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Angestellte

Aver age

C Unwei ghted average

C Weighted average

GLOSSARY OF TECHNI CAL TERMS

Context: Cerman federal civi
service. These staff ("public enpl oyees")
are wage earners and sal ari ed enpl oyees who
have enpl oyment contracts |argely deternined
by collective wage agreenents. They are not
appointed for |ife, and they pay
contributions to social insurance schenes,
such as pension and health insurance
schenes.

Context: United States federa
civil service/United Nations system sal ary
conparisons. A single nunber representing a
set of nunbers, conputed such that it is not
smal l er than the smallest or larger than the
| argest nunber in that set.

A simple arithnetic average of
all the nunbers in the set without regard to
their characteristics. Assumng that four
different agencies of the United States
Governnent report the follow ng data for
econoni sts at the grade equal to United
Nati ons P-4:

No. of Sal ary
Agency Staff (Thousands of doll ars)
A 50 70
B 5 65
C 4 75
D 10 60

the arithmetic or unwei ghted or equally
wei ght ed average is $67, 500.

In the above exanple, if the nunber of
enpl oyees receiving the salaries is to be
used as a factor in calculating the average,
then an average wei ghted by the nunbers in
the second colum can be determ ned as:

(70 x 50 + 65 x 5 + 75 x 4 + 60 x 10)/69, or
$68,478. In this exanple, the actua
nunmbers of staff receiving various salary

-Xii-



Base/fl oor salary scale

Beant e

Broad bandi ng

Common cl assification of
occupati onal groups (CCOG)

Conpar at or

anounts were used as weights. Sone other
mat hemati cal functions, such as the |og of
the nunbers of staff, could be used to
arrive at the | og-wei ghted average.

For staff in the Professional and
hi gher categories, a universally applicable
salary scale is used in conjunction with the
post adjustnent system The nini num net
anounts received by staff nenbers around the
worl d equal those shown in this scale,
call ed the base/fl oor salary scale.

Context: German federal civil service

These are "professional civil servants”
The professional civil service, as an
institution, is guaranteed by the Gernan
Basic Law. Its purpose is to ensure that
public responsibilities are carried out
reliably without outside, and in particul ar
political, influence. These staff have a
special obligation of loyalty to the

enpl oyer and the constitution; they also
have special rights such as life

appoi ntments and wel fare benefits which are
provided by the State to themand their
fam lies.

Reducti on of the overall nunber of
grade levels within wi der pay ranges
(bands) .

A set of definitions for individua
occupations covering jobs typically found in
the conmon system and a scherma for coding
each occupation

Sal ari es and ot her conditions of
enpl oynent of staff in the Professional and
hi gher categories are deternmined in
accordance with the Noblemaire principle by
reference to those applicable in the civi
service of the country with the highest-paid
levels. The United States federal civi
servi ce has been used as the conparator
since the inception of the United Nations.

-xiii-



Consol i dation of post adjustnent

Cost-of-1iving adjustnment/
differenti al

Dependency rate sal aries

Dom nance

Federal Enpl oyees' Pay
Conparability Act (FEPCA)

Fl enmi ng principle

The base/floor salary scale for the
Prof essi onal and hi gher categories is
adj usted periodically to reflect increases
in the conparator salary scale. This upward
adj ustnment is nade by taking a fixed anount
of post adjustnent and incorporating or
"consolidating” it in the base/fl oor salary
scale. If the scale is increased by
consolidating 5 per cent of post adjustnent,
the post adjustnment classifications at al
duty stations are then reduced by
5 per cent, thus ensuring, generally, no
| osses or gains to staff.

In net renuneration margin
cal cul ations, the renuneration of United
Nati ons officials in the Professional and
hi gher categories in New York is conpared
with their counterparts in the conparator
service in Washington, D.C. As part of that
comparison, the difference in cost of living
bet ween New York and Washington, D.C., is
applied to the conparator salaries to
determine their "real value" in New York.
The cost-of-living differential between New
York and Washington is also taken into
account in conparing pensionable
remunerati on anounts applicable to the two
groups of staff nentioned above.

Net salaries reflecting the all owance
for a primary dependant.

Context: average salaries. Wen the
average of a nunber of salaries is
significantly influenced by a particul ar
sal ary ampbunt the average is said to be
"dom nated" by that salary anmpunt.

The Federal Enpl oyees' Pay
Conparability Act (1990), passed by the
United States Congress, whereby the pay of
federal civil service enpl oyees would be
brought to within 5 per cent of private-
sector conparator pay over a period of tine.

The basis used for the determ nati on of
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General Schedul e

Grade equi val enci es

Goup | duty stations

Group of 18

Hi ghest-paid civil service

I ncome replacenment ratio

conditions of service of the General Service
and other locally recruited categories of
staff. Under the application of the

Fl emmi ng principle, CGeneral Service
conditions of enploynent are based on best
prevailing | ocal conditions.

A 15-grade salary scale in the
conparator civil service, covering the |arge
mej ority of staff nenbers.

A conparison of United Nations system
grades P-1 to D-2 with the correspondi ng
grades in the conparator service is carried
out by the Conmi ssion once every five years.

The results of those conparisons provide an
i ndi cation of the conparator grade(s) that
are equivalent in ternms of job content to a
particular United Nations grade.

Context: post adjustment system
Group | duty stations are locations in the
West ern European countries, the United
St ates, Canada, Japan, Hong Kong, the
Republic of Korea, Australia and French
Gui ana. All other duty stations are in
group |1.

The G oup of High-1evel

I nt ergovernnental Experts to Review the
Efficiency of the Administrative and

Fi nanci al Functioning of the United Nations,
established by the General Assenbly in 1985
The Goup submitted its report to the
Assenbly at its forty-first session

(A 417 49).

Under the application of the Noblemire
principle, salaries of United Nations staff
in the Professional and hi gher categories
are based on those of the highest-paid civi
service, currently the United States federa
civil service. For further details, see
" Conpar at or".

The rati o of pension to average net
sal ary received during the sane three-year
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Language fact or

Language incentive

Mobility and hardshi p al |l owance

Net remnuneration nmargin

Nobl ermai re principle

Qut - of - area i ndex

period used in the determ nation of the
pensi on benefit.

Adj ustnent nmade to the | ocal salary
scale for the CGeneral Service staff at a
gi ven headquarters location to account for
the fact that the | ocal |anguage is not a
wor ki ng | anguage of the United Nations
organi zation(s) and staff are required to
work in a | anguage other than the | ocal
| anguage.

For staff in the Professional and
hi gher categories. Measure designed to
pronote |inguistic balance in an
organi zation; takes the formof an
accel erated within-grade increnent.

A non- pensi onabl e al | owance designed to
encourage nobility between duty stations and
to conpensate for service at difficult
| ocati ons.

The Commi ssion regularly carries out
conmpari sons of the net renuneration of the
United Nations staff in grades P-1 through
D-2 in New York with that of the United
States federal civil service enployees in
conpar abl e positions in Washi ngton, D.C.
The average percentage difference in the
remuneration of the two civil services,
adjusted for the cost-of-living differenti al
bet ween New York and Washington, is the
"margin".

The basis used for the determ nation of
conditions of service of staff in the
Pr of essi onal and hi gher categories. Under
the application of the principle, salaries
of the Professional category are determ ned
by reference to those in the country with
the best-paid national civil service.

In arriving at the post adjustnent
relativities between New York (the base of
the system) and other duty stations,
separate account is taken of expenses
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Pay i ndex

Pensi onabl e renmuner ati on

Per f or mance managenment

Pl ace-t o- pl ace survey

Post adj ustnent cl assification

incurred by staff at their duty station and
al so those incurred outside the duty
station. The first group of expenditures is
terned the "in-area" conponent and is

adj ust ed between pl ace-to-place surveys by
|l ocal inflation and currency fluctuations.
The second group is ternmed the "out-of-area”
conponent and is adjusted by a gl oba

out -of -area index based on inflation in a
sel ected group of countries calculated in
terns of United States dollars.

An index indicating the anount of
remuneration (base salary plus post
adj ustnent) paid at a duty station as a
percentage of net base salary. |If the
multiplier at a duty station is 20, then the
pay index is 120. For a duty station where
only the net base salary is paid
(i.e. multiplier 0), the pay index is 100.

The anmpunt used as the basis for
effecting contributions fromthe staff
menber and the organi zation to the United
Nations Joint Staff Pension Fund (UNJSPF).
Pensi onabl e renmunerati on anounts are al so
used for the determ nation of pension
benefits of staff menbers upon retirenent.

A set of integrated neasures (including
organi zati onal design and the planning and
devel opnment of human resources) that serve
to achieve the goal of inproved overal
per f or mance.

Survey to conpare living costs between
a given location and the base city, at a
speci fied date.

Post adj ustnent classification is based
on the cost of living as reflected in the
respective post adjustnent index for each
duty station. The classification is
expressed in ternms of multiplier points.
Staff nmenbers at a duty station classified
at nultiplier 5 would receive a post
adj ust mrent anount equivalent to 5 per cent
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Post adj ust nent i ndex

Post adj ustnent nultiplier

Rental subsidy threshold

Scal i ng forward

Seni or Executive Service (SES)

Separ ati on paynents

Seventy-fifth percentile

of net base salary as a supplenment to base
pay. The pay index at this duty station
woul d be 100 + 5 or 105.

Measurenment of the living costs of
international staff nenbers in the
Prof essi onal and hi gher categories posted at
a given location, conpared with such costs
in New York at a specific date.

Post adjustnent nultipliers specify the
addi ti onal anopunts of renuneration above
base sal ary which may be payable to reflect
the post adjustnent classification for a
duty station. Miltipliers are specified in
ternms of individual points which are
equi val ent to percentage anounts of base
salary. Thus 5 nultiplier points equate to
5 per cent of base salary; 50 points to
50 per cent.

The rental subsidy threshold at a given
duty station is indicative of the average
rent taken into account in deternmning the
post adjustnent classification of the duty
station.

See annex Xl |

O ficials of the conparator service in
seni or managerial positions are covered by
provi sions known as the Seni or Executive
Servi ce schedul e.

Upon separation from service, staff may
recei ve conpensation for one or nore of the
followi ng: accunul ated annual | eave,
repatriation grant, ternmination indemity,
death grant.

Context: salary data used for
conpari sons. Under this nmethod, salaries
are ranked in the order of magnitude. A
salary figure which is higher than
75 per cent of the salaries and | ower than
25 per cent of the salaries is used for
conpari son purposes
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Single rate sal aries

Speci al index for pensioners

Speci al pay systens

Staff assessnent

Stratified sanple

Net sal aries deternined for staff
wi t hout a primary dependant.

Context: pension adjustnent system
In countries where upward adjustnments to
pensi ons are nmade in accordance with the
pensi on adj ustnment system a conparison is
made bet ween taxes on pensions and the
United Nations staff assessment rates. |If
the taxes on pensions are |ower than the
staff assessnent rates, the difference is
calculated in terns of a special index for
pensi oners. The actual upward adjustnent to
initial pensions is made after taking into
account the cost-of-living difference and
the special index for pensioners.

Under the salary systemfor the United
States federal civil service, staff of sone
federal agencies or in specific occupationa
groups may be paid according to pay scales
applicable to those agencies or occupations,
as appropriate. These pay scal es, known as
speci al pay systens, are used in cases of
denmonstrated recruitnment and retention
difficulties or to account for such other
factors as undesirability of the workpl ace,
etc.

Sal aries of United Nations staff from
all categories are expressed in gross and
net terns, the difference between the two
being the staff assessnent. Staff
assessnment is an internal United Nations
formof "taxation"™ and is anal ogous to taxes
on sal aries applicable in npbst countries.

For practical reasons, the behavioura
pattern of a large group cannot be studied
by reference to each individual nenber of
that group. |In such cases, the study is
often based on the behavioural pattern of a
smal | subgroup or a "sanple" as a proxy.
This is known as sanpling technique.
Stratified sanpling is a variation of this
approach, in which the group is first
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Suppl enent ary paynents

Time-to-tine adjustnment

United States Pay Agent

di vided into subgroups in such a way that
each subgroup has sinilar characteristics.

A sanpl e of these subgroups is then selected
on a random basi s.

A practice of some Menber States to
suppl ement the salaries of sone or all of
their nationals in the service of the United
Nati ons commpn system

Context: post adjustnment index. Post
adj ust ment indices resulting from
pl ace-to-pl ace surveys (see above) are
adjusted on a "tine-to-tinme" basis between
such surveys to account for inflation and
currency fluctuations.

A body (conprising the Secretary of
Labor, the Director of the Ofice of
Managenent and Budget and the Director of
the OFfice of Personnel Managenent) that
advi ses the President of the United States
on annual salary adjustnments of federa
civil service enpl oyees.
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LETTER OF TRANSM TTAL

5 Sept enmber 1995
Sir,

I have the honour to transmit herewith the twenty-first annual report of
the International Civil Service Commission, prepared in accordance with
article 17 of its statute.

I should be grateful if you would subnmit this report to the General
Assenbly and, as provided in article 17 of the statute, also transmit it to the
governi ng organs of the other organizations participating in the work of the
Conmi ssion, through their executive heads, and to staff representatives.

I avail nyself of this opportunity to renew to you, Sir, the assurances of
my hi ghest consi derati on.

(Signed) M BEL HADJ AMOR
Chai r man
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Hi s Excell ency M. Boutros Boutros-Chali
Secretary-Ceneral of the United Nations
New Yor k
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SUMVARY OF RECOMMVENDATI ONS THAT CALL FOR DECI SI ONS

Par agr aph
ref erence

89 (b) 1,

172 (by(iii) 2.

268 3.

BY THE GENERAL ASSEMBLY

Remuneration of the Professional and
hi gher categories

The Commi ssion decided to report that the General Assenbly
may w sh to consider reconfirm ng the continued
applicability of the Noblemaire principle based upon

(a) the use of periodic checks to determ ne the highest-paid
civil service; and (b) the use of a margin range that is
appropriate in relation to the value of expatriate benefits.

The Commi ssion decided to report that, in view of the
request of the General Assenbly to exanmine all aspects of
the application of the Noblemaire principle, with a viewto
ensuring the continued conpetitiveness of United Nations
comon system renuneration, the superior conditions of the
German civil service vis-a-vis those of the United States
federal civil service could be considered as a reference
poi nt for nmargi n managenent.

The Commi ssion decided to recommend to the General Assenbly
that:

(a) The 115 desirable mid-point of the United
Nations/ United States net renuneration should be restored in
1996;

(b) The net remuneration increase required to restore
the mid-point should be attained by:

(i) Application of the base/floor salary scale shown
in annex X without consolidation of post
adjustment with effect from1l March 1996

(ii) A scaling forward of all post adjustnent indices
as of 1 July 1996 by 5.1 per cent;

(c) The results of the study to identify the best-paid
national civil service and of the reference studies with
regard to other international organizations should be
reviewed by the General Assenbly to determ ne which of the
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Par agr aph

reference

319

di verse views expressed in the Conmmission with regard to the
need for further inprovenents in conpetitiveness, such as
use of an expanded margi n range, m ght reasonably be

support ed.

In the context of the nmethodol ogy to inplenent the request
of the General Assenbly in resolution 48/224, part 11,
section G that the Conm ssion ensure that place-to-place
surveys conducted for all headquarters duty stations were
fully representative of the cost of living of all staff
wor ki ng at the duty station, the Conm ssion seeks the
General Assenbly's guidance as regards the foll ow ng
alternative approaches on the basis of the concl usions
outlined under paragraph 319 (a) to (f):

(a) To establish a single post adjustnment index for
Ceneva based on the pricing surveys conducted where staff
were actually living (i.e., inthe City of Geneva, elsewhere
in the Canton of Geneva or in the Canton of Vaud and in
contiguous France), weighting those data, as was done in
respect of New York City or other headquarters duty
stations;

(b) To establish two post adjustnent indices in
respect of persons working in Geneva: (i) one for those
residing in Geneva or el sewhere in Switzerland and
(ii) another for those residing in France.
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SUMVARY COF RECOMMVENDATI ONS TO THE EXECUTI VE HEADS
OF THE PARTI Cl PATI NG ORGANI ZATI ONS

Remuner ati on of the General Service and ot her
locally recruited categories

As part of its responsibilities under article 12, paragraph 1, of the |ICSC
statute, the Conm ssion conducted surveys of best prevailing conditions of
enpl oynment for:

(a) The Ceneral Service, Trades and Crafts, Security Service, Language
Teachers and Public Information Assistants categories in New York and
recommended sal ary scal es and rates of dependency all owances resulting from
these surveys to the Secretary-Ceneral of the United Nations;

(b) The General Service staff of all organizations of the United Nations
comon system at CGeneva, as well as the |anguage teaching staff of the United
Nations and recommended the resulting salary scale and rates of dependency
al | owances to the Secretary-General in his capacity as the executive head of the
| ead organi zati ons;

(c) The General Service and related categories at Rone and recomrended the

resulting salary scale and rates of dependency allowances to the Director-
General of the Food and Agricultural Organization of the United Nations.
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Par agr aph

ref erence

267

279

SUMMARY OF FI NANCI AL | MPLI CATI ONS OF THE COW SSI ON' S
DECI SI ONS AND | TS RECOMMENDATI ONS FOR THE UNI TED

NATI ONS AND PARTI ClI PATI NG ORGANI ZATI ONS

(for all sources of funds)

Renunerati on of the Professional and hi gher categories

Restoration of the net renmuneration nmargin at the m d-point
of the margi n range

The financial inplications of the Conmm ssion's
recommendati ons that the 115 desirable m d-point of the
United Nations/United States net renuneration should be
restored in 1996 by (a) application of the base/floor salary
scal e shown in annex X without consolidation of post
adjustnment with effect from1 March 1996 and (b) a scaling
forward of all post adjustnent indices as of 1 July 1996 by
5.1 per cent, are estimated at $154.9 million per annum As
a result of the inplenentation of the base/floor salary scale
in annex X, additional expenditures associated with the

el enments |isted under paragraph 267 (a) (ii) to (v) would

al so be incurred. The financial inplications associated with
these el enents are estimated at $2.527 mllion per annum
Thus the total financial inplications of the Conm ssion's
recommendat i ons under paragraph 268 (a) and (b) are estinmated
at $157.4 million per annum As the base/floor salary scale
and the increase of 5.1 per cent through the post adjustnent
system are recommended for inplenmentation effective 1 March
and 1 July 1996, respectively, the estimated financi al
inmplications for 1996 would be $103.6 million

Treatnent of pension contribution in place-to-place and
tinme-to-tine adjustnents of the post adjustnent indices

As a result of the Conm ssion's decision to use actua

pension contributions in tinme-to-tinme adjustnments of the post
adj ustment index with effect from 1l Novenber 1995, the slight
underestimation of post adjustnent indices at all duty
stations and the associ ated under-expendi ture on post

adj ustment on the part of the Menber States, estinmated at
some $4 mllion for each year on a cunulative basis, would
cease. This corrective action was estinmated at approxi mately
$17 million for the year 1995/96 and at $3.6 nmillion per
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293

annum t hereafter.

