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THE NEW YORK HOTEL TRADES COUNCIL

EMPLOYEE BENEFIT FUNDS

THE HOTEL ASSQCIATION OF NEW YORK CITY; INC.

FUND FACT SHEET

The New York Hotel Trades Council and Hotel Association of New York City, Inc. Employee
Benefit Funds (the “Funds”) are a group of Funds which provide benefits to employees and their
families who work in the Hotel industry of N.Y.C. The benefits were established through
collective bargaining between the New York Hotel and Motel Trades Council (the “union”) and
The Hotel Association of New York City, Inc. (the “employer” association). The “Funds” are
comprised of the following:
- The New York Hotel Trades Council and Hotel Association of New York City, Inc.
Health Benefits Fund (“Health Benefits Fund™)
- The New York Hotel Trades Council and Hotel Association of New York City, Inc.
Pension Fund (“Pension Fund™)
- The New York Hotel Trades Council and Hotel Association of New Yotk City, Inc.
Pre-Paid Legal Fund (“Legal Fund™)
- The New York Hotel Trades Council and Hotel Association of New York City, Inc.
Training and Scholarship Fund (“Training and Scholarship™)
-~ The New York Hotel Trades Council and Hotel Association of New York City, Inc.
401(k) Employee Savings Plan (*401(k)”)

These Funds-currently are providing these benefits to 29,000 active members and their families
and 10,000 retirees. That is, nearly 86,000 participants,

Health Benefits Fund

This Fund provides the complete medical and dental benefits to eligible participants at no cost to
them. The benefits include;
- Hospitalization
- Surgical benefits
- Anesthesia
- Obstetrical
- Diagnostic X-Ray and Lab
- Preventive Care
- Well Baby Care
- Emergency Care
- Health Center — (fully owned and operated complete ambulatory care centers with full
range of specialists in Midtown Manhattan, Brooklyn, Queens and Harlem Health
Centers)
- United HealthCare EPO Medical (for all eligible members living in Staten Island or
outside N.Y.C.)
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Health Benefits Fund (cont.)

- Dental (complete range of dental care , including oral surgery, provided through
centers in Midtown Manhattan, Brooklyn, Queens and Hatdem facility)

- Prescription drug program (provided through fully owned and operated pharmacies in
Midtown, Brooklyn, Queens and Harlem facilities. There is a $5 co-pay for generic
and $15 for brand name drugs on the Formulary)

- Optical (provided through General Vision Services)

- Members’ Health Assistance (confidential consultative and crisis prevention
assistance for emotional, alcohol and drug related problems)

- Disability (a benefit of 50% of pay up to $300 per week for active employees)

- Lifeand A.D.& D. ($10,000 benefit)

The annual cost of providing these benefits is currently $315,000,000 annually. This is
completely funded through employer contributions from approximately 300 participating
employers. The current negotiated contribution rate increased to 23% of gross wages on July 1,
2012. In addition, employers contribute $1.50 per member per month for optical benefits. The
‘Fund’s cost fo provide all the benefits listed above is $412.98 for single members and §1,135.72
for family members. When excluding the benefits generally not covered by a Health
Maintenance Organization (HMO), that is, dental, life, disability, vision and MHAP, the
equivalent rate is $358.79 for a single member and $986.52 for family members. As a
comparison the following are the New York State Department of Insurance published MO rates
for other plans in New York City:

Sinule Family

Company Rate Rate

Health Benefits Fund $358.79 $ 0286.52
GHI 2,765.60 7,052.27
Aema 1,320.00 4.,091.00
Health Ins. Plan of NY 1,000.51 1,861.60
Oxford 1,385.39 4,260.07
Empire 1,533.76 4,754.66

At the core of the Health Benefits are our five Health Centers, which serve as family medical
offices and provide many of the benefits to eligible participants as denoted above. For the year
ended December 31, 2012 the centers had the following number of member encounters:

Number of
Service Member Encounters
Medical 644,188 visits
Dental 193,168 visits
Pharmacy 553,426 prescriptions
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Health Benefits Fund (cont.)

Currently this Fund has reserves for future benefits of $80,000,000, which represents 25% of the
total annual expense. A joint industry and union committee oversees the management and
investment of these assets. These reserves are handled by one active money manager and three
additional “indexed” investment funds.

Pension Fund

This Fund provides a monthly pension benefit to over 10,000 hotel retirees. The current
maximum pension benefit is $1,000 per month for 25 years of service and members eligible for
this pension will now receive an additional one half credit for each year of service after 25 to 40.
That is an additional $300 per month above the regular maximum pension for a member with
forty years of service. Members are also eligible for an age and service pension, which is for
those who have completed 25 years of service and are least 55 years of age. The current monthly
Pension benefit paid to the 10,000 retirees is $6,100,000.

This Fund provides these benefits and funds future benefits through contiibutions by
participating employers. The current contribution rate to this Fund is 9.00% of gross payroll.
This results in total annual employer contributions of $127,000,000. This Fund currently has
reserves for future benefits of over $1 billion, which are professionally managed by fourteen
different money managers. The joint Board of Trustees take an active role in the policy making
and oversight of the Fund.

Legal Fund

This Fund provides legal service to all active and retired members through a closed panel of
attorneys throughout the Tri-State area. Covered matters include such things as consumer issues,
closing on a home, wills, credit issues, landlord/tenant, immigration,

tax issues, divorce and child custody. Funding for this benefit is also through contributions by
participating employers. The current contribution rate for this Fund is 0.5% of gross wages. This
results in total annual employers contributions of $6,100,000. The total annual cost of this
benefit is $4,380,000. The Board of Trustees of this Fund are active in the monitoring of this
benefit.

Training and Scholarship Fund

This Fund provides basic skills to the membership, that is, English as a second language, basic
computers and G.E.D., through an arrangement with the N.Y.C. Board of Education. The Fund
also offers classes in plumbing and sprinkler courses that provide the graduates with a
certification in plumabing and standpipe. Other classes offered include: Banquet Server, A la
Carte Server and Tournant. The training facility in Queens provides hands on training in a
professional kitchen and working restaurant. The collective bargaining agreement provides that
members are eligible to take a banquet server course, which will certify them, providing them the
ability to be interviewed for any “B-List” opening in the banquet department of the hotel. The
total annual cost of this benefit is $1,573,000. The current contribution rate is $1.50 per member

per month.
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Training and Scholarship Fund (cent,)

The Fund also provides scholarships to children of employees covered by the Industry Wide
Agreement for college and trade school. The selection process is performed by an independent
group of academics and guidance counselors from facilities of higher learning. Selection is based
on both academic achievement and financial need. The scholarship award is $2,000 a year for all
four years of education. That is $8,000 towards the cost of a four-year college degree. Last year
the Fund awarded 36 of these scholarships ($288,000 in total awards). The current contribution
rate for this benefit is $1.00 per member per month. This Fund’s investment policies benefit
levels and operations are monitored by the Board of Trustees.

401k}

Effective July 1, 2001 employees working for employers who aresignatories to the industry
collective bargaining agreement were eligible to participate in a 401(k) plan. All contributions
are voluntary by the employee. Employees can contribute up to 100% of their pre-tax wages to
the annual LR.S.-maximum ($17,500 for 2012). Over 10,000 employees have enrolled in this
benefit resulting in over $2,500,000 per month in wages being defeired. Participants have
deferred over $225 million dollars in pre-tax wages into this fund since its inception. Employees
can enroll twice a year on July 1 and January 1. They can change their contribution percent
guarferly. The Fund has contracted with the Principal Group as the service provider. The Fund is
administered by a professional staff and the Board of Trustees make all the policy decisions and
monitor its operations.
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Health Benelits Fung History

The New York Hotel Trades Council and Hotel Association of New York City, Inc. Health
Benefits Fund, Health Center, Inc. (HCI) has a proud history of over 60 years of continuous
service. HCD's five Centers built and operated in accordance with Article 28 standards, exclusively
serve unionized hotel and motel workers, their dependents and retirees pursuant to collective
bargaining agreements between hotel employers in New York City and the Hotel Trades Council.
In 2012, HCI served over 48,000 non-duplicated users and delivered more than 700,000 annual
visits. HCI’s pharmacies filled more than 600,000 prescriptions. As such, the HCI network of
health centers is integral to the provision of needed health benefits to a significant population
within New York City.

The New York Hotel Trades Council and Hotel Association of New York City, Inc. Health
Center, Inc. (HCI) status as an Ariicle 28 entity follows from its special statutory charter. In 1949
and again, in 1975, the New York State Legislature passed enabling legislation to authotize the
creation of FICT as a New York not-for-corporation and to empower it to deliver "medical care,
surgical care, optical and dental care," at one or more health centers, to unionized employees in
the hotel trade, retired employees, their spouses and dependents

HCI's patient population consists of hotel workers and their dependents, a large number of whom
are immigrants and/or minorities. However, as an ERISA-funded entity, HCI is restricted to serving
eligible union members, retirees and their dependents. Accordingly, apart from a cost -
reimbursement contract whereby the Centers for Medicare & Medicaid Services covers HCI's
provision of Medicare Part B services to its Medicare-eligible retirees, and a Retiree Drug Subsidy
(RDS) under Medicare Part D, HCI is not funded by or otherwise dependent on government
insurance programs. As an ERISA-funded entity, HCI cannot serve the general public. HCI
serves 86,000 eligible members, dependents and retirees from the five boroughs of New York City.
Members typically seek care from the site nearest their residence, but may use any site, regardless
of location. Overall, the eligible hotel union member population reflects that of New York City. It
tends to be lower income, ethnically diverse, has a large proportion of immigrants, and single-
parent families and has a higher rate of Ambulatory Care Sensitive Conditions (ACSC) than NY

State as a whole.

HCI believes that its continued investment in technology will not only enhance the quality of
clinical care, but will also help in containing costs. Over the past decade HCI has invested in
1} Pharmacy Robots: The Midtown, Harlem, and Queens site Pharmacies all utilize
SeriptPro 200 pharmacy dispensing robots. These state-of-the-art dispensing tools
are faster and more accurate than human pharmacists. They contain multiple levels
of quality assurance safety checks, and can produce many types of Utilization
Management reports.
2) Digital Radiography: Digital Radiography, including mamography allows the
transmission of radiographic images not only within each site but among the sites




and participating radiology offices as well. The ability to get stat reading of images
as well as having multiple clinicians viewing the image will increase the quality of
care. Image quality is improved; at the same time the new technology is
environmentally friendly, eliminating the need for film developing chemistry.

3) Scheduling System: HCI has implemented the Cerner Millennium System. This is a
state-of-the-art health services information system. The scheduling module, when
integrated with the electronic medical record, will allow for automated recall of
patients, the electronic transmission of physician orders to the appointment scheduler
and the ability to automate patient reminders. Reports and data from Millennium will
enhance Utilization Management activities.

4) Electronic Medical Record: HCI has a completely integrated and paperless electronic
medical record , Cerner Millennium Power Chart Office, a state-of-the-art medical
information system. This is an extremely powerful tool, enabling the HCI to improve
the quality of medical documentation and Utilization Management, as well as doing
long-term disease management studies and programs. In 2008, HCI began
operating in a “paperless” environment with all Centers linked by a common
electronic record, one of a very few ambulatory healthcare orgamzatmns to have an
EMR, not associated with a hospital.

