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Executive Summary

Civil Servant Medical Benefit Scheme (CSMBS) is one of state-provided
health insurance schemes covering all civil servants, retirees and their immediate
family. As an open-ended scheme which gives claimants unlimited claims on medical
services, the CSMBS posts a significant threat to long-term fiscal sustainability.
Noteworthy, expenditures of the CSMBS has increased nearly 20% annually for the
last five years.

There have been several attempts by the state to curb the growth of the
CSMBS. For instances, the switch from the fee-for-service payment scheme to the
DRGs payment scheme regarding in-patient payment, and the improvement in
information and database collection. However, these attempts proved inefficient as
expenditures of the CSMBS continue increasing uncontrollably. There are several
factors which make the control of the CSMBS nearly impossible. By default, an open-
ended scheme is open to opportunistic behaviors from both claimants and service
providers. Further, the introduction of the under-funded universal health insurance
scheme (UC) in 2002 exacerbates the problem leading to the cross-subsidy between

the two health insurance systems.

The methodology of this paper is of the qualitative approach. Questionnaires
and in-depth interviews are used for the analysis. For this, this paper can be
considered as a pioneering work. Basically, this paper assumes that the best solution is
the preferred solution by civil servants. This paper finds that civil servants notice the
need for improving the CSMBS. However, they would basically resist anything that
lessens their medical benefits as they consider such benefits as an implicit part of
employment contract. More flexibility of the system and private hospital’s

participation in the scheme are emphasized as the cores of improvement.

Regarding alternatives to the existing CSMBS, samplings express strong
opinions against the setting up of maximum limit on medical expenditure covered by
the scheme or strict access to the use of drugs. In addition, they show substantial
satisfaction if the government buys private health insurance on behalf of them.



Meanwhile, other alternative like the medi-save scheme is less welcome due to its
sophistication and potential administration burden.

This paper proposes that private-sector health insurance is the most interesting
alternative to the existing CSMBS. Under such scheme, the government could know
the exact amount to be allocated to the CSMBS each year which, in turn, helps diverse
fiscal risk to the private sector. In addition, claimants can still retain their rights to
choose preferred medical service providers including private-owned ones.
Nonetheless, if this option is to be implemented, some potential problems would have
to be addressed. First, normally private insurers do not insure those whose age is
above 60 years old. Second, private health insurance does not cover diseases found
before purchasing the insurance policy. The former implies that retirees and civil
servants’ parents would be excluded while the latter means that those with chronic
diseases would be partially unprotected by the scheme.
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