Qut - of -area conponent for group | duty stations

As a result of the Commission's decision to use the actua
out-of-area weights in post adjustnent index cal culations for
all group | duty stations, savings ampunting to approximtely
$10 million per year would accrue to Menber States after

July 1996.
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Par agr aph

reference

339

341/ 342

345

Remuner ati on of the General Service and ot her
locally recruited categories

Surveys of best prevailing conditions of enpl oynent for the
General Service and rel ated categories at New York

The financial inplications associated with the inplenentation
of the salary scales for the General Service, Public

I nformati on Assistants and Language Teachers as well as the
revised rates of dependency all owances for all locally
recruited categories of staff in New York arising fromthe
surveys conducted by the Commr ssion are estinmated at

$4.5 million per annum As a result of the inplenentation of
the scales resulting fromthe surveys for the Trades and
Crafts and the Security Service categories, some reduction in
expenditure may be expected in the future. However, the
exact ampunt of those reductions cannot be estinmated.

Surveys of best prevailing conditions of enpl oynent for the
General Service staff of all organizations and the | anguage
teaching staff of the United Nations at CGeneva

The salary scales resulting fromthe surveys of best
prevailing conditions of enploynent carried out by the

Commi ssion for the above-nentioned categories of staff were
7.4 and 1.3 per cent below the current scales in effect since
1 January 1994 for the General Service and the | anguage
teaching staff of the United Nations, respectively. As a
result, significant reduction in expenditures may be expected
in the future. However, the precise estimate of future
reduction in expenditures cannot be provided as this wll
depend on the procedure used for the inplenentation of the
recommended scales as well as the effective date.

Surveys of best prevailing conditions of enpl oynent for the
General Service and related categories in Rone

As part of its consideration of the above-nentioned survey,
the Conmi ssion decided that the adjustnent for the |anguage
factor in the Ronme General Service salaries should be phased
out over a period of tine. Wth the conpl ete phasing out of
the adjustnment for this factor as of 1 Novenber 1996,
reductions in expenditures anopunting to some $3.3 mllion per
annum are anti ci pat ed.
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Chapter |

ORGANI ZATI ONAL MATTERS

A. Acceptance of the statute

1. Article 1 of the statute of the International Civil Service Conm ssion
(1CSC), approved by the General Assenbly in its resolution 3357 (XXl X) of
18 Decenber 1974, provides that:

"The Commi ssion shall performits functions in respect of the United
Nati ons and of those specialized agencies and other internationa

organi zati ons which participate in the United Nations commpn system and
whi ch accept the present statute ..."

2. To date 12 organi zati ons have accepted the statute of the Conm ssion and,
together with the United Nations itself, participate in the United Nations
comon system of salaries and all owances. Two other organi zations, although not
having formally accepted the statute, have participated fully in the
Conmi ssi on' s worKk.

B. Menbership

3. At its forty-ninth session, by its decision 49/313 of 14 Novenber 1994, the
General Assenbly reappointed the following five nenbers of the Conmission to
four-year ternms of office comrencing 1 January 1995: M. Mhsen Bel Hadj Anor
(Tunisia), Ms. Turkia Daddah (Mauritania), M. André Xavier Pirson (Belgium,
M. Jaroslav Ri ha (Czech Republic) and M. Carlos S. Vegega (Argentina).

4. The menbership of the Conmi ssion for 1995 is as foll ows:

Mohsen Bel Hadj Anor (Tunisia)*** (Chairnman)
Mario Bettati (France)**

Al exander V. Chepourin (Russian Federation)*
Turki a Daddah (Mauritania)***

Humayun Kabir (Bangl adesh)*

Lucretia Myers (United States of Anmerica)**

Ant oni o Fonseca Pinentel (Brazil)**

Andr é Xavier Pirson (Bel giunm***

Jaroslav Riha (Czech Republic)***

Ernest Rusita (Uganda)*

M ssoum Shih (Al geria)*

Al exi s St ephanou (Greece)**

Ku Tashiro (Japan)**

Carlos S. Vegega (Argentina)*** (Vice-Chairman)

()

$3535353§55353%
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M. Mario Yango (Philippines)*

* Term of office expires 31 Decenber 1996.
** Term of office expires 31 Decenber 1997.
e Term of office expires 31 Decenmber 1998.

C. Sessions held by the Commi ssi on and questi ons examn ned

5. The Conmi ssion held two sessions in 1995: the forty-first, which took
place from1l to 19 May at the headquarters of the International Civil Aviation
Organi zation (I CAO in Mntreal, and the forty-second, which took place from
24 July to 14 August at United Nations Headquarters in New York.

6. At those sessions, the Comm ssion exam ned issues that derived from

deci sions and resolutions of the General Assenbly as well as fromits own
statute. A nunber of decisions and resol utions adopted by the Assenbly that
required action or consideration by the Conm ssion are discussed in the present
report.

D. Subsidiary body

7. The Commi ssion's Advisory Conmittee on Post Adjustment Questions (ACPAQ
held its nineteenth session at United Nations Headquarters in New York from
13 to 20 March 1995. It consisted of the foll owi ng nenbers:

M. Carlos S. Vegega (Argentina), Vice-Chairnman of the Conmmi ssion and Chairnman
of the Commttee; M. Emmanuel Oi Boateng (Chana); M. Youri |vanov (Russian
Federation); M. Yuki Mura (Japan); M. Hugues Picard (France); and

M. Rafael Trigueros Mejia (Costa Rica).

E. Staff participation

8. Under rule 37 of the Conmission's rules of procedure, representatives of
the Federation of International Civil Servants' Associations (FICSA) and the

Coordinating Conmttee for International Staff Unions and Associ ations of the
United Nations System (CCl SUA) may attend neetings and may address the

Conmi ssion on any matters on its agenda.

9. FI CSA wi t hdrew fromthe Commi ssion following the Conm ssion's fortieth
(sunmmer 1994) session. At the beginning of the forty-second (sumrer 1995)
session, CClISUA informed the Conmission that its continuing participation in the
wor k of | CSC woul d depend on the outconme of three itens: the consultative
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process; renuneration of the Professional and higher categories; and the salary
survey met hodol ogy for staff in the General Service and rel ated categories.
However, during the course of the latter session, on 7 August 1995, the

Vi ce-President of CClISUA informed the Conmi ssion that CClI SUA had decided not to
continue its participation in the Comm ssion's deliberations at that session
follow ng the decisions taken by the Conm ssion on the first two itens referred
to above. As for the third item CCI SUA was certain that the results of the
sal ary surveys conducted without the participation of staff, who contested the
met hodol ogy, woul d be considered valid. Subsequent to that announcenent, which
is sunmarized in annex | to the present report, CClSUA was present only during
the di scussions on post adjustnent.



Chapter 11
ACTI ON TAKEN | N RELATI ON TO RESOLUTI ONS AND DECI SI ONS OF

THE GENERAL ASSEMBLY AND THE LEG SLATI VE/ GOVERNI NG
BODI ES OF OTHER ORGANI ZATI ONS

A.  General Assenbly resolution 48/ 224 of 28 Decenber 1993

10. The Conmi ssion's consideration of the Assenbly's request in section Il.G of
the resolution to ensure that place-to-place surveys conducted for al
headquarters duty stations were fully representative of the cost of living of
all staff working in the duty station is reported in paragraphs 298 to 319

bel ow.

B. General Assenbly resolution 49/223 of 23 Decenber 1994

11. The Conmi ssion took action on the following matters addressed in Cenera
Assenbly resol ution 49/223:

(a) Section Il. The Conm ssion's consideration of, and decisions in
response to, the Assenmbly's request to review with all urgency how the
consul tative process of the Comm ssion can best be furthered is reported in
par agraphs 13 to 56 bel ow

(b) Section Ill.A The Assenbly, recalling its resolution 47/216
section Il.C, requested ICSC to proceed with all urgency with its study of al
aspects of the application of the Noblenaire principle and all other rel ated
st udi es which were outstanding; the Commission's consideration of this itemis
reported in paragraphs 57 to 268 below. The Assenbly al so took note of the
Conmi ssion's decision to proceed to a phase Il study of the national civi
services of Germany and Switzerland in the context of determining the highest-
paid national civil service; the Commission's consideration of this itemis
reported in paragraphs 122 to 172 bel ow

(c) Section Il1.B. The Assenbly recalled its resolution 46/ 191 A,
section | X, resolution 47/216, section |Il.G and resolution 48/224,
section I1.B, in which it had respectively requested the Conmi ssion to keep
under review the structure of the salary scale at all levels of the Professiona
and hi gher categories, taking into account, inter alia, the overall |evel of the

margi n as established by the Assenbly and the inbal ance between the nargin

|l evels for different Professional grade |evels and also requested the Conmi ssion
to address the inbalance in the United Nations/United States renuneration ratio
in the context of overall margin considerations. The Commi ssion's consideration
thereof is reported in paragraphs 198 to 223 bel ow,



(d) Section IV.A. The Assenbly requested ICSC to proceed with the current
round of General Service salary surveys at headquarters duty stations and, in
its review of the General Service salary survey nmethodol ogy, to consult fully
with all parties concerned, including the staff representatives. The
Conmmi ssion's consideration of this itemis reported in paragraphs 325 to 335
bel ow.

C. Resolutions and deci sions adopted by the | egislative/governing
bodi es of other organizations

12. Information was provided to the Conmi ssion on actions taken by the
governi ng bodi es of organizations other than the United Nations on matters
relevant to the programe of work of the Conmi ssion

D. Consultative process of the Conmi ssion

13. At its forty-ninth session (1994), the General Assenbly, in section Il
paragraph 5, of its resolution 49/223, requested the staff bodies, the

organi zations and ICSC "to review with all urgency how the consultative process
of the Comm ssion can best be furthered and to report thereon to the Cenera
Assenbl y". Three previous requests fromthe Assenbly (1987-1989) relating to
the functioning of 1CSC had led to a nunber of refornms and inprovenents ai ned at
i ncreasing the transparency of the Comni ssion's deliberations and reports. A
sunmary of the Conm ssion's considerations to date of its functioning and
wor ki ng nethods is contained in annex Il to the present report.

14. The Commi ssion took up the nost recent General Assenbly request at both its
forty-first and its forty-second sessions. As a neans of furthering the
consultative process, it exanmined a series of recomendati ons designed to
enhance effectiveness presented by the | CSC secretariat, the Consultative
Committee on Adninistrative Questions (CCAQ and the staff representatives. It
al so | ooked at structural alternatives put forward by the interlocutors.

15. At the forty-first session, in a departure fromthe usual working nethods
of 1CSC, members attended an informal neeting organi zed by CCAQ which was al so
attended by FICSA and CCI SUA. That arrangenent enabled the interlocutors to
express their ideas in a prelimnary manner in a less formal setting and
facilitated the attendance of FICSA, which had suspended its participation in
the Conmission following the fortieth session. At the forty-second session

FI CSA declined a simlar invitation by the ICSC Chairman to attend an i nfornal
nmeeting to explore ways in which the consultative process could be furthered.

16. In the interval between the two | CSC sessions, in June 1995, CCAQ held a
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speci al neeting of senior CCAQ adm nistrators which dealt, inter alia, with the
consul tative process. The ICSC Chairman had received an invitation to
participate in a one-hour exchange of views with the neeting participants, but
it had been concluded that that would not allow for a neani ngful discussion of
the issues. He therefore had not attended the neeting, indicating that |CSC
woul d have preferred to have been nmore fully and openly associated with the
review of issues that directly affected the Comm ssion

17. Several proposals to inprove the effectiveness of the functioning of the
Commi ssion were put forward by the | CSC secretariat, CCAQ and staff
representatives. Those proposals that were endorsed by the Comnr ssion are dealt
with in paragraphs 37 to 50 bel ow.

Vi ews expressed by the organizations

18. The Chairman of CCAQ informed | CSC that CCAQ had carried out an in-depth
review and cone forward with a series of ideas and proposals for change. They
were designed (a) to make 1 CSC a responsive and cost-effective entity and (b) to
limt the criticismthat 1 CSC was increasingly acting in response to the Genera
Assenbly to the exclusion of other governing bodies or other consultative
partners. Those proposal s had been endorsed at the June neeting of senior CCAQ
adm ni strators and subsequently by the executive heads. The matter would be
further pursued with the Admi nistrative Conmttee on Coordination (ACC) at its
second regul ar session later in 1995. CCAQ anticipated that ACC woul d request
the General Assenbly to take action on the structural aspects of the functioning
of the Conmi ssion

19. Three alternatives for structural reform had been considered at the neeting
of senior adm nistrators; each of them was designed to enhance the tripartite
nature of ICSC. The alternatives were: (a) the creation of a tripartite body
made up of nenbers appointed by each of the three consultative partners - Menber
St ates, executive heads and staff; (b) within the terns of article 4 of the I CSC
statute, the revision of the selection process so as to provide for noninations
for a defined nunber of seats directly fromthe executive heads (three) and
staff bodies (two); and (c) also within the terns of article 4, the creation of
a tripartite search nechanismfor the early identification and screening of al
candi dates nmeeting a predeterm ned profile. Under the latter two alternatives,
menbers of the Conm ssion would continue to be appointed by the Genera

Assenmbly, as was the current practice.

20. CCAQ considered that there was a crisis of confidence with the Conm ssion
ACC needed to engage nore actively in the selection of Comn ssion nmenbers and
to ensure the appointnent of nenbers who had the qualifications to bring
state-of-the-art personnel managenent concerns into the Commi ssion. CCAQ
considered that the ternms of appointnment of nmenbers of the Commi ssion should be
limted to two four-year terns. The ternms of the full-tinme nenbers, i.e., the
Chai rman and the Vice-Chairman, should be restricted to one four-year term
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after which they could serve as nenbers for a second four-year term G ven the
mandate of |1 CSC and the delicate nature of its consultative arrangenments, it was
essential to de-link the election process for ICSC fromthat of other subsidiary
bodi es of the General Assenbly; standard el ectoral arrangenents were not
appropriate. Geater consultation with all interested partners was cruci al

21. Regardl ess of which structural alternative was preferred, CCAQ believed
that the current arrangenents relating to the nonination and appoi nt nent of
expert bodies to provide technical advice to the Conm ssion should al so be
revised. CCAQ favoured the establishnment of a second technical advisory body in
addition to the Advisory Comrittee on Post Adjustnent Questions, to be nmade up
of highly qualified specialists in human resources managenent. The enphasis
woul d be on obtaining the services of experts of the very highest technica
excel | ence.

Views of the staff representatives

22. At the forty-first session, during the informal neeting referred to above,
the General Secretary of FICSA grouped the Federation's views as to the causes
of the current inpasse and possi bl e renedi es under five points: (a) a
description of the problem (b) the historical perspective; (c) nmjor weaknesses
in the current consultation process; (d) the feasibility of collective

bar gai ning; and (e) a conprom se/interim proposal for the better functioning of

I CSC that envisaged a tripartite Comm ssion structured along the |ines of the
United Nations Joint Staff Pension Board (UNJSPB).

23. FICSA saw the problemas the failure of the commopn systemto inplenment the
I nternational Labour Organization (ILO conventions on freedom of association
and col | ective bargai ning and provide for the establishnment of negotiating
bodies. In 1979, FICSA had adopted a resolution on collective bargaining,
providing for direct negotiations between enpl oyers and enpl oyees. FICSA

consi dered that the weaknesses in the current consultative process were inherent
in the Cormmission's statute and stemed, inter alia, fromthe fact that | CSC
reported only to the General Assenbly and not to the | egislative bodies of the
ot her organizations. It was FICSA's view that a handful of Conmi ssion nmenbers
followed the political agenda of the CGeneral Assenbly, thereby politicizing

| CSC. Lastly, FICSA considered that the Conmi ssion was too costly and cited in
that regard the legal costs involved in appealing | CSC decisions in the

adm ni strative tribunals of the system

24. The President of CCl SUA said that CCI SUA considered that the Conm ssion had

abdicated its statutory role as a technical body. At the tinme of ICSC s

establishment, it had been felt that an independent and inpartial body was
needed to act as a buffer between the staff and organi zati ons and Menber States.
Subsequently, as financial constraints becanme increasingly pressing, the

Conmi ssi on had becone increasingly politicized. This was at odds with the

original intent of the statute and nade a nockery of the consultative process.
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The Commission's role was to give technical advice and | eave politica
(financial) decisions to the General Assenbly. Problens with overal
remuneration levels were only a synptom of where the system had gone wrong.
There were nuch deeper problens that went to the heart of the functioning of the
Conmmi ssion. CCI SUA believed that the only way to i nprove the current situation
was for the process to be opened up to general scrutiny. This would provide for
a measure of transparency that was currently | acking.

25. The proliferation of increasingly conplex issues gave the secretariat of
the Conmi ssion enornous weight in the consultative process. Mre attention
shoul d have been paid in past reviews to the influence exerted by the
secretariat on the entire process. Wiatever was nmissing or flawed in the
secretariat's technical analyses remained in npst cases unrectified. Late
subni ssi on of docunentation prevented an in-depth analysis of the issues
concerned by all the parties. Crucial points were often dealt with in one
sentence that was neaningless to the |ay person and often hid a najor aspect of
the question invol ved.

26. CCI SUA believed that | onger-term changes needed to be inplenented to nake a
substantive difference. They included: (a) a certain proportion of nenbers of
the Conmi ssion should be el ected by organizations and staff; (b) the Chairman
and the Vice-Chairnan shoul d be el ected by Conmi ssion nenbers on a rotating
basis; (c) a certain proportion of |ICSC nmenbers should cone fromthe statistica
offices of their respective countries; (d) elections to I CSC should be separated
fromthose to other bodies; (e) the establishment of a tripartite body should be
seriously considered.

27. CClI SUA expressed di sappointnment with the secretariat's proposals at the
forty-second session which, inits view, focused on howto inprove the process
rather than its consultative aspects. Regrettably, no attenpt had been nade in
the secretariat's document to address nost of the issues raised at the previous
session by the interlocutors. In this connection, CClISUA did not wel cone the
proposal related to the length and timng of sessions, which in CCI SUA' s view
had Iittle nerit. CCISUA was not convinced that hol ding one substantive session
instead of two would further the consultative process. The CCl SUA President
doubted that the change proposed woul d give the secretariat enough tine to carry
out consultations with organizations and staff and to submit docunments well in
advance of the session, which was the rational e behind the proposal. Under
current arrangenents, there was an interval of at |east seven nonths between
sessions; yet there had never been any consultations with the staff and
docunents al ways appeared at the last mnute. She also stressed that
preparation and adoption of a sessional report after the session was over was
very dangerous. CCl SUA had had problenms with reports even when they were
adopted during a session. The arrangenent proposed woul d exacerbate this
situation.