All sites participate in a program of Health Fairs and wellness events. These annual health
awareness events are oriented foward the specific medical needs of the member population:
1) Women's Health Week, a full week, coinciding with Breast Cancer Awareness

Month, focusing on mammography, smoking cessation and other women's health

issues
2) Eat Well, Be Well, Feel Well , a full week cardiovaseular event focusing on nutrition

and exercise education and awareness

3) Seniors' Days, 3 days dedicated to preventive health education for the HCl's senior
population

4} Kids' Days , three days focusing on child health issues such as nutrition,
immunizations, exercise and safety '

5) Men's Health Awareness Week , a full week, coinciding with Prostate Cancer
Awareness week, oriented toward nulrition, cancer sereening, smoking cessation and
other men's health issues

6y Flu Vaccine Awareness , a three-month program offering and promoting the benefits

of flu vaccination

The HCI constantly seeks to expand and improve its services in locations convenient to the
menbership. The HCI's ongoing Member Satisfaction Survey indicates the organization's success at
meeting its goals. In a September 2012 survey, 97% of members indicated that they would
recommend the HCI sites to their families and coworkers. This compaies to a 65% overall level of
satisfaction demonstrated by other health plans’ members as reflected in the New York State HMO
Report Card. The HCI's state-of-the-art care delivery system provides members with an outstanding
caliber and experience of care at a cost to the Health benefits Fund of approximately 33% of the
commercial HMO insurance rate.

As an organization HCI believes that our continued success will come from being proactive about
health, It is a transformation from the past — focused on managing illness and costs- to something
vastly different. HCI envisions health care designed around our members who have common,
predictable health care needs, and creating a system that understands and manages the health risks
and behaviors of our population.
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The 14" annual Employer Health Benefits Survey by the Kaiser Family Foundation and Health
Research & Education Trust was just released. | am enclosing a copy of the annual summary of
Employer Health Benefits provided by Kaiser/HRET. The annual Kff report has become the
occasion to measure our program against traditional employer based health benefits,

Employer-sponsored health insurance premiums for family coverage rose an average of 4% in
2012 and the average price for a family policy now exceeds $15,500 per year. This report is the
latest warning that far more needs to be done to address the rising cost of healthcare. Since
2002, family premiums have increased from an average of 58,003 to $15,745 last year, a 97%
total premium increase over the period. The average employee contribution for health benefits
increased from $2,137 to $4,316 or an increase of 102%. With the rise in premiums, workers
are now shouldering a greater burden of paying for those same benefits. Even this relatively
modest premium increase in the context of a struggling recovery and weak economy makes the
situation even more painful. The 4% increase in premium costs far outpaced both the 1.7 %
increase in real wages and the 2.3 % rate of inflation for 2011.

The Health Benefit Fund has been extraordinarily successful in avoiding the trend of
commercial insurance. Our members do not directly contribute to their employer based
coverage for themselves or their dependents, nor do they fdce other costs such as co-
payments, deductibles, co-insurance or maximums. The survey indicates that covered workers
contribute an average of 18% of the premium for single coverage and 28% of the premium for
family coverage. If we exclude hospital costs which are rising about 10% a year, the Health
Benefits Fund’s costs to provide a comprehensive benefit including medical, dental,
prescription drug, optical and MHAP will increase by less than 2% this year.

Another way of looking at this is that the Fund’s cost to provide alf the benefits listed above
including hospitalization is $412.98 for single members and $1,135.72 for families per month.
When excluding the benefits not covered in the Kaiser Survey, that is dental, life insurance,
disability insurance, vision and MHAP the equivalent rate would be $358.79 for single member
and $986.52 for families. While the average annual health insurance premium is $15,745 for
family coverage, more than 20% of workers are in plans costing in excess of 518,894, The
Health Benefit Fund’s plan costs $10,300 annually for a plan withfar greater coverage, fewer
exclusions and no participant costs other than the $5.00 and $15.00 copayments for the
prescription drug benefit. Measured against commercial HMO rates here in New York, $866.63
a month for family coverage is about 1/3 the cost of the average commercial rate.

Most covered workers also face additional plan costs when they use health care services. A
large share of workers have a general annual deductible that mustbe met before all or most



services are reimbursed by the plan. Many workers face other types of cost sharing, such as
copayments or coinsurance for office visits and hospitalizations. Other than the small co-
payments on our two tiered prescription drug program, our members are not asked to sharein
the costs of their health care program.

Justice Holmes is quoted as saying; “It is not enough to do good it must alse be perceived as
doing geod.” Clearly our efforts are to provide the highest quality health benefits at the lowest
possible cost. But this is insufficient if the people utilizing those services do not believe they are
high quality. For more than a decade the Health Benefits Fund has been conducting patient
satisfaction surveys. 10% of all patients to a Health Center in a month are surveyed as to their
perception of the Health Center environment, the staff, and their care. For the month of
September 2012, 99% of the HC respondents indicated they would recommend the Harlem
Health Center to a family member or co-worker. This is the highest score a Health Center has
ever received. | believe this indicates that our efforts at providing high quality services are
appreciated by the membership at the same time we have been uniquely successful at
controlling costs. '

it has been two years since the signing of the Patient Protection and Affordable Care Act
(ACA). Some of its mandates have already begun and others will be phased in beginning in
2014. While this is big news for most commercial carriers and their participants, it will have
relatively little impact on our program. The Health Benefits Fund already has first day
coverage and no waiting periods, We have never excluded pre-existing conditions. We have
no annual or lifetime maximums. We had an in-patient psychiatric benefit before Mental
Health Parity Legislation. Of some impact, we have reenrolled 1,485 dependents who are
under 26 years of age and had previously “aged out” of our benefits. | think it is clear we were
“ahead of the curve” when it came to plan design and high quality employee benefits.

The ACA pursued the path of considering a range of different approaches to controlfing health
care costs, from those that work on the demand side, such as the “Cadiilac Tax”, to those that
work on the supply side, like innovative provider payment models, and to those that promote
the type of evidence-based medicine that is key to ensuring cost effectiveness. Whether
these poiicies by themselves can fully selve the long term health cost problem in the United
States is extremely doubtful. They may however, provide a first step towards controlling costs
and understanding what does and does not work. There can be no doubt that the Fund’s
health care delivery model has been a successful model in reducing the rate of annual
healthcare cost increases. We started out as a lower cost plan and our cost increases are
trending significantly lower than average, thus we will have an increasingly more favorable
cost comparison to the national average in the years to come.

| envision a system of healthcare in which those who give care can boast about their work and
those who receive care can feel total trust, confidence and comfort in the care they are
receiving. | believe the New York Hotel Trades Council and the Hotel Association of New York
City, Inc. can both look with pride at the system they have created and know that not only have
they done good, but that it is perceived as good by stakeholders, providers and patients alike.

Dt. Robert H. Greenspan
Chief Executive Officer
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Feundation {(Kaiser) and the Health Research & Educational Trust (HRET) conduct an annual national survey

5, s

private ana puilic empiovers with three or o

infarmgtion for 2012,

The key findings feom the survey,
conducted from January through May
2012, include modest increases in the
average single and family insurance
premiums and littde change in the premium
contributions and cost sharing thar
workers face since last year, Enrollment

in high deduciible plans with a savings
option, such as a health savings account

or heafth reimbursement arrangement,

did not increase significansly over the
previous year for the first time since 2009,
The: share of workers in a grandfachered
health plan decreased significantly from
the previous year o0 48% of covered
workers. Approximarely 2.9 million adult
children who were previously not eligible
for benefits now have health insarance
coverage through their parents due ro

the Affordable Care Act. In addition,

the 2012 survey includes questions on
employer wellness programs, including the
percentage of plans with financial rewards
or penalties for completing health programs
or achieving biometric targets.

The average annnal premiums for
employer-sponsored health insurance in
2012 are $5,615 for single-coverage and
$15,745 for tamily coverage. Compared

o 2011, the average premiwm for single
coverage {85,429) is 3% higher and che
average premium for family coverage
($15,073) is 4% higher. Since 2002,
average premiurms for family coverage have
increased 97% (Exhibit A). The growth in
premiums has ourpaced increases in both
workers' wages (1.7% since 2011 and 33%
since 2002) and inflation (2.39% since 2011
and 28% since 2002).}

The average premium for family coverage
is lower for woekers in smail firms (3199
workers) than for workers in large firms
{200 ar more workers) ($15,253 vs.

e To provide current information shout the nature of emplover-sponsored hesktih benefits, the ¥

2 workeys, This is the fourtesnth KaiserfiRET wurvey a

Y mployer-sponsored insurance is the leeding scurce of health insurance in America, covering slicut 14% miifion nonelderdy
£1

Average Annual Health insurance Premiums and Warker Contributions

for Family Coverage, 2002-2012

979 Total
Premitm
fncrease

$8,008

§2,137

102% Worker
Centeibution
Increase

§4,316

2602

Worker Contribution

2612

5 employer Conttibusion

Source: Kaiser?HRET Survey of Employer-Sponsored Heslth Benefits, X02-2012.

$15,980). Avcrage premiums for high-
deductible healch plans wich a savings
eption (HDHP/SOs) are fower than the
averall average for all plan types for both
single and family coverage {Exhibit B), at
$4.928 and $14,129, respectively. Average
single and family premiums are higher in
the Northeast and lower in the South when
compared to the other regions.

There is signtficant variarion in the average
annual premiums as 2 resuie of frctors suck
as benefits, cost sharing, and geographical
cost differences. Nineteen percent of
covered workers are in plans with an annual
1o1al premivm for family coverage of at
feast $18,894 (120% of the average family
premium), while 209% of covered workers
ate in plans where the family premium is
less than $12,596 (less than 80% of the
average family premium). The distibution
is similar around the average single
premiunt (Exhibic C).

Covered workers contribute on average
18% of the premium for single coverage
and 28% of the pramium for family
coverage, the same percentages they

contributed in 2011 and relarively
unchanged over the past decade. Workers
it small firms (3-199 workess) contribute
2 Jower average percencage for single
coverage compared to workers in larger
fiems (36% vs. 1896}, but a higher
aversge percentage for family coverage
{35% vs. 25%).

Aswith weal premiums, the share of the
premium contribured by worlers varies
tonsiderably around these averages. For
single coverage, 61% of covered workers
are in plans that require themn to make

z contribution of less than or equal to a
quarer of the total premiam and 2% are in
plans that require a conuibution of maore
thashalfl of the premium; while 16% are
in plans that require no conuibution at

aH. For femily coverage, 43% of covered
workers are in plans that reguire them to
make 2 contribution of less than or equal
w0 a quarter of the toral premium and 14%
are in plans thar require more than half of
the premium; only 6% are in plans that
tequire ro contribution for family coverage

(Exhibit D).
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Average Annual Firm and Worker Premium Contributions and Total Premiums for Covered Workers
for Single and Family Coverage, by Plan Type, 2012

HMO, !
Single $1,114
|

B

Family 54,563

3 515,729

PPO
Single

Family

516,356

PrOS
Single :

Farnify -

HDHP/SO
Single :

Family :

$14,120°%

ALLPLANS

|
Family

!

2 s15,745

25

50 $2,000 $4,000

Worker Contributian

$6,000 $8,000

“ Estimate is statistically differeat fram Al Plans 2stimale by coverage type (p<.G5).

