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 I. Summary 

Today, the Committee on Finance and the Committee on Civil Service and Labor will 

meet to consider the May 2014 agreement (“the agreement” or “the savings plan”) between the 

Administration of Mayor Bill de Blasio (“Administration”) and the Municipal Labor Committee 

(“MLC”) to reduce City health care costs. On May 1, 2014, the Administration and the MLC, the 

coalition representing the City’s various unions, announced a target of $3.4 billion in savings 

over four years, starting with $400 million to be saved in Fiscal 2015 and growing to $1.3 billion 

in Fiscal 2018.
1
 Today’s hearing will focus on identifying and discussing detailed progress 

regarding the savings plan. 

II. History and Purpose 

Mayor de Blasio and the City’s biggest union, the United Federation of Teachers (UFT), 

announced a deal in May 2014 that established a pattern for collective bargaining agreements. 

This agreement set the stage for terms with the entire unionized municipal workforce, which, 

following a breakdown in negotiations between union leaders and former Mayor Michael 

Bloomberg, had been working under a set of expired contracts. At the same time, an agreement 

was reached between the City and the MLC concerning health insurance for City workers. 

To help offset some of the $14 billion gross cost of settling labor contracts, the Mayor’s 

Office of Labor Relations (“OLR”) and union leaders simultaneously rolled out the savings plan, 

a four-year plan to reduce health care costs by $3.4 billion. The structural changes producing 

those savings, be they benefit reductions or improvements to efficiencies, would remain in place 

beyond the four-year plan. The two sides also announced a $1 billion transfer from the Health 

                                                 
1
 See Appendix A of this report for a copy of the agreement. 
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Insurance Premium Stabilization Fund, a special fund jointly controlled by the City and the 

MLC, to help cover the labor agreements’ expected cost.
2
 

Since that agreement, the Administration has settled contracts with unions representing 

approximately four-fifths of the municipal workforce; the largest union still without an 

agreement, the Patrolmen’s Benevolent Association, will soon have terms settled by an 

independent arbitrator. The City’s budget is thus realizing the expected four-year $14 billion cost 

of settling labor contracts. 

The agreement outlining the health care savings plan is two pages long, excluding the 

parties’ signatures. The first page outlines a special contribution to help fund wage increases for 

the municipal workforce. The second page sets parameters for the savings plan, including 

minimum savings requirements:  

 $400 million in savings for the first year (Fiscal 2015);  

 $700 million in the second year (Fiscal 2016);  

 $1 billion in the third year (Fiscal 2017); and,  

 $1.3 billion in the fourth year (Fiscal 2018). 

The Administration and the MLC will be looking to meet those targets in a world of 

shifting health care costs. The country’s annual spending on health care held below 4 percent 

between 2009 and 2012, the last actual data used by the U.S. Department of Health and Human 

Services’ Centers for Medicare and Medicaid Services for forecasting.  This level of spending is 

                                                 
2
 The City and its unions set up the Health Insurance Premium Stabilization Fund three decades ago. The City 

agreed to make $30 million annual deposits — using tax levy dollars — each year, starting with its creation in 1984. 

Those deposits eventually grew larger. The purpose was to use the fund to pay one of the City’s two major health 

insurers when their respective costs diverged; subsequent transfers have kept City workers from paying any 

premiums themselves. The fund grew faster than the underlying purpose demanded. As that happened, the City and 

union leaders — which must agree to any spending from the fund — periodically considered using it to solve shorter 

term, labor force-specific budget challenges. In 2009, they tapped the fund to help pay for vision, dental and 

prescription drug coverage managed by the unions (through separate “union welfare funds”). Then, when the City 

agreed to terms with unions last May, they transferred $1 billion to help cover the cost of new labor contracts for the 

City’s entire unionized labor force. 
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far lower than the rapid health care cost increases experienced from the mid-1960s through the 

early-1990s, when annual growth rates in health care spending routinely hit double digits. The 