Consi deration by the Comm ssion




28. I1CSC recalled at the outset that the current review was but the latest in a
series of reviews of its processes and working nmethods that had been ongoing
nmore or |ess since 1987.

29. It was noted that the ideas and proposals presented by the organizations
and staff fell broadly into two categories: changes in the structure of |CSC
and procedural neasures designed to inprove effectiveness. The Conm ssion's
interpretation of the General Assenbly's request, which referred to the

consul tative process "of the Commr ssion”, was that it had been made with the
current structure and framework in mnd. The proposals for structural change
advanced by CCAQ and the staff bodi es went beyond the current | CSC mandate. The
Conmi ssion none the | ess considered that, based on the know edge of its own
wor ki ng net hods and experience, it should apprise the Assenbly of its views on
those structural proposals; noreover, it would not wish its silence thereon to
be mi sconstrued.

30. The Commission prefaced its remarks on the structural alternatives with
some comments on its alleged politicization. |ICSC did not at all accept that it
was behol den to the General Assenmbly. Wiile its interlocutors considered the
Conmi ssion politicized, others, including the nmenbers, considered ICSC to be an
unbi ased body of technical experts. Since |CSC nenbers were the only neutra
parties, having no vested interest or constituency, it was difficult to see how
such arrangenents woul d decrease the alleged politicization of the process.

Rat her, the reverse appeared likely. In the Commission's view, such allegations
tended to be linked to the outconme of a particular question and the position of
the various parties with regard to that outcone. That was perhaps at the origin
of the term"crisis of confidence" used by CCAQ which nmenbers felt was too
strong. The Conmi ssion was eager to restore the dialogue and had tried twice,
unsuccessfully, to involve FICSA in discussions on furthering the consultative
process.

31. The Commission recalled the historical context in which | CSC had been
established. The concept of an international civil service conm ssion had been
approved by the General Assenbly as far back as 1945, at the first session, but
had not been put into effect at that tinme. Instead the International Civi

Servi ce Advisory Board (I CSAB) had been set up in 1948 and for 25 years had

pl ayed an inportant part in advising ACC on the devel opnent of principles and
standards in personnel matters. By the early 1970s, the international public
service had grown to dinensions that had been uni nagi nable 30 years earlier,
requiring a body, independent of Menber States, administrations and staff to
regul ate and coordinate the conditions of service of the United Nations conmon
system and to provide technical advice on conplex personnel matters. Wen | CSC
was created, the approach of interested parties participating in and
contributing to the work of a body of independent experts had been considered

i nnovative and hopes had run high. By 1975, when ICSC started its work,
personnel matters had al ready become highly politicized in some of the
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organi zations. Sone of the problens facing the newy established body had been
awai ting a satisfactory solution for years; others arose on a daily basis as a
result of political, econonmic and social changes in the world.

32. Since the Commi ssion had been the object of many, and sonetines

contradi ctory expectations, it was hardly surprising that not all expectations
had been nmet. The Conmission's mandate, the first of its kind in the United
Nations system enbraced the whole of the system [ICSC s role, which it had
endeavoured to carry out to the best of its ability, remained valid. 1In the
light of criticism the Conmission believed it useful to recall sone concrete
achi evenments in the two decades of its existence; they included the nmintenance
of the post adjustnent systemand its operation, the establishnent of

met hodol ogi es for determ ning various conditions of service, the establishnent
of job classification standards and the hardship classification schene, to cite
but a few exanples. It was also recalled that, in 1989-1990, the Conmm ssion had
conducted a conprehensive review of the conditions of service of staff in the
Pr of essi onal and hi gher categori es.

33. The above notwithstanding, the Commi ssion stressed that, without yielding
to pressure fromany quarter, it remmined open to constructive criticism The
numer ous changes it had already nade as a result of past reviews of its working
met hods showed that it was not wedded to the status quo. |CSC was not only
anenabl e to change, it was prepared to | ead the process.

Proposed structural alternatives

34. The Conmmission's interpretation of the General Assenbly's request was that
it sought change within the franework of the existing statute. The proposals
for structural changes would all, in one way or another, change that conceptua
under pi nning. The Conm ssion considered that the first two structura
alternatives proposed by CCAQ woul d fundanentally alter the nature of the

Conmi ssion. In fact, ICSC would cease to exist inits current formor
conception and would be transformed into a negotiating body representing
interest groups, thereby losing its independence, objectivity and inpartiality.
A structure in which business was conducted through negotiations was for

enpl oyers and enpl oyees; the Commi ssion was not an enployer. |1CSC had been
created not to enter into negotiations, but to take decisions and nake
recommendati ons on a technical basis. It was therefore inportant that the
menbers remain i ndependent of their own Covernnents, of the organizations and of
the staff. It was al so doubtful whether a Pension Board-type tripartite
arrangenent, as proposed by FICSA, lent itself to the consideration of the kinds
of items dealt with by ICSC. The Comm ssion was not at all convinced that the
structural changes proposed would neet the stated objective of furthering the
consultative process. It was thus for the General Assenbly to decide the
matter.

35. Regarding the third option put forward by CCAQ (calling for a predeterm ned
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profile of nenbers), the Commi ssion considered that article 3 of the statute

al ready adequately defined the qualifications required of nmenbers: conpetence,
effectiveness and i ndependence. Mking the definition nore specific mght risk
elimnating highly conpetent individuals with broad skills profiles, and with
them t he useful experience they brought to bear. |1CSC had benefited over the
years from a bal ance between generalists and specialists. Also, a search
mechani sm of that kind could be construed as interference in the sovereign right
of Menber States to select their own candi dates.

36. Wth respect to the tenure of nenbers, the Conmi ssion considered that, even
with multiple terns, they were unlikely to match the experience of the
interlocutors, many of whom had 20 or nobre years in the system [|nposing term
limtations on I CSC nenbers within the proposed tripartite structure would have
the cunul ative effect of marginalizing the "I CSC conponent"” and would further
tilt the balance in an already uneven playing field. It was pointed out that,
under existing arrangenents, |CSC nenbers had the di sadvantage of not being
exposed to i ssues on an ongoing basis. A learning curve of approximtely one
termwas required to famliarize menbers with the nunmerous technical and conpl ex
issues with which ICSC had to deal. While that tinme could perhaps be shortened
by nore orientation briefings for new nenbers, it was not by limting nenbers to
a tenure of eight years that experience was enriched; that was a contradiction
in the CCAQ proposal. The Commission considered that it was for that very
reason that the General Assenbly had not set termlimts. Again, it would be
for the Assenbly to decide this matter.

Measures to i nprove effectiveness

37. The Conm ssion then exam ned the neasures to inprove effectiveness, noting
that they conpl enented those that had been introduced since 1987. It considered
that the proposals could do nuch to pronpte transparency, openness and a nore
participatory atnosphere in the proceedings as well as nore orderly agenda
managenent. In a tine of rapid change, reformand restructuring, it was

i nportant that the commopn system not be | eft behind in the process; it should be
i nnovati ve and forward-| ooking.

38. Transparency. The Conm ssion reaffirmed the need to continue to ensure the
transparency of its working nmethods. It recalled that it had all but elininated
its executive (i.e., closed) sessions in 1989 and that, for the past six years,
all matters had been discussed and all decisions taken in the presence of the
interlocutors. The Commission reiterated its 1989 decision and wi shed the
record to reflect that all deliberations, including decision-naking, would take
pl ace in open sessions, it being understood that (a) the right to hold executive
sessions renmained in the statute and (b) final decisions rested with the
Commission. In a further bid to i nprove transparency, |ICSC agreed to ensure
that, in keeping with its 1989 decision, draft decisions would be nade avail able
simultaneously and in a tinely manner to all parties.
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39. Agenda managenent. This was an issue seen as key to enhancing the

consul tative process. The establishment of a steering/consultative committee,
conposed of the I CSC secretariat, nenbers of the organi zations and of the staff,
to advise on the agenda had been approved by the Conmi ssion. It was reaffirnmed
that agendas should be focused, limted to major issues and prioritized. A
consultative conmttee nmet during the forty-second session and nmde
recommendations to the Comm ssion on the agenda for 1996. The Conm ssion noted
that the agendas proposed as a result of those discussions, which sought to

bal ance the concerns and priorities of the various parties, would stretch the
capacity of the ICSC secretariat to the limt. The agendas for 1996 approved by
the Conmission may be found in annex IlIl to the present report.

40. Core commpon system | CSC saw the organi zati ons' proposal on a definition
of "core" common system concerns as potentially useful. The Commi ssion noted
that the matter would be taken up in the presence of the ICSC secretariat and
the representatives of the staff at a resuned CCAQ session to be held in

Sept enber 1995. The outcone of those discussions would be presented to | CSC for
review at its 1996 spring session

41. Length and tim ng of sessions. The Commi ssion recognized that inproved
wor ki ng net hods coul d al so be achieved by nore flexibility in the I ength and
timng of 1CSC sessions. It therefore endorsed the secretariat's proposal to
hol d one |l ong and one short session during 1996. The tinmng would be flexible
so as to enable ICSC to neet informally with its interlocutors for a few days
prior to the official opening of the session to hold briefings, establish
contact groups and in general inplenent the new ideas it was adopting for its
wor ki ng net hods. The proposal also envisaged a reduction in docunentation
requirenents that would result in savings for the Menber States. The tinely
recei pt of docunentation had been an ongoing thenme at past sessions. The
secretariat was confident that the new sessional arrangenents, together with
tighter, better-nmanaged agendas, would dinminish the problemof |ate
docunentation in the working | anguages of the Commi ssion. The Conmi ssion was
supportive of any proposal to inprove the procedural aspects of tinely docunent
distribution and the quality/presentation of its reports.

42. It was recalled that, in 1992, as an offshoot of the biennialization of the
Fifth Commttee's work programme, it had been decided that | CSC s annual report
to the CGeneral Assenbly woul d be considered for decision-making purposes only in
even- nunbered years, so-called personnel years; in the odd-numbered years it
woul d be issued mainly for information and gui dance (subject to exceptions). At
the tine, the biennial approach had been seen as helping to rationalize agenda
and work programme nmanagenent, but for whatever reason, that had not occurred.
The above-nentioned changes in the Conmi ssion's working nethods would assist it
also in conplying with the Assenbly's decision on biennialization

Consequently, in a non-personnel (odd-nunbered) year, |ICSC would in principle
hold a single nonth-1ong session instead of two sessions of three weeks'
duration each. It was understood that the agenda, in line with the new
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consul tative arrangenents, would be devel oped to support such a change.

43. Cooperation with the organi zations and staff. As to the CCAQ proposal to
devel op nechanisnms to allow for greater involvenent of the consultative partners
in the work of the secretariat and particularly in the preparation of docunents,
the Conmi ssion enphasi zed that it favoured strengthened contacts and

col l aborative |inks anong all parties, wherever possible. The Commi ssion noted
that consultations in the preparation of docunents with the organizations and
staff bodies already took place and that they could usefully be enhanced. In
the final analysis, however, |ICSC documents should remain the responsibility of
its secretariat.

44. | CSC reports. The Conmi ssion and others had noted on nore than one
occasion that its docunents and reports did not make for easy reading. The
subj ects were conplex and not easily accessible to the lay reader. Currently,
the secretariat wote the report during the session under considerable tine
pressure. The secretariat felt that the period between sessions could be used
to produce a better drafted, clearer and nore succinct report. Decisions, with
their rationales, would be provided at the spring session; the ful

consi derations |eading to those decisions would be witten up, translated into
the I CSC wor ki ng | anguages and provided in advance of the sunmer session. The
sumer session would be utilized prinmarily for the adoption of the report and
any outstandi ng business, e.g., panel reviews; decisions taken during the spring
session woul d not be reopened for consideration at the sumer session

45. Delegation of authority. |1CSC had al ways recogni zed appropri ate del egati on
of authority as a val uabl e managenent tool; indeed, nmany operational matters
were al ready del egated to the Chairman. At its first session, in 1975, the
Conmmi ssion had del egated to the Chairman the responsibility for a nunber of
ongoing functions; it had further decided that responsibility for ad hoc
functions m ght be delegated to the Chairnman, the Vice-Chairman or nenbers of
the Conmission, acting either singly or in groups. Further options for

del egati on were being explored. Delegation of certain issues to small groups of
Conmi ssi on nenmbers was al so under consi deration.

46. Tripartite working groups. The Commission reaffirmed its earlier decision
to establish tripartite working groups on nmajor issues; that practice would
continue as needed subject to resource availability. It noted that such working
groups provided a forumfor a process that went beyond consultation. Since
those appointed to working groups were chosen because of their technica
conpetence on a particular subject, the Commi ssion's tendency had been to accept
the reconmendati ons of such working groups. However, its statutory
responsibilities required it to exam ne the recommendati ons of all working
groups. Here as elsewhere, if there were instances when the Comm ssion coul d
not accept a recommendation, it would provide the technical justification for
its decision.
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47. Task forces, contact/focus groups. One neans of utilizing the tine

avail abl e nore effectively would be to reduce the nunber of itens dealt with in
formal plenary sessions. Task forces or contact groups, consisting of three or
four menbers, would undertake an in-depth exanination of a particular issue to
enhance understandi ng of technical and policy aspects. Those groups woul d neet
outside fornmal sessions and would be open to all interested parties. The
secretariat should explore options in that regard.

48. Expert body. The Comm ssion observed that its advisory body on post

adj ust mrent questions, ACPAQ had been appointed to provide it with expert
statistical advice; it reaffirmed its confidence in ACPAQ as well as its
intention not to redo ACPAQ s work. Recalling CCAQ s proposal for a second

advi sory body, one on human resources nanagement, |CSC understood the inport of
that proposal to be to ensure that the Conm ssion had access to state-of-the-art
human resources managenent thinking. The Conm ssion recognized that it was
inportant for it to keep abreast of devel opnents in a rapidly changi ng world and
to be innovative. New approaches should be investigated, based on "best
practice" and possibly using outside assistance. It considered, however, that
the sane purpose could be achieved in a nore cost-effective nmanner through
periodic briefings of I1CSC, and other parties, if they so wi shed, on sel ected
topics, by recogni zed experts and | eaders in particular human resources
managenent fields. The Conmission requested its secretariat to initiate the
process.

49. 1CSC secretariat. The Conm ssion noted that CCAQ | ooked towards a centre
of excellence in the ICSC secretariat. It wished to place on record its
satisfaction with the quality of its secretariat. It saw the issue rather as
one of mmintaining technical excellence. Secondnent to the |ICSC secretari at
fromthe organi zations had fallen off over the years. |CSC urged the

organi zations to redouble their efforts to provide it with high-calibre

candi dates. The Commi ssion noted the intention of CCAQ and the I CSC secretari at
to collaborate in a nore concentrated way to find a solution to that problem
The Conmi ssion wel coned the intention announced by CCAQ that Professional staff
of the jointly funded secretariats be treated as internal candi dates for
vacancies in the compn system as a neans of enhancing mobility. It favoured
strengt hened contacts and col | aborative |inks anong all parties. Exchanges of
staff for short and | onger periods, both on a task-oriented and a nore genera
basi s, as suggested by CCAQ would be nmutually beneficial and should be
initiated forthwth.

50. Managenent audit. The Conmission was inforned that, follow ng
consultations with the CCAQ secretariat, the ternms of reference for the proposed
managenent audit of the I CSC secretariat had been finalized. One of the Menber
St ates had been requested by the Chairman to assist with this managenent audit,
whi ch woul d probably be carried out in the fall of 1995

Concl usi ons of the Commi ssion
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51. The Commi ssion specified that the new arrangenents should be essayed on a
trial basis and remai n under constant review. The agenda would continue to be
the deternmining factor in establishing the tinming and | ength of sessions. It
was, in the Conm ssion's view, judicious nmanagenment of the agenda that woul d
play the biggest role in streamining its working nmethods.

52. The Conmi ssion enphasi zed that it saw efforts to inprove the consultative
process as a continuing matter that required constant renewal. It was npst
inportant for all parties to show goodwi Il, mutual respect for and trust in one
another. O herw se, there would be no inprovenent. The Conm ssion regretted
that FI CSA had not found it possible to participate in the Comr ssion's

di scussions on that matter, but hoped that it would resune its participation in
the near future. |1CSC stressed that it remined very nuch open to new i deas and
constructive suggestions for further reform and inprovenent.

53. Airing of those issues at the current juncture had led the Conmmi ssion to
conclude that, for the consultative process to inprove, it was essential that

| CSC not stand alone in reassessing its functioning. The Commi ssion consi dered
that it had done its best to restore the dial ogue. There was a need al so for
the interlocutors to review their working nethods. There was an equal, if not
nore inportant, need for a stronger climate of accountability, whereby al
parties in the process faced their roles and responsibilities squarely.

Deci si ons of the Comm ssion

54. In the light of its consideration of the itemat both the forty-first and
the forty-second sessions, the Conm ssion decided to inplenent the neasures to
i nprove effectiveness outlined in paragraphs 37 to 50 above.

55. Those neasures included the decision to inplenment a new fornula for the
timng and length of its sessions and for the production of its report. The
Conmi ssion decided to hold in 1996 a four-week session in the spring and a one-
to two-week session in the sunmer, depending on need as defined by the agenda;
if that fornula was found to be effective, it would be adopted in future for
even- nunbered years (personnel years, as defined by the General Assenbly's Fifth
Committee). The report at the spring session would consist of draft decisions
with their rational es, where applicable; at the sunmer session the Conmi ssion
woul d have before it the full report for adoption (para. 44). |In odd-numbered
(non-personnel) years, the Commission would in principle hold a single session
of approximtely one nonth's duration (para. 42).

56. The Conmission further decided that the new arrangenents woul d be
introduced on a trial basis and renain under constant review (para. 51).
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Chapter 111

CONDI TI ONS OF SERVI CE OF THE PROFESSI ONAL AND HI GHER CATEGORI ES

A. Examination of the Noblenmmire principle and its application

1. Overview and franmework

57. The Commission at its July 1993 session decided that it would reviewthe
application of the Noblemaire principle 1/ at its 1994 sessions. The decision
was made foll owi ng consideration of a series of requests nade by the General
Assenbly in its resolutions 46/ 191 A of 20 Decenber 1991 and 47/216 of

23 Decenber 1992, as listed bel ow

(a) Application of the Noblenmaire principle (resolution 47/216,
sect. I1.0);

(b) Operation of the Federal Enployees' Pay Conparability Act of 1990
(FEPCA) (resolution 46/191, sect. 1V);

(c) Margin managenent over a five-year period (resolution 46/191 A
sect. 1V);

(d) United States special pay systens (resolution 46/191 A sect. VI);

(e) Use of periodic checks to deternm ne the highest-paid civil service
(resolution 46/ 191 A, sect. VI);

(f) Structure of the salary scale (resolution 47/216, sect. 11.GQ.