Source: Kaiser/HRET Susvey of Emplayer-Sponsored Health Benefits, 2012

Looking ar the dollar amounts thae workers
contribure, the average annual premium
centributions in 2012 are $951 for single
coverage and $4,316 for family coverage.
Neisher amount is a seatistically significant
increase over the 2011 values {$921 and
$4,129, wespectively), Workers i smal}
firms {3-199 workers) have lower average
coneributiens for single coverage than
workers in larger fiems ($848 vs. $1.001),
buse higher aveeage contributions for family
coverage (35,134 vs, $3,926). Compared
16 the average worker contributions,
warkers in HDHP/SOs have fower average
contributions for both single coverage and
family coverage. Workers.in HMOs have
higher than average contriburions for single
coverage, while workers in POS plans face
smaller contributions,

Overall, PPOs are by far the most common
plan type, encolling 56% of covered
wotkers, Nineteen percent of covered
workers are earolled in an HDHP/SO, 16%
inan HMO, 9% in 4 POS plan, and less
than 1% in a conventional plan (Exhibic E).

Enrollment in HDHP/SOs did not increase
significantly in 2012 over the previous year,
bue over tirne it has risen 10 19% of covered
workers from just 8% in 2009 (Exhibic E).
Ensollment distriburion varies by firm size,
with PPOs being relatively more popular
among large firms (200 or more workers),
and POS plans and HBHP/SOs being
refatively move popular among smaller
fisrs,

510,000 $12,000 514,006

Most covered workess face addicional plan
costs when they use health care services.

A Jarge share of workers in PPOs (779%}
and POS plans {G0%) have 2 general
annual deductible for single coverage char
st be meet befare all or most services are
reimbussed by the plan. In conwast, only
30% of workers in HMOs have a general
anmual deduciible. However, many workers
with no general annual deductible stilf face
other types of cost sharing when they use
services, such as copayments or coinsurance
for office visits and hospitalizations.

Among workers with 2 generaf annual
deductible, the average deductible amount

THE KAISER FAMILY FOUNDATION -AND- BEALTH RESTARCH & EDUCATIONAL FRUST

$16,000 518,000

[H Employer Conribution

for single coverage is $733 for workers in
PPOs, $691 for workers in HMOs, $1,014
for wotkers in POS plans, and $2,086

for workers in HDHP/SOs.* As in recemt
yeas, workers with single coverage in

sreall firms {3199 workers) have higher
deductibles than workers i Inrge firms (200
or more workers); for example, the average
deductibles for single coverage in PPOs,
the most common plan 1ype, are $1,260
forworkers in small firms (3-199 workers)
compared 1o $563 for workers in harger
firms. Overall, 3496 of covered workers

are i a plan with a deductible of at least
$1,000 for single coverage, similar o the
31% repored in 2011, but up significantly
from 22% in 2009 and juse 10% in 2006
{(Exhibit F). Covered workess in small firms
remzin more likely than covered workers in
lasger firms (49% vs. 2696} 1o be in plans
with deductibles of at least $1,000.

The large majority of workers also has w
pay a portion of the cost of physician office
visits. Almost thyee in four covered warkers
{73%) pay a copayment {n fixed dollar
amount) for office visits with a primary
care physician or a specialist physician, in



EHEIBIT C

Distribution of Premiums for Single and Family Coverage Relative to the Average Annual Single or Family Premium, 2012

Single 15% 23% 0%
$5,615 46,738
15% 17% R $4%
<512,596 $18,745 »u$18,804
LESS THAN 80% AVERAGE TO LESS THAN 110%
§0% TO LESS THAN 90% §10% TO LESS THAN 12095
90% TG LESS THAN AVERAGE Bl 120% OR MORE

ot The average anaual premium is $5,615 for single coverage and $15,745 for family covesage. The premium diswribution is relatve lothe average singte or family premium. For example,
$4,452 is 80% of the average single premiuns, 55,054 is 90% of the average single premium, 6,177 is 110% of the average single prermum, and $6,738 Is 120% of the avesage singte
premium. The seme bresk points refgtive to the average are used foz the distribution for family coverage.

Source: Kaiser/HRET Suivay of Employer-Sponsored Health Benefits, 2012,

addition to any general annual deductible  the average coinsurance for office visits Almost ali covered workers {99%) have
their plan may have. Smaller shares of is 18% for primary care and 19% for presceiption drug coverage, and nearly all
workers pay coinsarance (a percentage specialty care. While the survey collects face cost sharing for their prescriprions.

of the covered amount) for primary care information only on in-network cost Over three-quarters (78%}) of covered
office visits (17%} or specialty care visies sharing, it is generally understood that workers are in plans with theee or more
{19%). Most covered workers in HMOs, out-of-network cost shasing is typically tiers of cost sharing, a figure that has
PPOs, and POS plans face copayments higher. increased wremendously in che past decade.
for physician office visirs, while covered Copayments are more common than

Fifey-eight percent of covered workers . . .
y-eight p coiasurance for each tier of cost sharing.

workers in HDHP/SOs are more likely o
have coinsurance requirements or no cost
sharing after the deductible is mer, For
in-nerwork office visits, covered workers
with a copayment pay an average of $23

for primary care and $33 for specialty care.

face copayments for emergency room

(ER} visits and 22% pay coinsurance. The
average copayment for ER visits is $118.
For three in four workers (75%), cost
sharing for ER visits is waived if the patient

Arnong workers with three-or-more tier
plans, the average copayments in these
plansare $10 for first-tier drups, $29

for second-tier drugs, $51 for third-tier
drugs, and $79 for fourth-tier drags. These

is admitted o the hospical. . .
%P amountsare not sigaificantly differene

For-covered workers with coinsurance,

2t

All Sraali Firms

18% 5%
{3199 Workers)®
1%";
Alf Large Firms 239
{200 or Mote Workers)®
2%“[
ALL FIRMS 17
All Senall Firms 35%
{3-199 Workers}*
At arge Flrms 5
{209 or More Workers)*
ALL FIRMS 14%
0% 10% 20% 30% 40% 50% 608 70% 203 96% 166%
B 0% Greater Lhan 25%, less than or egual Lo 50%

5 Greater than 0%, less than or equal 1o 25% Greatet than 50%

* Estimale is stanisticatly difierens between All Smalf Firns and All Large Firms within caverage type (p<a5).
Source: Kaer/HRET Survey of Emplayer-Sponsered Health Banefits, 2812
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from the amounts reported fase year,
HDHP/S0s have a somewhat different
cose-sharing pattern for prescription drugs
than osher plan types: juse 54% of covered
workers are enrolled in a plan with three or
more tiers of cost sharing, while 199 ase in
pians that pay 100% of prescription costs
once the plan deductible is met, and 20%
are in a plan with the same cost sharing for
all preseriprion drugs.

Tn addition to any other cost sharing, 13%
of covered warkers with drug coverage
also face a separate annual deducdble

for prescription drugs. For those with

a separate drug deductible, the average
amount is $145, Eleven percent of
covered workess with drug coverage have
a separate annual out-of-pocket limit thae
applies only 10 spending on prescription
drugs, with an average limic of $1,722.
The prevalence of these prescription drug
deducribles and our-of-pocker Jimiis hes
changed little over time.

Most workers also face additional cost
sharing for a hospital admission or an
outpatient surgery episode, After any

general annual deductible, 58% of covered
workers have coinsurance and 17% have

a copayment for hospial admniissions.
Lower percentages have per day {(per

diem) payments {495}, a separate hospital
deductible (3%, or both copayments and
coinsurance (9%}. The average coinsurance
rate for hospirat admissions is 18%, the
average copayment is $203 per hospital
admission, the average per diem charge

is $221, and the average separate annual
hospital deductible is $548. The cost
sharing provisions for curpatient surgery
are similar w0 those for hospital admissions,
as most covered workers have either
coinsutance (39%) or copaymenis {199%).
For covered workers with cose sharing

for each outpatient sargery episade, the
average coinsurance is 18% and the average
copayment is $127.

Mosz plans limit the amount of cost
sharing workers must pay each year,
generally referred to as an out-of-pocker
maximum. Eighey-seven percent of covered
workers have an out-of-pocker maximum
for single coverage, but the actual dollar
limits differ considerably. For exaraple,

among covezed workers in plans that

have an out-of-pocket maximum for
single coverage, 419 are in plans with

an annual out-of-pocker maximum of
$3,000 or more, and 16% are in plans
with an out-of-pocket maximum of fess
than $1,500. Even in plans with a specified
out-of-pocker limit, nov alf spending is
counted towards meeting the fimit. For
example, among workers in PPOs with

an out-of-pocket maximum, 719% are in
plans that do aet count physician office
visit copayments, 36% are in plans that do
ot countt spending on the general anaual
deductible, and 80% are in plans thar do
not count prescsiption drug spending when
determining if an enrollee [as reached the
out-of-pocket limit.

AYAILABILITY OF EMPLOVER-
SPGNSOBEDR [OVERRGE
Sixty-one percent of firms offer health
benefirs to their workets, similar ro the
percentage (60%) that offered last year
(Exhibit G). The likelthood of offering
healeh benefies differs significandy by size,
with only 50% of eraployers with 3-9

56%
0% 20% 406% 0% 80% 100%
: i ’ . ' A
Note: Informaticn was not chiained for POS plans in 1988, & gosilon of the change in plan type entoliment for 2005 is fikely ainbutable 1eincerporaling more = :Zii::)VEHTiOH t
recent Census Bureau estimales of the sumber of state and focal government workers and resnoving federal wotkers fiom e veights, Se2 the Survey Datign w50

znd Methoeds section fioin the 2005 Kaises/HRET Survey of Employer-Sponsoted Healthy Benelits for additionai information.
Source: Kefses/HRET Survey of Employer-Sponsored Health Benefits, 1999-2012; KPIMG Survey of Employer-Sponsered HeslhSenafis 1993, 1996 The Health

Insurance Association of Amesica (HERA), 1988,

THE HAISER FAMILY FOUNDATION -AND- HEALYH RESFARTH & EDULUATIONAL TRUST

CE3 HEIPs0



workers offering coverage, Vigraally all
employers wich 1,000 or mote workers
offer coverage to at least some of their
employces.

Even in firms thar offer health benefits, not
all workers are covered. Some workers are
not eligible to enroll as a result of waiting
periods or minimum work-hour sules.
Other workers do not enroll in coverage
offercd to them because of the cost of
coverage or because they have access 1o
coverage through a spouse. Among firms
that offer coverage, an average of 77% of
workers are eligible for the health benehies

offered by their employer. Of chose eligible,
819 take up their employers coverage,
resulting in 62% of workers in offering
firms having coverage through their
employer. Among both: firms that offer

and do nor offer health benefits, 56% of
workers are covered by health plans offered
by their employer, similar to the percentage
in 2011,

Twensy-five percent of large Rems (200 or
more workers) thar offer health benefits

offer retivec health benefits in 2012, similar

1o the percentage that did so in 2011, The
offer tate has Fallen slowly over time, with
significantly fewer large employers offering
resiree health benefis in 2012 than they
did in years prior to 2007,

Among large firms (200 or more workers)
that offer zetiree health benefits, 88% offer
fiealih benefits to early retirees {workess
retirinng before age 65}, 74% offer health
benefits 1o Medicare-age retirees, and

5% offer a phan thar covers exclusively
preseription drugs,

Percentage of Covered Workers Enrolled in a Plan with a General Annual Deductible of § 1,000 or More for Single Coverage,

By Firm Size, 2006-2012

50% 49%
50% QT
e
49% o™
409 s . a;%
35 sl 24%
3%
30% 279%%%
219* 229
. 26%
20% 16% M 19%7
o] 22%%
12%*
10% 17%6
10% I 13%*
8% 8%
%
05
2006 2007 2068 2009 2010 201 2012
< Al Small Firms {3-199 Workers} All Large Firms (200 or More Workers) All #Firms

* Estimate is statistically different fiom estimate for the previeus year shown (p<.05)

Note: These estimates include workers enrofed in HDHP/SO and other plan types. Because we do net collect infermation on the etuibet es of corventional plans, to be conservalive, we
sssuimed that workers i cenventional plans do not have a deductitde of $1.000 or more. Because of the low garaliment In conveatiznd] plass, the Impard of 1his assumption is minimal.
Average general annua) health plan deductibfes for #POs, POS plans, and HDRP/SOs ase for in-netwosk services.

