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I. The Review Process

The Review of Staff Compensation for 1980, discussed by the Executive
Directors at EBM/81/86, June 5, 1981, provided that an examination should
be made of the adequacy of expatriate benefits. The Bank's Executive
Directors at the same time supported a similar undertaking. The results
of this examination are contained in the attached background report entitled
"Expatriate Benefits~—A Survey of Options” (Attachment I). The survey,
which led the way to this paper, is the product of close cooperation
between representatives of the Compensation Department of the Bank and
the Administration Department of the Fund. It did not attempt to evaluate
or rank the various options from a budgetary standpoint. Its purpose
was essentially to examine the rationale for existing benefits and to
assess how well they (a) met the needs of the expatriate staff; and
(b) compared with the expatriate benefits given by our compensation
comparators and by other international organizations.

Although it was not originally envisaged that the exercise would
encompass an examination of the case for an explicit expatriation
allowance, it soon became obvious that to refrain from doing so would
leave many unanswered questions and would detract substantially from the
comprehensiveness of the study. An examination of this issue led to the
unambiguous conclusion that, from the viewpoint of the international compe-
titiveness of Fund compensation, the need for the introduction of an explicit
expatriation allowance did not now exist.

Questions raised in the course of the survey led to the reexamination
of another issue that had not fallen within the purview of the exercise
as originally conceived, viz., the appropriateness of continuing to adhere
to nationality as the sole criterion for eligibility for expatriate benefits
—~the position endorsed by the Joint Committee on Staff Compensation Issues
in its 1979 Report. This matter is discussed in Section III below and in
Appendix 1 to Attachment I. In view of the different approaches taken at
staff level by the Bank and the Fund on the criteria to be used for determining
expatriation as well as on the features of a system that would facilitate
more frequent home leave, a Working Group comprising six Executive Directors
(three Bank and three Fund) was convened to reconcile differences. The
Report of this Working Group is to be found in Attachment II to this Report.
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ITI. Summary and Assessment of Survey Findings

At the second stage of the exercise, viz.,, the examination of the
findings of the survey, the managements of the Fund and the Bank have
endeavored to weigh the facts and opinions that have emerged from the
study and, where appropriate, to develop proposals that take due account
of budgetary constraints.

Given the heterogeneous nature of service abroad--ranging from private
firms that assign a few employees overseas, typically for periods of
a few months to a couple of years, to international organizations where
a large proportion of the staff is expected to serve in a country other
than the home country for an entire career—-it is not surprising that
applicable benefit practices vary widely. 1/ Accordingly, if an eclectic
approach to comparator practices were to be followed, arguments could be
marshalled for some selective improvements in Fund benefits. However,
it is the considered opinion of the managements of the Fund and the Bank
that, overall, their expatriate benefits are neither excessive nor deficient
when compared with other international organizations. A similar conclusion
might be reached when looking at private sector comparators, where benefits
for expatriate staff appear prima facie to be more generous, if it is
remembered that, in such cases, the norm is for dislocations to be of
relatively short duration, calling for a different structuring of benefits
than are needed in organizations like the Fund and the Bank.

Nevertheless, the managements of both the Fund and the Bank consider
that the review has indicated a few areas where improvements in benefits,
or a change in the mix of benefits, might be warranted, especially since
they would involve no net additional cost. The proposed adjustments to
expatriate benefits are set out in Section IV below. :

III. Eligibility Criteria for Expatriate Benefits

As noted above, it was not originally anticipated that the review
would examine the issue of eligibility for expatriate benefits. In the
course of the survey, criticism was levelled at present practice of the
Fund and the Bank on the score that they adhere to a more lenient
definition of expatriation than other international organizations, making
no distinctions based on residency (as in the Organization for Economic
Cooperation and Development (OECD) and the European Communities (EC)), 2/
visa status (as at the United Nations (UN) and the Inter~American Development
Bank (IADB)) or staff category (as at the UN and OECD). As is inevitable,
cases were cited where individuals were receiving the full range of expatriate
benefits whose ties to a country, other than the duty station country,

1/ Appendix A (Comparison of Benefits) provides a summary of expatriate
benefits provided by the Fund, other international organizations, and financial
and industrial sector employers in France, Germany and the United States.

2/ Non-duty station country nationals on the staff of the OECD and EC
are ineligible for expatriation benefits i1f they have lived continuously more
than 3 and 5 years respectively in the duty station country before joining the
organization. :
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were tenuous, thereby leaving the Fund and the Bank vulnerable to the charge
that they had extended expatriate benefits to some non-U.S. staff members
who appear to have made firm decisions to settle in the United States before
joining the organizations. Given the significant and long-term implications
of this eligibility question, not only for the image of the Fund and the
-Bank but also for budgetary purposes, it was decided that the time had come
when consideration should be given to taking a more restrictive approach.

The Fund's Administration Department and the World Bank's Compensation
Department explored possible alternatives to the exlsting nationality
"test” of expatriation and reviewed the current practices of other inter-
national organizations. Although the managements in both the Fund and
the Bank agreed on the desirability of adopting a more rigorous eligibility
test to establish who is an expatriate, there was no agreement on the
type of test to be introduced. The Fund favored a test based not on
visa status but on residence in the United States prior to appointment.

The issue was referred to the ad hoc Working Group, which recommended that
eligibility for expatriate benefits be based on visa status prior to
appointment, the approach favored by the Bank. Specifically, it recommended
that the Bank and the Fund should adopt a policy whereby new staff members
who had been in permanent resident (PR) status at any time in the twelve-
month period prior to appointment would be ineligible for expatriate
benefits irrespective of any future change in visa status. Therefore, if

a staff member holding a PR visa were to change to G(lv) visa status, he
would not be eligible to receive expatriate benefits. As a corollary to
the visa-based limitation on eligibility for expatriate benefits, all staff
should be free to take out PR status but would, with the exception noted
below, lose eligibility for expatriate benefits on doing so. 1/ The
exception recommended by the Working Group is that any existing staff
member who had already formally applied for a change in visa status, or

who does so in the twelve months immediately following the adoption of

the new policy, shall not lose eligibility for the existing expatriate
benefits package. Expatriate staff already in PR visa status will retain
eligibility for existing benefits.

IV. Summary of Findings and Proposed Changes in Benefits

1. Home contact

The survey showed that the frequency of home leave was an area where
improvements should be considered. Both the Fund and the Bank provide
home leave at intervals no more frequent than once every two years while,
by contrast, yearly travel home tends to be the norm for the private sector,
and varies between one and two years for other international organizationms.
The study notes that the existing policy would probably be adequate if
occasional contact with the home country were the desired objective.
1f, however, the aim is both to preserve fully the international nature
of the staff and to afford them and their families the opportunity to

lj For a description of the evolution of the present policy, see
Appendix I to Attachment I.



maintain their social, cultural and professional links with the country
to which they will eventually return, then more frequent home contact
would be desirable, assuming that such an improvement in benefits could
be effected without significantly raising costs.

Both organizations also favor retaining the existing three-year
option in first class and two-year option in business class and agree
that the goal of giving the staff the opportunity to travel home more
frequently, if they so wish, should be incorporated into a third option
that would be linked to a reduction in the class of travel. However,
despite extensive consultations, it was not possible to reach an acceptable
joint proposal. This issue was also referred to the ad hoc Working Group
of Fund and Bank Executive Directors, which considered two alternative
approaches. The approach generally favored by the Working Group was a
a "points scheme" under which supplementary travel to the home country
would be given upon the accumulation of a certain number of points which
would be allocated each time home leave travel was by economy class.
The Working Group's endorsement of this approach was subject to the proviso
that there should be no increase in costs of home leave. In light of these
considerations, the following scheme has been worked out between the
administrations of both organizations:

a. Points would be earned for regular home leave travel at Fund
expense by the staff member and each eligible dependent as follows:

— first class or business class fare 0 points

- unrestricted economy class fare 100 points

- restricted economy class fare 150 points
(excursion/APEX)

b. The Fund would meet the cost of one round trip ticket to the
home country (no stopover or in-and-out expenses, excess baggage, home
leave allowance or travel time) for use by the staff member or eligible
dependents upon surrender of:

- 400 points for travel by unrestricted economy fare
- 300 points for travel by excursion/APEX fare

Ce For children traveling at less than the full adult fare,
the points earned and the points to be surrendered for additional travel
would be prorated.

d. Any cancellation fees that result from change of travel plans
would be borne by the staff member.

e. Any unused points to the staff member's credit on leaving
Fund employment would lapse.
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This scheme is based on the current airfare structure whereby, on a
weighted average basis, economy class fares and excursion/APEX fares are
below business class fare by some 20 percent and 35-50 percent, respectively.
As such it will not lead to additional costs to the Fund. The scheme would
be subject to review, from time to time, in the light of changes in the air-
fare structure.

The Fund has already initiated measures designed to curb costs of
home leave travel by eliminating entitlement to stopovers in "high inter-
mediate points” (i.e., stopover cities which have the effect of increasing
the total fare), using the direct airfare for the class of travel concerned
as published by the majority of airlines, and by eliminating the excess
baggage entitlement (10 kgs per person) on routes where restrictions are
based on the number of pieces of luggage rather than by weight.

2. Education of children

Children's education represents a real and specific additional cost
for expatriates. They arise because in many cases education up to and
including university level is usually provided free or at minimal cost
for residents of the home countries. We believe the present arrangements,
even though less generous than those provided by most private sector
comparators and governments for foreign service personnel, are appropriate.
These are that the Fund meets 75 percent of the cost of tuition and
board (if necessary), and provides reasonable flexibility to parents to
determine the education which will best enable the child(ren) to re-enter
the home country educational and employment environment., The review
suggested, however, two minor improvements. The first is an attempt to
assist in meeting the cost of a third vacation trip home for children
being educated outside the duty station country, in years when staff
members traveling under the two-year option are not eligible for home
leave. At present, staff members must bear an additional cost either in
terms of an extra visit to the duty station in the "off” year by the child
or meeting the costs of board and lodging in the other country during the
vacation, neither of which are reimbursed by the Fund. We are recommending
that the Fund meet the cost of an additional trip in such years, provided
that all travel other than the one-way trips at the beginning and end of the
academic year, be at less than regular economy fares. It is possible to
provide this extra travel at no extra cost to the Fund by using APEX or
other excursion fares. Although the use of restricted fares of this kind
would not always be practicable in the case of home leave travel (because of
last minute changes in dates of travel, often for work reasons), there should
be little difficulty in doing so for children's visits since the dates of
school vacations are generally known well in advance.