The Commi ssion reported on its plans for studying these questions in its 1993
annual report and subsequently submitted an interimreport to the General
Assenbly at its forty-ninth session. 2/ That report conpletes the response of
the Conmission to the requests referenced above.

58. The Ceneral Assenmbly, in section Ill of its resolution 49/223, recalling
the relevant parts of its resolutions 46/191 A and 47/ 216 and acknow edgi ng t hat
"the commpn system nust be a conpetitive enployer in order, inter alia, to equip
it to make the necessary nmmnagenent refornms”, noted "with regret that the
International Civil Service Conm ssion has not yet conpleted the studies on all
aspects of the application of the Noblenaire principle and all other rel ated
studi es"; and requested "the Conmmission to proceed with all urgency with its
study of all aspects of the application of the Noblemnire principle and all
other related studies which are outstanding and to submit final reconmendations
to the CGeneral Assenbly at the earliest opportunity". The Assenbly al so took
note of the Conmmission's decision to proceed to a phase Il study of the national
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civil services of Germany and Switzerland in the context of determ ning the
hi ghest - pai d national civil service.

59. The various mandates cited above all related to the appropriateness of
common system Prof essional rermuneration in ternms of |evel and structure as might
be determ ned by reference to conparators, current or prospective. Fact-finding
and anal ysis concerning these separate nmandates was undertaken as a series of
paral |l el concurrent studies which were considered over a series of sessions in
1994 and 1995. There was inevitably sone interaction between the conponent
studies. For instance, the ineffectiveness of FEPCA, the increasing use of
speci al pay systens in the United States federal civil service and the
consequent revisions in margin measurenent resulted in different relativities
bei ng deterni ned between the United States federal civil service and other
potential conparators. Nevertheless, the results of the studi es have been
aligned to a cormmon basis. Thus the reference point used for conparisons
between the Gernman Civil Service and the United States federal civil service is
the approved 1995 margin of 105.7, which reflects the latest available situation
on grade equival encies and the inclusion of special pay systens.

60. The present chapter has been organized to reflect first the consideration
accorded to the application of the Noblemaire principle itself. This is
followed by a discussion of all matters related to the nmeasurenment of the margin
between the United Nations and the United States. The studies nade to identify
alternative conparators (CGermany and Switzerland) are then reported on. The
reference studies to gauge the conpetitiveness of the compn system are
provi ded, as requested, on the basis of net remuneration conparisons with the
Organi sation for Econom ¢ Cooperation and Devel opnent (OECD) and the World Bank
Foll owing this, specific consideration is given to the base/floor salary scale
and its structure in the Iight of the fact that the 1995 margin fell below the
110- 120 range and the indication that there exists a national civil service that
is paid nore than the current conparator. Information is then provided with
regard to the issue of supplenmentary paynents. The steps the Commi ssion
recommends that the General Assenbly consider taking to restore appropriate net
remuneration levels for the conmon systemare outlined in the final section

General considerations relating to the Noblemaire principle

Backgr ound

61. In docunentation prepared by the ICSC secretariat, it was recalled that the
Conmi ssion's 1975 review of the Noblenmaire principle and its application,
undertaken as one of its first tasks, had taken place at a tine when the United
States dollar was strong, fluctuations between the dollar and other major
currencies were not significant and the renuneration for the conparator civi
service (the United States federal civil service) was set at full conparability
to the private sector. During the last 20 years, all these paraneters had
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changed. As a result, doubts continued to be expressed regardi ng the basis used
for the determ nation of the salaries and conditions of enploynent of the

Prof essi onal and hi gher categories of staff of the compn system \Wile sone
doubted the principle itself, others had considerable difficulty with its
current application. For sone there was an anbiguity as to what the Noblenmaire
principle was. To focus the discussion on the twin elenents of the principle
and its formulation for application, the secretariat drew a clear distinction
between the two. While the principle expressed an i dea which had renuni ned
unchanged, the fornul ati on which was used as the instrunent for pay

determ nati on had differed on the occasion of each review, both before and after
the inception of the United Nations system

62. As there appeared to be no difficulty with the basic tenet of the principle
itself, the secretariat raised a nunber of fundanental points with regard to the
application of the principle with a view to ensuring the conpetitiveness of the
United Nations system In this context, the secretariat noted that while no

statenment of the Noblenmire principle had so far envi saged recogni zing the

exi stence of international organizations outside the commbn system this had to
be understood in the context of the principle having been enunciated before the
vast expansion of international activity, which had been an inportant feature of
the | ast few decades

63. In addition to the rel evance or otherwi se of the internationa
organi zations in the application of the Noblenaire principle, other issues were
di scussed, such as changing world realities; conparisons with the public or
private sector; home or expatriate civil services; the expatriation factor and
the size of the margin. The need to maintain policy coherence in application of
both the Noblemaire and the Flenming principles in support of Article 101 of the
Charter of the United Nations was highlighted. The background of salary
overl ap probl ens between the Professional and General Service categories was
indicated as a reflection of the situation whereby current application of the
Nobl emai re principle neant that Professionals were recruited by reference to the
| owest quartile of the conparator's |abour market 3/ while General Service were
recruited fromthe upper quartile of the conparator's market. The inportance of
the issue of supplenentary paynents by sonme Menber States to their nationals
wor king for the conmon system was al so hi ghlighted.

64. The Conmi ssion gave consideration to the follow ng options for application
of the Noblemaire principle: (a) nmaintaining the current application of the
Nobl emaire principle; (b) using international organizations as either
conparators or as reference guides to commpn system conpetitiveness; (c) using
the private sector of the country with the highest pay |levels as a conparator
(d) using a conmbination of public and private sectors in a country or group of
countries with the highest pay levels; (e) using the highest non-diplomatic
expatriate civil service as a conmparator; (f) nmodifying the nargin range to
reflect fully conparator expatriation benefits.
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Vi ews of the organizations

65. The Chairman of CCAQ recalled that the Conmttee had addressed | CSC on this
i ssue on a nunber of occasions and had provided it with significant technica
docunentation confirm ng that commbpn system renuneration |evels were
unconpetitive. This was contrary to the basic prenise of the Noblemaire
principle. There was an enornous gap between commopn system renuneration |evels
and those of other international organizations, which based their pay on market
consi derations, as well as between the |evels which the conparator would be
paying if the United States Pay Agent's proposals in respect of the United
States federal civil service had been inplenented. Absolute precision as to the
extent of the gap was not the issue: by any neasure, it was significant: it
was at |least 30 per cent, and as high as 50 per cent or nore in sonme cases.

Real i stically, whatever renedial nmeasures | CSC proposed at the current stage
woul d not close the gap conpletely.

66. CCAQ, and now the I CSC secretariat, had provided the technica
justification for action. The General Assenbly had noted with regret the del ays
in reaching a conclusion on the matter. ACC was extrenely distressed at the
delay. It was vital that ICSC finally heed the executive heads' appeals for
assistance in carrying out their mandates. The situation was extrenely serious
and brooked no further delay. Any requests for further studies or research
woul d be viewed as nere del aying tactics.

67. CCAQ believed that the application of the Noblenmire principle had to be
revised to take into account not only the highest-paid national civil service
but also, in sonme neasure, the private sector in the country of the highest-paid
civil service and the renuneration |evels of the other internationa

organi zati ons, which were the commpn systenis conpetitors. The margin range
shoul d be revised in order to obtain, over an appropriate period, renuneration
levels reflective nore of the other international organizations and of the
private sector in the country of the conparator civil service

68. CCAQ had a nunber of technical concerns. One of themwas the compatibility
of the Flemring and the Noblemaire principles. Under the Flemming principle,
Ceneral Service renmuneration was established by direct reference to the private
sector and other parastatal competitors, whereas under the Nobl enaire principle,
Pr of essi onal renuneration was set in relation to a conparator national civi

service. |If the conpensation |levels of that national civil service followed the
mar ket, pay for both categories of United Nations commopn system staff would tend
to march in step. If, as in the United States federal civil service, the

determ nation of civil service pay |evels was subjected to budgetary or
political considerations, the synergy would be dislocated. This was exactly
what had happened in the conmopbn system As a result, organizations reported
problens with overlap or pay inversion. CCAQ therefore believed that, as well
as reflecting other conpetitors, such as the World Bank Group and the
Coor di nated Organi zati ons, commpn system renmuneration had to be revised to
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rei ncorporate the concept of private sector renuneration, thus restoring the
bal ance between Professional and General Service pay.

69. The revision of the margin range proposed by CCAQ should result in an
upward adj ustment of renuneration levels. In conjunction with this adjustnment,
| CSC should review the structure of the scale to ensure appropriate treatnent of
remuneration levels at the upper end of the scale.

Views of the staff representatives

70. The President of CCISUA said that the narrow interpretation of the

Nobl ermai re principle, coupled with the Comni ssion's delay in proceeding with the
study on the highest-paid national civil service, had nmade the compDn system
organi zati ons unattractive, unconpetitive enployers. The resulting inability of
the organi zations to maintain excellence had cost themdearly and woul d conti nue
to do so. To the extent that the Comn ssion did not acknow edge these
realities, it was doing its enployers a disservice

71. The savings generated by a series of streamining and restructuring
exercises, starting with the Goup of 18 and still continuing, had not been used
to redress patently unconpetitive conditions of service. Instead, the

Conmi ssion had preferred to stretch out the process by requesting further
studies or diverting attention to additional courses that mght require
investigation. This was myopic and self-defeating: in the neantine, the
situation had becone increasingly untenable.

72. The Conmission was provided with a series of choices. O all the choices
avail abl e, the use of a basket of conparators was in direct violation of the
basi ¢ concept underlying the Noblemaire principle. The use of nore than one
conparator clearly inplied the use of, not only the best- but also the second-
and third-best paying conparators. This would result in a process of averaging
that would dilute the rates used in the conparisons.

Di scussi on by the Commi ssion

73. The Comm ssion wi shed at the outset to commend the secretariat for having
captured the conplexities of the "Noblenmnire issue" in such a concise and
readable form Appreciation was al so expressed for the valuable historica
research and anal ysis carried out by CCAQ which had been provided to the

Conmi ssion. The avail abl e docunentation provided a sound basis for an in-depth
consideration of the matter. That said, the Conmmi ssion noted that an

unequi vocal rendering of the Noblemaire principle had el uded successive reviews
over the past 50 years: this was perhaps because the principle itself had its
origins in a less than transparent passage in the 1921 report of the League of
Nations Commi ttee which Georges Nobl enmaire had chaired. Menbers were not sure
that |1 CSC woul d succeed, where so many others had failed, in decoding that
original statenent to the intellectual satisfaction of all concerned. Nor was
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such an exercise considered entirely necessary. Speakers stressed the need for
a pragmatic approach. Basically, the questions that needed to be addressed
were: was it generally agreed that the underlying prenise of the Noblenmire
principle had been to ensure that United Nations salaries were conpetitive? |If
so, were United Nations systemsalaries still conpetitive, and by conparison

wi th which enpl oyer or enployers? |If not, what should be done to rectify the
situation? Sone nenbers stated that under the Noblenaire principle, conditions
of service should be such as to attract nationals fromthe highest-paid nationa
civil service

74. As to whether the intent of the Noblenmmire principle had been to ensure
conpetitiveness, the Conm ssion was in general agreenent that this had been the
case, although one nenber considered it inportant to recall that the Noblenmaire
Conmittee had been established to set order in a renuneration system deened to
be excessive.

75. It was enphasized that there was a direct |inkage between the concepts
underlying the Noblemaire principle and the provisions of Articles 100 and 101
of the Charter of the United Nations, which provided that the staff of the
United Nations shoul d possess the highest standards of efficiency, conpetence
and integrity and should have all egiance only to the United Nations. Equally

i nportant (and by no nmeans contradictory) was the need, inplied in the Charter,
for staff to retain their national and cultural identity. This inplied that
staff would be able to return to national service, and the ability to do so was
a definite factor in the willingness of sone Menber States' nationals to join
the United Nations.

76. On the question of whether United Nations system sal aries had retained
their conpetitive edge, a nunber of views and i deas were advanced. It was noted
that indicators of conpetitiveness could be quantitative or qualitative, and
were sonmetines a mx of the two. Recruitnent difficulties were one indicator,

al though it was beconing clear that absolute proof of the difficulties cited by
the organizations in attracting and retaining high-calibre staff from al
countries, including those with high pay |levels, would be difficult and perhaps
i npossible to obtain. Oher indicators included vacancy rates and turnover
rates, and other, perhaps nore subjective evaluations, such as whether the
United Nations system would be an enpl oyer of choice for today's young
graduates. The questionable practice of supplenentary paynents was seen by sone
as a very clear indicator of inadequate pay |evels.

77. Much had changed since the tine of the Noblemire Conmittee: the

Commi ssion noted the statenents by a nunber of organizations that nodern-day
programme requirenents called for a range of technical specializations

(e.g. nuclear safety inspectors, air traffic controllers) that had not even been
contenplated at the tine the Nobl emaire principle had been franed. 1In the fina
anal ysis, the test was whether the renunerati on package enabl ed organi zations to
satisfy Menber States' programre requirenents. Speaking collectively in ACC
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the organi zations had expressed difficulties in this regard. It was al so noted
that the United Nations had stated that it needed a nore conpetitive
remunerati on package in order to effect its managenent reforns.

78. Approaching the issue of change from another angle, it was pointed out that
there were nyriad differences between the reference civil service of the early
1920s and the conparator civil service of the mid-1990s. In summary, the fornmer
had been an elite service, with staff drawn fromthe best universities with
excellent qualifications. They were respected nenbers and often | eaders of
society and their pay was set accordingly. Today's conparator civil service, by
contrast, was a workforce whose pay was in the bottomquartile of the
conparator's |abour market. 3/ Holding United Nations systempay to the sane
ref erence point over the years, while standards within that reference point had
slipped drastically, had undoubtedly blunted the conpetitive edge of the
international civil service.

79. Ohers, while acknowl edging that the United Nations system was havi ng
difficulty in attracting and retaining staff fromcountries with high pay

| evel s, wondered whether the changed context in which the United Nations system
was now operating, and i ndeed the changed nature and conposition of the
international civil service itself, did not call for a different approach to the
subject. Caution was, however, urged about noving away from basic principles.

80. In summary, there was support for the thesis that the United Nations system
was experiencing problens of conpetitiveness. There then arose the question of
the enployers with which the United Nations system was conpeting and, as a
corollary, the fornula that should be used to restore conpetitiveness. |In this
connection it was reaffirmed that a distinction had to be drawn between the
principle itself and the fornula for its application

81l. It was recalled, as stated above, that the United Nations system was
currently conpeting in rmuch nore diverse narkets than it had in the 1920s. A
vi ew was expressed that the notion of conpetitiveness in the |abour nmarket for
conpar abl e work amounted to an extension of the Noblemaire principle. Ohers
had no difficulty with what they saw as essentially updating the interpretation
to nmake it nore rel evant to nodern-day requirenents

82. A wide-rangi ng exchange of views took place on the npbst appropriate nmanner
of applying the Noblenmaire principle. In this connection it was noted that,
prior to the establishnment of the Conmi ssion, the Nobl enaire principle had been
applied in a relatively flexible manner; noreover, even after the Conm ssion had
stated the fornulation in terns of reference to the highest-paid national civi
service, there had not, for a certain period, been rigid adherence to pay |levels

in the conparator civil service. 1In the 1970s, salary increases had been
granted on the basis of conpetitiveness, using the conparator civil service as a
reference point. In the md-1980s, with the introduction of strict nmargin

managenent, additional constraints had been inposed.
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83. A view was expressed that the national civil service fornulation should not
be | ost sight of. Ohers wondered whether reference to a single national civi
service was a workable fornula. It was true that the sane conparator civi
servi ce had been used since the inception of the United Nations and that fornula
had worked relatively well for some tine because the conparator civil service
had been unquestionably the highest-paid. However, doubts on that score had
been growi ng for sonme years and had now reached a crescendo: there was now
perhaps a likelihood that the conparator would be replaced. Wth the
synergistic relationship between the two services that had built up over the
years, that change m ght be difficult enough to effect. |If, after a few years,
another civil service were identified as the highest-paid, yet another shift
woul d occur. Those considerations seenmed to indicate a nore nuanced approach to
reference points.

84. In that connection it was noted that a basket of national civil services
had the conceptual drawback of including enployers who paid | ess than the best.

Possible alternatives to this approach included the use of a single conparator
in conjunction with a series of reference points. Exactly which conparator and
what reference points should be selected nmight better be left for a later round
of discussion. A variety of views was expressed on the use of internationa
organi zati ons as reference points. Sone considered those organi zations as
potentially useful reference points, given their functional congruence with the
United Nations system |In the view of others, the limted nmenbership and/or
different mandates of these institutions nade theminappropriate reference
points for an international workforce |like the United Nations system Stil
others had an open mind on the subject. It was generally felt that these
institutions should not be used as conparators per se.

85. It was noted that one of the options put forward in the secretariat paper
was adj ustnent of the margin range, and it was felt that that possibility should
not be rul ed out.

86. Another elenent in the equation was the trend in the outside world towards
privatization of the public sector, which was rather advanced in sonme countri es.
This might suggest the use of a nmix of public and private sectors.

87. During the discussion, the view was expressed that the current world
nmonetary disorder, with which the post adjustnment systemwas finding it
difficult to cope, was a factor to be taken into account in the equation
Menbers stressed that issues of currency instability and the reform of the post
adj ust ment system while extremely inportant, should not be allowed to defl ect
the Conmission fromits focus on the application of the Noblemaire principle,
which it had identified as its priority for 1995. It was, however, inportant
that the decision the Conmi ssion reached on Nobl enmaire application be able to
function coherently over tine within the framework of international nonetary
realities.
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88. Discussion on the long-term aspects of the Nobl emaire principle was resuned
at the forty-second session after consideration of the other related studies.
Tinme constraints did not permt a reconsideration of all the detail ed aspects
initially discussed at the forty-first session. It was observed, however, in
the light of the various other studies that the identification of a conparator
civil service had becone nore difficult over tinme. Some civil services were
easier to conpare with than others by virtue of their size and structure.
However, those that were easily conparable were not necessarily the best-paid.
Thus the ideal conparator in terms of structure mght very likely not be
particularly conpetitive while the best-paid m ght not be particularly
conpar abl e.

Deci si ons of the Comm ssion

89. The Conmmi ssion decided to report to the General Assenbly that:

(a) The review concerning all aspects of the application of the Noblemire
principle indicated that the principle had been subject to a series of different
fornul ati ons since 1921. A wide variety of formulations had been used at
different tines but the current practice of using the highest-paid nationa
civil service fornulation, conmbined with a reference check with internationa
organi zati ons, appeared to be sound as |ong as the process of identifying the
conparator civil service was handled on a tinely basis and the margin range
realistically reflected conparator expatriation benefits;

(b) The General Assenbly may wish to consider reconfirning the continued
applicability of the Noblenaire principle based upon: (i) the use of periodic
checks to determi ne the highest-paid civil service; and (ii) the use of a margin
range that is appropriate in relation to the value of expatriate benefits.