Source: Kalser/RET Survey of Employer-Sporsored Health Benehis, 2006-2612.

Percentage of Firms Offering Health Benefits, by Firm Size, 1999-2012

FIRM SIZE 1999 2000
3-9 Workers 55% 57%
10-24 Workers 74 80
25-49 Workers 88 91
50-199 Workers 97 97

Al Srall Firms o o

{3-199 Workers} 63% 68%

All Large Firms o o

(200 or More Workers) 9% 99% 7
ALL FIRMS 66% 68%

2001 - 2002
58% 58%  55% 52% 47%

2003 2004 2005

2006 2007 2008
4%%  45% S0%  47% 59%° A8%* 50%

2009 2006 2011 2012

17 70% 76 74 12 73 76 8 72 76 71 73
90 87 84 8/ 87 87 83 9 8 0 8¢ 8
9 95 95 92 93 92 94 sa 95 .95 93 9
67% 65% 65% 62% 59% 60% 59% 2% 50% 68%" 59%T 61%
99% 98% O7% O08% O7% 08% 99% 09% 08% Q9% 99%  98%
68% 66% 66% 63% G0% 61% 59% 63% 50% 69%* 60%° 61%

* £stimale Is statisticaily different from estimate for the previous year shown (<055

Note: As neted in the Survey Design and Methods sectian, estimates presented in this exhibit ate based onthe sample of both fansthat completed the entire survey and those that
ansyered just one question aboul whethez they offer healrh banefis.

Source: Kaiser/HRET Survey of Emplayer-Spansored Health Senefits, 1999-2012.
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Employers continue 1o offer welness

and other programs as a benefit to their
employees. These include offering their
employees the apportunity to complete

2 health risk assessment and offering
programs that help employees engage

in healthier personal behavior. Some
employers have begun 1o collect biometric
information from employees {e.g.,
cholesterol levels, body mass index) and are
using it as part of their wellness and health
progeams. Some lasger employers also are
offesing on-site medical clinics to provide
care for employees for work-relared and
non-work-related medical conditions.

Eighteen percent of employers offering
health benefits ask employees 1o complere
a health risk assessment. A health risk
assessment includes questions abour
medical history, health status, and lifestyle
and is designed to identify the health risks
of the person being assessed. Large fivms
{200 or more workers} are more likely
than smaller firrns 1o ask employees to
complete a risk assessment or appraisal
(38% vs. 18%). Among these firms, 63%
of large Firms (200 or mose workess)
provide a firancial incentive 1o employecs
to-encourage thes to complete the
assessment {Exhibit H).

This year we asked firms who ask their
employees to complete a health risk
assessrnent if employees with an identified
health risk factor face financial incentives
or penalties for completing s wellness or
health management program, or meeting
biemetsic rargers. Eleven percent of farge

fiems reported that there are instances
where an employee with an identified
health risk factor is sequired to complete
awellness or health management program
or activity in order to avoid a financial
penabey, such as a higher premium
contribution or higher patient cost
sharing. Nine perveni of large firms that
ask empleyees to complere a health risk
assessenent seport that employees are
rewarded or penalized financially based
or: whether they meet specified biomerric
outcomes {not including smoking
eessation}, such as meeting a targer body
mdss index (or BMI)} or cholesterol level.

The majority of employe:s offering heaith
benefirs offers at least one of the following
wellness programs in 2012 (63%):

weight loss programs, gym membership
discounts or on-site exercise facilities,
biometric screening, smoking cessation
programs, personal health coaching,
classes in nutrition or healthy living,
web-based resources for healthy living, or
a wellness newslerser, This is similar to the
percentage {65%) for 2011, Large firms
{200 or more workers) are more likely o
offer a wellness program than small firms
(94% vs. 63%). When asked the primary
reasen for offering a wellness program,
firms were most likely to respond thar the
welluess program was part of the health
plan {37%) or was offered to improve
employee health or reduce absenteeism
(35%). Oinly 9 percent of employers
offering these programs identified reducing
health care costs as the primary reason for
offering the program. When asked abour
the effectivencss of wellness programs, 73%

of ernplovers offesing at lease one of these
wellness programs reported that wellness
prograins were effective in improving the
health of their firm's employees, while 52%
said that wellness programs were cfective
in reducing their firm’s health care costs.*

Employess offer other health-relaced
programs as well, Twenty-two percent

of firms with 1,000 or more employees
reporied operating an on-site health clinic
for their employees in ar least one of their
major focations, About three in four of
these firms {76%) reported char employees
could receive reatment for non-work-
refaced conditions at the on-site ¢linic.

“While many of the most significant
provigions of the Patient Protection and
Affordable Care Act (ACA) will not 1ake
effect undil 2014, important provisions
became effective in 2010 and ochers will
rake effect over the nexe few years. The
2012 survey asked employers about some
of these early provisions.

. The ACA
exenpts “grandfathered” healsh plans from

[

a number of its provisions, such as the
requirerrients to cover preventive henefits
without cost sharing or o have an external
appeals process. An employer-sponsored
health plan can be grandfathered i€ it
covered a worker when the ACA became
law (March 23, 2010) and if the plan
does not make significant changes that
reduce benefits or increase employee costs.”
Fifry-eight percent of firms had at least
one grandiathered health plan in 2012,

Percentage of Large Firms with Finandial Penalties and/or Incentives for Employees Who Complete Wellness Programs or

Meet Biometric Qutcomes, 2012

Large Firms

{200 or More Wcrkers)

Among firms offering health benefits: ’

Firm asks employees to complete a heaith risk assessinent: 38%
Among firms which ask employees to complete a health risk assessments:

Firm offers financial incentives to complete a health risk assessment 63%

Employées with identified ﬁealsh risk factars have to cofnﬁieie a.weilness pregram or fze fnandal -

penaities _ ) )

Some employees are either rewarded or penalized based on whether they rﬁeet Liometdc outcomes 9%

Note: & heallh risk assessment os appraisal includes guestions on medical history, health stagus, and lifestyle and is desigredio identify the Jrealth risks of the person being assessed.
smaking cessation s not included as a biometric outcome. A lswer percaritage {18%) of small firins {3-199 workers} asks employassio complete a health risk assessment than faiger
firns {359, The estimates for smalf firms which 2sk employaes Lo complete a health risk assessment are not induded duetothe high stendandernons.

Satrice: Kaiset/HAET Suevey of Employer-Sponsored Health Benefits, 212
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down from 729 in 2011. The percentage
of firms with at least one grandfathered plan
does not differ significantly berween smalt
(3199 workers) and larger firms. In terms
of ensoliment, 48% of covered workers
were in grandfathered health plans in 2012,
dovn from 56% last year (Exhibit 1}

Firms with plans that were not
grandfathered were asked to respond o a
list of porential reasons why cach plan is not
a grandfathered plan. Tiweniy-seven percent
of covered workers are in plans thar were
not in effect when the ACA was enacted.
Roughly sienilar percentages of workers

are in plans where the deductibles or
copayments {36%) or employee premium
contributions (34%) changed more than
was permitred for plans to maintain
prandfathered status. The reasons plans were
not grandfathered varied by firm size, with
workers in small firms {3199 workess)
manch more likely than workers in Jarge
fivms to be in a new plan that was not in
effect when the ACA was enacted (55% vs.
19%) and generally less likely to be affected
by plan changes.

: 21 lpers The
ACA requires firms offering health coverage
1o extend benefits to children of covered
workers unil the child reaches age 26. The
child does not need o be a legal dependent,
but uneil 2014, plans do not have to enrell
children of employees if thase children are
offered employer-sponsored health coverage
at their own job, The survey asked firms
whether any adult children who would
sot have been eligible for the plan prior 1o
the change in law were currently envolled

in health coverage under this provision.
Twenty-nine percent of small firms (3-199
workers) and 90% of larger firms enrolled
at least one adult child under this provision
at the time of the survey. The numbers of
children thae enroll under this provision are
closely related 1o the number of workers

in the firm. Smaller firms {3-49 workers}
on average enroll one ro-two adul childeen
due 1o the provision, while the largese firms
(3,000 or more workers) enroll an average
of 478 adub children. In 1otal, 2.9 million
adult children are currendy enrolled on
their parent’s coverage because of the ACA,
1.1 millien ar small firms (3-199 workezs)
and 1.8 million ar larger firms.

Framium Contrilwtions, Forry-one
percent of smail firms (3-199 workers)

and 919 of farger firms have a plan under

section 125 of the Internal Revenue Service
Code (sometimes called 2 premium-only
plan) to allow employees to use pre-tax
dollars o pay for their share of health
insurance premiums. These percentages are
similar 1o 2010, the Jast time we asked about
pre-tax contriburions (40% and 90%).

; - Seventeen
percent of small firms (3~199 workers}
and 76% of larger firms offer employces
the option of contributing to a flexible
spending account {or FSA). FSAs permit
employees 10 make pre-tax contributions
that may be used during the year to pay
for eligible medical expenses not covered
by health insurance. These percentages
are similar to 2010, the last cime we asked

abour FSAs (12% and 74%).

sheppxing for Coverage, Fifty-four percent
of offering firms shopped for a new health
pEan or insurance carsier in the previous
vear. There was not a significant difference
bewveen small (3-199 workers) and larger
fiems in the likelihood of shopping for
new coverage. Among firms that shepped,
18% changed carriers in the past year and
27% changed the type of health plan {e.g,,
HMO, PPO, POS or HDHP/SO) that they
offer.

= Most firms that have
seli-funded health plans purchase insurance,
often called “stoploss” coverage, to himit

the smount they may have 1o pay in claims
either overall, or for any particular plan
enrollee. Fifty-nine percent of workers in
selFunded kealth plans are enrolled in

plans covered by seoploss insurance. The
average per employee claims cost ar which
stoploss insurance begins paying beneflts is
about $223,000.

In 2012, premiums increased moderately
as the economy continued o recover
slowly and utilization remained shuggish.
The percentage of firms offering health
insurarece and the percentage of workers
covered by health insurance remained
steady. For the firse time since 2009, the
percentage of covered warkess enrolled in
high deductible health plans with a savings
option did not increase significantly versns
the previous year. Imporant differences
remain in the health plans being offesed ar
small and large firms, with covered workers

Percentage of Covered Workers Enroffed in Plans Grandfathered under the Affordable Care Act (ACA),

by Fitm Skze, 2011 and 2012

20%

63%
60%

40%

%%

Small Firms {3-199 workers)*

53%

%

Large Firms {200 o more workers)

* Estimate is statistically different between 2011 and 2612 (pe8S).