The other improvement for consideration is that the age limit for the
education allowance be raised by one year to allow some students, especially
in Europe, to finish their undergraduate studies. An examination of recent
education allowance applications reveals that the costs of raising the age
limit for the Fund would be small: currently only one student would be
affected in the Fund. For the Bank, however, the cost would be propor-
tionally much higher, and because of this it is not proposed to raise the
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age limit save for students who are obliged to interrupt their studies
to undertake military service, for whom it seems only reasonable that a
one-year extension of the age limit be granted.

The review considered the question whether education allowances
should be paid for children of non-U.S. staff studying at universities
in the duty station country. It is recognized that the children of some
expatriates, having been brought up in the United States, will inevitably
attend U.S. universities and that education costs in some cases are
somewhat greater for the expatriates than for their U.S. counterparts,
because of restricted access to scholarships and other forms of finanecial
support. Such extra costs are difficult to quantify, and do not fall
equally on all expatriate students. Because of this, it is difficult
to argue that university education in the duty station should be explicitly
provided for. The solution that was suggested in the study, viz., that the
limit on salary advances for education costs be extended from six months
to one year, is not being recommended since comparator practices do not
lend support to such a change.

3. Other benefits and services

In the course of the survey, considerable interest was expressed by
the staff for greater involvement by the organization in helping spouses
and children of G(iv) visa holders find suitable employment. The personnel
departments of the Fund and the Bank do not have the internal resources
for this task, and to acquire such expertise or to have recourse to
employment agencies would not only be expensive but would not necessarily
be effective.

The study also noted that expatriate staff members are likely to
encounter substantial difficulties when legal and financial issues arise
that are peculiar to their expatriate status, e.g., investment, tax or
visa problems. They can often incur relatively heavy expenses in obtaining
professional assistance to resolve such problems, which are not normally
encountered by U.S. citizens. While assistance would be both effective.
and appreciated, it is by no means clear how far the organizations should go.
Certainly, the Fund or the Bank should not take upon itself the role of:
primary provider of counselling on what are frequently personal decisions.
It seems that an attitude of cautious enhancement of information services
in these areas would produce the best results.

To this end, provision was made in the FY 1985 budget to augment the
Fund's Legal Assistance Service. Furthermore, where issues arise that
affect expatriate staff in general and that require specialist knowledge,
it is envisaged that the Fund would have recourse to suitable specialists
either for the provision of opinions and advice or, if appropriate, to
conduct seminars for the expatriate staff. While perhaps a conservative
approach to the problem, it is deemed preferable to the provision of cash
subsidies which, at worst, could prove very costly. The Bank proposes
to adopt a similar approach.
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V. Conclusions and Recommendations

The review of expatriate benefits now completed has permitted a
timely assessment of the rationale for existing benefits, a compilation
of comparator practices and a weighing of their relevancy in the Fund
milieu. It cannot be claimed that our existing benefits answer fully
the needs of all expatriate staff or, indeed, those of any individual
staff member over an entire career. Nevertheless, it is the best judgment
of the managements of the Fund and the Bank that their expatriate benefit
package constitutes a reasonable and adequate attempt to meet the most
pressing expatriate mneeds.

It is true, nonetheless, that the world as it existed when most
expatriate benefits were introduced has changed, sometimes dramatically.
Home contact is an area where a benefit that was generous in its frequency
when first introduced has, with the growth of air travel, been surpassed
by many employers of expatriate staff. The opportunity to travel to the
home country more frequently should serve to enhance the cultural diversity
of an international staff and alleviate the problems of expatriation that
staff members and their family members may encounter. It might have
simpler, and perhaps more consistent with the aims of home leave policy,
to eliminate first class travel completely and to permit annual home
leave by economy class travel standard. Cost estimates based on the
fare pattern prevailing in October 1984 indicate that if all eligible
staff were to avail of annual travel, airline ticket costs would increase
by 52 percent. While it is clear that not all eligible staff would avail
of annual home leave, the potential increase in cost is such that the
"points scheme” described above may best reflect a balancing of conflicting
considerations. In case of education travel, it is possible to permit
the reunion of families in school vacations. These improvements can be
effected without incurring any extra cost.

The most contentious area on which the review has focused has been
the question of what criteria should be applied in deciding who qualifies
for expatriate benefits. It had become increasingly difficult to defend
a system that extends all expatriate benefits merely on the basis of
nationality to individuals who have freely decided, prior to Fund employment,
that they had relocated permanently to the United States. As noted, the Fund
and the Bank were unable, at the staff level, to find an agreed solution.
The difference stemmed from fundamental and long-established differences
in policy orientation. The Fund has, from its inception, rejected visa
status as the appropriate eligibility test, while the Bank, on the other
hand, has based its policy on such a test for the greater part of its
history. Under these circumstances, the Bank and Fund managements sought
the assistance of members of their Executive Boards in working out an
agreed proposal. The consensus was that henceforth visa status should be
the test for eligibility for expatriate benefits.

As a corollary to the tightening of the eligibility criteria for
expatriate benefits, the Working Group of Executive Directors recommended
the removal of the restriction that now applies to all staff recruited
at Ranges F-M against taking out PR visas. In connection with the



removal of this restriction, the World Bank 1s proposing to introduce
a restriction on expatriate staff in ranges equivalent to the Fund's .
Ranges F-M from taking out U.S. citizenship. Without such a restriction

the Bank is concerned that (a) there might be a shift in nationality

distribution from non-U.S. to U.S. nationals; and (b) the cost arising

from the need to pay allowances for U.S. income taxes would far exceed the

cost of all expatriate benefitse In this connection, tax allowances for

F-M staff in FY 1985 are estimated at 61.6 percent of U.S. staff salaries

while expatriate benefits are equivalent to 9.6 percent of expatriate staff

salaries. No such restriction is being proposed in this paper, partly

because 1t is judged that the risk of a significant shift in nationality
distribution is slight and can, in any case, be offset through recruitment.

More importantly, it is felt that since no permission is now required by

staff members who wish to change citizenship, the imposition of a restriction

based solely on the acquisition of U.S. citizenship would be discriminatory

in nature.

Accordingly, the following decisions are recommended for favorable
consideration by the Executive Board:

1. Eligibility criteria for expatriate benefits

a. New staff who have held permanent resident (PR)
status at any time in the twelve months prior to appointment
will be ineligible for expatriate benefits irrespective of any
change in their visa status unless required by the Fund to
take out G(iv) visa status.

b. Subject to c. ‘below existing expatriate staff,
irrespective of visa status, will continue to be eligible for-
existing benefits and any updating thereof. Entitlement
to any new benefits will be decided at the time they are
introduced.

Ce New or existing staff in G(iv) visa status will
lose eligibility for expatriate benefits on taking out
permanent resident status except that existing staff who have
already formally applied for PR status, or who may do so in
the twelve months immediately following the implementation
of the new policy, will not lose their eligibility.

d. Staff in G(iv) visa status at any level will
be free to apply for PR status at any time but, with the
exception noted in c. above, will lose eligibility for
expatriate benefits at the time they take out PR status.

2. Home leave. The present provisions that permit home
leave travel at two— or three-yearly intervals shall remain
unchanged. Staff members and eligible family members shall,
however,; accumulate points for each home leave trip undertaken
at a travel standard that is lower than business class.




The number of points accumulated shall be 100 for unrestricted
economy class, and 150 for restricted economy class or its

equivalent. An entitlement to travel to the home leave
destination by unrestricted economv class shall he reached
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when 400 points have been accumulated and by restricted
economy class when 300 points have been accumulated. No
home leave allowance, travel allowances, travel time or
other allowances of any kind will be granted when the addi~
tional air tickets are given.

3. Education travel. Children of Fund staff studying
outside the country of assignment shall receive five round
trips over a period of two full academic years, as compared
with two round trips per year under the current provision,
provided that all travel other than one-way trips at the
beginning and end of each academic year be at less than
economy class fares. '

4. Education allowance. The maximum age for receipt of
education allowances shall remain unchanged except in the case
of children whose studies have been interrupted for obligatory
military service of at least six months, in which case eligi-
bility will remain for one extra year, i.e., the scholastic
year in which a child reaches his twenty~fifth birthday.

VI. Cost Implications

The cost implications, on an annual basis, of the various changes
proposed above are:

Additional Cost Cost Reductions
Restriction of eligibility from $60,000 in second year
criteria - rising in similar amounts

to $540,000 in 10th year,
and $1.1 million ultimately.

Home leave travel $35,000, if all staff opted
(Points scheme) - for unrestricted economy
class option, and $900,000
if all staff opted for
"restricted"” economy class.