City’s last financial plan before the agreement with the MLC, issued in February 2014, projected 

that City health insurance costs would grow by 7.7 percent annually over the financial plan. This 

outpaces the most recent forecast, specific to local and state employers, calculated by the federal 

government (5.2 percent). The national slowdown in the growth of health care costs has been the 

subject of considerable debate in the economics and health policy literature.  The question 

everyone wants answered is “how long will it last?”
3
 

The agreement also states that an independent arbitrator would be charged with resolving 

any disagreement between the Administration and the MLC regarding metrics and success. It 

identifies that arbitrator, Martin Scheinman, who is familiar with the labor landscape at the City 

level, having helped broker the deal between the Administration and the teachers’ union last 

spring.
4
  

III. Progress and Reporting 

Formal, identifiable details of the health care savings plan and its progress have been 

limited to the agreement itself, a progress report expected today, a three-page December 

administrative update from the OLR to the Mayor, and opinions published by the Administration 

in the press. Outside of those documents and reports, the Administration has said it believes the 

City has lagged behind other employers, be they from government or the private sector, as they 

refined and rationalized its health insurance strategies to adapt to escalations in health care costs 

                                                 
3
 Amitabh Chandra, Jonathan Holmes, and Jonathan Skinner, “Is This Time Different? The Slowdown in Healthcare 

Spending”, NBER Working Paper No. 19700, December 2013. 
4
See http://www1.nyc.gov/office-of-the-mayor/news/196-14/transcript-mayor-de-blasio-uft-reach-preliminary-

agreement-9-year-contract-ushering-key-new#/0.  

http://www1.nyc.gov/office-of-the-mayor/news/196-14/transcript-mayor-de-blasio-uft-reach-preliminary-agreement-9-year-contract-ushering-key-new#/0
http://www1.nyc.gov/office-of-the-mayor/news/196-14/transcript-mayor-de-blasio-uft-reach-preliminary-agreement-9-year-contract-ushering-key-new#/0
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experienced over the past quarter-century.
5
 The health care savings plan would thus represent a 

chance to reduce the cost of insurance through steps already taken by employers elsewhere. This 

would have been difficult in the past, as collective bargaining rules in New York City necessitate 

that most changes in health care benefits must be agreed to by the Administration and City 

unions before they are formalized with the municipal workforce’s insurance providers. 

The Administration’s December update identified some of the different types of steps the 

Administration and the MLC could take to save money on health insurance costs, such as: 

 More efficient access to delivery; 

 Audits of the City’s health care beneficiary rolls; and 

 Negotiations with providers over premium rates. 

The Administration said in announcing the savings plan that it wants to meet the four-

year, $3.4 billion savings goal while protecting coverage for employees and retirees.
6
 The 

Administration indicates it is working closely with the MLC and representatives from its two 

largest unions, the UFT and District Council 37 (“DC 37”), on options. The OLR expects to 

release its next progress report today, cataloguing the savings plan’s major steps to date and 

estimating savings associated with each major step. 

The Fiscal 2015 Adopted Budget incorporated an expectation of the savings plan’s 

targeted $3.4 billion in savings, starting with $400 million this year, in its bottom line. The 

Administration, beginning with its November financial plan, began to identify explicit steps 

taken to reach that goal. It began with $55 million recognized in Fiscal 2015, a change the 

Administration attributes to lower premium rates and lower Senior Care plan costs negotiated 

                                                 
5
 Levitt, C. Interview. 3.23.2015. 

6
 See The City of New York, Office of the Mayor. (May 1, 2014). Mayor de Blasio, UFT Reach Preliminary 

Agreement on 9-year Contract Ushering in Key New Reforms and Savings [Press release]. Retrieved from 

http://www1.nyc.gov/office-of-the-mayor/news/195-14/mayor-de-blasio-uft-reach-preliminary-agreement-9-year-

contract-ushering-key-new-reforms-and#/0.  

http://www1.nyc.gov/office-of-the-mayor/news/195-14/mayor-de-blasio-uft-reach-preliminary-agreement-9-year-contract-ushering-key-new-reforms-and#/0
http://www1.nyc.gov/office-of-the-mayor/news/195-14/mayor-de-blasio-uft-reach-preliminary-agreement-9-year-contract-ushering-key-new-reforms-and#/0
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with state regulators and a key provider. Those savings would grow to $377 million in Fiscal 

2016 and would carry forward.  