Source: KaisersHRET Survey of Employer-Sponsored Health Benefils, 2011-2012.
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facing larger premium contributions for family coveraee and cost- From previous years' experience, we learned thar fiems thae decline
Y i p ¥ :

sharing requirements at smalter firms. 10 participate in the study are less fikely o offer health coverage.
- . . i Therefore, we asked one question to all fieras with which we made
A significant number ?f firms {18%6) ar‘e asking their employees phone conact, bus the firm declined to participate. The question
© ce_)mp]ete @ helh rss‘k asessment, with o sharc of employers was, “Docs your company offer a heaith insurance progeam
lesying financial penalries :o'certau? workers who do not complere s 2 benefit o any of your employees” A toral of 3,326 firms
wellness prograsns o meet biometric outcomes. responded to this question (including the 2,121 who respanded

10 the full survey and 1,205 who responded to this one question).
Their responses are included in our estimates of the percentage

of firms.offering health coverage. The response rate for this
question is 73%. Since firms are selected randomly, ir is possible
10 extrapolate from the ssmple to national, regional, industey, and
firm size estimates ning statistical weights. In calculating weighss,
we firse determined the basic weight, then applied 2 nosresponse
adjustment, and finaly applied 2 pose-starificasion adjustment.
We used the 1.5, Census Bureau’s Stacistics of ULS. Businesses

Employers continue 1o implement the early provisions of the
Affordable Care Act. Currendy 2.9 million children are enrolled
in z parent’s employer-sponsored health plan s a result of the
ACA. Less than half of covered workers are in grandfathered plans,
a reduction from Jast year. The survey will continue 1o monitor
employers responses to health reform and other changes in the
insurance marker.

‘ o ) ‘ as the basis for the suatificarion and dhe post-stratification

The Kaiser Family Foundation/Health Research & Educational adjustrent for firmsin the private sector, and we used the Census
Trust 2012 Annval Employer Health Benefits Survey of Governments as the basis for post-stratification for firms in
(Kaiser/HRET) reporss findings from a telephone survey of 2,121 the public sector. Some aumbers in the exhibits in the eeport do
wndomly selected public and private employers with three or ROT sum up to rotalsdue to rounding effects, and, in a few cases,
more workers. Researchers at the Health Research & Educational numbess from distriburion exhibits referenced in the texr may nos
Trust, NORC ar the University of Chicago, and the Kaiser Family add due to rounding effects. Unless otherwise noted, differences
Foundarion designed and analyeed the survey. National Research, referred 1o in the wa and exhibits use the 0.05 confidence level as
LLC conducted the fieldwork berween January and May 2012, the threshold for significance.

In 2012 rthe overall response rate is 47%, which includes firms

that offer and do nox offer health benefits. Among firms that offer For more information on the survey methodelogy, please visic the
health benefits, the survey's response rate is also 47%. Survey Design and Methods Secdon at hirp://ehbs kff.org/.

' Kaiser Commission ore Medicaid and the Uninsured. The Uninsurad: A Primer. Kalser Family Foundalion. 2017 Gel. Available fipm: ittpfiwwwkifogfuninsurediupioadi7451-07 pdf, 56.7% of

5 the pon-eidesly American population teceives insurance coverage through am empioyer-sponsored plan,
Kaiser/HREY surveys.use the Apiil-to-Aprit time period. The inffation aumbers are not seasonally adjusted. Burean of Labor Satstics. Conwmer Price Index, U.5, ity average of
ennual inflation (Agiit vo April). [internat]. Washington (DL): Department of Labar; 2012 [cited 2012 Aug 27). Avaitable from: itipidats blsgpw/iineseries/CUURNGG0SADYinchuds
graphs=false&outpus_type=cok option=al_years10, Wage data are from the Bureat of Labor Statistics and basedenihe changein toial aversge hourly eamnings of production
and n pervisgry employees. Employment, hours, and earnings from the Current-Empidymem Statistics susvey [intemet]. Yashingon {IX): Depastment of Labor; 2012 [cied 20132 Aug
271 Avaitable lrom: hitpiidaza. bls.govitimeserias/CESOS00000008. :
The suyvey treals high-deductible plans that can be paired with a savings option as a distintt plan type - High-Deductible Heah Flan with Savings Gption (HOHP/SO) ~ even if the plan
would athenwise be considered a PPO, HWO, POS plan, or conventiona) bealth plan, Specifically for the survey, HDHP/SOs are difine das {1) heakth plans wizh a deductible of at Jeast $1,000
for single coverage and $2.600 for famify caverage offered with 2n HRA (referred 1o as DHP/HHASS; or () high-deductible health pians that meet the federatiegal requitements to paimit an
entollee 10 establish and contribute to an HSA frefersed 10 a5 HSA-qualified HEHPsY
Twelva pescent of firms indicated that they did not know if wellness programs were effective in impraving employees heslth ard 13%d7dd not keow if wellness programs wese effective in
reducing coxts, .

5 Federal Register Vol. 15, No 221, Hovember 17, 2010, hupd/fwvew gpo.govidsys/pke/FR-2010-1 1. 17/pdif2016-28861 pdf.
in 2012 end 2611 firms that indicate “other™were slfowed Lo explain why the plan was na Jonger eligible. In 2011 firms that indisied that they chenged carsiers were cecoded as having a
new plan. Fedenl requlziions pow allow some firms that changed caeriers 3o praserve their grandfather stalus, and therefore thiss finns were rol recoded 35 nevs plansin 2082,

7 Fedewal Register, Vol 75, 1o 92, May 13, 2010, hitpTvrvnw.gpo.goviidsys/pho/FR-2010-05 -1 3pdff2010- 11 291 pdf.
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4 DECEMBER 2011

mily Dopper and her boyiriend, Willem
van Leeuwen, tourists from the Neth-
erlands, were on their way to lunch at
the Boathouse restaurant in New York’s
Central Park when they encountered the
picket line. Clay Skaggs, a striking waiter,
intercepted them, “We're asking you not to

E

eat here,” he said in a tone of polite expla-

natxori. “They practice sexual harassment, and they stole $3
million in wages over two years. They also got a C-rating on
their health inspection.”

Dopper looked dejected and unconvinced. “We came here
to Central Park all the way from Europe,” she said.

“There are lots of other great places nearby,” Skaggs con-~
yimed. He handed them a foldout flyer. One side featured a
detailed map of the park and its myriad paths and attractions,
displaying locations and write-ups of other restaurants and a
big red circle with a slash around the Boathouse. On the other
side was a6 explanation of the issues in the sirike, with summa-
riesin 1% languages. Adopting hisbest waiter’s manner, Skaggs
pointed cut several eateriesin and around the park. “Here's one
of my favorites,” he said. “It’s a gourmet pusheart that has ter-
rific pulled pork and jicama eoleslaw. ‘Theve are tables nearby.”

The tourists exchanged a few words. “We are happy to help,”
van Leeuwen said. “We have an expression in Dutch. [t means,
when you team: up, you are stronger.” Off they walked.

In the six weeks of the strike by Local 6 of the hotel and res-
taurant workers union, spanning the Boathouse’s busiest sea-
son in Augustand September, restaurant traffic dwindled toa
fraction ofits usuallevel. The popular outdeor bar, usually five
deep on aniceday, wasall hut empiy. Meanwhile, the National
Labor Relations Board (NLRR) was close {o issuing a formal

WWW.PROSPECT.ORG



L

complaint against restaurateur Dean Poll citing a variety of
infractions, including firing pro-union workers, stealing wages
and tips, and several instances of sexual harassment. Accord-
ing to the union, the proprietor had ignored complaints when
a manager pressured female workers to date him and when a
banquet captain repeatedly stalked a waitress. Pregnant wait-
resses, the union charged, were given extra work to force them
to quit. Employees also had long-standing frustrations about
the low pay, the arbitrary layoffs and shift changes, the lack of
bathroom facilities for workers, the shaved changing room for
male and fernale employees, and the refusal to grant sick days.

Local 6 had been working with Boathouse employees seek-
ing a union for two years, waiting for the NLRB to act. Last

spring, when several pro-union waiters were terminated with
no explanation, a wanager blandly explained that this was no
big deal—the restaurant was making several decorative altera-
tions, including replacing the chairs. This last straw gave the
union its slogan for the strike: “We are not chairs.”

Some 4,000 union members walked picket lines. The local
printed 250,000 of the maps, which hecame popular with bus
tour guides and pedicab drivers. The union used its contacts
to discourage influential New Yorkers from holding events at
the Boathouse. “Not a single elected official who we asked for
support turned us down,” says union president Peter Ward.
Because the Boathouse is in Central Park, the City is Polls
landlerd, and Deputy Mayor for Economic Development Rob-
ert Steel worked to bring about a settlement.

On September 22, facing escalating losses to his business,
Poll caved. He signed a union contract giving workers raises
averaging 30 pereent to 40 percent as well as membership in
the union’s comprehensive health plan (see sidebar), Hourly
pay for line cooks goes from $8 or $9 an hour to $16 an hour,

and for grill cooks to $20. Dishwashers will go from earning
mininwm wageor slightly above to earning $18.50 an hour.
Banquet waiters are guaranteed that gratoity charges will be
passed along aud will see their total hourly earnings rise to
around $26. Eighteen workers illegally fired will be reinstated
with full back pay. The union has been taking out Internet
and print ads wiging patrons to come back to the Boathouse.
The new contract also requires the restaurant to display a
prominent sign, “Union House.” Workers also gain a range of
due-process rights; they cannot be fired except for just cause,
and for the fiysttimme, there are clear protections on schedul-
ing and layoffs. (Poll declined comment.)

Union victories like the one at the Boathouse are rare.

Almost everywhere else in the labor movement, the news is
bleak. A three-decade assault on workers’ right to organize
has been worsened by high unemployment, outsourcing to
low-wage nations, ever more aggressive anti-union tactics by
management, and rising health-care costs—all of which make
wage increases adistant memory. Today, collective bargaining
is mostly about concessions, not new benefits, and collective
bargaining itselfis the exception, with union representation
in the private seclor down to just 7 percent of workers,

This reality, of course, makes New York’s hotel union all
the more remarkable. With some 23,000 members, Local 6
is by far the largest of the eight locals that make up the nearly
30,000-member New York Hotel and Motel Trades Council.
Among the other locals in the council are the Operating Engi-
neers and the Electricians, who represent specialized hotel
employees. The council's master contract covers about 71 percent
of hotel rooms in New York's five boroughs and nearly all large
hotels in Manhatian, (Most freestanding unionized restanrants
in New York are represented by another unit, Local 100.)
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Local 6 members range from restaurant staff such as line
cooks, dishwashers, waiters, bartenders, and busboys to desk
clerks, bellmen, housekeepers, and unseen “back of the house”
hotel staff like laundry workers. With wages and tips, a ban-
quet waiter at a top hotel can command a six-figure income,
but even the most humble jobs guarantee middle-class wages.
A union housekeeper now gets more than $25 an hour, or
about $50,000 a year, plus paid vacation, sick days, a pen-
sion, and the benefits of the union’s health plan (which are
paid for entirely by management), The heavily immigrani
union—67 languages are spoken among the membership—
runs continuing-education programs that range from English
as a second language to culinary school.