Education benefits
Extra trip every $20,000
second year

Raise maximum age to 25 $5,500
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VII. Views of World Bank

With the exception of the restriction that the Bank proposes to impose
on the acquisition of U.S. citizenship, we understand that the President of
the World Bank is making the same recommendations to the Bank's Executive

"Directors. :

Attachments




Comparison of Renefits

I | FRIVATE SECTOR COMPARATORS 2
! INTERNATIONAL ORGANIZATIONS L/ FRANCE GERMANY UNTJTED STATES
FUND UNITED NATIONS | QECD I EC Financial | Industrial Financial Industrial Financial Industrial
Education I
o Expenses | 752 752 70% BF 3,891 per month 100X tor Freach | Practice 1007 Nothing or 1002 100X with adjust-
Max. $4,000 at duty $4,500 maximum Max. 2.5 times chil- for school within Lycee ranges from 1002 ments for uni-
station; dren’s allowance in 30 miles; FF 1,000 per versity in some
$5,800 outside duty station country BF 7,782 for month to cases .
duty station. or 3.0 times chil- | school more than 1002.
(UNPAI adjusted) dren's allowance in 30 miles.
Tome country 3/
o Travel 2 round trips per One round trip or | One round trip {f None. None specified. None spec-— None spec-— None spec- Practice ranges Practice ranges
year. 2 round trips If school 1is more than ified. 1fled. 1fied. from 1 to 2 from 1 to 2
Cost limited to school is outside 190 miles. None if round trips per round trips per
trip between home duty station in home leave round trip year. year.
country and duty years when there ia claimed in the .
station. is no home leave. same year.
Cost limited to Cost limited to trip
trip between home between home country
country and duty and duty station.
station.
None specified. None spec— None spec-— None spec~ None specified. None specified.
o Age limit| End of academic year|End of academic year Age 26 Age 26 1fled. iffed. 1fied.
in which child in which child |
reaches 24th birthday|reaches 25th birthday. ) |
Home Leave | %ithin Europe: B i
o Frequency| Every 2 years. Every 2 years. kvery 2 years. Annually for home Annually. Annually. Every 2 years. Annually sfter| Annually, Annually.

country within
30-450 miles;

2 times per year
for home country
wmore than 450 ailes.

Outside Europe:
Annually.

2 years.

. Economy class. Economy class.|Economy class. Economy class.| Economy class. Econoay class.
Varies according )
to wode of trans-
portation and

position level.

o Travel Economy class,

except at high level,

Economy class on
2-year option, or
lst class on J-year
option.

Econoay class.

o Allowance| $860--staff member None. Addicional 8 days None. None. None, None. None. None. None.
$430--8pouse leave time. L
$430-—each child
ipstallation |1f eligible,{normally
staff F-M only). .
o Allowance| Settling-in grant: 30 days subaistence 1/6 annual salary-—-— 2 months malary-—— Nothing or 2 One month Installation Two months Practice ranges Home sale
8 weeks salary-— |($98 per day) 2 or more children with family monthe salary salary or expenses or salary or . from 3% ro 25% expenses allow-
staff with family; ~-gtaff member; 1/8 anoual salary-- 1 month for ainglej plus children's installation furniture installation of annual salary| ances to cover
4 weeks salaty--~ half that amount spouse and/or one Plus daily sub- allowance. expenses Plus| allowance. expenses. plus home sale losses.
single staff for each child sistence allowance5/ family allow- expenses.
Installation: additional 1/12 annual salary-- 180 days with ance.

$2,560--staff
$1,280--spouse
$1,280--child over

family member. no dependents. family (approx.
$2,500);

120 days without

4 years family (approx.
$640~-child under $1,300).
4 years

o Travel First class airfare.| Economy class. Economy class. Varies according toj| Economy class. Economy class.| Economy class.|Economy class. (Economy or first Economy or first
Firet clase if wode trsnsportation ! class depending class depending
flight exceeds 9 hrs.|and position level. on position level. on pogition level.

o Shipment 11,000 1bs.--family 18,000 l1bs.-family| Maximum 16,000 1bs Weight limit All furnishings.{All Furnishings All Furnishings Furnishings

of fur- 7,000 1bs.--gingle 10,800 1bs.-single| Plus 1,000 lbs. per not specified. furnishings. plus car furnishings. plus car. plus car.

nighings | Car child
Repatriation | F-M staff eligible
after 2 years; A-E
staff after 5 years.
Resettlement sllow.

After 2 years service| After 4 yrs service

o Allowance Same as instal. allow. 2 months salary Same as instal- |Same as instal- Same a8 {nstal- Same as instal- Same as instal- Same as instal-

B0Y of inst. sllow. Prior to 2 years with family lation. lation. lation. lation. lation, lation.
Separation allow. Max. 28 weeks 172 installation. 1 month aalary )
For those with over salary based on for single

‘ 5 years® service years of

1 2 weeks' net salary service. 4/ .
per year of service . i
after July 1, 1979 .

o Travel First clags airfare.| Economy class. Eco. class (1st class| Same as instal- Same as instal- |Same as inatal- Same a8 instal- Same as instal~ Same as inatal- Same as instal-

1f flight exceeds 9 hrs.) latfon. lation. lation. lation. | latien. " lation. lation.

o Shipment Same as installation| Same as instal- Same as installation Same as instal~ Same as instal- [Same as instal- Same as {nstal- Same as instal- Same as instal- Same as instal-
of fur- (within 90 days of lation. (within 2 years of lation (within 3 lation. lation. lation. lation. lation. lation.
nishings separation). separation) years of JgrLutlon)

General 20X of salary {f n

Expatriation) None None receiving household| 162 of salary. Practice ranges | Practice Pract ice Practice Practice ranges | 15% of salary.

[Y} allowanrce from 10% of ranges from ranges from ranges from from none to

- salary to 50X of| 10X to 25% 10% to 40X of none to 30% 10X of salary.

household allowance

ealavry including| of salary.
FF 2,262 per year for

housing.

salary. of salary.

each child not re-
I ceiving educ. allow.

\ 163 1f not receiving
i

| 1
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l/ For international Qrannivatigla the bhenafirsg des

rnatl rganiz the openerl C

recruited for employment at the headquarters location. :
2/ For private sector comparators the benefits described apply to expatriates
assigned to the United States for a temporary period, typically one to four years.
The information represents the trend among the comparators surveyed in the 1980
Compensation Review.
3/ Children's Allowance: FF 8,065.20 per annum.

4/ UN Repatriation Schedule:

Staff member with
neither a spouse

~bh e
nor a UCP!:II.UCIIL Lll.l..l.u

Staff member with a at time of separation
Years of continuous spouse or dependent Professional General
service away from child at time and higher Service
home country of separation categories category
1.0000'.’0.... 4 3 2
2ecesnssncenns 8 5 4
3eesccscncscen 10 6 5
bevesnsenesesns 12 7 6
Seeesssseccsoas 14 8 7
Beessnesconsen 16 9 8
Tesoesasnensnes 18 10 9
Bicecsossscsses 20 11 10
Geeoonssesnnes 22 13 11
10cscaecanancas 24 14 12
I 26 15 13
12 or more 28 16 14

5/ EC Daily Subsistence Allowance:

Article 10(8)(10)(13)(19)(23)(27)(30)

Where an official furnishes evidence that he must

a hia nlara af roaidance 1in ardar t+ta gatdafy +he
1LA D y.l.a\.c wa LT OoALUTLILG ALE VAiUCL =\ QGLLQLJ -lic

nge
requirements of Article 20 of the Staff Regulations, he
1

be entitled for a nnrind Rnprifipd in naraaranh 2

sh tled aragra
to a daily subsistence allowance as follows:
Entitled to household Not entitled to household
7747744ﬁVV7up110wapce77 ) -+ allowance . = -
LEVEL lst to 15th day from 16th day | 1st to 15th day from 16th. day

(Belgian francs per calendar day)

Al-A3, L/A3 1392 655 | 957 549
A4-A8 1 350 612 ; 915 478
L/A4~L/A8,B l

Other 1 225 572 l 788 395

6/ When salary comparisons are made with other institutions, any expatriation
allowances paid by the international organizations are included in salary whereas
the expatriation allowances paid by private sector firms are excluded from the
comparisons.
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INTERNATIONAL MONETARY FUND
Expatriate Benefits——A Survey of Options

Prepared by Administration Department

December 7, 1984

In considering the Managing Director's recommendations on the
1980 Comprehensive Compensation Review, the Executive Directors agreed
that an examination should be made of the adequacy of expatriate benefits,
especially in view of the decision not to follow outside practices regarding
the explicit premia paid for expatriation.

The review was conducted by a working group comprising staff members
from the Administration Department of the Fund and the Compensation
Department of the Bank, in consultation with their respective Staff
Association Committees. As originally envisaged, the review was to be
confined to determining needs that were peculiar to expatriate staff, to
assessing how far Bank—-Fund expatriate benefits met these needs, and to
considering the extent to which the organizations should go in meeting them,
taking into account the policies of comparator organizations surveyed in
1980 by Hay Associates and those of other international organizations.

The possible modifications in benefits discussed in this paper were
considered on the assumption that the eligibility criteria for expatriate
benefits would remain those approved by successive Executive Boards and
endorsed by the Joint Committee on Staff Compensation Issues in its Report
issued in 1979 (Chapter 4, Sections 11-16 and 17 (vii)). However, during
the course of the review, the Bank and a number of the Fund staff members
consulted expressed the opinion that this issue should be re—examined.

In response to these views the considerations governing eligibility for
expatriate benefits are presented in Appendix I.

The review highlighted the wide differences in needs between expatriate
staff members and, indeed, for the same staff member at different stages of
his career. In addition, some needs, though real, are particularly difficult
to quantify. It is hardly surprising that, in the circumstances, views were
expressed that the case for an explicit expatriation allowance should be
reconsidered, not least because it was felt that such an allowance might
represent an acceptable common denominator. The issue is therefore discussed
in the first section of this paper.
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ment, which was in operation from July 1979 until June 1982 was intended t
provide staff members with a measure of protection against erosions of the
purchasing power of that portion of salary which they chose to spend or to
save in their home country. Up to 20 percent of salary could be remitted
home by means of the HCO. Its exclusion from this review is because it was
intended to protect against the erosion of purchasing power rather tham to
be a benefit per se.

1. The arguments for and against an expatriation allowance

An examination of comparator practices lends little evidence in support
of viewing an expatriation allowance as an alternative to specific benefits.
Indeed, most of the comparators surveyed, while having an explicit expatriation
allowance, also provide expatriation .benefits that are roughly similar in
purpose to those of the Fund.