2. Gade equivalencies with the United States federal civi
service: validation of grade equival encies and the
procedure for the elinination of dom nance

90. In the context of the General Assenbly's request, in section Il.C of its
resolution 47/216, that it exanmine all aspects of the application of the

Nobl emaire principle with a view to ensuring the continued conpetitiveness of
the United Nations common system the Comr ssion reviewed reports by its
secretariat during its last few sessions, which denonstrated that the
conparator's initiative to restore parity with its own comparator (the United
States non-federal sector) was encountering difficulties. FEPCA, which was
intended to close the pay gap between the federal and non-federal sectors by the
year 2002, had not been inplenented as |egislated. Conparator projections
dermonstrated that there would be a continued |ack of full inplenentation
Accordingly, the pay gap of sone 30 per cent between the federal and non-federa
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sectors was not being closed. Sone special pay systens of the conparator had,
however, closed the pay gap and special pay systens, which had been expected to
decrease as FEPCA was inplenmented, would in all likelihood continue to grow.
Accordingly, the Commr ssion re-examned its 1994 decision "to continue to use as
wei ghts in the renmuneration averagi ng process, the actual nunmber of incunbents
in each rel evant occupation of each special pay systenm. 4/ In that regard, the
Commi ssion requested the secretariat to exam ne a nunber of alternative
approaches designed better to reflect special pay systens through a reduction of
the domi nance of the General Schedule pay system i.e., the pay systemthat was
the main focus of the FEPCA legislation. The alternatives were: the |og weight
met hod; equal weights; the 75th percentile nmethod; and the best-paid system
Adopti on of any one of these nmethods was seen as noving away froma systemt hat
reflected the internal structure of the United States federal civil service, a
matter of only donmestic concern to the conparator and of no rel evance to the
common system

91. Against the background of the above concerns, the Conm ssion al so undert ook
in 1995, as part of the regular cycle of grade equival ency studies, an updated
grade equi val ency study with the current conparator, the United States federa
civil service. O particular relevance to the grade equival ency study was the
Conmi ssion's decision, which it had reported to the General Assenbly in 1994, 5/
to include additional United States federal civil service pay systens in the
exerci se. The 1995 grade equival ency study included: (a) the six United States
pay systens currently included in renmuneration conparisons; (b) all rel evant
occupations in the pay systens of 11 United States Governnment agencies that had
established pay | evels departing fromthe General Schedule; and (c) two

addi ti onal pay systens - Senior Level and Scientific and Technical - established
under FEPCA, which net the Commission's criteria for inclusion in renmuneration
conparisons, as reported to the General Assenbly in 1994. 1In the context of the

grade equi val ency study, the Conmi ssion reviewed the results of the validation
exercise organized with classification specialists of the United States federa
civil service

92. O her issues addressed in conjunction with the United Nations/United States
grade equi val ency exercise and rel ated renunerati on conpari sons were:

(a) Wiether the two additional pay systens provisionally included should
be retained for grade equival ency and renunerati on conpari son purposes;

(b) Whether United States federal civil service General Schedul e positions
at grade |level 7 should continue to be included in the grade equival enci es;

(c) \Wether Assistant Secretary-CGeneral and Under-Secretary-General |evels
shoul d continue to be excl uded,;

(d) The nethod to use for reflecting Senior Executive Service (SES)
sal aries in renuneration conparisons;

- 25-



(e) \Wether bonus and performance awards that were not a part of base
sal ari es as defined by the conparator should continue to be excluded from
remunerati on conpari sons.

Vi ews of the organizations

93. CCAQ noted that the grade equival ency study had been carried out in
accordance with the established methodology and in a technically rigorous
manner. The CCAQ position on the related issues before the Conm ssion was as
fol | ows:

(a) Rank-in-post versus rank-in-person: CCAQ continued to support the
inclusion in the equival ency study of posts deened to be part of a rank-in-
person system Equival encies could be determ ned for such posts, as was the
case with posts in the SES group

(b) Special pay systens: CCAQ continued to support the inclusion in the
study of all relevant special pay systens;

(c) Procedures for evaluating SES posts: CCAQ supported the use of the
actual salary of SES pay levels in margin conparisons;

(d) Inclusion/exclusion of General Schedule |evel 7: CCAQ continued to be
concerned at the inclusion of the GS-7 |evel in the equival ency conpari sons.
The inpact was negligible in overall margin ternms, but there was a significant
i npact on the margin at the P-1 | evel, which was pertinent to other
consi derations about the structure of the conmopn system salary scale. The
conparator itself considered that GS-7 was not a Professional grade level. CCAQ
urged ICSC to exclude it fromthe conparison

(e) Inclusion/exclusion of Assistant Secretary-General/Under-Secretary-
General level posts: CCAQ supported conparisons at the Assistant Secretary-
Gener al / Under - Secretary- General |evel based on the working | evel equivalents
with the Executive Level of the conparator civil service that had been used in
t he past.

94. Wth regard to weighting procedures, CCAQ considered that the current
strai ght weighting nethod, which was inconsistent with that used in all other
met hodol ogi es, significantly biased the results. CCAQ had consistently held
that the Noblemaire principle could be upheld only by using, in margin
conput ati ons, the highest-Ilevel pay systens for each occupation in the
conparator civil service. That approach would elim nate dom nance. CCAQ
reiterated that position. Since, however, the Conm ssion seened inclined to
reduce rather than elin nate donm nance, CCAQ had al so exam ned the other
alternatives put forward. |t considered that the option chosen should lead to
results that were: (a) relatively stable over tine; (b) relatively easy to
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adm nister; and (c) readily understood. Taking those criteria into account,
CCAQ had concl uded on bal ance that the equal weighting option should be chosen

95. CCAQ noted the continuing non-inplenentation of FEPCA;, it appeared that
FEPCA was, to all intents and purposes, dead.

Views of the staff representatives

96. The representative of CCl SUA presented proposals regarding the conparator
pay systens to be included in net renunerati on conparisons, the procedures for
their inclusion and the inclusion of bonus and performance awards in the
conparison. On the first issue, CCISUA believed that all pay systens neeting
the Conmission's criteria as specified in its 1994 annual report should be
included. 1In that connection CCI SUA queried the exclusion of the United States
Agency for International Devel opnent (USAID). CClISUA considered that it was
unjustifiable to include the GS-7 level in the conparison. Wth regard to

wei ghting procedures, CCISUA's view was that it was technically unjustifiable to
use a single average SES pay level for matching purposes with United Nations
posts at the D1 and D-2 levels. Grade equival encies should be established, as
had been done before 1990, and separate wei ghted averages for the individua
United Nations grades cal cul ated on that basis.

97. CCISUA recall ed the Conmmission's 1986 deci sion to exclude bonuses and
performance awards that were not part of base pay as defined by the conparator.
That deci sion was untenable in the context of the application of the Noblemire
principle. The granting of bonuses by the conparator, |ike the establishment of
speci al pay systens, was the direct result of the fact that conparator pay had
not kept pace with renmuneration in the private sector, and of its consequent
difficulties in attracting and retaining staff. The conparator had inpl enented
a nmerit system approach that was foreign to the comopn system Unless the
comparator's systemwas reflected inits entirety and the commopn system adopt ed
a nmerit approach, CCI SUA saw no reason why bonuses should not be included in the
conpari sons. The conparator itself, in its own conparisons with the private
sector, took bonuses and nerit awards into account. The CCl SUA representative
therefore stressed the need to include that renuneration elenent in margin
conpari sons. She also requested that, as in the past, total renuneration
conpari sons be provided to the Comm ssion

98. CCISUA considered it essential to reduce the donmi nance of the Cenera
Schedul e and expressed appreciation for the thorough analysis provided of the
different nethods for reducing and/or elim nating dom nance. CCISUA had in the
past nmintained that, on the basis of the interpretation given to the Noblemaire
principle by the Commttee of Thirteen in 1949 ("best paid of national and
foreign services"), the option retained should be the use of the best pay
systens of the conparator. CClISUA noted, however, the reservations expressed by
the secretariat concerning the | ow nunbers of staff involved and associ ated
technical problems. O the three remaining solutions suggested, CCISUA favoured
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the use of the 75th percentile: that approach would not be difficult to
explain, as it was the nmethod used by the Commi ssion for deternining Genera
Service renmuneration. It was also the approach followed by the Wrld Bank

Di scussi on by the Commi ssi on

99. The Conmission noted that the 1995 grade equival ency study covered 560
posts in: (a) the six United States pay systens currently included in net
remuneration nmargin calculations; (b) all the relevant occupations in the pay
systems of 11 United States Governnent agencies that had established pay |evels
departing fromthe General Schedule; and (c) two additional pay systens - Senior
Level and Scientific and Technical - which met the Commi ssion's criteria for
inclusion in margin calculations as reported to the Assenbly in 1994 (see

para. 91 above).

100. The Conmi ssion reviewed a nunber of specific issues related to the grade
equi val enci es and resultant renuneration conparisons, as di scussed bel ow.

101. Additional conparator pay systens to be reflected in grade equival enci es
and resulting remuneration conparisons. |ICSCrecalled that at its spring 1993
session it had decided: (a) to reflect fully in margin conparisons all relevant
pay systens of 11 United States agencies; and (b) to review 10 other pay systens
that it saw as of possible relevance. Having anal ysed the data collected on
those pay systenms, |CSC agreed to the inclusion of two pay systens: Senior

Level and Scientific and Techni cal

102. In the course of the discussion, nenmbers observed that there were
significant differences (30 per cent to 40 per cent or nore) in pay |levels
across the various conparator pay systens that qualified for inclusion in the
conpari sons. \Wile such disparities could be perceived as anonal ous, they were
no nore than a reflection of reality. A fragnented pay system had devel oped in
the conparator service as a result of efforts to bridge conpetitiveness
shortfalls in particular sectors of the market. The Conmi ssion thus reaffirned
that the inclusion of those pay systens in margi n conpari sons was consi stent
with the concept of conpetitiveness underlying the Noblenaire principle.

103. Inclusion/exclusion of the GS-7 level. It was recalled that, prior to the
1985-1986 grade equival ency study, equivalencies at the P-1 |level had been
rel ated exclusively to the United States GS-9 level. At the tinme of that study,

a few GS-7 |l evel positions had been found equivalent to the P-1 |evel; the
Conmi ssion had therefore decided to include the GS-7 level in the conparison
process "for the tinme being". Accordingly, the GS-7 | evel had been included in
remunerati on conpari sons since 1990, when the results of the 1985-1986 study
wer e i npl ement ed.

104. The Conmi ssion noted that all the jobs found to be equivalent to the P-1
level in the current study were trainee/ devel opnental posts, for which no
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counterpart existed in the compn system It thus appeared that jobs equival ent
to the United States GS-7 level did not in fact exist in the conmopn system

Mor eover, the conparator's pay-setting process at the GS-7 |evel continued to be
largely deternm ned by categories representing clerical and technical positions
that in the conmon systemwere found in the Ceneral Service category. The

Conmi ssi on observed that the duties and responsibilities of the G5 7 jobs

anal ysed by the secretariat did not conformto the I1CSC definition of

Pr of essi onal -1 evel work.

105. In view of the above considerations, the Comm ssion decided that there was
no technical basis for inclusion of the GS-7 |level in grade equival enci es and
resulting margin conparisons. That |evel should therefore be excluded fromthe
grade equivalencies. It noted that while the inclusion or exclusion of the G7
|l evel had virtually no inpact on the overall level of the margin, its inclusion
had had the effect of artificially inflating the renuneration ratios at the

| ower salary levels on the United Nations side. Their exclusion would provide a
clearer and nore accurate structural progression in remuneration ratios at

i ndi vi dual grade |evels.

106. Assistant Secretary-General/Under-Secretary-General |evels. The Conm ssion
noted that the current grade equival ency study, like the 1990-1991 exercise, did
not include approxi mate worki ng equivalents for the Assistant Secretary-

General / Under - Secretary-General levels. It reviewed information on the prior
consideration of the matter, which highlighted the difficulty of establishing

di rect equival enci es between the compn system and the conparator civil service
at those levels. The Commission noted that, in the secretariat's view, it would
currently be no less difficult to establish such specific grade equival enci es.
The inclusion or exclusion of approxi mate worki ng equival ents at those |evels
woul d have no inpact on the level of the margin and woul d becone significant
only if salaries at the senior |levels were to be exam ned separately fromthose
at ot her I|evels.

107. The Commi ssion noted that a validation exercise had been conducted with the
conparator's job classification experts and had resulted in a validation rate of
92 per cent. It decided to endorse the results of the 1995 grade equival ency
study. Wth regard to a point raised by the United Nations and CCl SUA, the
Conmmi ssion was informed that USAID currently net the criteria for inclusion in
grade equi val encies and could be included in any future grade equivalencies with
the United States federal civil service. It was suggested that posts under

non- appropriated funds should al so be considered for inclusion. The Conm ssion
agreed to review both proposals at the tine of the next grade equival ency study.

108. SES salary levels. 1CSC recalled that since 1990, sal aries of conparator
SES staff had been reflected in margin conparisons through a wei ghted average of
SES grades 1 to 6. It observed that the current grade equival ency results
corroborated earlier findings that there was a progression in salaries at SES
pay levels vis-a-vis conparable United Nations grades. Furthernore, the
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inclusion of a single ampbunt derived froma wei ghted average of all SES grades
distorted renuneration ratios, particularly at the D01 |l evel, where the ratio
was | ess than at the D-2 |level. That was an aberration with regard to nornal
remuneration ratio progression. The Commi ssion concluded that although the SES
sal ary progression was slight, it would be technically nore precise to reflect
it in margin conparisons through the use of the actual salary of each SES pay

| evel rather than through the current averagi ng process.

109. Bonuses, performance and nerit awards. The Conmi ssion considered the

CCl SUA proposal that the conparator's bonuses and awards be factored into nmargin
calculations. It recalled that bonuses and performance awards had been i ncl uded
in United Nations/United States renuneration conparisons until 1990, when the
results of the 1985-1986 grade equival ency study were inplenented. The

Conmi ssion noted that several different types of bonuses and perfornmance awards
were currently applicable to SES. Less than 1 per cent of SES staff could
receive distingui shed awards of $20,000 and | ess than 3 per cent could receive
meritorious awards of $10,000. All SES career staff were subject to annua
performance eval uati ons used as a basis for granting bonuses. For the 1994
fiscal year (latest available), official data showed that 39.8 per cent of
career SES staff had been granted an average amount of $7,064 for bonuses and
performance awards in addition to their base sal aries.

110. Sonme Comm ssion nenbers expressed the view that only base salaries should
be included in United Nations/United States remuneration conparisons. As they
saw it, bonuses and performance awards were incentives to encourage better
performance and as such were not a pay conponent. O her nenbers considered it
difficult to ignore a significant cash supplenent to salary, particularly when
as in the current case, it was granted to nearly 40 per cent of eligible SES
staff under a structured programe. It was also pointed out that perfornmance
awar ds mi ght becone payable in combn system organi zati ons pursuant to the
Commi ssion's 1994 recomrendati ons on performance managenent. To date, however,
no organi zation had introduced such bonuses or awards.

111. A nunber of nenbers noted that, in the context of restoring the
conpetitiveness of commpn systemrenuneration |evels, bonuses and perfornmance
awards granted to United States federal civil service staff represented a
legitimate consideration. |In that regard the Commi ssion noted that the Cenera
Assenbly had invited ICSC to review the inbalances in the United Nations/United
States renuneration ratios

112. Although views were sonewhat diverse, the Commi ssion as a whole agreed on
bal ance that it would be appropriate to reflect bonuses and performance awards
in margin cal culations subject to the conditions specified in

paragraph 119 (b) (ii) below. It was agreed that, if and when performance
awards were introduced in the commopn system they would be factored into the
cal cul ati ons.
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113. Weighting procedures. |t was noted that under the current averagi ng
procedures, the domi nant effect of the General Schedule - the |owest pay system
of the comparator - was not being mitigated. The key problemwas that while the
mar gi n conpari sons included a nunber of separate and distinct United States
speci al pay systens that were very conpetitive vis-a-vis the commopn system the
effect of those special pay systens was dwarfed by the very | arge nunber of
General Schedule staff included in the conparisons. In other words, the

dom nance of the General Schedul e masked the true | evel of conpetitiveness of
several of the other United States pay systens. Wth the inclusion of

addi ti onal pay systens in the current grade equival ency exercise, the dom nance
of the General Schedule in the calculations becane a significant issue. Anpbng
the considerations that had led to the use of the current weighting procedure
was the expectation that the need for special pay systens woul d decrease as a
result of FEPCA, which was designed to bring the conparator's salary levels into
closer alignnent with its own comparators. The Commi ssion took note of the
difficulties being experienced with the inplenentation of FEPCA and the
projected lack of full inplenentation. Gven that linitation, a decrease in the
nurber of special pay systenms in the conparator service was becom ng

i ncreasingly unlikely.

114. A further consideration related to the difficulties experienced with
respect to the possible use of special occupational rates on the United Nations
side. The Comm ssion had provided for the use of such special occupationa

rates in principle; however, it had subsequently becone apparent that the

organi zati ons' proposal for the use of such rates would be tantanpbunt to speci al
agency rates. The Commi ssion had viewed such special agency rates as

i nconpatible with the comopn system Under the circunstances, it becane
particularly inportant to reflect adequately all relevant special pay systenms in
the margin cal cul ati on process.

115. Taking the above factors into consideration, the Conm ssion concluded that
it would indeed be appropriate to take steps to reduce doni nance in nargin
calculations. In that regard it reviewed four possible alternatives to the
current straight weighting procedures: the |og weight method; equal weights;
the 75th percentile nmethod; and the best-paid system

116. |1 CSC considered that in selecting the nost appropriate wei ghting procedure
it should review those options against the following criteria: responsiveness
to the conpetitiveness requirements of the Noblemaire principle, stability over

time, transparency and feasibility of application. It was noted that each of
the options carried advantages and drawbacks. The |og weight nethod, while
providing relatively conmpetitive results, yielded pay levels still substantially

| ower than the best-paid systens; it also | acked transparency. The equal wei ght
system was readily understandable, as it used the sinple average of all pay
systens. It might, on the other hand, be considered by sone as giving
insufficient inmportance to the large pay systens. The 75th percentile method
was conparable to that already approved by the Comm ssion for use in Cenera
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Service salary survey calculations: it also provided results that conpared
favourably with the better-paying systems w thout actually being the absolute
best. Its drawback was that it required vast anobunts of detailed data that were
not always available for all pay systens; its application would therefore have
to be restricted in terns of pay systenms covered. The best-paid system approach
provided a fully conpetitive renuneration |evel but could not be considered
representative of the federal civil service as a whole.