Absent a union, the boss can fire for a1y reasow Or no reason
at all. Management can be as arbitrary as it likes in assigning
shifts, defining jobs, deciding whom to lay off and whom to
call back. No formal process is required, and no explanation
need be given. In a city with a large immigrant population at
a time of high unemployment, there is a seemingly endless
supply of worlkers willing to do casual jobs at low wages and
fearful of being fired. All of which raises the $25-an-hour
question, At a time when the strength of unions is dwindling,
how does Local 6 do it?

THE UNION, FOUNDED IN 1938, has always had a tradition of
militant rank-and-file involvement, according to Peter Ward,
who has led Local 6 since 1995. He and organizing director
Jim Donovan have been relentless in devising creative ways to
involve hotel workers in the life of the local, so that “the union”
is not an office across town but a membership highly engaged
with defense of their rights.

Until the Hotel Trades Council made its breakthrough and
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“Some people
explain that it's more like |

signed-union contracts with 62 New York Hotels by 1939, there
had been failed attempts to organize 2 New York hotel union
in 1934, 1929,1918, 1912, and even an early effort in 1853. But
this time, the unionists had the Roosevelt administration, the
1935 Wagner Act creating a legal right to organize or join a
union, and the desire of hotelkeepers to avoid strife as they
welcomed tourists to the New York World's Fair. But above all,
the union had committed membersh ip and shrewd leadership,
under the legendary organizer J ay Rubin, the Hotel Trades
Council’s fivst president,

Effective unionshave long used shop stewards—regular work-
ers who are available tolisten to grievances and press complaints
with managers. Local 6 takes the concept to a new level of

sophistication and engagernent, In New York’s union hotels, shop
stewards are called delegates. They and assistant delegates are
elected directlyby the-membership at each hotel, Everyjob cat-
egory has one or several delegates depending on the hotel's size.

Before the Flatotel on West 5and Street was unionized in
2005, Ruth Cabrera, a Dominican-born mother of two from the
Bronx, typicallycleaned 20 rooms or suites per eight-hour shift,
Since the hotel had many three-room apartments, her quota
sometimes {ranslated to as many as 37 actual rooms, When
workers voted ja the union, Cabrera’s daily quota dropped to
12 actual rooms and her wages increased by about 40 percent.

Cabrera, who serves as a union delegate, works to settle
disputes large and small. After guests checked out of 4 suite
where they had stayed several nights, one of her eo-workers
found a stack of doHar-coins on a bedside table, which she
took to be a tip. The guest later called in to say that she had
left behind some coins that she had gotten from a local bank
as a souvenir. Management accused the housekeeper of theft,
“They wrote her up,” Cabrera says. “They were going to fire
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& thinkit's a charity. Others think it's a business. We have to
2 apolitical organization that works to get better contracts.”

her.” Cabrera persuaded the manager that the room attendant
had areasonable expectation that the money was left as a tip,
and Cabrera and her co-worker went to the bank to replace
the coins. The worker was not punished.

I a delegate cannot settle a dispute, it goes to the union busi-
ness agent, a paid staffer who is responsible for several hotels, If
there are still differences, the contract provides for binding arbi-
tration, The union also has a tradition that it reserves for special
oceasions when it needs to make a point—the lobby meeting.

An epic case of the power of a lobby meeting occurred
in 1997 at the ultra-luxury St. Regis hotel and created such
turmoil that it made The New York Times. Three hostesses
charged a maitre d’ with repeated sexual harassment. They

peaceful. The contract spells out rights and responsibilities in
detail, and the ultirnate recourse to binding arbitration gives
management an incentive to settle minor issues before they
become major ones.

“Before the union, I stayed working one day until 2 AM,,
says Juan Urias, 56, a doorman at the Novotel, the site of a
protracted organizing drive that the union finally won in 2005,
“They owed methree hours overtime, and they wouldn't pay, 1
even complained to the NLRB. But the NLRB lady said, 'l can
make them pay you for those three hours, but they will find
a way to get rid of you.’ So we decided to bring in the union.”
Since then, says Urias, whois also a union delegate, he hasn’t
lost a case involving a grievance.

"

"

complained to management, but the celebrity chef at the
hotel’s famed Lespinasse restaurant, Gray Kung, sided with
the maitre d’ and dismissed the claim. Senior management,
evidently for fear of offending the chef, took no action. Most of
the hotel staff showed up in'the lobby in full view of the guests
and demanded to meet with the general manager. The even-
tual settlement requived management to fire the maitre &’ and
Kunz to read an apology to the workers in front of the entire
staff. Chef Kunz was denied the authority to give orders to any
staff except the cooks under his direct supervision.

A lobby meeting is the union’s equivalent of the famous dis-
tress call of the circus, “Hey, Rube,” which brings performers
rumting to help their mates. “Most workers just don't believe
they can ever take on the boss,” Donovan says, “Workers who put
their jobs on the line to go on strike at a place like the Boathouse
and trust their fellow workers not to sell them out are taking an
incredible risk. When they win, it is absolutely transforming.”

Because of the union’s institutional power, however, the
choreography of resolving disputes is mostly ritualized and

The union’s citywide agreement with the hotel industry even
includes the holy grail of union eontracts—card-check nevtral-
ity. This means that if a hotel group, such as Hilton, Marriott, or
Trump, has even one union contract in New York and decides to
open, purchase, or manage another hotel in the city, it is beund
by a neutrality clause, Management must allow the workers at
the new hotel the right to choose a union (or not) based on an
immediate count of who has signed union cards. Management
has to provide the union with names and addresses of its employ-
ees and cannot eampaign against the union. Under eard check
rules, Local 6 invariably wins certification by large margins.

THE JOURNALIST AND sOCIAL CRITIC Lincoln Steffens, after
returning from a visit to Soviet Russia in 1919, embarrassed
himself with a declaration often misquoted as “I have seen
the future, and it works.” Steffens actually said, “T have been
over into the future, and it works.” Bither way, he got it wrong,
After spending several weeks observing Local 6, 1 am tempted
to write, I haveseen the past, and it works.
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“The number of guests fluctuates day to day. If managers
reduce large numbers of workers to on-call status: ‘We'll

Stepping into the world of Local 6 is like entering a time
bubble. In the 19405 and 19505, when governmest enforeed
the Wagner Act and unions represented one worker in th ree,
management reluctantly concluded that unions were here to
stay and that it was better to have good labor relations than
endiess conflict. Today, most corporations can break unions
with impunity. Even under a Democratic adiministration, the
backlog of complaints is so extensive that even workplaces
with a large majority of employees wanting a union seldom
get one. But in the New York hotel industry, the balance of
power between labor and management is akin to what it was
in1949. So, for the most part, management wants to getalong
with the union, not destroy it. “I say I have the best job in

the labor movement,” says Richard Meoroko, who became the
union’s legal counsel and vice president in 2002. “I'm actually
negotiating for better wages and benefits.”

Peter Ward, who is 53 years old, is only the union’s third presi-
dent. He grew up in Brooklyn, and he speaks in the rich tones
of outer-borough New York that also evoke the 1940s. After
graduating from Sheepshead Bay High School and working as
awaiter and a bartender, Ward found a salaried job at the union
as a clerk. He was pressed into service in a fight with manage-
ment seeking to oust a union at Downstate Medica) Center in
Brooklyn where Local 6 was helping another local (I think
they sent mebecause ] could find my wayto Brooklyn™). He was
good atit and was moved from adesk job to organizing, In 1983,
when he had already risen to business agent, Ward married
the daughter of the union's then-president, Vito Pitta. Ward is
described by colleagues as polite, tough, selfless, and brilliant.

“The union contract is vague in some areas, ina good way,”
Ward says. “There are hundreds of ad hoe settlements that
modify contracts. For instance, let’s say the hotel has renovated
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its rooms and the mattresses are heavier, and they agree to
inereased compensation or reduced workload. Everything is
put in the database. The more we do this, the more we build
credibility both with the rank and file and with mahagement.”

The master contract specifies not only that management
nust share all payroll and scheduling data but also that the
information be provided electronically. The union database
keeps all of these records and also has a searchable record of
precedents from arbitrators’ rulings.

In effect, the contract creates a local Jurisprudence for
workers and management with expedited remedies, Though
all this may seem bureaueratic, it is the opposite. Worker
and manager share a common interest in quick resolutions

of problems. Because the union knows the contract well and
has an engaged membership to be mobilized when NECESSATY,
most disputesaresettled long before they get toeither binding
arbitration or lobby meetings,

What distinguishes a nonunion setting from a union one
is not that a nonunion workplace is conflict-free. In the hotel
industry, personnel conflicis—temperamental chefs, megalo-
maniac food and beverage managers, light-fingered bartend-
exs, favoritism in hiring, scheduling and promotions based on
friendships or sexual liaisons—are endemic, The difference is
that in a union setting, ordinary workers have rights, and the
metficient, demonalizing petty eorruption is more likely to be
ferreted out, tothebhenefit ofthe comnpany and employees alike,

“The union,” says Mick Wannamaker, a veteran banguet
waiter at Le Parker Meridien, “takes Jjobs and turns them into
professions. It makes better managers out of management, The
good ones get hetter—the bad ones don't survive.”

The jointly sponsored health planisanobject of great pride
to both union and managementand helps cement cordial day-
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s had their way, they would
1 call you, day of, if we need you.™
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to-day relations on other fronts. “When Peter [Ward] and Lsit
across the bargaining table fo negotiate contracts every five
years, we are so-called antagonists,” says Joseph Spinnato, who
heads the Hotel Association of New York City. “But when we sit
down as trustees of the health plan, we are on the same side.”

THIS IS RO'T TO SAY THAT ALLIS ROSY. The union narrowly averted
a citywide strike in its last general contract bargaining, just
before the recession, and will need all of its shrewdness and
salidarity in negotiations next year.

As the hotel industry continues to evolve, the union has had
to change with it. Two decades ago, large chains like Hilton
and Marriott owned and managed the hotels that carried their

brand. Then the stock market put pressure on hotel companies
to increase earnings by selling off properties, which were tying
up a lot of capital. Now, the property is typically owned by a
third party and leased back, oftenas a real-estate investment
trust (REIT) which can exploit tax advantages. The hotel may
be “flagged” by one corporation as a Hyatt or 2 Sheraton and
managed by another, such as Highgate or Interstate Manage-
fent. The union has z binding contract with both the owner
and the manager. Hotels are frequently bought and sold, and
the contract follows the sale.

The same abuses keep repeating themselves, and the union
has to respond with new forms of creativity. Two perennials
are management thefts of wages and tips and efforts to turn
permanent workers into temps. “The number of guests fluctu-
ates day to day,” Ward says, “so hotels have to fine-tune their
staffing on a daily basis. If managers had their way, they would
reduce large numbers of workers to on-call status: “‘We'll call
you, day of, if we need you.” But people need to be able to plan
their lives, so there are rules that prevent that. They have to

post schedules in advance. They are allowed layoffs for sea-
sonal fluctuations but not day-to-day fluctuations. And they
can't schedule overtime when people are on layoff. Many of
our grievancesinvolve scheduling” The union contract forces
managementto become more astute at planning and staffing,
rather than just have employees bear all the cost and inconve-
nience of the ups and downs in bookings.