The clear impression gleaned from an examination of the practices of
comparators and of international institutions is that explicit expatriation
allowances, where they exist, serve two main objectives. First, the allowance
may be regarded as compensation for the disruption in the lives of the
employees and their families. Such foreign service premia are found very
frequently in the private sector and are often geared to the needs of
personnel on 1-3 year assignments. Many firms are, however, reluctant to
continue these incentive payments to employees on long-term assignment
overseas, arguing that, after a number of years at post, employees have
adapted adequately to their new environment. To avoid this problem, some
organizations prefer to give a lump-sum settling-in grant at the outset
instead of a continuous allowance. Such a lump-sum payment offers the
employee a substantial cash incentive to undertake the assignment as well
as providing him with financial assistance when he needs it most.

The second objective of an expatriation allowance is the provision
of a "premium" to ensure the international competitiveness of an
organization's compensation. This appears to have been the purpose when
this practice was established in the Organization for Economic Cooperation
and Development (OECD); it was later taken up by the European Communities (EC)
in 1962, The United Nations (UN), after paying expatriation allowances for
five years, discontinued the practice in 1951. Although it has considered
its reintroduction on a number of occasions since then, payment of the allowance
has never been resumed. It is noteworthy that the absence of an explicit
expatriation allowance during the Fund's first quarter century was not
subject to serious questioning, even though the payment of such allowances
was widespread for private firms, government agencies and European-based
international organizations. It is reasonable to infer that during this
period Fund salaries were competitive internationally. This is hardly
surprising since U.S. living standards were among the highest in the world
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and U.S. salaries, when converted into other currencies, were considered
to be favorable. This situation changed during the 1970s, very largely as
a result of the depreciation of the U.S. dollar vis—a-vis most major
currencies.

A comparison of Fund salaries with those of the EC and OECD (including
the expatriation allowances granted in each institution) during this
period is given in Figures 1 and 2 below and will serve as an example of
what occurred. In the decade ended 1980, the Belgian franc and French
franc appreciated 71 and 31 percent, respectively, against the U.S. dollar.
During this period, the salaries of the EC and OECD gained rapidly in
nominal terms, relative to the Fund. By 1979 EC and OECD salaries at
the equivalent of Range I were, respectively, as much as 70 percent and
47 percent ahead of the corresponding Fund salary when converted into
U.S. dollars at the prevailing exchange rates.

Since then, however, the Fund has regained a competitive edge in
large part because of the appreciation of the U.S. dollar., 1If, therefore,
an expatriation premium is to be regarded as an appropriate device for
ensuring the international competitiveness of Fund salaries, the need
for its introduction does not now exist. Furthermore, even if the need
did exist, the situation would logically call for the establishment of a
variable premium; the sharp variations of exchange rates in either direction
experienced over the past decade would argue against the introduction of a
flat amount or a fixed percentage of salary.

This issue is closely related to the question of the choice of the
appropriate conversion factor to be used in comparing salaries across
countries. While the use of a purchasing power parity index is intellec-
tually appealing, the difficulties of finding the appropriate index are
considerable. These difficulties were examined in the paper on Exchange
Rate Conversion Factors for the International Salary Comparison Survey
(EBAP/81/82, 3/13/1981) and were discussed by the Executive Board on
April 21, 1981.
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FIGURE 1
RATIO OF EC AND OECD SALARIES TO FUND SALARIES, 1970-82

(EC and OECD salaries were converted into U.S. dollars at the average exchange rate for
each year observed and expressed as a percentage of comparable Fund salary)
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ANALYSIS OF THE CHANGE IN EC AND OECD SALARIES RELATIVE
TO FUND SALARIES AS ILLUSTRATED IN FIG. 1
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A case can, nevertheless, be made for an expatriation allowance on
different grounds: it is impossible to provide specific benefits which
will cover the reasonable needs of all expatriate staff members. Indeed,
from an administrative point of view, a policy that addressed each and
every expatriate need would be impracticable and very costly. By contrast,
a modest expatriation allowance has a certain allure as a means of
compensating for these diverse'expenses. " The allowance would help in
covering actual but variable expenses, for example, the added cost of
contact with the home country, purchasé of imported foods, etc. It would
also compensate for intangible factors, such as the psychologicdl costs
of separation from family and culture, the uncertainties resulting from
differences between the United States and the home country laws relating
to the disposal of real property and financial assets, and the lack of
local knowledge regarding the efficient purchase of goods and services.

Although there can be little doubt that these additional expatriate
"costs” exist, it is nevertheless a debatable question whether the Fund
should meet such needs with an explicit expatriation allowance. The
answer to this question depends in part on how the Fund wishes to compare
its practices with those of other employers concerning specific benefits
and in part on the adequacy of any implicit premium already included in
current salary levels. Fund salaries contain a 10 percent quality premium
above U.S. comparators, and to the extent that Fund salaries when compared
with those of foreign comparators contain a premium that exceeds 10 percent,
as was the case in the 1984 survey, the excess might be viewed as an
implicit expatriation premium.

The present compensation policy does not offer non-U.S. staff members
a salary premium vis—a-vis their U.S. colleagues, who do not face the
expatriate costs described earlier. However, it has been Fund policy so
far not to differentiate between nationalities in terms of salary. The
Joint Committee on Staff Compensation Issues noted and supported this
policy (see Chapter 4 of the Committee's Report, in particular Section 4.5).
Management also endorsed this position (see EBAP/79/110, 4/12/79, Section V)
and proposed in 1981 that the current review of expatriate benefits be
undertaken in the light of the decision not to pursue the expatriation
allowance option (see Managing Director's Statement 81/100, 6/3/1981).

Whatever the arguments for or against the introduction of an explicit
expatrlate allowance might be, there appears to be no strong justification
for reopening the question at this juncture. The assumption underlying
the present review of expatriate benefits was that the Fund would continue
its present general compensation policy of (a) setting salaries at levels
that provided a sufficient inducement to attract high quality staff worldwide;
and (b) once staff had been recruited, enabling them to move to, and settle
into, the duty station, while at the same time enabling them and their
families to maintain contact with the home country with a view to facili-
tating their eventual return there. These particular benefits——home leave,
children's education allowance, appointment and resettlement benefits,
housing, and miscellaneous services——are discussed in the following
sections.
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2. Contact with home country ' ‘

The purpose of the Fund's home leave policy is to enable expatriate
staff members, and their spouses and children, to maintain their personal
ties and association with the home country. These visits are also
intended to ease the families' eventual reabsorption into the home country.
However, adequate home leave provisions are also of benefit to the Fund
inasmuch as they enable the organization to recruit on a broad geographical
basis and they help preserve the international outlook and character of
the staff. To meet these needs, the Fund currently provides regular
economy class travel, or business class where available, to the recognized
home every two years for the staff member, spouse and dependent children.
There is also a three-year option that permits such travel in first class.

The appropriateness of these policy objectives was not questioned
during the review. What was questioned was whether the home leave policy
as it stands met its objectives adequately. In particular, views were
expressed that contact with the home country at intervals that were no
more frequent than once every two years led to a considerable weakening
of personal contacts and resulted over time in a blurring of cultural
differences between staff members, instead of their bringing to the Fund's
work the distinctive contributions of their varied cultural heritages.

Many staff members place considerable importance on relatively
frequent visits to the home country in order that the spouse and children
may not lose touch with their family and with their social and cultural
milieu. Such contact has more than sentimental significance. From a
practical standpoint, the children may be obliged, if they are G(iv) visa
holders, to return and equip themselves for a career in the home country.
Indeed, the education allowance policy, which is discussed in the following
section of this paper, is predicated on the need to keep this option open.
Furthermore, if the children are being educated in the home country, staff
members may wish to return every year, inter alia, to make necessary arrange-—
ments for their schooling. As the Fund pays for the children to return to
Washington twice per year, staff members may also wish to travel home each
year in order to spend the third vacation with the children.

It has to be recognized, of course, that a determination of how often
staff members and their families "need" to take home leave in order to
preserve their personal ties with the home country-—or to maintain the
true international character of the Fund--is largely subjective. The
need to keep close contact with the home country not only varies between
staff members but also changes over time for each individual., 1In view of
these difficulties, the information available on home leave practices
elsewhere is of particular importance.

Data from the 1980 Comprehensive Compensation Review, which is given
in Appendix A, show that many comparators provide annual home leave.
The French and U.S. comparators and those from the German public sector
generally provide home leave at least once a year, whereas policies of
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the German private sector organizations are more in line with the existing
practice in the Bank and the Fund. As far as international organizations
are concerned, the UN and the OECD provide home leave once every two years.
The EC, however, provides home leave travel once every year to staff
members whose homes are not in the locality (within 40 kms of the office)
and twice per year to staff members whose homes are within the Community
but more than 725 kms from the duty station. Annual home leave is also
provided to those staff members whose recognized destination is outside
the member states.,

In light of these arguments and the supporting evidence from comparator
practices, two options designed to increase the frequency of home contact
are examined below:

(a) An increase in the frequency of home leave from once every two
years to once every year. The three-year option would be retained in its
present form. The cost of this improvement was estimated at $2.2 million
per year. However, this additional cost could be reduced considerably if
it were decided to increase the frequency of home leave to, say, two trips
every three years ($0.73 million).

(b) The introduction of a limited "supplementary home country travel”
provision, leaving the present home leave entitlements unchanged. Under
this provision, all expatriate staff members would receive, in addition
to regular home leave, a "credit” for one round-trip economy class ticket
to the recognized home. The first credit would be given on the introduction
of the provision or one year after the staff members entered on duty
(whichever was later). Thereafter, married staff would earn a credit once
every two years and unmarried staff members once every four years. The
"credits"” could be accumulated and the staff member would be able to convert
ar credit into a single round-trip ticket whenever he saw fit. In concept,
this option is not new; a similar provision was discussed by Executive
Directors in 1981, but in the interests of parallelism with the Bank,
this proposal was set aside.

