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 AEROSPACE PROFESSIONAL STAFF ASSOCIATION

Representing the non-supervisory MTS since 1974

P. O. Box 248, Hawthorne, CA 90250

Bulletin
Is Cost More Important Than Fairness?

APSA is currently negotiating with the corporation over improvements to employee benefits.  One of APSA's proposals is to improve the Aerospace Savings Account Plan  (ASAP) by incorporating a "look-back" feature in determining whether newly hired employees receive credit toward retirement in their first year of employment.  The current requirement is that corporate contributions are made to ASAP only when a covered employee has been paid a minimum of 1,000 hours during the fiscal year.  

APSA proposed that if an eligible employee does not work 1,000 hours in the first fiscal year of employment, but in the subsequent year of employment meets the 1,000-hour requirement, the corporation would allocate 8% of the base salary earned during the earlier fiscal year to his/her ASAP account.

New employees starting employment between October 1st and early April generally satisfy the current requirement and receive the expected corporate contribution to their ASAP account at the end of the fiscal year.  New employees starting employment between late April and September 30th will not satisfy the current requirement and will not receive the anticipated corporate contribution for the fiscal year.  This requirement was imposed originally by the corporation in order to save money.

The corporate representatives justified their rejection of APSA's proposal by pointing out that most companies require six months of employment prior to making any retirement contributions for their employees.  However, the reader will note that the effect of Aerospace's requirement is not uniformly imposed on all new employees.  Whether a newly hired employee receives credit for his/her employment during the first fiscal year depends on when he/she was hired into the corporation.  One week of employment can make the difference between receiving and not receiving credit for employment during the first fiscal year.

It appears that cost is more important to corporate managers than equitable treatment for the employees.  

Medical Insurance Benefit

Since 1991, the corporation has claimed that medical costs have been going up.  Consequently, corporate management has taken many actions to reduce corporate costs.  They introduced premium cost sharing and co-payments.  They divided the group medical indemnity plan into two plans (Comprehensive and Basic).  They passed all costs above the Comprehensive Plan rates on to the Basic/Major Major Plan participants.  They have increased the medical premium cost-sharing regularly.  They continue to increase the prescription drug co-payments.  The table below shows that the corporation is now paying $1636 less per employee for medical insurance benefits than in 1990, a 26% decrease in constant-year (2001) dollars.  

	Fiscal Year
	Cost/Employee

	
	(2001 $)

	1990
	$6355

	1991
	$6058

	1992
	$6212

	1993
	$5215

	1994
	$4145

	1995
	$4042

	1996
	$3744

	1997
	$3762

	1998
	$3775

	1999
	$3852

	2000
	$3992

	2001
	$4719 (est.)


One cost driver is the Blue Cross medical reserve account increase of $0.65M or 20% of the increase for 2001 because the number of employees increased by 165.  In other words, the medical insurance providers are allowed to build a 4-month reserve to handle late claims in case the corporation terminates the contract.  Any time the number of employees goes up or the medical utilization increases, the reserve is increased accordingly. This reserve, which is roughly $3.7 million, would be forfeited if the corporation switched from Blue Cross.

Another significant cost driver is that the corporation employs highly experienced MTS.  The average age of the non-supervisory MTS is 47.3 years, an increase of 1.6 years from 1996.  As age increases, health care costs also increase.  This is a normal trade off for employing highly experienced MTS. By way of comparison, the average age of non-supervisory engineers and scientists across the industry is 39.5 years.

In summary, there are numerous factors driving medical insurance costs.  What is clear is that medical insurance ranks at the top of employee benefits.  A few employees will not need any medical insurance during the year.  But every employee needs the protection against catastrophic medical situations that insurance provides for his/her family unit.  

Yes, medical insurance costs are zooming out of control.  There is no disagreement by APSA that the medical industry is in a crisis.  But a corporation that deals with the situation by passing most of the cost on to the employees will eventually put itself out of business.  The time when the corporation will evolve into a "second-class employer" is not far away.  

It is the efforts of the non-supervisory MTS that Aerospace sells as a product to its government customers.  It is the non-supervisory MTS that make this corporation great.  Without the non-supervisory MTS, there would not be an Aerospace Corporation.

In APSA's opinion, medical insurance for employees is an essential cost of doing business.  Continuing to shift the medical cost burden to employees will make it increasingly difficult for the corporation to hire and retain first-class employees.  The outcome should be obvious to everyone.

General Membership Meeting

APSA is hosting its next General Membership Meeting on September 6, 2001, in A1-1062 at 11:30 AM.  Among the discussion topics will be advice on filling out Performance Evaluation Forms (PEFs) and participating in face-to-face performance evaluation meetings with a supervisor.  (Copies of the briefing charts are provided to APSA members in the regional sites by mail.)  There will be two drawings for $50 gift certificates, one for APSA members and one for MTS joining APSA during the meeting.  Pizza and soft drinks will be provided.  All non-supervisory MTS are invited to attend.

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!

August 13, 2001











           


APSA Web Site: www.apsatalk.org






   


B. H. Campbell













[image: image1.png]_1012021951.doc
[image: image1.png]qFCh







