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 AEROSPACE PROFESSIONAL STAFF ASSOCIATION

Representing the non-supervisory MTS since 1974

P. O. Box 248, Hawthorne, CA 90250

Group Hospital/Medical Insurance Plan Expectations
APSA understands that the Corporation is currently exploring options to replace the existing Blue Cross indemnity medical plans.  Here are the criteria that APSA recommended to be applied by the corporation in evaluating the relative merits of the candidate replacement plan(s).

Benefits & Costs.  The new plan(s) should provide benefits to employees that are comparable to (or better than) the existing Blue Cross plans, with comparable (or reduced) deductibles, co-payments, and weekly payroll deductions.  

Consolidated Plan.  The cost difference between the Comprehensive and Basic/Major Medical plans has caused employees who do not need the additional benefits provided by the Basic/Major Medical plan to switch to other plans.  Reduced enrollment has caused the experience-based premium of the Basic/Major Medical Plan to increase even more, prompting additional employees to drop out.  APSA recommends avoiding this adverse selection problem by replacing the two existing Blue Cross indemnity plans with a single “consolidated” plan.  If a single plan is proposed, it should feature:

(
Deductibles, co-payments, and first-dollar coverage comparable to the current Comprehensive Plan.  Although this would appear to be a cost increase for current Basic/Major Medical participants, APSA believes these cost increases would be more than offset by reduced weekly payroll deductions under the consolidated plan.  (Basic/Major Medical plan participants are currently paying weekly premiums that exceed the maximum out-of-pocket cost difference between the two existing plans.) 

(
Catastrophic coverage comparable to the current Basic/Major Medical plan.  Since these additional benefits will be used by only a small number of plan beneficiaries, the cost will be relatively small when spread across the larger consolidated plan experience pool.

Provider Network.  The new plan(s) should offer a participating provider network comparable in scope to the Blue Cross network.  The objective is to minimize the number of plan participants who will be forced to change providers in order to remain within the new provider network.  This is especially important for employees and family members with complex medical problems.

Increased Lifetime Maximum.  The new plan(s) should provide maximum lifetime benefits of at least $3 million.  This change would reinstate the value of the existing $1 million limit when it was first established more than 20 years ago, offsetting the cumulative effects of inflation.

Managed Care Agreements.  A small number of employees and family members are currently receiving alternative benefits provided by Blue Cross under individual case management agreements.  These agreements typically provide benefits outside the normal provisions of the plan for beneficiaries who need extensive and/or unusual medical care.  APSA expects the Corporation to arrange equivalent agreements under the new plan(s) on a case-by-case basis.

Prescription Drug Coverage.  Blue Cross provides coverage for nearly all prescription drugs when medically appropriate.  Some other plans restrict coverage to a formulary that excludes many higher cost drugs, even when patients have tried less costly alternatives and have found them to be less effective.  APSA expects the new plan(s) to provide prescription drug benefits comparable to Blue Cross.

Diagnostic/Preventive Procedures.  Blue Cross authorizes coverage for diagnostic and preventive procedures (e.g., colonoscopies, mammograms, and stress echocardiograms) when the patient presents one or more risk factors.  Some other plans impose more stringent requirements (such as previous history of cancer or heart disease) or do not cover these procedures at all.  Given the age demographics of the Aerospace employee population, it is important that the new plan(s) provide coverage for these procedures using criteria comparable to Blue Cross.  Moreover, reduced plan coverage in this area would increase the Corporation’s costs for the Staff Diagnostic Program for Level 3 (and up) employees, for which more than 40% of the bargaining unit is currently eligible.

Equitable Co-payment Calculation.  For participating providers, Blue Cross calculates the employee’s co-payment on the basis of the allowed contract cost.  Some plans calculate the co-payment on the basis of the fully billed cost, before applying the contract write-off.  For example, if a participating provider bills $1000 for a service for which the contract allowance is only $600, Blue Cross calculates the employee’s co-payment as $120 (20% of $600) and pays the remaining $480.  Some other plans calculate the co-payment as $200 (20% of $1000), then apply the $400 write-off, and then pay the remaining $400 balance to the provider.  In effect, these plans transform a “20%” co-payment to 33% (200/600).  APSA expects the new plan(s) to use the same equitable co-payment calculation algorithm as Blue Cross.

Plan Selection Criteria.  The Corporation should exercise care in selecting the vendor for the new plan, to avoid a “buy-in” situation.  Since the annual plan premium is experience-based, competing vendors can offer lower costs only through strategies such as improved administrative efficiency, lower profit margin, reduced benefits, inferior service, limited provider networks, or unrealistically low projections of claims experience.  Some of these strategies are acceptable, some are not.  The Corporation must not accept each bid without question, but instead must carefully probe each vendor to determine the underlying source and realism of any claimed cost reduction.  Otherwise, we may end up with an inferior medical plan that provides no significant cost savings.

Fixed Cost Sharing Ratio.  The Corporation and APSA should agree on a fixed ratio for sharing the costs of all medical plans.  The recent practice of the Corporation absorbing only a small portion of annual cost increase and passing the bulk of the increase to the employees must stop.  The high cost of medical coverage imposed on employees has made Aerospace less attractive to prospective new employees to the long-term detriment of the Corporation, existing employees, and our customers.  APSA suggests that the corporation/employee cost sharing for all medical plans be set at 85%/15%.

If you are an APSA member, thank you for your support.

If you are not an APSA member, then your colleagues need your help.

Join APSA and make a difference!
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APSA Web Site: www.apsatalk.org
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