The estimated cost of this option is $750,000 per year, assuming
immediate use of the "credits" once they had been earned. In practice,
however, the cost impact would probably be delayed since people would
save up their "credits."”

3. Education of children

The Fund grants an education allowance to staff members who are not
nationals of the duty station country to assist them in educating their
dependent children in a manner that will facilitate their eventual return
to their home country. The Fund recognizes that staff members face
additional costs in providing their children such an education and that
the organization should assist in covering these costs. This policy has
raised a number of contentious issues within the staff, particularly as
regards Fund assistance to expatriates who send their children to English-
medium private schools in the United States or to schools or universities



other than in the home country. The case for providing assistance for
children studying in a school where the medium of instruction is a foreign
language that is the same as in the staff member's country is readily
understood and accepted. What is less well understood is that instruction
in the vernacular may not be available locally leaving staff members with
no alternative but to enroll children in an English language school. Even
for children whose mother tongue is English, there is no assurance that
local public schools have standards that are adequately comparable with
those of the educational system in the home country. In such circumstances,
the Fund has preferred not to lay down strict criteria for the type of
schooling which will best meet the needs of the children of expatriate
staff, believing it preferable to leave the choice of school to the

staff member. Lines of demarcation for the types of education that fall
within and outside the objective of policy are difficult to draw; parents
can seldom predict accurately if their children will wish or need to
assimilate in the home country. Frequently parents feel that they have

to prepare their children for the possibility of both remaining in the
United States and returning home. 1In this sense, the policy provides a
kind of educational "insurance policy"” for the children in case the

parents leave the Fund and are obliged to leave the United States.

Under the Fund education allowance provisions, expatriate staff
members are reimbursed 75 percent of their children's tuition fees at
primary and secondary schools in the duty station, up to a current
ceiling of $4,000 per annum. If their children are attending schools or
universities outside the duty station country, 75 percent of the tuition
and boarding costs are reimbursed up to a current maximum allowance of
$5,800 (this figure is adjusted on a country-by—country basis using the
UN Post Adjustment Index) and the Fund also provides two round-trip
economy air fares per year for each child.

The review concentrated on four areas where concern has been
expressed that a gap exists between the purposes and the provisions of
the policy; these are:

a. the extent of the staff member's contribution toward education
costs, i.e., currently not less than 25 percent of the fees;

b. the desirability of providing education allowances to expatriate
staff members who have children studying at universities in the duty station
country (an expense at present not covered by the Fund education allowance
policy);

C. the number of return journeys per year for children studying
outside the duty station country; and

d. the age limit at which children cease to qualify for education
allowances.




- 721 -

a. Proportion of education costs reimbursed

With reference to the purpose of the education allowance policy
described in the first paragraph of this section, it is not easy to determine
how far the Fund should assist staff members or to define what are the
"additional costs” caused by expatriation. For staff members from those
countries where high—quality education is provided free by the state,
almost all education costs in the duty station may be regarded as additional
expenditure. In these circumstances, a case could probably be made for
providing 90 or even 100 percent reimbursement of school fees. On the
other hand, staff members from some other countries would probably have .
sent their children to private schools as a matter of course if they had
remained in their own country. 1In such cases the staff members would
not incur any additional education costs in the duty station relative to
the normal situation in their home country (setting aside differences in
tuition and other related costs). Clearly, the majority of cases lie
between these two extremes, given the variation in the standard and cost
of schooling between countries.

It might be argued that an increase in the Fund's contribution toward
education costs is warranted, and that the education allowance policies
of the Fund lag behind those of a significant number of comparators.
The results of the Hay Survey (see Appendix A of the "Review of Expatriate
Benefits") show that the majority of French and German comparators pay
education costs for the children of expatriate staff and it is understood
that in many cases reimburse 100 percent of reasonable tuition costs
(although the available data in this area is incomplete). This practice
is certainly prevalent in U.S. organizations, both in the public and
private sectors. The U.S. State Department, for example, sets its allowance
levels to cover the full cost of "adequate” schooling at post, or if no
"adequate” school exists at post, away from post.

Comparisons with other international organizations are also pertinent,
however, since their conditions of service are similar to those in the Fund
(i.e., nature of employment, period of expatriation, etc.). In this area
the Fund's present policy compares favorably: OECD in Paris requires its
staff to pay 30 percent of approved education costs, with the organization
reimbursing the balance up to a current maximum allowance of FF 20,163 per
annum (approximately US$3,000), if the child is not studying in the staff
member's home country, and up to a ceiling of FF 24,196 per annum (approx-
imately US$3,500) if the child is studying in the home country. The EC
pay 100 percent of approved education costs, but they apply a maximum of
BF 49,260 per annum (approximately US$1,000) if the child is studying at
the duty station, or twice that amount if the child is at university in
the home country or linguistic region (e.g., Belgium). The agencies in the
UN family require their staff to pay 25 percent of the first $3,000, but
if tuition fees exceed this figure, staff members pay 50 percent of the
next 81,000 and 75 percent of the next $1,000. Such data would indicate
that the Fund's present cost sharing policy is in line with other inter-
national organizations or is more generous.
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Another reason for continuing the present arrangements is the desir-
ability of having staff members pay a portion of their children's education
expenses. By requiring staff members to contribute part of the cost of
their children's private education, staff members will be deterred from
using the benefit merely because it is available. It is felt that private
education should not be treated as a "free good.”

The review committee also considered an alternative approach: to
include the local bussing expenses as part of the recognized costs of
attendance (but without increasing the maximum allowance accordingly or
taking these transportation costs into account when making the annual
adjustment in the maximum allowance). Since the children of some expatriates
have to travel quite long distances to attend the school of their choice
(e.g., the French and German Schools), the local transportation costs can be
appreciable. Looking at the issue from a different point of view, a few
private schools reportedly do not identify the cost of bus transportation
in the school bill and this leads unintentionally to discriminatory treatment
in the calculation of the education allowances.

In the U.S. public school system, the costs of bus transportation
are borne by the state. Comparator surveys did not provide data on this
point, although we are aware that some companies reimburse local trans-—
portation together with the tuition costs. Such costs are not paid by the
UN or EC, but they are covered by the OECD. It is estimated that such a
change would increase the education benefit costs to the Fund by around
$150,000 per annum.

b. University education in the duty station country

The Fund does not pay an allowance for university education in the
duty station country. To do so would appear to be inconsistent with the
policy's objective: assistance with the additional costs of educating
the expatriate children in a manner to facilitate their return to the home
country. Allowances for education at primary and secondary level in the
duty station are justified because it is understood that parents may not
wish to be separated from their children while the latter attend school
abroad and because, in any case, the education program in selected private
schools in the duty station is compatible with the school system, religion
and mores of their home country. However, students at tertiary level
frequently attend university outside their home town and are, therefore,
absent from home during term-time, The Fund has, therefore, taken the
view that no major social objections exist which would prevent children
from attending university in the home country.

In certain countries it is recognized that a U.S. university education
may assist children who return home to take up a career. However, where
this is so, one cannot argue that the parents of such children serving in
Washington face additional costs because of expatriation, and in such cases
the grounds for paying education allowance are very weak.
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Furthermore, if the'policy were no longer directed toward reimbursing
"additional costs,” the benefit would become a pure educational subsidy=-—~but
one from which U.S. nationals would be excluded. Such a policy change would
be highly discriminatory. In such circumstances, if the education allowance
policy (including university education in the duty station country) were to
be made available to U.S. staff members, it would eliminate this perceived
inequity._ Such a step is not considered to be justifiable, however, in the
13 51+ P P oy T o A en P 11
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have to rest on grounds other than expatriation.

The cost of children's university education in the United States
represents a significant financial burden on all families living in the
United States, perhaps second only to the purchase of a home. It should
also be considered that Fund salaries are determined by the U.S. market
and employees in comparator organizations’are normally expected to meet

such expenditure out of their salary.

Nevertheless, since the UN agencies (and also the Inter—American
Development Bank) have in recent years changed their education grant policies
to cover university education in the duty station, there is considerable
pressure for this issue to be re—examined. Some expatriate staff at
headquarters argue that, having brought up their children in the
United States, the children have no practical option but to go on to
U.S. universities because they lack either the language or the special
academic qualifications necessary to be accepted by universities in the
home country. As a result of the desire to keep their children at home
rather than sending them away to school in the home country when they
were still young, many staff members now face substantial costs which
they would not have incurred if they had remained in their home country.
Furthermore, if the children are not U.S. citizens, they are ineligible
for certain scholarships and loan programs, making their education more
expensive than for U.S. children.

In a similar context, through its support of the G(iv) Children's
Coalition, the Fund has demonstrated its awareness of the difficulties
faced by G(iv) visa-holding children who have come to regard the
United States as their home but who do not at present have the right to
permanent residence. Through the education allowance policy, the Fund
also recognizes that non-U.S. staff members may wish to educate their
children so that they may be assimilated into the home country. However,
it appears neither logical nor fair to confuse the two groups and their
objectives, and to provide an expatriate benmefit for children who, for
the most part, would appear to want to enter the U.S. labor market.