Then there is the chronic effort by hotels to purloin tips.
“Food and beverage charges were traditionally the entire bills
for banquets, and they included a charge for gratuities,” Dono-
van explains. ‘Hotelsbegan adding rental charges for the ban-
quet room that were not subject to tips, as a way of diverting
money from gratuitics that banquet waiters were entitled to.”

At the last contract negotiations in 2006, the union came
armed with an electronic database and a PowerPoint showing
how mueh money the managers had diverted in a variety of
schemes to shortchange worker pay, and how many millions in
back-pay claims were owed. “We've caught them stealing wages
time and time again,” Moroko says. “We were able to show that
they were recidivists and that there was no incentive for them
not to keep doing it. So we came up with a disincentive. They
agreed toa 15 percent fine in addition to the back wages every
time they're caught. The stealing has dramatically declined.”

Although the neutrality card-check provision in the mnas-
ter contract makes it relatively easy for the union to organize
newly built or purchased hotels operated by established man-
agement companies, the new wave of independent boutique
hotels provides a fiesh challenge. Last year, the union orga-
nized an average of one new hotel a month, and nearly all of
these were based on card checks and management neutral-
ity, according to Moroko. But independently owned hotels
not bound by neutrality card check often put up the same
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“The union takes jobs and turns them into professions. It
of management. The good ones get better—the bad ones

resistance to unionization as nonunion employers everywhere,

The union has limited resources to organize hotels in the
face of management resistance and has to carefully choose its
battles. When a worker at a nonunion hotel contaets Local §
for help, Jim Donovan says he begins by asking, “Why de you
want a union? What do you think the union does? There are a
Iot of misconceptions. Some people think it’s a charity. Others
think it's a business. We have to explain that it’s more like 2
political organization that works to get better contracts. We
explain that we want more workers to be organized because
your hotel with its low wages and standards is a threat to our
union and its good standards, We explain that we have limited
staff, and we have 1o invest our members’ resources wisely,

man. Savvy New Yorkerssay this was less a reward for the union’s
support than arecognition of Kwatra's sheer talent. According
to Crain’s New York Business, no fan of unions, Kwatra heiped
turn the hotel union’s members “into some of the most sought-
after ground troopsin any campaign in the state”

The union’s pelitical alliances pay dividends. A union with
well placed friends sends asignal to developers that it's better
to work with theunion than againstit. A developer seeking to
open a new hotel may not want to bargain with the union, but
the project must run a gauntlet of zoning approvals, permits,
commnunity-planning meetings—all of which can make the
developer’s lifeeasy or miserable, The REIT that holds the real
estate may be partly owned by another union’s pension fund,

g2t

and you need to convince us that you are serious. How many
peaple do you have who you can trust? What’s going on thathas
people upset? We let people know the risks they will be taking”

With fewer than 20 paid organizers, the union can handle
only one or two “bottom up” organizing drives ata time. For the
past several months, nearly all were working on the Boathouse
campaign. Others are assigned to work with existing members,
to make sure that the rank and file stay informed and mobilized.

One of the union’s newer innovations is the Hotel Employees
Action Teams, or HEAT. Through HEAT, the union’s members
become move involved in local politics, working to elect sup-
portive public officials. At a time when political campaigning is
often reduced to writing checks, HEAT is one of the remaining
sources of on-the-ground campaigners knocking on thefr neigh-
bors’ deors, “They punch above their weight,"” says Dan Cantor,
executive director of New York’s Working Families Party. “Every
mayoral candidate is seeking their support.” The union’s former
political director, Neal Kwatra, 37, is now chief of staff to New
York's progressive new state attorney general, Fric Schneider-
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which can also encourage the owner to agree to card check.

New York, to be sure, is hospitable territory compared to
much of the country. When the hotel union prevailed in its last
citywide strike, in 1985, even the mercurial Mayor Ed Koch
was an ally, refusing to cross picket lines. In that respect, you
right say that Local 6 was born on third base, but you'd be
mostly wrong.

It’s true that it’s easier to organize a hotel than a shoe fac-
tory, because the union’s members operate in full view of the
customers, and aliotel seeking to avoid a union can't move to
China. Also, unlike the autoworkers’ union, the hotel union is
not constrained to keep wages low for reasons of international
competition, New York is a tourist destination, and its hotels
will charge whatever the traffic will bear. Union hotels simply
capture more of those profits for their members.

But despite its affiliation with a strong and creative national
hotel union, UNITE HERE, Local 6 is the exception even in the
hotel industry. Most good-sized cities have largely nonunion
hotels, with dismal wages and no worker rights, and the same
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makes better managers out

don’t survive.”

chains that get along with Local 6 in New York resist elsewhere.
San Franeisco, Las Vegas, and New York are heavily unionized,
whilehotels in Chicago, Los Angeles, Boston, and Washington,
D.C., are partly unionized. But if organizing hotel workers were
a cakewalk, they'd be unionized everywhere in America, and
they're not. The service sector today should be more amenable
to unionization than manufacturing, yet service industries are
mostly—and viciously-—nonunion.

IN THE END, THIS STORV IS ALL ABOUT POWER, and power used
responsibly. At Local 6, three generations of union leaders
have continued to build on the power bequeathed to them
by their predecessors, not for their own personal gain but for

training that produces good union activists also translates to
community leadership, and community leaders often turn out
to be union leaders. For example, New York’s growing Tibetan
community hasfound work in several major hotels, and some
500 Tibetans are union members. Tsultrim Sangmo, a room
attendant at Time Hotel, is also a leading Tibetan human-
rights aetivistand a much-admired community leader, When
she volunteered for pieket duty at the Boathouse, Tibetan
workers were astonished and treated her like a celebrity.

In his classic work, The Populist Moment, on the trans-
formative effect that occurs when ordinary people realize
that they can change power relations in their lives, the histo-
rian Lawrence Goodwyn writes that “mass resignation”-the

their membership. Union leaders do not double dip by col-
lecting extra, pay as pension- or health-fund trustees; union
officers and delegates are demoeratically elected, and the
delegates work as volunteers for no fees. Local 6 also has been
corruption-free. (The union’s second president, Sicilian-born
Vito Pitta, in a case of mistaken identity, was once indicted by
then-U.S. Attorney Rudy Giuliani in a roundup of suspected
mobsters. When the judge reviewed the total absence of evi-
dence, Pitta’s case was severed from the others and all charges
against him dropped.) The union keeps finding new ways to
mobilize the membership, and success builds on success. The
union’s members have friends and relatives working in non-
union establishments and know the value of what they've got.

Theunion is the face of immigrant New York. Its largest eth-
nic group is Hispanic, from move than a dozen countries, but
the union also has thousands of African, Asian, and African
American members. You might think this ethuic fragmenta-
tion would be a huge obstacle, but networking among immi-
grants turns out to be a source of strength. The leadership

premise that things can never be changed—is ealturally pro-
grammed, disabling democratic possibility, but that a “move-
ment culture ... onceattained ... opens up new vistas of social
possibility.” Goodwyn was writing of the populist revolt of the
1880s and 18905, but he could have been describing Local 6.

It has become conventional for conservative and “third
way” eonimentators to contend that the labor movement may
have made sense back in the 1930s when most Americans had
lousy jobs and did manual labor but thatin today’s knowledge
economy, unions are an anachronism. This conceit is now as
embarrassing as Lincolr Steffenss.

Recently, the Census Bureaw reported that since the start of
the financial collapse, median household incomes have declined
by 10 percent. The A merican economyis in its own time bubble
that looks increasingly like the 1930s, in every respect but the
strength of the urion movement. The Local § story suggesis
that in the enduring struggle of ordinary workers for fair treat-
ment and a fair share of the national product, unions are not
only more necessary than ever but still possible. @
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A MODEL OF HEALTH

Members of Local 6 have some of the best—

and most cost-effective--care in the country.

& n 2005, when Local 6 won
its first union contract at
the boutigue Time Hotel
on West 49th Street, Angel
Aybar, then a 21-year-old
room attendant responsible
for checking, cleaning, and
restocking minibars, not only
got a raise from $10 to $16.50
an hour; he became a mem-
ber of a uniquely effective

g

health plan. The New York
hotel workers' plan provides
comprehensive coverage at its
own health centers, including
full- dental and optical care,
with no deductibles or co-
pays and a core philosophy
that emphasizes primary care,
wellness, and prevention.
Aybar even credits the health
plan for his marriage.

“My wife and | had been
sweethearts since junior
high,” Aybar says. “She was
working, and they were tak-
ing over $100 a month out of
her paycheck for her health
insurance. { guess it's not
very romantic of me to say
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this, but it was the union
health plan that pushed us
over the edge to get mar-
ried. She was getting chronic
headaches. They kept tell-
ing her it was just stress. Her
first visit to the union plan,
they did an MR and found a
small tumor, They treated it,
and she's fine. Mow we have a
two-vear-old son, | would do

anything for this union, just
because of the health care. It
lets me sleep at night.”

The plan may well be the
best in the nation at providing
so much coverage while effec-
tively constraining costs. Al
doctors are salaried, with gen-
eral practitioners being paid
slightly more than specialists,
in order to reward primary
care. The scale for GPs ranges
from $85 to $115 an hour, or
around 200,000 a year or
maore. The plan has no trouble
enlisting zood doctors, since
the conditions of medical
practice elsewhere have been
deteriorating under relentless

pressure frominsurers to cut
costs and justily their medi-
cal-decisions. “l see about 35
patients a day,and nebody
is breathing down my nack,”
says Dr, Andrew Sinesi, a
pediatrician who praclices at
the plan's Queens health cen-
ter. "l have all the time | nead.”
In the office of Dr. Robert
Greenspan, whe has headed
the plan for 12years, hangs
the official charter signed by
New York Governor Thomas
E. Dewey in 1949 authorizing
Local 6 to operate the nation's
first medical practice run by a

usion. Froma small clinic on
Marhattan's West Side, the
plan has growninto five com-
prehensive health centers,
serving approvimately 88,000
hotel workers, their family
members, and union retirees.
Even those who've been laid
off keep their health coverage.
The plan boasts New York's
highest rate of patient sat-
isfaction. Inthemost recent
survey of patients, more than
93 percent saidthey would
recommend the facility. The
typical HMOin New York
scores around 65 percent.
"QOur holy trinity,” Greenspan
says, “is intrease the quality

of care, raise patient satisfac-
tion, improve efficiency.”

The health center on 125th
Street in Central Harlem is
a %35 million state-of-the-
art facility on five floors that
opened in 2003 and now
serves about 800 patients
a day. The patient record-
keeping system is 100 per-
cent computerized. Digital
radiography is standardized
s0 that X-rays and scans are
available to any office in the
system. Lab reports show
up in the doctor's computer
inbox within hours of being

ordered or almost instantly in
emergencies.