117. Most menbers of the Conm ssion considered that the equal weights approach
woul d best neet the various criteria set out in the previous paragraph. One
menber considered the use of log weighting to be the nbpst appropriate nethod.
Anot her menber expressed the view that the only weighting nethod that would
correctly translate the intent of the Nobl emaire principle was the best-paid
systens nethod. |In that connection, opposition was expressed by one nenber to
the possibility of having one very snall agency determi ne pay across the comon
system Concerns were al so expressed about the stability aspect.

118. The Conmi ssion as a whol e concluded that the use of the equal weights
procedure woul d be an appropriate nethod of reflecting the conparator's pay
systens in margin cal cul ati ons, and thereby reducing the doni nance of the
General Schedule. It noted that the effect of applying that procedure would be
to reduce the margin by approxinately 4 percentage points.

Deci si ons of the Comm ssion

119. The Commi ssion decided to report to the General Assenbly that:

(a) It had conducted a new grade equival ency study with the conparator,
and in that context, had deci ded:

(i) To include the Senior Level and Scientific and Technical pay systemns
of the conparator;

(ii) To exclude the conparator's GS-7 positions fromfuture renuneration
conpari sons;

(iii) To exclude the Assistant Secretary-General/Under-Secretary-Cenera
Il evels fromthe current grade equival ency studies;

(iv) To note the results of the validation exercise, which showed an
agreenent rate of 92 per cent;

(v) To endorse, for remuneration conparison purposes, the results of the
1995 grade equi val ency exercise with the conparator civil service;

(b) In respect of the remuneration conparisons resulting fromthe grade
equi val encies, it had deci ded:
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(i) To include SES in renuneration conparisons on the basis of pay |levels
determ ned by the established grade equival enci es;

(ii) To include bonuses and performance awards granted to United States and
United Nations compn system staff (except for those granted to
eligible SES staff as neritorious and distingui shed awards) and al

conpar abl e awards on the United Nations side;

(iii) In order to reflect adequately all the conparator's rel evant pay
systenms in remuneration conparisons, to reduce the dom nance of the
United States federal civil service CGeneral Schedule in the current
net renuneration margi n conpari son process using an equal weighting
met hod applied to United States federal civil service pay systenms on
an occupati on-by-occupati on basis.

3. Evolution of the margin between the net renuneration of the
United States federal civil service and that of the United
Nat i ons

120. The Conmmi ssion noted that the margin for 1995 stood at 105.7, taking into
account: (a) the 1995 grade equivalency results; (b) a revised New York/

Washi ngton differential; (c) the various nethodol ogi cal decisions it had taken
i ncluding the revised weighting procedure; and (d) a newly estimated post

adj ustment classification for New York in Novenmber 1995

Deci si ons of the Comm ssion

121. The Conmmi ssion decided to report to the General Assenbly a net renuneration
margin for 1995 of 105.7, as shown in annex IV to the present report.

4. ldentification of the highest-paid national civil service

(a) Background, nmandate and process

122. In response to the Commission's report on the 1989 conprehensive revi ew of
the conditions of service of the Professional and hi gher categories, the Cenera
Assenbly, in section |.B of its resolution 44/198 of 21 Decenmber 1989, requested
the Conmission to propose a nethodol ogy for carrying out periodic checks, every
five years, to determ ne which was the highest-paid civil service. 1n 1991, the
Commi ssi on proposed a two-phase net hodol ogi cal approach, which was endorsed by
the Assenbly in section VI of its resolution 46/191 A of 20 December 1991. This
met hodol ogy is reproduced in annex V to the present report.

123. The Commi ssion nmade a prelimnary review of the conditions of service of 11

national civil services in 1991. It concluded that three civil services - those
of Germany, Japan and Switzerland - nerited further review under phase | of the

-33-



met hodol ogy. I n 1994, the Conmmi ssion selected Gernmany and Switzerl and for study
under phase |11 of the nethodol ogy while noting that, resources and tine
permtting, it would have been preferable to proceed with a phase Il exercise
for all three national civil services. 6/

124. The first step of the phase Il nethodology calls for the establishment of
grade equi val encies as the basis for renuneration conparisons. This is done by
anal ysing a sanple of jobs in the civil service under review and applying the

| CSC Master Standard to the positions selected. A stratified sanple is selected
on the basis of the npbst popul ous occupations and grade | evels of the commpn
system in order to ensure that the results are applicable to a broadly
representative segnment of the conmon system popul ation. The second step is the
application of the | CSC Master Standard to the positions selected in order to
determ ne, on the basis of job content, the grade equival encies that are the
starting-point for renuneration comnpari sons.

125. In the case of both the Swiss and the German civil services a collaborative
effort was required between civil service officials and | CSC secretari at
representatives to establish the sanple and identify civil servants to
participate in job interviews in order to collect the data necessary for the
application of the Master Standard. The process followed in determ ning grade
equi val enci es was substantially the same as that used with the current
conparator. Further details regarding the grade equival ency phase are given in
par agraphs 130 and 139 below (for the Swiss civil service) and paragraphs 143

to 144 and 155 to 163 (for the CGerman civil service).

126. Once grade equi val enci es have been deternmined, the rest of the steps in the
phase || nethodol ogy can proceed. These steps include a conparison between the
United States federal civil service and each of the potential conparators (i.e.
Germany and Switzerland) of not only all salary el enents but also retirenent,
heal th insurance, |eave and working hours. Appropriate taxes and exchange rates
are applied in this process, together with cost-of-living adjustnents between
Washi ngton and the capital city of each potential conparator. This adjustnent
is based on the cost-of-living nmeasurenent nethodol ogy approved by the

Commi ssion and noted by the General Assenbly for conparisons with the current
conpar at or .

127. For the total conpensation conparison, the nethodol ogy devel oped by the
Conmi ssion for United Nations/United States conparisons during the 1980s was
utilized with some nodification required to reflect current realities. The
total conpensation nethodol ogy and conpari sons based thereon were reported to
the General Assenbly during that period. The nethodol ogy uses a standard

popul ati on agai nst which all benefit provisions are neasured. 1In this way
objective differences in plan provisions nay be neasured. |In the current total
conpensati on conparisons with the Swiss and German civil services, an outside
consul tant, who uses substantially the sane nethodol ogy devel oped by the

Conmi ssion, was retained for the detail ed pension and health insurance anal ysis.
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The consultant al so uses this nmethodol ogy in contractual work with other
clients, including United States Governnent agencies. As part of the

nmet hodol ogy, the German and Swi ss sal aries, which were considerably above those
of the United States federal civil service, were adjusted in the context of
total conpensation conparison. These adjustnments took account of:

(a) cost-of-living differences between Washi ngton and the headquarters cities of
the potential conparators; and (b) differences in work tinme. The effect of
these detailed adjustnents in the case of the Swiss and German civil services is
reported in paragraphs 142 and 164 to 166 respectively.

128. The net hodol ogy used for the cost-of-living nmeasurenent between Washi ngton
D.C., and the capitals of the potential conparators was identical to that used
for New York/Washi ngton cost-of-living nmeasurements. As a result, both renters
and honmeowners were included in the conparison even though a strong technica
argunment could be nade to include only renters, since the results of the

i nternational conparisons relate to appropriate |levels of United Nations commopn
systemrenuneration, i.e., based largely on a renter population. The inclusion
of renters would have | owered the anopunt by which German and Swi ss sal aries were
deflated for cost-of-living differences (i.e., the German and Swi ss salaries to
be conpared with United States sal aries woul d have been higher). Furthernore,
the standard cost-of-living differential methodol ogy devel oped for use in United
States/ United Nations conparison represents a conservative approach as it
applies negative adjustnents to the potential conparators' renuneration. By
contrast, neither the Swiss nor the Gernmans adjust negatively the salary levels
of their base cities (Bonn and Berne) when assigning staff to Washi ngton

129. In the context of the application of the Noblemaire principle, the

Commi ssion was provided with information on the |level of expatriation benefits
for the German, Swiss and United States civil services. The information showed
that expatriation entitlenents for all three civil services (United States,
German and Swiss) represented at | east 30 per cent of base salary, compared with
a 15 per cent margin in the common system for expatriation and other costs. In
addi ti on, housing was normally provided at a subsidized | evel

(b) Grade equival enci es and renunerati on conpari sons with the Swi ss civi
service

I nt roducti on

130. The Conmi ssion was presented with the results of the conmparison with the
Swi ss federal civil service. The grade equival ency study included a sanple of
105 jobs in the Swiss civil service which had been graded against the | CSC
Master Standard in accordance with the standard nethod and process described in
par agraph 124 above. The validation exercise by Swiss classification
specialists had resulted in a confirmation rate of over 90 per cent.

131. In respect of the total conpensation conparisons, the consultant reported
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that Swiss civil service pension and health insurance benefits were val ued

consi derably bel ow those of the United States federal civil service. Sw ss
civil servants paid half the cost of pension benefits, whereas the United States
paid for nore than half of this benefit for its enployees. As regards health

i nsurance benefits, the Swiss civil servants paid virtually the entire cost of
the coverage, while for United States civil servants, coverage was subsidized by
the enployer. Swiss civil servants had approximately the sane anmount of | eave
as United States federal civil servants, while weekly work hours (42 hours) were
hi gher than in the United States federal civil service (40 hours per week).

132. Adjustnent for differences in work tine between the Swiss and the United
States civil services had al nost no inpact. The effect of the cost-of-1living
adj ust mrent between WAshi ngt on and Berne had been to reduce Swi ss salary |evels.
Prior to such adjustnent, they were considerably above those of the United
States federal civil service. The total conpensation results for the Sw ss
federal civil service are shown in table A of annex VI to the present report.
Resul ts showi ng the conparison for the nmain conponents of total conpensation
(sal ary, pensions and health insurance) are given in table B of the sane annex.
Al so shown in the annex is the actual net Swiss salary before and after
adj ustment for cost-of-living differences between Berne and Washi ngton, and for
wor k-ti me standardi zati on.

133. The results of the total conpensation conparison between the United States
and the Swiss civil services showed that the renuneration package of the Sw ss

civil service was 85.8 per cent of the United States civil service.

Vi ews of the organizations

134. CCAQ wi shed to rmake sonme general conments on the total conpensation

met hodol ogy used for renuneration conpari sons, which applied equally to
conparisons with the German civil service (see paras. 143-171 below). CCAQ was
firmy of the view that total conpensation was the correct basis for conparisons
between civil services. The value of, inter alia, health insurance provisions
and particularly pension arrangenments was very inportant in the recruitnment and
retention of staff.

135. CCAQ was pl eased that the consultant responsible for cost-of-1living

measur enents between New York and Washi ngton (Runzhei ner) had been sel ected for
the current exercise. Unlike many other readings of cost-of-Iliving
relativities, the Runzhei mer nodel had the distinct technical advantage of being
reversibl e.

136. Application of the total conpensation nethodol ogy, as established by the
Commi ssi on and approved by the General Assenbly, showed clearly that the Swi ss
civil service was not the highest paid. However, the expatriate benefits paid
to non-diplomatic Swiss civil servants were significantly higher than those of
the conmon system
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Views of the staff representatives

137. The representative of CCl SUA wel coned the conpletion of phase Il of the
study of the best-paid national civil service under the nethodol ogy established
by the Conmission in 1991. |In the past, political considerations had been
brought to bear in addressing this issue, including the Comrission's decision to
divide the study into two phases, which had delayed its conpletion by severa
years. CClI SUA hoped that the Commi ssion would now approach the study of this
question on technical grounds. The analysis before the Comr ssion was based on
a total conpensation conparison approach under which all renmuneration and
benefits elenments in the Swiss and German civil services had been quantified and
conpared with those provided by the current conparator. Wth regard to
expatriate benefits, she noted that only an indication of orders of nmagnitude
had been given in the secretariat docunents, since the Conmi ssion had yet to
devel op a net hodol ogy for quantifying such benefits. In 1981, |CSC had
indicated its intention to devel op such a nethodol ogy, but it was still to do
so. Prelimnary estinmations showed, however, that the German, the Swi ss and the
United States expatriation benefits were considerably nore generous than the
United Nations expatriation package.

138. She pointed out that total conpensation conparisons were essential not only
because sone national civil services assigned greater inportance to benefits
than renmuneration and it was crucial to capture this aspect in the conparisons,
but al so because of the existence of a fixed margin range. CClISUA therefore
bel i eved that the Comm ssion should resunme its former practice of carrying out
total conpensation conparisons with the United States federal civil service
Finally, she noted that the Swiss civil service renmuneration had been adjusted
over the years to take into account consuner price index (CPl) novenents, which
was not the case with the renuneration of the current conparator.

Di scussi on by the Commi ssi on

139. The Conmi ssion confirmed the results of the grade equival ency study and
noted that the validation exercise carried out with Swiss classifiers had
resulted in a highly satisfactory confirmation rate of over 90 per cent. The
Conmi ssion reviewed the application of the total conpensation nethodol ogy to the
health and retirenent benefits of the United States and the Swi ss federal civi
servi ce.

140. One nenber inforned the Conm ssion that corporations in his country did not
favour the type of total conpensation conparisons that took into account only
sal ari es and benefits but ignored the w der social and econom c context. He
believed that a w der focus was required for international conparisons,

i ncl udi ng consideration of the provision of free or subsidized public goods and
services, particularly with regard to health, education and other human
services. He pointed out the differences between Switzerland and the United
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States and contrasted the results of the total conpensation conparisons, which
showed Swi ss civil service inconmes bel ow those of the United States while Sw ss
per capita incone far exceeded that of the United States.

141. 1CSC further noted that Swi ss expatriate benefits were estinmted as
exceedi ng donestic civil service base salary |evels by at |east 30 per cent.
This was seen by sonme nenbers as further indication that a margin range of 10
to 20 was not realistic.

142. 1CSC concluded that, in view of the results of the total conpensation
conpari son, which showed the United States civil service to be ahead of the
Swi ss federal civil service by 16 per cent to 17 per cent, the Swi ss federa
civil service could not be considered as an alternative to the current
conparator civil service

(c) G ade equival enci es and renunerati on conparisons with the German civil
service

I nt roducti on

143. The Conmission had reviewed at its forty-first session the results of the
grade equi val ency study conducted in accordance with the established nmethodol ogy
and process described in paragraphs 124 and 125 above, building also on the
experience of the 1981 equival ency study with the German civil service. The
nunber of occupational groups included in the 1994 study had been augnented to
i ncrease the representation of common systemjobs. The sanple of 103 jobs used
in the survey had included occupational groups covering 75 per cent of commpn
system jobs. Mst of the jobs were perfornmed by staff in the Beante group

al t hough some jobs in the Angestellte group had been included; these accounted
for 16 per cent of the sanple, representing the proportion of Angestellte to
Beante jobs in federal mnistries in Bonn.

144. The Conmission was infornmed at that tinme that it had not been possible to
conduct a validation exercise with the German civil service, although an initial
nmeeting had been held with a Gernan official. As at the tine of the 1981
equi val ency exercise, the Gernman Governnment nmintained a series of grade
equi val encies for its own purposes; however, the basis for those equival encies
was not specified. The Conm ssion had decided to proceed with further
remunerati on conpari sons on the basis of the proposed equival encies, subject to
refinenments that might be required as a consequence of the exercise to validate
the grade equival encies on the basis of the ICSC Master Standard. It agreed
that the secretariat should follow up on the matter. Further attenpts in this
regard during the inter-sessional period had resulted in a nenber of the | CSC
secretariat travelling to Bonn, inter alia, to follow up efforts to encourage
the German Governnment's participation in a validation exercise. Despite
multiple attenpts on the part of the secretariat, it had not been possible to
secure the agreenment of the German Government to proceed with a validation
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exerci se.

145. I n accordance with the Comni ssion's decision, the secretariat had proceeded
with the total conpensation conparisons, using the established nethodol ogy as
descri bed above. The consultant's report showed that the German civil service
provi ded pension and health insurance benefits superior to those of the United
States federal civil service, primarily because of the |ack of an enpl oyee
contribution for both pensions and health insurance by Gernman civil servants
(Beante). German civil servants' work hours were |l ess than those of the United
States federal civil service, while vacation periods were |onger. Adjustnments
for work time had had the effect of increasing Gernan salary |evels.
Adj ustnents for cost of |iving between Washi ngton and Bonn had defl ated German
salary levels by some 20 per cent. Prior to any adjustment German salary |evels
were higher than United States salaries. The total conpensation results for the
German civil service are shown in table A of annex VII to the present report.
Resul ts showi ng the conparison for the nmain conponents of total conpensation
(sal ary, pensions and health insurance) are given in table B of the sane annex.
Al so shown in the annex is the actual net German salary before and after
adj ustment for cost-of-living differences between Bonn and Washi ngton, and for
wor k-ti me standardi zation. The results of the total conpensation conparison
between the United States and the Gernman civil services showed the renuneration
package of the German civil service to be 110.5 per cent of the United States
civil service

Vi ews of the organizations

146. CCAQ had taken note of the exchanges with the German civil service and the
visits made by the secretariat to discuss the findings of the study in respect
of both grade equival encies and remuneration conparisons. CCAQ for its part,
had full confidence in the grade equival ency results, which were based on a
sound job classification approach. That was the only acceptabl e manner of
conparing job | evels between civil services; any attenpt to work through job
titles or ranking would totally defeat the integrity of such an anal ysis and
woul d not provide a sound basis for matching jobs of conparable worth.

147. Wth regard to renunerati on conparisons, CCAQreiterated the inportance of
the total conpensation approach. Both the German and the United States civi
servi ces provi ded generous pension arrangenents to their enployees, but the
United States pension systemwas partly funded by the federal civil servants,
whereas German civil servants made no contribution to their pension fund. That
di fference had significant renmunerati on consequences.

148. CCAQ supported the findings of the study that the Gernman civil service was
the highest-paid civil service. There was thus a gap between the renuneration
of this highest-paid civil service and that of the United Nations compn system
which was in derogation of the Noblermaire principle. He recalled that ACC had
endorsed the conclusion of the June 1995 neeting of senior adm nistrators that,
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in the event of such a finding, there should be an upward adjustnent of the
margin range in order to begin to close the gap

149. The representative of the United Nations requested clarification as to
whet her the validation exercise was a formal requirenent under the approved
met hodol ogy.

150. At the tinme of the Comni ssion's adoption of its annual report dealing with
this issue, the Chairman of CCAQ expressed the organi zations' concern with
regard to attenpts to present the United States/Gernman conparisons in terns of
net renuneration ratios which were not part of the agreed nethodol ogy.

Views of the staff representatives

151. The representative of CClI SUA wel coned the grade equival ency results. She
noted that there were certain sinilarities between the commopn system and the
German civil service that did not apply to the current conparator. These
included: (a) the requirement for nore than one | anguage: CCl SUA believed that
if the current conparator was retained, a factor should be cal cul ated for
application to margi n conparisons to take this into account; (b) a university
degree was a requirenent - this was not the case in the United States federa
civil service; and (c) seniority/age were recognized as in the United Nations
civil service. These characteristics probably nade the German civil service a
nore adequate conparator than the current one.