An alternative to amending the education policy and its objectives
may be to consider improving the terms of salary advances for education-
in line with the policies of some U.S. companies.- At present, staff
members of all nationalities may request up to six months' salary to
cover children's university costs. The Fund recognizes that, in some
circumstances, expatriate parents may well feel that a university education
in the duty station country is the best course for their children. For
them, as for staff members who are duty station nationals, these costs
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are considerable. For all staff, the ceiling on borrowing could be raised
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Ce FEducation travel

Staff members sending their children to schools or universiti
the duty station are faced with the decision on where the children
stay during the vacation. Understandably, most staff members prefer to
unite the family by bringing the children to the duty station or by
returning, themselves, to the home country. Alternatively, they may
lodge the children with friends or relatives, which may involve expenses
for their board and lodging. Under the present policy, the children
studying outside the United States are granted two economy class round
trips annually and, thus, assuming a staff member takes home leave once
every two years, the family can be reunited five vacations out of six in
a two-year period. The sixth vacation, therefore, represents a clear—cut

expatriate expense.
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However, comparator institutions appear to be less generous than the
Fund with regard to education travel. In the Hay Survey of the French
and German private sector, education travel is not mentioned as a benefit;
in the case of U.S. private companies the practice is to give one or two
round trips per year. Among the international organizations, the EC do
not provide education travel while the UN and OECD normally pay for one
round trip annually.

d. Age limit

Provided that they are full-time students, children of expatriate
staff qualify for education allowances from the beginning of the school
year in which they reach their fifth birthday to the end of the academic
year in which they reach their 24th birthday. These age limits were set .
so that children would be covered from the beginning of primary education
until they receive their first degree. It has been pointed out, however,
that in some countries, especially in Europe, students do not finish
their high-school studies until the age of 19 or 20 and, where this is
followed by a five-year university course, they will not complete their
first degree until the age of 24 or 25--possibly later if their studies
have been interrupted by military service.

The practice of private sector organizations is not clear in this
regard; however, it appears that many pay education allowances until
the child has received his first degree. As regards the international
organizations, the education benefits at the OECD terminate when the
children cease full-time studies, but not later than their 26th birthday.
The EC pay education allowances until the 26th birthday. The UN does
not continue education benefits beyond the end of the academic year in
which the children reach 25 years of age, although, exceptionally, one
year's grace may be given when children have had their studies interrupted
by military service.
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The UN formula would appear to be most suitable for adoption in the
Fund and would thus allow for the education benefits to be paid for one
more year, or exceptionally two more years than at present. The cost of
this benefit which would probably affect about five students a year
would amount to around $20,000 per annum. This cost could be reduced,
and possibly a saving could be made, if in future education allowances
were available only for study toward the first university degree, though
agreement on the definition of "first degree" would not be easy.

4. Services and facilities

In addition to specific benefits policles, the Fund offers a variety
of services designed primarily to meet the needs of expatriate staff.
This assistance ranges from the provision of general information on housing,
shops, schools, etc., through help with immigration and visa applications,
to direct counseling in personal matters. Its purpose is to help staff
members and their families settle in and adjust to 1life in Washington.

Since the Fund staff providing these services do not possess
specialized knowledge or extensive resources, they do not involve
themselves directly in matters where professional, legal or financial
expertise is required. Although the Fund makes available the services
of a lawyer to offer preliminary counseling, staff members are advised
to retain their own lawyer if they wish to pursue a matter further.

Staff members generally recognize that the Fund can scarcely provide
a full range of such services, but nevertheless there have been requests
for the Fund to offer further help in two areas. First, the Fund could
more actively assist the spouses or children of G(iv) visa holders in
finding suitable employment commensurate with their abilities, within the
constraints imposed by their visa status. Although the assignment of Fund
staff to this task might help in some cases, the inherent problems are
such that their "success rate” in finding suitable jobs for Fund family
members would probably not be high and, relative to what they could rea-
sonably expect to achieve, the cost to the Fund of using staff time for
this purpose would be considerable., Furthermore, it might raise expectations
that the Fund could somehow find jobs for these family members. A more
realistic proposition would be to provide support services (office equipment,
telephones, etc.) to the IMF wives voluntary group (InFFO) if it wished to
involve itself in this area.

The second area concerns an inadequate recognition of the legal and
financial problems arising out of expatriate status. Apart from a
lack of familiarity with U.S. regulations, non-U.S. staff members find
that their problems are likely to be more complex than those of the U.S.
staff, because they have different legal and tax status in the United States
and in their home country. For instance, they may need to draw up two wills
to dispose of their assets in both countries. Consequently, the assistance
that they require with their legal and financial affairs tends to be more
specialized and time-consuming and, therefore, more expensive than for their
U.S. colleagues.



These difficulties might be alleviated:
(a) by expanding the in-house legal assistance and also by offering
expatriates assistance in dealing with financial matters; or

(b) by subsidizing the cost of external counseling in these areas.

If under Option (a) the Fund were to hire the services of one lawyer
and one financial counselor on a half-time basis, and provide them with
an office with secretarial support, the cost would probably exceed
$135,000 per year. The cost of providing assistance with staff members'
legal and financial counseling Option (b) would depend on the level
of the subsidy--but might prove equally expensive.
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ATTA
OLinvViiriniy
Visa Restriction for Staff in Ranges F and Above
Under existing rules, non-U.S. nationals who hold U.S. immigrant

visas l/ are required to relinqulsh them in exchange for G(iv) visas
upon joining the Fund as regular staff members in Ranges F and above.
Participants in the Economist Program and other staff on fixed-term
appointments may retain an immigrant visa until offered a regular
appointment. Similarly, regular staff members may retain their visas
until their appointment has been confirmed at the end of a one-year
probationary period. No restriction on visa status applies to staff
members in Ranges A-E. '

The rule is based on an Executive Board decision taken in
December 1953, under which expatriate staff members in Ranges F and
above are prevented from retaining or obtaining U.S. immigrant visas.
A clause which gives the Executive Board the discretion to approve
exceptions in cases of unusual hardship was part of the original decision,
but it has only been applied in a very small number of cases throughout
the years. 1In 1976, a general exception was approved with respect to
staff members who are within five years of retirement. This followed
a similar decision taken by the World Bamk the previous year, but the
Bank's simultaneous decision to permit new staff members to retain
immigrant visas was never adopted by the Fund. It is now proposed
that the Fund act to bring its policy in line with that of the Bank.

The Executive Board's 1953 decision preventing the Fund's staff in
Ranges F-M from retaining or obtaining U.S. immigrant visas was taken
on the assumption that non-U.S. employees with such visas might become
liable to pay U.S. income tax (EBAP/53/96, 12/24/53). This understanding
was based on statements made at that time by the U.S. Attorney General.
Although the U.S. authorities subsequently ruled that non-U.S. staff,
irrespective of visa status, would not be liable for U.S. income
tax on their Fund salaries, the Board decision was not revoked. Thus,
the Fund has ever since adhered to a policy whose initial justification
was removed shortly after its inception, and for which an alternative
justification has not been the subject of a specific decision by the
Executive Board. However, it has been tacitly assumed that the limitation
on the acquisition of an immigrant visa has been retained on the grounds
that it assists in maintaining the nationality distribution of the
professional staff. '

1/ An "immigrant visa” is the visa issued by the U.S. authorities to
an individual who has been “"lawfully accorded the privilege of
residing permanently in the United States as an immigrant in accordance
with the immigration laws.” This visa is sometimes referred to as a
“"permanent resident visa” or simply as the "green card.”
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The issue of eligibility for expatriate benefits for holders of
immigrant visas was discussed in the Executive Board in 1968. The
relevant Board paper (EBAP/68/116, 7/24/68) raised the question of
waiving the restrictions for two categories of F-M staff: (a) those who
had especially needed skills or who would suffer hardships as a result
of relinquishing their visa status; and (b) staff members 55 years
of age or older who wished to remain in the United States after their
retirement. While Executive Directors expressed considerable sympathy
for staff members in the two categories, the focus of the discussion
was on benefits issues. The issue of visa status was instead incorporated
the following year into a general review of recruitment issues. However,
since at that time no substantial difficulties had apparently arisen as
a result of the visa policy, the issue was left in abeyance (EBAP/69/226,
12/4/69).

During 1974 and 1975 discussions took place between the Fund and
the Bank concerning the desirability of removing the visa restriction
for F-M staff. There was considerable pressure for a change in the
Bank, mainly because of the perceived problems in the area of recruitment,
but the matter was not considered equally urgent in the Fund. 1In the
end, the Bank alone proceeded to abolish the requirement for new recruits
to give up their immigrant visas. At the same time the Bank introduced
a provision that permitted staff within five years of retirement to
switch from G(iv) to immigrant visa. The latter change was subsequently
adopted by the Fund; in the context of the 1976 Compensation Review,
it was proposed to the Executive Board who approved the following
policy:

"a staff member in Ranges F-M who is within five years

of normal retirement, or a specifically stipulated an.
early retirement date, would be permitted to apply ’
for and obtain a U.S. immigration visa and individual
approval by the Executive Board would no longer be

required in such cases”™ (EBAP/76/77, 4/9/76). o

To date, 15 staff members have requested permission to obtain immigrant
visas under this rule.

While staff in Ranges F and above have been precluded from retain-
ing or obtaining a U.S. immigrant visa, with the exception of those kN
within five years of retirement, no such restriction has ever been
applied to staff in Ranges A-E. Moreover, if a staff member who holds
an immigrant visa is promoted from Ranges A-E to Range F and above,
the requirement for relinquishing the immigrant visa is not applied.

If it were, career development opportunities for staff in Ranges A-E
might be significantly constrained.




- 29 - ATTACEMENT II

INTERNATIONAL MONETARY FUND
WASHINGTON, D. C. 20431

TXECUTIVE DIRECTOR July 27, 1984 casie aconcss
MEMORANDUM
TO: The Managing Director
FROM: Teruo Hirao 7T

SUBJECT: Report of the Workiﬁg:Group on Expatriate Benefits

In an e;change of letters between you and Mr. de Maulde,

you suggested an informal way of considering the harmonization
‘ of approaches to eligibility and other issues regarding
expatriate benefits. A group (Messrs. Lovato, Prowse and
mysel%j;held joint meetings with the Bank group (Messrs. de Maulde,
Ray and Burnham) during the period March 28 through July 5, 1984.
The attached report was prepared by the Joint Bank/Fund Working
- Group on Expatriate Benefits. It reviews the eligibility for

expatriate benefits and home leave frequency, and recommends

the adoption of new policies regarding these two issues.