The Queens, Hatlem, and
Midtown centers use phar-
macy robots. The prescription
goes from the doctor’s com-
puter to the pharmacy on the
health center’s ground floor,
where the robot fills it from
bins of the 200 most com-
monly prescribed drugs. A
computer screen then displays
the name of the drug, a picture
of the drug, and any red flags
based on the patient's medical
record or other prescriptions.
A human pharmacist reviews
the screen, checks the pills in
the bottle against the picture
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and the doctor's order, caps it,
and signs off on it, By the time
the patient cormes down from
his appoirtment, the prescrip-
tion is ready to be picked up.
The plan’s sole out-of-
pocket charge is for drugs.
While ordinary prescriptions
require a modest co-pay of
$5 or $15 for non-generics,
the charge is eliminated for
patients on long-term treat-
ments, such as for high blood
pressure. "Bob [Greenspan]
experimented with free drugs
for patients who are chroni-
cally ill,” says union president

Peter Ward. "He found that this
dramatically reduced visits to
the ER; there were fewer cata-
strophic events, S¢ now, we
walve all co-pays for patients
on Jong-term drug therapy.”
Before joining the union
plan, Tsultrim Sangmo, a room
attendant at the Time Hotal,
had out-of-pocket charges
of close to $100 a week, "My
husband has diabetes,” she
says. “We had a Blue Cross
Blue Shiald PPO. it was $20
to come in for the test and
another $20 to come back and
get the results, and the medi-
cation was more expenses.”
“The difference isn't just

financial—it's philosophi-
cal,” Greenspan says. *We
want you to come in. We want
unlimited access to primary
care. |t pays off over the long
tarm. All of the co-pays and
deductibles do the opposite
of what Is claimed. They don't
assure that scarce medical
resources are used as effi-
ciently as possible or deter
excessive use. They are sim-
ply barriers to care, People
say, 'Maybe it will clear up

by itself, so | wor't see the
doctor,” or "Ml stretch out the
maedicine supply by taking less

than the prescribed dose.” Alf
you are doing is inducing peo-
ple not to be compliant with
the medical program. Then
you wonder why costs keep
going up~—it's because people
get sicker, and their eventual
treatment is more expensive.
We do just the opposite.”

The plan has extensive
patient-education programs
on wellness and nutrition, it
sponsors health fairs every
year, one each for men,
wamen, children, and seniors.
"Sometimes, it's hard to get
mente come in when the
highlight of the visit is a pros-
tate exam,” Greenspan says.

"We market thisto wives,
‘When was the last time your
husband cameinfora check-
up?’ And we have a language
bank, There are medical pro-
fessionals at our centers who
can speak 45 languages.”
Since the 19705, the plan
has reported fo ajoint labor-
management committee
co-chaired by Ward and his
managemaent counterpart,
loseph Spinnato, the fongtime
president of the Hotel Asso-
ciation-of New York City, who
takes great pridein the plan.”|
could not duplicate this on the

pri'vate tnarket for anything
like what we pay,” he says.
"When youmeasure it against
what our member hotels
pay fo cover their nonunion
employees and what they get,
there is simply no compari-
son.” Stephen Steinbrecher,
legal counse! to the Hote!
Association, says what's obvi-
ous: “The union has been very
astute at marketing the pian
as a benefit of membership.”
Last year, the hotel work-
ers' health plancost $411.24
a month for an individual and
$1,027.56 for an average fam-
ily. By compatison, Heaithfirst,
the cheapest HMO in New York

City, cost roughly three times
as much—3$1,116 a month for
an individual and $3,316 for a
family-—while it excluded many
services offered by the union
such as dental and opiical care
and piled on deductibles and
co-pays. Factoring in benefits
not provided by other plans,
the typical commercial insur-
ance package costs about four
times as much as the hotel
workers' plan.

insurance costs generally
are increasing at 9 percent
t0 10 percent a year, accord-
ing to the Kaiser Foundation.

By coﬁtrast, the costs of the
hotel workers’ plan have been
increasing at about 1 percent

a year for the outpatient ser-
vices that it provides directly
and about 10 percent per year
for inpatient services that are
contracted with area hospi-
tals. So the plan's overall costs
have been going up at about
3.5 percent a year, Under the
union contract, the health plan
gets a budget increase that
parallels the annual workers’
raise, which just happens to
be 3.5 percent. Thus, work-
ers get their ralse and the

plan covers its costs; in some
years, it banks a surplus,

THE AMERICAN PROSPECT 13




feaving enough money for
capital improvements like
the pharmacy robot and even
for additional services. "We
recently added fertility ben-
efits,” Greenspan says.

ow can this possibly be?
Are Local & members, on
; average, healthier? No,
they are slightly more at risk
_' since rany come from immi-
grant backgrounds where they
did not get good care earlier
in their lives, Ward says. Are
doctors inferior? Not at all, says

Greenspan, and the figures on

patient-health outcomes bear
hirrt out, Does the plan cut cor-
ners oh services? No, it's the
commercial plans that create
incentives to deny care.

So why is the plan virtually
unknown in the health-policy
debate? For one thing, the
union has emphasized publiciz-
ing the plan among New York
hotel workers, and Greenspan
has focused on improving care
for members, not crusading
for national reform.

Except for single-payer
advocates, reformers have
pursued cost-effective
care within the context of
an insurance-dominated
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system-—somethingof a
fool's errand—whereas the
hotel workers' plan begins by
dispensing with third-party
insurers. To review all the
ways that the hotel workers’
plan delivers better care more
cost-effectively is to appreci-
ate the vast inefficiency in
the rest of America's health
system—and {o see that cost-
containment gurus are mostly
looking in the wrong places for
efficiencies,

For starters, by dispens-
ing with insurance-company
middiemen, the plan-elimi-

nates a whole layer of costs.
Acdoctor treats the patient
according to his or her best
medical judgment. There is no
army of staffers dealing with
patient bifling, claims, and
insurance reimbursement;
no arguing with insurance-
company case reviewers,
Sacond, doctors are all on
salary. 50 there is no incentive
to undertreat or overtreat.
Further, the plan's core
principle is unlimited access
to primary care, with all of
the prevention and early-
detection benefits that
approach brings. in most sys-
tems, specialists drive cosis.

By dispensing with insurance
plan eliminates awhole laye:

“We don't waste specialists
on routine cases,” Greenspan
says. "We dowant special-
isis to see appropriate cases,
which is bothmore cost effec-
tive and more professionally
challenging to the physician.”
At the union health centers,
if a primary-care doctor notic-
s a suspicious-looking skin
lesion, a dermatologist can be
pulled in on the spot for what
the staff calls a "drive-by con-

suttation.”" Hfollow-up witha -
specialist lsneeded, it will be
scheduled. na conventional
insurance pian, the doctor
makes a referral to a special-
ist, who usually requires one
visit for the initial exam and
another for any treatment, aff
of which adds cost.

As Donna Lennoy, the
registered nurse who directs
patient-care defivery, explains,
the typical patient of the union
health centerstays with the
plan 14 years, For commer-
cial plans, the average is less
than two years, "We have a lot
more continuity, and doctors
know their patients beiter,”

she says. That also means that
doctors can carry a slightly
larger caseload, because less
time is spent getiing up to
speed on a constantly revoly-
ing group of patients.

The union, which knows
something about negotiating,
engages in hard bargaining
with aft of its vendors, from
drug manufacturers to hos-
pitals, and is relentless about
eliminating middlemen. Most

conventional health plans
use "pharmacy benefit man-
agers” who negotiate with
drug companies on the plan’s
behalf and, of course, take
a cut for themselves. The
union negotiates directly, it
also dispenses with cadres
of consultants, from human-
resource departments to
utilization reviewers and
behavioral-health companies,
all of which add costs under
the guise of shaving costs.

in New York, some medi-
cal specialists in high demand
have market power to raise
prices. “Have you heard the
term, RAPER?" Greenspan
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company middlemen, the hotel workers' union health-care
of costs, leaving more money for patients.

asks. "It stands far Radi-
ologists, Anesthesiologists,
Pathologists, and ER doctors.”
Most New York hospitals now
contract out these services

to specialists’ groups who
charge whatever the market
will bear. in recent bargaining
with one of its hospitals over
a proposed rate increase, the
hotel workers were told that
the increase partly reflected
higher charges billed by anes-

thesiologists. Greenspan
réqueste_d the hospital to
push back. Not our problem,
the hospital contended; we
don’t control these costs. "We
told thern, OK, next week our
members stop using your hos-
pital,” Greenspan says, The
costs came down,

Are there any negatives?
Some might say that one neg-
ative is that members must
use the plan's primary-care
doctors and specialists. They
can't pay extra and go "out of
network” unless they choose
to bear alf the cost. For well-
to-de people with unlimited
private resources, the abil-

ity to track down the best
specialist in the world is an

important optional feature of -

2 health plan. But the union's
93 percent satisfaction rate
suggests that this is not an
issue if the quality of care is
high to begin with. In Ameri-
ca's health system, unreliable
care and demands for illusory
“freedom of choice” feed on
each other,

There Is a fot of nonsense

inhealth-policy debates about
the costs of unnecessary care
and the benefits of promot-
ing "Chevrolet” policies rather
than “Cadillac” policies. But
on closer inspection, many
of the supposed Chevys have
high deductibles and co-pays
or cover "catastrophic” events
only and stint on prevention,
They produce illusory sav-
ings by discouraging neces-
sary care or shifting costs to
patients. The hotel workers'
plan, by contrast, is an effi-
cient Lexus at the price of a
Handa Civic,

The hotel workers health
plan does have some close

cousins. The first wave of pre-
paid group healthplans in the
fate 1930s and early 19403
used salaried doctors. Some
of their nonprofit successors,
such as Kaiser, share many of
the New York plan's efficien-

- cies. A few otherunions still

run their own clinics, though
none are as comprehensive as
the hotel workers', America's
highest-guality freestanding
health centers such as the

Cleveland Clinic and the Mayo
Clinic also use salaried doctors.
Althoigh a single-payer sys-
tem has been the prirme goal
of reformers, Dr. Amold Rel-
man, the former editor of The
New England Journl of Medi-
cine, has long argued that the
system of delivery is al least
as important as thesystem
of payment, "In a staff-model
nonprofit system,” he says,
“the overhead costs are mini-
mized, and the planand the
doctars are on the same side.
They both wantto provide
good quality care, In a con-
ventional system, insurers and
physicians are adversaries.”
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The hotel workers' health
model should be at the center
of the national health-pelicy
debate, since it squares the
circle of restraining costs
while improving rather than
cutting care. The obstacles
to this brand of reform are,
of course, political, All of the
middlemen that the union
health plan excludes, begin-
ning with the insurance indus-
try, have immense political

power, That's why the Obama
administration apted to work
with, rather than against,
insurers in the Affordable
Care Act. One provision of the
act does recognize and pro-
mote salaried nonprofit group
plans, but then buries them
under regulations to deter-
mine which qualify for official
recognition and subsidy,

At some poind, the public
must realize that the choice is
drastic reform or drastic cuts.
More than any other in Amer-
ica, the hotel workers’ plan
points the way to an efficient
and humane system of health
care. —ROBERT KUTTNER
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To the members of the Hotel Trades Council and Local 6,

Enclosed is a reprint of two feature articles from last month's issue of The American Prospect
magazine, which | believe will be of interest and pride to our members.

The first article, “A More Perfect Union," is a report on Local 6 and the Hotel Trades Council
written by the respected journalist, Robert Kuttner, The second article describes our union’s
industry-wide health-benefit plan and is titled “A Mode! of Health "

Please note that the second article contains one quote, attributed to me, inaccurately indicating
that the benefit funds “waive all co-pays for patients on long-term drug therapy.” To be precise,
co-payments are waived for many therapies such as HIV/Aids, chemotherapy, and asthma, but
other chronic conditions do require a $5 or $15 co-payment.,

I hope you enjoy both articles.

In Solidarity,
Peter Ward