152. Fromthe total conpensation conparison carried out in accordance with the
met hodol ogy adopted by the Commission in 1991, it was clear that the Gernman
civil service paid its enployees salaries that were, on average, 15 per cent

hi gher than those of the current conparator (see also the comments of the CCl SUA
representative on total conpensation conparisons in paras. 137 to 138 above).
Ref erences to net renuneration comparisons at the current stage were

i nappropriate. On the basis of net renuneration alone, the Swiss civil service
was far ahead of the current conparator. |[|f that was the criterion to be used -
and that meant changing the current mnethodol ogy - the Conmi ssion should reopen
the consideration of the Swiss civil service. She stressed that conparisons
wer e being established between the current conparator and other potenti al
conparators, wi thout reference to the United Nations.

153. Domi nance consi derations as they applied in the context of net renuneration
conpari sons between the United Nations and the United States federal civi
service were, therefore, not relevant to this issue. Attenpts at reducing

dom nance in the Gernman civil service were a nmisuse of a statistical procedure
as a pretext for avoiding proper renuneration conparisons. Such a statistica
met hod could only be applied with regard to a renuneration systemlike the
United States federal civil service, which had had recourse to a proliferation
of pay systens ained at overconming its |ack of conpetitiveness. The Gernman
civil service, on the other hand, was a nonolithic system and there was no
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technical reason for reduci ng dom nance of any ki nd.

154. The CClI SUA representative added that the use of an outside source instead
of the post adjustnment indices for estimting purchasing power differences was
al so a major inprovenent. The salaries of the German civil service, unlike
those of the current conparator, had been adjusted by cost-of-living novenents,
whi ch explained to a |large extent its conpetitiveness vis-a-vis that of the
United States federal civil service

Di scussi on by the Commi ssion

155. The Commission recalled that at its forty-first session it had been
inforned that the German authorities had reservati ons about certain aspects of
the grade equival ency study and that they maintained a different set of grade
equi val encies for their own purposes. The Conmi ssion had concl uded that since
the equival enci es presented by the secretariat were based on an anal ysis of
conpar abl e duties and responsibilities under the I CSC Master Standard, there was
no reason to nodify the results of its studies. As noted in paragraph 144
above, it had decided that renmunerati on conparisons should proceed on the basis
of the proposed equival encies, subject to refinenments that nm ght be required as
a consequence of the validation exercise.

156. Subsequent attenpts by the ICSC secretariat to follow up on the validation
exerci se had, as also noted above, proved fruitless. During the course of its
forty-second session, the Commi ssion was apprised, by neans of two fornal
letters and other less formal contacts, that the Gernman authorities contested
the results of the grade equival encies, which they considered as being one grade
too high. Their reasons were twofold: the limted scope of the sanple selected
for the exercise and the questionable applicability of the Master Standard to
German federal civil service posts.

157. The Conmi ssion was concerned that it had not been possible, despite the
efforts made, to carry out a validation exercise with the classification
specialists of the German civil service. It noted that validation exercises had
been very successfully carried out with the current conparator and, in the
context of the current studies, with the Swiss federal civil service, the Wrld
Bank and OECD. These exercises had resulted in confirmation rates of

90 per cent and nmore. Sone di scussions took place on the inport of the concerns
rai sed by the German authorities. For sone, the information now presented

rai sed serious new concerns; others considered that in essence the information
added nothing to what had al ready been known at the forty-first session, when
the Conmi ssion had approved the grade equival ency results in principle and had
agreed to proceed with the exercise. As regards the various issues raised by
the German Government, the Commi ssion considered that it was not its place to
specul ate about reasons: it should deal with the issues on a technical basis.

158. It was noted that the validation exercise was not part of the fornmal
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met hodol ogy for identifying the highest-paid national civil service, but rather
a practice that had devel oped over the years with the current conparator. There
could therefore be no question of the entire process being held hostage to the
validation. It was none the | ess incunbent upon the Conmmi ssion to exam ne

whet her the concerns underlying the conpetent German authorities' reluctance to
engage in a validation exercise were relevant in terns of the paraneters of the
st udy.

159. The Conmi ssion proceeded to analyse in detail the two main issues raised by
the German authorities. The first revolved around the fact that all the jobs
included in the grade equival ency study were located in the federal mnistries;
in the German authorities' view, executing agencies should also have been
covered. The Conmission was informed that the established process called for a
conpari son between jobs at the headquarters/base of the two systems. The
initial selection of jobs for the grade equival ency exerci se had been made
jointly by the ICSC secretariat and officials of the German Governnent. There
were no executing agencies in Bonn, the headquarters of the German federal civi
servi ce; hence, those agencies had not been included. 1In this connection, the
pl anned rel ocation of the Gernman federal civil service to Berlin was discussed.
It was recalled that that matter had been tabled at the time of the initiation
of phase | of the study but had not been pursued. It was also noted that the
executing agenci es were conposed predom nantly of Angestellte staff. The
Commi ssion recalled that the sanple selected for the current study included
Angestellte jobs in the ministries. The results showed no discernible
di fference between grading patterns in the Beante and Angestellte groups, except
that there were practically no Angestellte positions at grades equivalent to P-5
and above. The grading pattern between Angestellte and Beante determn ned by
application of the I1CSC Master Standard was, noreover, supported by the grade
equi val enci es established between the two groups by the German authorities. A
vi ew was none the | ess expressed that, because the executing agenci es had not
been included in the study, it was not possible to ascertain whether the sane
correlation in grading patterns existed between staff in the ministries and
those in the executing agencies. The secretariat responded at several points
that German officials had informed the secretariat that there was no difference
in duties and responsibilities between Beante and Angestellte.

160. One nenber was al so not convinced of the statistical validity of the sanple
selected. The secretariat pointed out that the sanpling techniques enpl oyed had
measured the renmuneration of 95 per cent of German civil servants within

+2 per cent. In statistical terms, that was tantanount to a 95 per cent |eve

of confidence in the results. The sanple for the German study was
proportionately larger than that used for the United States grade equival ency
studi es. The Conmi ssion had accepted the sanpling techniques used in all other
such studi es.

161. On the issue of the applicability of the |ICSC Master Standard to the Gernman
civil service, which did not follow a fully rank-in-post approach, the
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Conmi ssion was inforned that the approach used in all grade equival ency studi es,
prior and ongoi ng, had been to neasure the nature of the work perforned, not the
qualities of post incunbents. |In the case of the German civil service, that had
been done through a rigorous process of on-site interviews and corroboration of
the results by two classifiers, with the full cooperation of all the nministries
concerned. \Wat had energed was that even though the German civil service had a
rank-in-person conponent, it was possible to neasure the relative worth of jobs
on the basis of job content. The secretariat noted that experience with the
Seni or Executive Service of the current conparator (which followed an in-person
approach) and with the Swiss civil service (which had a hierarchical career
structure simlar to the German civil service) supported the applicability of
the Master Standard to situations that were not strictly rank-in-post. That

expl anation notw t hstanding, a few nenbers of the Comm ssion renai ned concerned
about the Gernman authorities' view that the grade equival encies resulting from
the study were one grade too high. |In that connection it was observed that the
German aut horities had not provided any supporting naterial for this statenent
and no information had been provided as to the classification criteria used for
such conpari sons. The Conmmi ssion was al so provided with the results of an
alternate Gernman/ United States conparison, using grade equival encies established
by CECD (on the basis of which annual renuneration data were provided by Gernany
to CECD) and | CSC- approved OECD equival encies. This showed German civil service
total conpensation to be 113.7 per cent that of the United States federal civi
service (see annex VIII). That finding indicated that the grade equival encies
arrived at in the current 1CSC study were, if anything, conservative.

162. Sonme members suggested inviting a representative or representatives of the
German authorities to review the specifics of their concerns. 1t was concl uded
that that would not be feasible for a nunber of reasons. It was al so queried
whet her such an exchange woul d add nuch to a discussion the paranmeters of which
were al ready wel |l understood.

163. Sonme menbers were of the view that the equal weights approach that the
Conmi ssion had decided to apply to pay systens in the United States federal
civil service should also be applied to the Beante and Angestellte groups of
staff in the German civil service, in order to reduce the domnmi nance of the

Beante group. It was noted by others that dom nance reduction in the case of
the United States federal civil service had been a policy decision designed to
tackl e an unconpetitive situation. It was difficult to see how that |ogic

applied to the case of the German civil service, which had two conpetitive pay
systens with total conpensation packages that were within three or four
percentage points of each other. 1In any event, if such an approach were taken
the total conpensation margin between the United States and the German civi
services woul d change by just 3.2 percentage points.

164. The Conmi ssion exanined the issue of the inpact of exchange rates on the
cost-of-living differentials. It was inforned by the secretariat that the tota

conpensati on conpari son had been derived using both price and salary conponents.
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These incorporated exchange rate adjustnents that cancell ed each other out;
exchange rate fluctuations thus had no inpact on the conpensation conpari son

In essence, the total conpensation conparison was a real incone conparison which
was unaffected by exchange rate fluctuations. It was, however, observed that if
a cost-of-living differential had not been applied to deflate the Gernan and

Swi ss conparisons (by 20 per cent and 33 per cent, respectively), they would
have shown nuch hi gher ratios, although they would have been subject to the ful

i npact of exchange rate fluctuations.

165. Sonme nenbers said it was an error to deflate salaries for cost-of-Iliving
differentials, because when the nmethodol ogy to take this el enent into account
had been devel oped the price levels in the potential conparators were | ower than
in the current conparator. Therefore, in order to attract and retain nationals
of those countries it would be necessary to increase their national salaries by
the cost-of-living differential. Wen, as in the cases under discussion, the
price levels of the potential conparators were higher, it was not logical to
expect Swiss and Gernan nationals to be attracted by | ower salaries even if the
cost of living were |lower. These cal cul ations should therefore be considered
flawed; the Swiss and Gernman conparisons should be increased by 33 per cent and
20 per cent, respectively.

166. The Conmission reviewed in detail the application of the total conpensation
met hodol ogy to the health and retirenent benefits of the United States and the
German federal civil services. Wth regard to these conparisons, nenbers of the
Conmi ssi on sought and received clarification on a nunber of nmethodol ogical and
other issues. The question was raised as to whether the frane of reference used
by the consultant for pension and health insurance schenes - the entire United
States federal civil service population - was appropriate; sone nenbers
suggested that the health schenmes eval uated shoul d have been those rel evant only
to the United States civil service population in Washington. The study of the
German versus the United States health and pension benefits did not conpare |ike
with like. The value of the German benefits was derived froma sanple of 100
jobs taken frommnistries in Bonn, which was not representative of the German
civil service as a whole. On the other hand, the United States benefits were
based on the nationw de population and did not reflect the sanple drawn in
Washington. In fact, only two of the health plans used in the conparison were
anong the top six plans of choice in Washington. It was noted, however, that
this approach woul d depart fromthe standard popul ati on used in the exercise and
in any event would not inprove the technical validity of the exercise. 1In
regard to this and other points raised regarding the relative worth of benefits,
the Conmission was infornmed that the approach used by the consultant to anal yse
the German, Swiss and United States civil service benefits was the standard Hay
met hod. Under that nethod the relative value of the retirenent and health
benefit programres in the three civil services had been neasured, rather than
the absol ute values of the progranmes. Moreover, the benefits and premni uns of
national progranmes were set for the enrolment as a whole and not for enployees
in a specific geographical group. The standard Hay nethod could be adapted to

- 44-



meet any particular specifications, but in the current case would produce
marginally different results, i.e., approximtely 0.3 percentage points
difference fromthat neasured by Hay.

167. The Conmi ssion accepted that the results of the conparison derived froma
proper application of the established nethodol ogy, although the position of one
member was reserved as regards health insurance schemes. That nenber al so
considered that life insurance schenes should have been factored into the
equation (an observation applying also to the Swiss civil service tota
conpensati on conparison). The secretariat informed the Conmi ssion that it had
decided in the past to forgo life insurance conparisons owing to the mninm

val ue of the benefit.

168. Further discussion revealed that a very substantial majority of nenbers of
the Conmi ssion were satisfied that the study on the German civil service, which
had been carried out in accordance with the nethodol ogy established by the
Conmi ssion itself, was technically valid. Those nenbers thus accepted the
results of the study, i.e., that the German civil service was better-paid than
the current conparator. They further considered that that conclusion by a
substantial majority would have inportant inplications for the outcone of the
Conmi ssion's deliberations on the conpetitiveness of commpn system renuneration

169. Two nenbers considered that there were sone outstanding matters to be
resol ved, while acknow edgi ng that the potential existed for Germany to be the
conparator civil service. Two other nenbers had reservations on specific
techni cal aspects of both the grade equival encies and the renuneration

conpari sons and did not consider that Gernany was a vi able conparator or that
the data should be used to set conmpn system pay |levels. Sone nenbers stated
that although there were various technical interpretations of the conparisons,
those conparisons ranged from 107.3 for the npst conservative interpretation to
130.0 for a nore flexible application of the methodol ogy.

170. The Conmission noted that it seened difficult to bring the discussion on
the German study to a conclusion. Matters appeared, at |east tenporarily, to be
stymied in terns of validating the results of the grade equival enci es which
served as the basis for the renmuneration conparisons. That posed practica
problenms. A view was expressed that the situation was cause for concern as to
whether the entire process of identifying another conparator was a viable
undertaki ng. The Conm ssion w shed in that connection to reaffirmthe need to
respect the Noblemaire principle. It concluded that, notwi thstanding a strong
presunption in favour of the Gernman civil service as a conparator, the
conditions for changing the conmparator were not, under the current
circunstances, in place

171. Sonme menbers considered that the above conclusion should not preclude
further efforts to resolve outstanding differences with the German federal civi

service authorities; another view was expressed that the German civil service
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could not be the conparator and the matter should be put to rest.

Deci si ons of the Comm ssion

172. The Conmi ssion decided to report to the General Assenbly that, with regard
to the study of the highest-paid national civil service, it had concluded the
fol | owi ng:

(a) Wth regard to the Swiss civil service:

(i) On the basis of grade equival encies established by application of the
Master Standard to Swiss civil service positions:

a. The net renuneration of Swiss civil servants, before any
adj ustment for cost-of-living differential between Berne and
Washi ngton and standardi zation for | eave and wor k- hour
provi sions, was 53 per cent higher than that of the United States
federal civil service; 7/

b. The net renuneration of Swiss civil servants, after adjustnent
for cost-of-living differential between Berne and Washi ngton and
standardi zed to a United States work year, i.e., adjusted for

di fferences between the Swiss and the United States work
schedul es, was 2 per cent higher than that of the United States
federal civil service

cC. The retirement benefit of the Swiss federal civil service was
57 per cent in value of that of the United States federal civi
service;

d. The Swi ss federal civil service did not provide a subsidized

heal th-care benefit while the United States federal civil service
provi ded such a benefit to its enpl oyees;

e. Leave and wor k- hour provisions of both federal civil services
wer e approxi mately equal

f. The total conpensation conparison showed that the Swi ss civi
service was 85.8 per cent of that of the United States federa
civil service

(ii) Gven the overall superiority of rermuneration |levels of the United
States federal civil service denponstrated by the results of the tota
remunerati on conpari son between the Swiss and the United States
federal civil services, the Swiss federal civil service could not be
considered as an alternative to the current conparator civil service
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(b)

(i)

(iii)

Wth regard to the German civil service:

On the basis of grade equival enci es established by application of the
Master Standard to German civil service positions:

a. The net renuneration of German civil servants, before any
adj ustment for cost-of-living differential between Bonn and
Washi ngton and standardi zation for | eave and wor k- hour
provi sions, was 5 per cent higher than that of the United States
federal civil service; 7/

b. The net remuneration of CGerman civil servants, follow ng
adj ustment for cost-of-living differential between Bonn and
Washi ngton but wi thout standardization for |eave, work-hour
provi sions and required health-care and pension contributions,
was 14 per cent |lower than that of the United States federal
civil service;, 7/

cC. The net remuneration of German civil servants, after
st andardi zation for cost-of-living differences between Bonn and
Washi ngton, | eave and work-hour provisions as well as the
required pension contributions, was 8 per cent higher than that
of the United States federal civil service

d. Retirement and health insurance benefits of the German civi
service were superior, by 24 per cent to 28 per cent, to those of
the United States federal civil service primarily because of the
absence of any enpl oyee contributions for 84 per cent of the
civil servants in Bonn

e. Leave and wor k- hour provisions of the German civil service were
superior to those of the United States federal civil service;

f. The total conpensation conparison showed that the German ci vi
servi ce remunerati on package was 110.5 per cent of that of the
United States federal civil service

g. The Conmi ssion would continue to nonitor the total conpensation
of the German civil service and woul d update the current data
annual | y;

Not wi t hst andi ng a strong presunption in favour of the German civi
service as a conparator, the conditions for changi ng the conparator
were not, under current circunstances, in place;

In view of the request of the General Assenbly to exam ne all aspects
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of the application of the Noblemnire principle with a viewto ensuring
the continued conpetitiveness of United Nations conmpn system
remuneration, the superior conditions of the German civil service
Vis-a-vis those of the United States federal civil service could be
considered as a reference point for margin nanagenent.

5. Reference data on the Organisation for Econonic
Cooperation and Devel opnent and the Worl d Bank

I nt roducti on

173. As reported to the General Assenbly in 1994, the Conmi ssion decided, in the
context of its study of all aspects of the Noblemaire principle, to collect
information on the World Bank and OECD for reference purposes. To that end, the
Conmmi ssi on undert ook grade equival ency studies with those organi zati ons, which
followed the same pattern as other studies in the current round.

174. Both OECD and the World Bank had raised i ssues of detail with regard to the
equi val ency study and rel ated renunerati on conpari sons. These were resol ved
with both organizations, and validation exercises were conducted with the
classification specialists of the two organi zations. Those exercises resulted
in agreement rates of 95 per cent in the case of OECD and 100 per cent in the
case of the World Bank.

175. The Conmi ssion was inforned that, based on the results of the grade
equi val ency studies, CECD and World Bank renuneration |levels were 49.5 and
39.0 per cent, respectively, above those of the United Nations conmmpn system
Benefits of the two organizations, which were conpared to those of the common
systemon the basis of a review of benefit provisions, appeared nore val uabl e.

Vi ews of the organizations

176. The Chairman of CCAQ noted that the information provided in the
docunent ati on before the Conmi ssion confirnmed that the remuneration |evels of
the World Bank Group and those of the coordinated organi zati ons were
significantly higher than those of the United Nations conmpbn system at every

|l ocation in the world. Pension and health insurance provisions were also better
for the staff of those international organizations everywhere in the world.