Attachment
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REPORT OF THE JOINT BANK/FUND WORKING GROUP ON EXPATRIATE BENEFITS

I. INTRODUCTION

1. To address recommendations of the Kafka Committee, the Executive
Directors of the Bank and of the Fund, in May 1981, requested a review of
certain expatriate issues. This review was initiated by the Bank and the Fund
in January 1982 and by July 1983 agreement between the two institutions had
been reached on a number of issues, including the need to restrict eligibility
for expatriate benefits, but major differences rem;ined in two key areas: the
precise criteria for restricting eligibility for expatriate benefits and the
method of providing greater flexibility in the home leave travel provisions.
Despite every effort on both sides, it was clear that these differences could
not be reconciled at the management level. In an effort to reconcile these
differences a Joint Bank/Fund Working Group on Expatriate Benefits was formed
comprised of three Bank Executive Directors and three Fund Executive

- Directors. The members of the Working Group are Messrs. Burnham, de Maulde
and Ray from the Bank and Messrs. Hirao, Lovato and Prowsé from the.and.
Meetings of the Working Group were heid in the Bank ahd Fund on an alternating
basis with meetings held in the Bank chaired by Mr. de Maulde and those in the
‘Fund chaired by Mr. Hirao. Senior administrative staff from the Bank and the
Fund attended and participated in these meetings. The Working Group has
concluded its deliberations and its recommendations are set forth in this

report.
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ITI. ELIGIBILITY FOR EXPATRIATE BENEFITS

2. Following a general background review of expatriate benefits the
Working Group considered a paper entitled "ﬁligibility for Expatriatel
Benefits" prepared jointly by the Fund Administration Department and the.Bank
Compensation ﬁepartment, dated April 26, 1984 (Attachment I). The paper
evaluates five possible options for eligibility for expaﬁriate benefits

against considerations of equity, simplicity and cost. The five are:

I - nationality
1 - internationally recruited staff
111 - visa status prior to appointment
v - length of residence in the U.S.
v - combination visa status prior to appointment and

residency (the so called "

compromise" solution).
3'=, The Wérking Group, after careful consideration of all five options,
re%gmmends adoption of Option III (visa status prior to appoihtment) becausé}
- it is the most logical criterion and recégnizés the different
éircumstances and needs of U.S. nationals and perméAéﬁt.
residents on the one hand and expatriates in G-4 visa status on
the other;
- it addresses the inequity perceived by U.S. staff.of extehding
expatriate benefits to permanent residents; and |
- it is simple to administer.
4. The Working Group attaches no weight to the two perceived
disadvantages of Option III noted in the paper. The first - tﬂat it would

create distinctions betwveen permanent residents and G-4 visa holders — could

hardly be a disadvantage since this is the intention of the proposal; as to



- 32 -

the second disadvantage - that it fails to recognize that staff members might .
hold permanent resident visas without the intention of remaining in the U.S.

5. The
between Option III and the practice in the Bank prior to 1979. The latter was
widely regarded as inequitable in that it permitted non-U.S. staff married to
a U.S. national or a permanent resident to switch to G-4 visa status purely in
order to obtain access to expatriate benefits but subsequently to revert
easily to permanent resident status by virtue of the status of the spouse.

Option III would deny expatriate benefits to anybody in permanent resident

status in the year prior to appointment irrespective of any subsequent change

in visa status. The Working Group notes that Option III depends upon a
criterion established by U.S. legislation which could.be changed in the
future. Although the éontingency appears remote ~ there has been no material
change in the rules governing G-4 visa status.for the past 30 years - this
situation could be addressed if and when the need arose.

6. The Working Group believes it to be essential that, upon introduction
of the new eligibility criterion, present staff, so long as they retain their
current visa status, shall remain eligible for the existing expatriate benefit
package; entitlement to any new benefits would be determined at the time of
their introduction. The Working Group notes and welcomes the fact that the
Bank and Fund managements support the same views. As a corollary to its basic

recommendation, the Working Group also recommends that staff at any level be

permitted at any time to take out permanent resident status if they so desire;

upon taking out permanent resident status a new or existing staff member



®

further recommends that if and when the proposed new set of rules affecting
eligibility status is adopted by the Boards of the Bank and Fund it should
have immediate effect for existing énd new staff, except that existing staff
in G-4 visa status who apply for permanent resident status within twelve
months of the adoption of the new rules would not lose their eligibility for

the existing expatriate benefit package on taking out such status.

I11. HOME LEAVE

7. The Working Group also considered a paper entitled "Home Leave"
prepared jointly by the Fund Administration Department and the Bank
Compensation Department, dated May 15, 1984 (Attachment II). The paper
summarizes the Fund and Bank proposals designed to increase the frequency of,
or provide greater flexibility in, home leave travel. The two main proposals,
which are described in detail in the paper and are assessed against the three
cri;etia of equity, simplicity and cost, are the following:

- a "points system" under which supplementary travel to the home
country would be given upon the accumulation of a certain
number of points which would be allocated each time home leave
was taken in economy class; and

- a "cash savings scheme" under which staff who elected to travel
on home leave in less than full economy class would receive a .

cash sum for the difference between that fare and the full

economy class fare applicable at the time of travel.



8. The Working Group considers the '"cash savings scheme'" to be
unacceptable. Despite the savings to the institutions which would accrue, the
idea that staff members would be given some maximum amount of money with which
to buy tickets and could "pocket" what they did not use is, in principle,
objectionable, especially since staff with different home ieave destinations
would be very differently affected by the proposal. The Working Group
recommends that the 'points system", which would be easy to administer, would
best serve the needs and interests of the staff and the two institutions,
provided that it is modified to ensure that the Bank and the Fund would not
incur any additional home leave costs. One way this could be done would be by
increasing from three (i.e. the number originally proposed) the number of
points required to be exchanged for an additional economy class ticket, or by

providing that points be allowed only for travel on less than economy class.

IV. SUMMARY RECOMMENDATIONS

9. In summary, the Working Group recommends that the Bank and Fund:

- adopt a policy whereby new staff who had been in permanent
resident status at any time within ome year prior to their
appointment would be ineligible for expatriate benefits
irrespective of any future change in visa status. As a
corollary, all staff should be free to take out permanent
resident status but would lose eligibility for expatriate

benefits on doing s0;
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- explore the feasibility of increasing the frequency of home
leave travel along the lines of the "points system" provided
this can be achieved without any increase in costs of home

leave.

A ds Aaudd, Ve thoiar

Bruno de Maulde Teruo Hirao

Bank Chairman Fund Chairman

Attachments



OPTION 1: NATIONALITY

The existing eligibility
test in the Pund (since 1953)
and in the Bank (stonce 1979),
as recommended in the Report
of the Joint Committee on
Staff Compensation Issues
(1979).

Degcription: If staff

members are not US citi~
zens, they are eligible for
expatriate benefits.

Implications: Using this
test, all non-US staff qualify,

irrespective of level, wethod
of recruitment, visa status or
length of stay in U.S. prior teo
appolntment.

OPTION II:

- about staff members'
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Attachment 1

Page 1 of 2

Eligibility for Expatriate Benefits

The options are assessed agaipst the criteris of equity, simplicity and cost,

uit
For: treats all non-US nationals
equally and makes no judgenments
current or
former visa or residency status.

Against: 1. Does not recognize that
G-4 and permanent resident (PR) sctaff
usy have different needs with respect
to benefits.

2. Creates distinctions
between US and PR staff. US staff
perceive PR staff as enjoying benefits
not available to US staff, although
their circumstances are similar (PR
seen to have "best of both worlds™).

INTERNATIONALLY RECRUITED STAFP

Similar to test used by
United Nations.

Description: Only non-

U.S. citizens in interns~
tionally~recruited positions
are eligible. Staff in

Ranges F-M/J-N are considered
to be internationally recruited
although, in exceptional cir-
cumstances, some A-E/A-1 staff
(e.g., bilingual secretaries)
may also be recruited interna-
tionally.

Implications: Using this
test, G-4 and PR "profes~
sionals”™ receive expatriate
benefits while virtually all
“support” staff are ineli-
gible, regsrdless of visa
status.

OPTION 1II:

For:

wmost consistent with organi-
zations' recruitment snd employment
neede .

Against: 1. Would represent a
fundamental change in the funstitu-
tions' approach to expatriate benefits,
and would appear to distinguish between
staff by rank rather than by the
individuale® needs.

2., At F=M/J-N levels, does
not recognize that G-4 and PR staff
or - have different needs with respecr
t. benefits,

3. Because few A—E/A~1 staff
would qualify, they would probably

perceive the test as discriminatory
(even if existing staff not directly
af fected).

VISA STATUS PRIOR TO APPOINTMENT

Description:

within the year prior to their
appointment would be ineligible,
irrespective of any later change
in visa status unless required
by Pund/Bank to hold G—~4 visa.
(As a corollary, uew or existing
staff would lose eligibility on
taking out PR status.)

Implications: Visa status
prior to appointment becomes

criterion, irrecpective of any
subsequent change in visa.

US nationals and
.new staff in PR s%atus at any time

For: 1.
stances and benefits needs of G-4
and PR staff., Since G-4s have no
right to be employed
in the United States
Bank, they have greater need to
maintain contact with home country,

2., Directly addresses the main

source of resentment among US staff

Recognizes different circum— 1,

in or to remain
on leaving Fund/

Simplicity
1. Easy to sadminister

because eligibility test
is based on clear-cut defi~
nition of staff categories.

2. Easy to verify (check
passport).

1, Problems may arise in
identifying “interna-
tionally recruited” staff
at A-E/A-1 levels.

2, It may create a barrier
to free movesent of staff
between "locally recruited”
and “internationally
recruited” poeitious.

Easy to administer
because bssed on clear-
cut definition of staff
categorties.

