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When the Executive Board Committee on Administrative Policies sug-
gested an in-depth review of the Medical Benefits Plan in early 1982, the
latest data for the Plan showed a significant financial deterioration, and
this situation determined the focus of the subsequent paper (EB/CAP/83/6)
of the Administration Department (ADM). In the opinion of the Staff
Association Committee (SAC), the statistics used in the paper are rather
selective and potentially misleading (see Appendix I). They seem to be
an attempt to justify the cost containment measures which appeared to be
called for when the study was initiated, even though data for 1982--and
subsequently for 1983--show that the Plan's 1981 performance was not
indicative of a trend. We would consider more useful a comprehensive
review of the Plan in all its aspects, providing an estimate of the costs
or savings to be expected from each change proposed. This paper discusses
the major recommendations of the ADM paper and offers some suggestions.

1. The recommendations

Notwithstanding the paper's failure to substantiate the asserted
need for overall cost curtailment changes, it does bring to light some
apparent anomalies which should be corrected regardless of the financial
state of the Plan.

The SAC was appalled to learn that the Fund is using the staff's
contributions to the Medical Plan to defray the Fund's financial costs.
In our opinion, the payment of both Fund and staff contributions into a
trust fund, such as is done for the Pension Plan, is both necessary and
long overdue. Moreover, we believe that equity requires the Fund to make
an initial .contribution to such trust account equal to the estimated
interest payments foregone during the last five years, or to defray
future plan losses up to that amount. Also, it seems highly inequitable
to base pensioners' premia on their pension income, which may well be a
small fraction of their total income and which they can reduce by electing
to commute part of the pension. The recommendation to base premia on
final salary deserves full support, and we see no reason to qualify this
for staff with over 10 years of service.
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2. Suggestions

(a) Reduction of cross-subsidization

The Fund's Plan includes many. types of subsidization. Of course,
the essence of any insurance plan is to spread risk, but the nature.and
degree of subsidization:are open to modification. The possibility of
relating premia to the number of people covered and to the mean expected
cost of covering each person deserves further study. :

(v) Psychological Counseling

Considering the problems of cultural adjustment and a high-pressure
work environment that face staff members and their families, the coverage
of outpatient counseling should be improved as to its percentage (80 per-
cent instead of 70 percent), hourly rate ceiling (more than the current
$40), and lifetime limit (more than the current $30,000).

(¢) Investigation of alternative plans

A more comprehensive review of the Plan should have included details
of alternative plans, especially since very many staff members feel that
the total cost of medical coverage (premia, deductibles, exclusions, etc.)
is inordinately high. It might prove instructive, for example, to calcu-
late the premium costs of a plan which, with the present level of Fund
financial support, covered only major medical expenses exceeding, say,
$2,000 in a year. The savings in administrative .costs (and paper—pushing
bother to the staff member) might well make this an attractive low-cost
alternative.

If, on the other hand, it is deemed preferable to keep the Plan in
more or less its present form during the coming years of expected escala-
tion of medical costs, the Fund would do well to investigate the cost of
following the lead of major New York commercial banks in providing for 80
percent of the cost of their staff's medical care. Given that medical
care is so much more costly in the U.S. than in the home countries of
most staff, the SAC considers that the Fund should be at least as generous
in its medical care assistance as major employers in the duty station
country.

Consideration also should be given to broadening the scope of the
Plan's coverage. For example, coverage should be extended to medically-
prescribed nutritional supplements, as well as eyeglasses and hearing
aids for dependents. Also, the current limit for eyeglasses ($15) 1is
much too low.
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- 5= Appendix 1

The statistics

The statistics of the Plan's income (premia) and expenditure (claims)
show very erratic annual movements (Annex I to the ADM paper), implying
that data from different time periods can lead to very different conclu-
sions. The statistics presented in the text of the review paper show
costs outpacing revenues and increasing more rapidly than those of all
comparators. However, the statistics overstate the case; less pessimistic
conclusions result if different time periods are chosen. Also, compari-
sons. between trends in the Fund's Plan and other plans show very different
results if the same time periods are used for both sets of data, instead
of the different time periods used in the ADM paper. If 1976-1981 data
are used both for the Fund's Plan and for comparators, the Fund's Plan
shows slower growth of medical expenses than comparators, rather than the
faster growth suggested in Table 2 of the ADM paper. Table 3 shows that
the Medical Plan's premia rose on average by 13.9 percent per annum
during 1977-82 while claims grew by 18.3 percent. Again, the period
chosen leads to an unnecesarily pessimistic conclusion. The same calcu-
lation for the period 1976-82 shows exactly the opposite--that premium
growth (19.4 percent average) outpaced claim growth (16.5 percent).

This does not mean that medical costs are not a cause for concern; what
it does mean is that the statistical support for the contentions made in
the ADM paper is somewhat insubstantial and that the adoption of all
cost-cutting proposals is of less than the immediate urgency suggested in
the ADM paper. In fact, 1982 operations showed a surplus of over $200,000,
even 1f reserves had been kept at the desired 30 percent level--not the
$52,738 shown at the bottom of page 1 of the ADM paper—-and 1983 opera-
tions showed an operating surplus which we estimate at over $1,200,000.
We would, therefore, suggest that attention be given to collecting more
adequate data before proceeding with apparently arbitrary reductions in
medical coverage presently available to the staff.
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