The two largest providers of health insurance to public employees at the City are 

EmblemHealth, which owns Group Health Incorporated (“GHI”) and HIP Health Plan of New 

York (“HIP”), and Empire BlueCross BlueShield. Any changes the Administration and the MLC 

agree to can then be formalized between the City and those providers. The agreement states that 

if the Administration and the MLC find four-year savings beyond $3.4 billion, the unions get to 

keep the proceeds as lump sum bonuses; if they find much more savings, the unions and the City 

would share the proceeds.
7
 

The Administration and the MLC had planned to jointly contract with a third-party 

actuary specializing in health care, and to jointly hire “additional outside expertise” as needed, to 

“develop an accounting system to measure and calculate savings.”
8
 The Administration and the 

MLC instead contracted with separate actuaries; the City hired Milliman and the MLC works 

with Segal Consulting. 

IV. Outstanding questions 

The Administration and the MLC have positioned themselves to work with their 

contracted actuaries in identifying and cataloging savings. The question remains as to how they 

distinguish changes in year-to-year health care costs due to exogenous forces, such as general 

inflation or deflation in the market for health care, from changes caused explicitly by the health 

                                                 
7
 See Appendix A, at page 2. “In the event that the MLC has generated more than $3.4 billion in cumulative 

healthcare savings during the four-year period, as determined by the jointly selected healthcare actuary, up to the 

first $365 million of such additional savings shall be credited proportionately to each union as a one-time lump sum 

pensionable bonus payment for its members. … Any additional savings generated for the four-year prior beyond the 

first $365 million will be shared equally with the City and the MLC … . Additional savings beyond $1.3 billion in 

FY 2018 that carry over into FY 2019 shall be subject to negotiations between the parties.” 
8
 See id..  

http://www.nyc.gov/html/olr/downloads/pdf/collective_bargaining/2014MLCNYCHealthSavingsAgreement.pdfSee


 

7 

 

care savings plan. The details of the actuary’s or actuaries’ eventual accounting system are thus 

critical information as stakeholders from inside and outside the City evaluate progress.  

At a June 6, 2014 Finance Committee hearing on the Fiscal 2015 Executive Budget, 

Council members asked the Administration for “clarity” regarding the health care savings plan, 

including a better understanding of the potential ramifications of a failed effort. Representatives 

from the Administration noted that either they or the MLC could send the agreement to a 

professional arbitrator if savings were not fully realized. OLR Commissioner Robert Linn 

testified the plan was “not a prescriptive approach” and would let the Administration and the 

MLC remain nimble when their collaboration unearths innovative opportunities to save money. 

He further testified that his office would update the City Council on progress through regular 

communications. The Administration also confirmed that annual savings of $1.3 billion annually 

would, once reached in Fiscal 2018, continue beyond the four years identified explicitly in the 

agreement.
9
 

Some have challenged the Administration to better explain the savings plan and to 

account for progress in a clearer manner.
10

 The Administration framed the health care savings 

plan last spring as an offset to a $14 billion package of labor agreements. Any shortfall of real 

savings would thus represent upward pressure on the net cost of those agreements. As such, good 

government groups, namely the Citizens Budget Commission, have offered critical assessments 

of the health care savings plan’s scope and recommended the City identify a logical and 

interpretable baseline from which to measure savings. An identifiable formula would provide the 

Administration, the City Council and outside groups a common baseline from which to evaluate 

                                                 
9
 World Wide Dictation. (June 21, 2014). Transcript of hearing on Overview: Financial Plan, Economy, Revenue, 

Capital and Debt Service, June 6, 2014. Pages 22, 38-29. 
10

 See e.g., Citizens Budget Commission. (December 29, 2014). Giving Credit Where It’s Due? New York City’s 