2. Easy to verify (check
visa in passport),’

(and of criticism in the community at
large) in that expatriate benefits are
currently extended to PR staff many of
whon are married to US nationals or
permanent residents,

3. Since subsequent switch to
G-4 gtatus irrelevant, avoids criticism
that those who are considered least
qualified for expatriate benefits
(e.g., those married to US nationals
or PRe) could mogt easily give up PR
status to obtain expatriate benefitrs
without endangering their ability to
regain that scatus.

Againgt: 1. Creates distinctions
between G-4 and PR ecaff. PR staff

oay perceive G-4 as enjoying benefits
not available to them although they are
both foreign nationals living in the
United States.

2. Falle to recognize that
staff wmembers way hold PR visa without
intention to remain in U.S. indefinitely.

Cost Index i/
100

n
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OPTION 1V: LENGTH OF RESIDENCE IN U,S. Equity

Similar to tests used by EC
and OECD.

etaff members
as new staff
the U.S.

Description: US
ineligible, as well

vho have resided in

for the three years ending aix

months before appointment. For

non-US staff, ~xceptions permitted

to cover periods in the U.S. as:

(1) internationsl civil servant
a.

Gunntmdcra oEFdad

{11) expatriate official of

foreign government;

(111) expatriate on intra-company

trangfer or as representative of

non-US media;

(iv) 5 years as university student;
(v) dependent child under 18 of

aon-US national,

Irplicatfons: Length of reei-

dence in U,S. becomes criterion,
irrespective of visa status.

OPTION V: COMPROMISE SOLUTION

Descripcion: 1In addition to

US nationals, new staff in

PR status for at lesst 3 out of
the 4 years prior to appoint-
ment would be ineligible, jrres—
pective of any later change in
visa etatus unless required

by the Bank/Fund to hold G-4
visas. New or existing staff
would become ineligible 4f

they convert to PR status.

Implications: Similar to
., B-4 visa test, but with

“advantages of residency test.

For: 1. LUike nationality test
Ta;ilon 1), recognizes that PR status
may not imply intention to remain

in V.S.

2. The test relies on a past
event—i.e., ) years residence in U.S.
—-rather than on an assuwption about
the staff members' intentions based
on passport or visa status,

3. Test wou
triste benefits for many
thereby reducing present adverse
perception by US staff,

Against: Createg distinct{ons among
PR staff depending on length of prior
regidence. Test will have less per-
ceived validity the longer staff
sembers stay with the Fund/Bank, e¢ince
test applied at s single moment in
time.

For: l. Recognizes different circum-
stances and needs of G-4 and long-
term PR staff;

2. Recogniges that limited prior
PR etatue may not indicate intention to
remain i{n U.S. indefinitely,

3. Would eliminate expatriate
benefits for long-cerm US residente and
those on the staff wishing to acquire
PR visa. It should therefore reduce
present adverse perception by US staff.

Against: Falls to recognize that
staff members may hold PR visa without
intention to remain in U.S. indefinitely,

Attachment I
Page 2 of 2

Simplicity Inde
1. Problems may arise with 83
regard to exceptions:
there may be contentious
judgenents when determining
periods spent in U.S. that do
not count towards the three
years' residence,

2. Problems may arise in
determining whether staff
member was living i{n U.S.

=r = £ Ao
8L 8 CETLa81N U&cE,

Fairly easy to administer: 89
among non-~US staff, the

Bank/Fund sust check that
recruits have not held PR

visa in three out of four

years prior to appointment.

There may be some probleas
in confirming exact period
of prior PR status.

1/ Cost Index:

for new staff, based on the “nationality test” (Option I) = 100.

This column shows the relative cost of expatriate benefits (home leave and education allowance)
On the assumption that the eligibility of existing

staff would be "grandfathered,” the total cost saving would be progressively realized over about 25 years,
i.e., after all currently "grandfathered™ staff have left the Fund and Bank.

Prepared by Administration Department, IMF

and Compensation Department, IBRD

April 26, 1984
(reviged) 6/25/84
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Home Leave

The Fund 's Administration Department and Bank's Compensation Department
are agreed that the present home leave options should be retained. Currently,
eligible staff members, their spouses, and dependent children may travel on
home leave at their organization's expense

"either once every three years in first class,
or once every two years in business/economy class.

The Fund and Bank administrations also agreed that it would be desirable
to introduce a third option to provide greater flexibility for staff willing
to use cheaper fares for home leave travel.

Although no agreement was reached on the mechanics of such a thlrd
option, the possible approaches have been narrowed to two schemes:

1. a "points system” for supplementary travel to the home country,
favored by the Fund, and

2. a “"cash savings scheme”, favored by the Bank.

These proposals are summarized below and assessed against the criteria of
utility to staff members, equity, simplicity, and cost. Estimated annual ‘
cost increase/savings are given for each proposal, based on the probable

usage of the three options.

The Bank and Fund administrations are of the view that, whatever scheme
is adopted, it should be subject to review in the light of experience and
of changing airline practices.

The Bank and Fund administrations are also agreed that, irrespective
of the class of travel, the organizations will only meet the cost of home
travel by a reasonable cost-effective route betweer. the duty station and
the home country. For this purpose "reasonable” means: -

(a) avoiding stopovers in "high intermediate points” (cities
where the transit costs are high); and

(b) using the direct airfare for the class of travel concerned
as published by the majority of airlines.

If a staff member insists on a different routing or choice of airline, he
will be required to meet any resulting increase in cost.

Attachment

Administration Department, IMF

Compensation Department, IBRD
May 15, 1984



Home Lesve

Utility to
Staff Members

Equity

Simplicity of
Administration

Cost

Fund Proposal

One supplemcntary econoay
class ticket would be

given for every three

home leave trips tsken

in economy class (as
opposed to buginess class).
Scheme to be operated ae
points systea: 1 “point”
per economy class ticket
issued; 3 points may be
exchanged for one round-
trip ticket to home country
(0o home leave allowance,
travel allowances or

travel time without charge
to leave would be granted
with supplementary tickets).
Points transferable between
staff member and qualifying
family members, Points may
be accumulated and used by
qualifying family members
as desired.

(Points Systeam)

1. Eligibdle staff members and
qualifying family members would
each earn one supplementary afr-
ticket once every aix years:

in effect, this option would
sllow Fund/Bank paid travel home
once every 18 months,

2. Since points would be trana-
ferable, any qualifying family
member may use points as earned,
for emergency purposes (when not
covered by organizations'
emergency travel policies), sddi-
tional education travel, or any
other purpose.

3. All supplecentary travel would

be made in economy class, thus
allowing more flexibility inm

choice of flights, ability to
cancel or change reservatioos

wvithout penalty, than is available

with APEX or charter fares,

1, All eligible staff members
would have equal home leave
entitlements. No discrimination
between nationslities.

2. Scheme unaffected by uncer-
tainties of international air-
line marketing, Home travel
entitlements would remsin cons~-
tant over time,

3. The new benefil could only
be used to increase frequency of

travel to the home country. The

proposed option is consistent
with the purpose of the policy

and wmeets a perceived expatriate

need.

Additional sccounting
records required, but
points systenm no more
complicatad to establish
and maintain than systea
used for Spouse Travel
on Points, which has
worked satisfactorily.

Additional Annual
Cost

Fuaod: $130,000

Bank: $400,000

(3X of home leave
budget)

Cost variations by
Eountry or over
time would be borne
by the institutions.

€ 30 7 38eq
1T Juswyoeily

_66_
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Utilfity to
Staff Members

Equity

Simplicity of
Adeinistration

Cost

Bank Propossl (Cash Savings)

1f staff mcebers elect to l.
travel on home leave in
lexs than full economy
class (e.g., APEX or
charter), they would
receive a cash suam for 2.
the difference between
that fare and the full
economy clase fare
applicable at the time
of travel,

Creat flexibflity: the
cash sum allows staff members
to use savings as they wish,

In certain circumstances,
stsff members may be able to
use cash savings to travel home
more frequently than under Fund
proposal.

The scheme would take

full advantage of airline
deregulation. The savings
would be aplit between the
organization and the

staff member, the organi-
zation receiving the dif-
fereoce between the
business and economy

class fares, and the

staff meaber receiving

the remainder. The

cash sum to staff would
serve as an incentive

for them to elect this
cost-saving option.

1. Benefits of scheme would be
uneven, being dependent on availa-
bility of chesp fares to home leave
destination and the general state

of world travel market. At present,
staff members from Africa and Latin
Amcrics would generally be at dissd-
vantage over those from Europe and
Asia,

2. Sioce etaff members need not use
cash sum for additional travel, staff
menbers could generally make larger
savings the wore dist:_. their home
leave destinations (e.g., compare
Montreal and Sydney).

3. Even swong nationals of same country,
benefits wmay be unequal depending on time
of year staff member travels (e.g., high
or lov season, existence of tourist-sesson
charter flights).

4., Since advance planning usually needed
to take advantage of cheaper fares, staff
members with uncertain work schedules
would be at disadvantage.

5. The proviston of one benefit in place
of another—particularly the substitution
of cash--runs counter to the present
principles of Fund and Bank staff benefits
policy, which are based primarily on need
and equity.

6. The provision of what may be perceived
as cash benefits to non-U,S. Fund and Bank
staff may be perceived as inequitable by

the U.S. staff, and by the public at large.

In essence, a simpler systea
than the Fund proposalt no
need to maintain “points”
etc., Pull cost of travel
would be known and fncurred
at time of travel, HKowever,
certain difficulties are
likely to arise:

le 4n handling cases where
steff menbers, or mewbers of
their family, mins flights
and receive no refund froms.:
the airlins (or the airline
does not honor its commit-
ments);

2. 4n dealing with pressure
on managets to release staff
at certain times so that
they can take sdvantage of
cheap fares.

These problems could increase
both direct and indirect
(administrative) costs.,

Annual Cost
Savinge:

Fund: $240,000
Bank: $600,000
(5% of home leave
budget).

Cost variations
by countty or
over time would
be borne by the
staff meaber.

€ 3o ¢ =28eq

- 0% -
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