$1.3 Billion in Health Insurance Savings [blog post]. Retrieved from http://www.cbcny.org/cbc-blogs/blogs/giving-

credit-where-it%E2%80%99s-due-new-york-city%E2%80%99s-13-billion-health-insurance-savings.  

http://www.cbcny.org/cbc-blogs/blogs/giving-credit-where-it%E2%80%99s-due-new-york-city%E2%80%99s-13-billion-health-insurance-savings
http://www.cbcny.org/cbc-blogs/blogs/giving-credit-where-it%E2%80%99s-due-new-york-city%E2%80%99s-13-billion-health-insurance-savings
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the program, whether or not the plan requires the help of an arbitrator; it would also aid the 

arbitrator if his help is needed. 

The Administration’s explanation of that baseline has been unclear. As noted earlier, the 

agreement called for a jointly-hired independent actuary to develop an accounting system to let 

stakeholders measure savings. Then, in February 2015, Commissioner Linn and City Budget 

Director Dean Fuleihan said the “agreement called for calculating the savings against the actual 

budget projections — a logical and quantifiable way to capture the savings.”
11

 (emphasis added) 

It is unclear how Commissioner Linn and Director Fuleihan could interpret the agreement’s 

“accounting system” as dictated by “actual budget projections” if the Administration and the 

MLC have yet to agree on a joint actuary to fill the role, explicitly identified by the agreement, of 

developing a measurement system. 

In June 2014, New York City Comptroller Scott Stringer raised questions about the 

health care savings plan in his budget evaluation.
12

 The City’s Fiscal 2015 Adopted Budget 

included an expectation that health care costs would continue to grow significantly through 

Fiscal 2018. Stringer suggested the expectation could be too high and worried that the City’s 

accounting system may inappropriately attribute uncontrollable changes in health care costs to 

the health care savings plan.
13

 He suggested this could lead the Administration to mistakenly 

attribute $700-plus million over three years to the health care savings plan. 

 

 

                                                 
11

 Linn, R., & Fuleihan, D. (2015, February 19). NYC’s health-care savings are real: This is money the city can 

count on. New York Daily News. http://www.nydailynews.com/opinion/linn-fuleihan-nyc-health-care-savings-real-

article-1.2120584. 
12

 See New York City Comptroller Scott M. Stringer. (Dec. 15, 2014). The state of the City’s economy and finances. 

Retrieved from http://comptroller.nyc.gov/wp-content/uploads/documents/State_of_Citys_Finances2014.pdf.  
13

 See Meriwether, K. (June 5, 2014). Stringer Looks at Health Care Cost Projections Differently. Gotham Gazette. 

Retrieved from http://www.gothamgazette.com/index.php/government/5089-comptroller-stringer-looks-health-care-

cost-projections-differently-than-de-blasio.  

http://www.nydailynews.com/opinion/linn-fuleihan-nyc-health-care-savings-real-article-1.2120584
http://www.nydailynews.com/opinion/linn-fuleihan-nyc-health-care-savings-real-article-1.2120584
http://comptroller.nyc.gov/wp-content/uploads/documents/State_of_Citys_Finances2014.pdf
http://www.gothamgazette.com/index.php/government/5089-comptroller-stringer-looks-health-care-cost-projections-differently-than-de-blasio
http://www.gothamgazette.com/index.php/government/5089-comptroller-stringer-looks-health-care-cost-projections-differently-than-de-blasio
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V. April 1, 2015 Hearing 

The purpose of this hearing is to collect and discuss facts regarding the Administration’s 

and the MLC’s effort to secure health care savings. The target of $1 billion-plus in annual 

savings, on its own, would fall well short of covering the cost of the collective bargaining 

agreements reached between labor groups and the Administration in recent months. It is large 

enough to merit a clear, public explanation regarding the objectivity of the parties’ effort to 

measure and secure the savings as promised. Representatives from the Administration, the MLC, 

and the Office of the New York City Comptroller and members of the public have been invited 

to testify. 
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