177. It had been argued that the work carried out by the Wrld Bank and the
coordi nated organi zations was different fromthat of the United Nations

organi zations. That was sinply not correct. CCAQ had al ready presented | CSC
with a serious study of the work carried out by those international

organi zati ons. Sone comoDn system organi zati ons were working together with
those organi zations on joint projects. Wrld Bank staff thensel ves acknow edged
that the two entities were very simlar. Mreover, the Bank G oup bel onged to
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the United Nations system not the commpn system of salaries and all owances, but
the former systemwas linked to the Charter of the United Nations to achieve

i nternational cooperation and solve international problens of an econom c
social, cultural or humanitarian character.

178. Simlar parallels could be drawn between operations in sone parts of the
coordi nated organi zati ons and some parts of the United Nations comopDn system
The International Atom c Energy Agency (|AEA) and the European Atoni c Energy
Agency (Euratonm), on the one hand, and the International Civil Aviation

Organi zation (1 CAO and the European Organi zation for the Safety of Air

Navi gati on (EUROCONTROL), on the other, were but two exanples of entities that
undert ook joint projects and shared tasks and personnel

179. The infornmation presented to date confirmed that OECD and the World Bank
were significantly better enployers than the United Nations systemin terns of
both net pay and other benefits. In that connection, the CCAQ Chairman drew
attention to the World Bank's work/fam |y provisions. CCAQ saw those

i nternational organizations, which were conpetitors for staff, as inportant
reference points, anong others, in a fornmula on which the margin range woul d be
based.

180. During the discussion CCAQ drew attention to a report on the Wrld Bank and
the International Monetary Fund (I MF) recently issued by the General Accounting
Ofice. 8 The report noted, inter alia, that United Nations pay rates were
"substantially |lower" than those of the Wrld Bank because they were derived by
adding a prem um of at |east 10 per cent to United States Governnent rates.

181. The representative of the United Nations introduced information presented
by the United Nations and CCISUA. Information on job offers nmade by the World
Bank showed that the Bank was in direct conpetition with the United Nations for
staff. The nethodol ogy used by the Bank for determining its renunerati on was
based on a broad cross-section of the United States, French and Gernman public
and private | abour nmarkets. Conpensation was not set in order to conpensate for
hi gh-ri sk banking functions; in fact only a mnority of Bank staff were involved
in investnent banking activities. Mreover, the United States public-sector
remuneration | evels used by the Wirld Bank in its conparisons were taken at a

hi gher level than the points of conparison for the United Nations system

182. He noted also that it was clear that, in resolution 47/216, the Genera
Assenbly had expanded the interpretation of the Noblemaire principle to allow

for conparisons with other international organizations, such as the Wrld Bank

Views of the staff representatives

183. The representative of CClISUA drew attention to the detailed information
provided in the joint United Nations/CCl SUA presentation on the salary-setting
met hodol ogy used by the World Bank. That showed, inter alia, that the
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conpar ator pay systens sel ected, conbined with the use of the 75th percentile
wei ghting nethod, resulted in serious discrepancies between the renuneration of
comon system staff and those of the World Bank, even where United States
average figures were used as the point of conparison

184. She recalled that the conparison of United Nations and Worl d Bank pension
benefits showed that the latter benefits were at |east 30 per cent higher than
those of the common system Another inportant indicator was work-famly
arrangenents, an area in which the Wirld Bank was consi derably nore advanced
than the United Nations system

Di scussi on by the Commi ssion

185. The Conmission recalled that the information collected by the secretari at
on the Wirld Bank and OECD was reference data, linked to its discussion of the
Nobl emaire principle and the overall issue of conmopn system conpetitiveness (see
paras. 73-88). Thus, while the grade equival enci es had been conducted accordi ng
to the standard process used in the other studies, the resulting renuneration
conpari sons had been arrived at on the basis of a nore linmted (cash
conpensation) approach, owing to the reference nature of the studies. Sone felt
that a nore conprehensive conparison (including not only a broad range of

al | owances and benefits, but nmore qualitative elenents such as recruitnent
requirenents, nerit/seniority considerations, career span, security of

enpl oynment, etc.) would have been desirable. On bal ance, however, it was

concl uded that the investnment of tine and noney required would not be warranted
in the context of reference studies.

186. The Commi ssion noted that the OECD data showed a very sizeable difference
bet ween the renunerati on packages of OECD and the conmpn system using

Washi ngton as a base. Wile confirmng that the secretariat's use of Washi ngton
as the place of conparison was technically correct in terms of the established
met hodol ogy, the Conm ssion considered that Paris would also be a useful basis
for conparison (given that OECD had very few staff in Washington). The

Commi ssi on noted, however, that renuneration conparisons conducted with Paris as
the base yielded results virtually identical to those using Washi ngton as the
base of conparison

187. The Commi ssion took note of the information before it and concl uded t hat
the OECD grade equival ency exercise had been carried out in a professionally
rigorous nmanner. Furthernore, the validation rate was 95 per cent, based on a
review of the total sanple. The renuneration conparisons conducted on the basis
of those grade equival enci es showed the renunerati on package of OECD to be in
the order of 50 per cent above that of the United Nations system Note was al so
taken of the information presented by CCl SUA regardi ng OECD soci al security
provi sions. Although a full actuarial evaluation had not been carried out, the
CECD pension and health insurance schenes appeared to be nore generous than
those of the United Nations.
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188. An exchange of views then took place as to how rel evant the above
information was to the United Nations context. The question was raised whether
CECD, which was an organization with a limted nmenbership of nmainly devel oped
Menber States, could be an appropriate point of reference for a universally
based enployer like the United Nations system It was, however, pointed out
that COECD nenber States accounted for a significant proportion of both the
budget and the staff of the United Nations system over 55 per cent of commopn
system Prof essional staff were drawn from OECD nenber countries and those
countries provided approximately 80 per cent of the cost of United Nations
budgets. Ohers pointed out that the OECD renmuneration levels were paid
exclusively to the nationals of the 25 OECD nenber States. Sone considered
that, quite apart fromthe fact that the scope of OECD nenbership was expanding,
the inference that pay |evels mght be set bel ow the best because of the

uni versal nmenbership of the United Nations was contrary to the spirit of the
Nobl emai re principle.

189. Wth regard to the Wrld Bank, the Conmi ssion endorsed the grade
equi val ency exercise, which had resulted in a validation rate of 100 per cent.
It noted that the renuneration conpari sons based on those equival enci es had
resulted in salary levels that were 39 per cent higher for the World Bank than
the conmon system Furthernore, the World Bank Group retirenment and health

i nsurance schenes al so appeared nore generous than those of the United Nations
system although, as in the case of OECD, they had not been subjected to
actuarial scrutiny. The Comm ssion recalled the discussion it had had at its
May 1995 session as to whether the World Bank was an appropriate reference point
for the conmobn system The Commi ssion noted that jobs in the finance and

i nvest ment sectors/disciplines together accounted for around 13 per cent of
Worl d Bank Professional staff; econom sts, technical specialists and

adm ni strative specialists accounted for 18 per cent, 24 per cent and

13 per cent, respectively. The Conmi ssion took note of statements by severa
organi zati ons stressing the functional congruence between the United Nations
system and the World Bank. Organizations referred in that regard to a nunber of
joint programmes in which United Nations system and Wrld Bank staff worked side
by side on projects, performng the sane functions; attention was also drawn to
t he consequent problens of |oss of staff to the World Bank associated with such
situations. Wth the shifting dynam cs of progranme delivery, that occurrence
woul d only increase.

190. The Conmi ssion also took note of the additional information provided by the
United Nations and CClISUA. A significant degree of functional simlarity did

i ndeed exi st between the Bank and the common system overstressing the
simlarity was not, however, seen as helpful. 1In the final analysis, it had to
be recogni zed that the World Bank Group perforned a banking function

191. Sone considered that, in viewof its relatively small size and the fact
that essentially all its staff worked in Washington, the Wrld Bank did not
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present a significant challenge to the compbn systemon the international |abour
market. A view was al so expressed that differences in funding nodalities should
al so be taken into account: the international civil service was financed by
contributions from Menber States, whereas the World Bank was funded through the
profits generated (i.e., it was self-supporting). |In that connection the

Conmi ssion was inforned by CCAQ that the United States Treasury Departnent, in
commenting on the aforenentioned General Accounting Office report, 8/ had noted
that it was the borrowi ng countries that ultimately bore the cost of salaries
and benefits in the World Bank Group. That seened to CCAQ to contradict
assertions that the Wrld Bank Group was financially self-supporting

192. That being said, nost nenbers of the Conmmi ssion considered that the
collection of reference data on the World Bank had been a useful exercise that
had provi ded val uabl e insights. The Commi ssion sought to present the
information in a bal anced and objective |ight.

193. The Conmi ssion concluded, on the basis of the information before it, that
the conpensati on packages of the United Nations systemwere not conpetitive with
those offered by OECD and the World Bank Group for equivalent jobs requiring
simlar |evels of conpetence. That view, however, was not unani nous.

194. Noting that the nandate given by the General Assenbly in resolution 47/216
was quite broad and specified the need to maintain conpetitiveness, sonme nenbers
considered that it would be appropriate for the Commission to bring the
information regarding conpetitive enployers to the attention of the Genera
Assenbl y.

Deci si ons of the Conmi ssion

195. The Conmi ssion decided to note with appreciation the established grade
equi val encies for OECD and to report to the General Assenbly that:

(a) The staff of OECD was recruited fromits 25 nenber countries;

(b) On the basis of the established grade equival encies for OECD
remunerati on conpari sons nade in WAshington and Paris showed that CECD cash
remunerati on was above that of the United Nations conmon system|evels on the

order of 50 per cent;

(c) Although a full actuarial evaluation had not been conducted, it would
appear, on the basis of a review of benefit provisions, that:

(i) The OECD retirenent schene was nore generous;
(ii) The OECD health insurance schene was better than the United Nations
(New York) health insurance schenes because of the higher proportion

of expenses covered and the | ower enpl oyee contribution
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(d) On the basis of the above, it appeared that the conpensati on package
of the commpn system was not conpetitive with that offered by OECD for
equi val ent jobs requiring simlar |evels of conpetence.

196. The Conmi ssion decided to note with appreciation the established grade
equi val encies for the Wrld Bank and to report to the General Assenbly that:

(a) On the basis of the established grade equival encies for the Wrld
Bank, remuneration conparisons nmade at Washi ngt on showed that the World Bank
cash remunerati on was above that of the United Nations commobn system | evels on
the order of 40 per cent;

(b) Although a full actuarial evaluation had not been conducted, it would
appear on the basis of a conparison of Wrld Bank benefit provisions vis-a-vis
those of the comon systemthat:

(i) The World Bank retirement scheme was nore generous, inter alia,
because of a higher accrual rate;

(ii) The World Bank health insurance scheme was better than the United
Nations (New York) health schemes, inter alia, because of the
cost-sharing ratios (75/25 and 67/ 33 respectively);

(c) On the basis of the above, it appeared that the conpensati on package
of the commpn system was not conpetitive with that offered by the World Bank for
equi val ent jobs requiring sinlar |evels of conpetence.

197. Taking all the above considerations into account, the Comm ssion consi dered
that it would be appropriate to use OECD and the World Bank as reference

i ndicators for the conpetitiveness of United Nations systemsalaries. The

Conmi ssion al so agreed to reaffirmthe | ong-standing practice of conparisons
with the best-paid national civil service under the application of the

Nobl emai re princi pl e.

6. Base/floor salary scale and structure of the salary scale

I ntroduction

198. The Conmi ssion considered salary scale issues in relation to both the |eve
and the structure of the salary scale. The first consideration was a routine
one arising fromthe General Assenbly's introduction of the base/floor concept
with effect from1l July 1990. Resolution 44/198 provided for "the establishnment
of a floor net salary level for staff in the Professional and hi gher categories
by reference to the correspondi ng base net salary levels of officials in

conpar abl e positions serving at the base city of the conparator civil service"
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The base/floor systemnot only provides a mninmumlevel of renuneration for the
United Nations system staff but also serves as the reference point for

cal cul ating separation paynents, nobility and hardship all owance and hazard pay.
The base/fl oor scale is revised annually with effect from 1 March.

199. The Conmi ssion was inforned that, in view of the further novement of United
States federal civil service gross (i.e., before tax) salaries of 3.22 per cent
in 1995 (at Washington), an adjustnent of the commobn system s scal e of

3.089 per cent would be necessary in 1996 in order to keep the base/floor salary
scale in line with the conparator’'s scale. The established nmatching point
between the conparator's levels GS-13 and GS-14 is the nid-point of the conmon
system scale (P-4/Vl) at the dependency rate. Accordingly, it was indicated
that any restructuring of the commopn system scale would need to be anchored
around this P-4/VI point.

200. Docunentation analysing the possibilities for restructuring the common
system sal ary scale assuned that an increase in the P-4/VlI dependency rate
salary by 3.089 per cent would be recormmended without consolidation. The
observation which the Conm ssion had reported to the General Assenbly in 1994
that "the opportunity for revising the construction of the United Nations pay
scale would only arise upon the inplementation of a 'real pay' increase" 9/ was
also reflected in the | CSC secretariat docunents.

201. The Conmi ssion was remi nded that there were two nmain nmandates fromthe
General Assenbly of relevance to the structure of the salary scale. The first
was the request made in 1989, in resolution 43/226 of 21 Decenber 1988, that
consi deration be given to enhancing rewards on pronotion while reducing
financial rewards for longevity. The second nmandate arose from resol ution

47/ 216 (as reiterated in resolution 48/ 224) in which the Assenbly had requested
the Conmission "to continue to keep under review the structure of the salary
scale at all levels of the Professional and higher categories, taking into
account, inter alia, the overall level of the margin as established by the
General Assenbly and the inbalance between the margin levels for different

Prof essi onal grade |levels, and to report thereon to the Assenmbly at its
forty-ninth session". An initial report had been nade to the Assenbly at the
forty-ninth session and the review currently under way was anticipated to | ead
to the submission of a final report. It was recalled that the nmargin inbal ance
had been partly corrected over the past few years but that sone considerable
progress still remnined to be nade. This position is illustrated in table 1.

202. The Conmission was inforned that past considerations of salary scale
structure had provided a wi de range of options for changes in the nunber and

| evel of grades and steps of the salary scale. Associated with this had been
proposal s for changing the conditions under which staff proceeded through the
sal ary scale. However, as a salary scale was not an end in itself it was
necessary to reconsider the fundanental purpose of a scale so as to ensure that
results met the needs of the common system Accordingly, the renuneration

-54-



phi | osophy of the common systemrequired review before specific proposals could
be made for revision of the salary scale to change the enphasis of the pay
system between responsibility (job levels), seniority and other factors. In
this regard it was observed that certain new trends in renuneration practices in
the outside world could be pursued by a nunber of neans, including using some of
the newer renuneration practices adopted in the outside world. These included
the use of performance pay, broad banding and conpetencies. However, it was
apparent that nost of these potential changes were currently not ripe for
decision. In the case of conpetencies, the organization's design work was yet
to be conpleted and progress on performnce pay was wi dely recogni zed to be
prem sed upon the institution, and achi evenent, of significant reforns and

i nprovenents in performance appraisal systens. Thus while the appropriate

bal ancing of factors (job levels and seniority) within the existing renuneration
phi | osophy of a rank-in-post system could be discussed, there was little
realistic basis to expect radical change in the near future towards a ful
performance-based nmerit pay systemwhich significantly discounted seniority
factors. The questions renmining came down to an exam nation of appropriate
inter-grade and inter-step differentials bearing in nmind the overall salary
range (mininumto maxi nun) that would be required to accommpdate them and to
define appropriate career devel opnment expectations. As regards the |atter
considerations, it was al so observed that the conmmon system practice of hiring
significant nunbers of staff at the middle and higher |evels rather than just at
junior entry levels neant that conmpetitive rates of pay needed to be provided at
each and every level of the base salary scale.

203. The current scale structure was analysed in ternms of its evolution over the
past 30 years. The salary scale structure was described by four quantitative

indicators:

(a) The scale range, which conpared the maxi mum salary, D2, top step, to
the m ni num one, P-1, step |

(b) The inter-grade differentials;

(c) The inter-step differentials;

(d) The grade spans.
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Table 1. United Nations/United States net renuneration nmargin
(net of cost of living), 1991-1994

Grade 1991 1992 1993 1994
(reported) (reported) (reported) (reported)

P-1 152.6 153. 3 159. 8 134. 4

P-2 132.9 132.8 132. 7 126. 4

P-3 122.7 122.1 119.6 120.1

P-4 116. 3 115.5 111.7 112.2

P-5 112. 2 111.0 106. 5 111.3

D1 109.1 107.9 102. 8 98. 4

D2 106. 7 105. 4 100.1 99.5
P-1/D 2 gap 45. 9 47.9 59.7 34.9

It was reported that over tinme the salary scale had become quite conpressed, as
an uni ntended side-effect of post adjustnment consolidations. The result was a
mexi mumto-ni ni nrum sal ary range which had fallen from3.47 to 2.93. This range
conpared unfavourably with that of npst conparators (see annex | X). This
phenonenon had been acconpani ed by a reduction in the size of inter-grade
differentials and an increase in the maxi num nunber of steps from 10 to 15, and
as a consequence the rewards for promption vis-a-vis seniority had been
progressively eroded over a 30-year period. Calculations of the income which
m ght be derived froma career with no pronotions as opposed to a series of
pronotions showed only a marginal difference between the two careers. This
mar gi nal difference had itself narrowed significantly over the years with the
conpression of the scale (see annex | X, table E).

204. A range of options to inprove the scale were before the Commi ssion for
consideration. They did not extend to considerati on of adding or subtracting
grades or steps but rather concentrated on the possibilities for w dening the
sal ary scale range (maxi mumto m ni nun), wi dening sone of the inter-grade
differentials and reducing inter-step differentials. Al these techniques were
directed towards inproving rewards for duties and responsibility and | essening
those for seniority. It was also pointed out that revision of the P-1-to-D-2
scal e structure would have inplications for the upper echelon. 1In this regard
it was presuned that any changes proposed for the D-2 |l evel would not change the
inter-grade differential between the Under-Secretary-General and the Assistant
Secretary-Ceneral |evels on one hand and between the Assistant Secretary-Genera
and the D-2 |l evels on the other. The proposals were therefore based on the
assunption that whatever percentage changes in salary |evel were recommended for
D-2 posts would also apply to the two higher-level posts (Assistant Secretary-
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General and Under-Secretary-General).

Vi ews of the organizations

205. The Chairman of CCAQ fully supported the proposal for an adjustnent of
approximately 3.1 per cent in the base/floor, reflecting increases in conparator
| evels, with effect from1 January 1995. The manner in which the revision of
the base/floor was to be introduced was cl osely connected with the consideration
of the structure of the salary scale.

206. At issue was the construction of a scale that would neet a nunber of
criteria and be appropriate to the characteristics and needs of the

organi zati ons. CCAQ had expressed concerns about (a) the negative inpact of the
sal ary scal e on career progression and pronotion and (b) conpression at the top
of the scale which, inter alia, did not provide adequate recognition for
managers. The long-term objective should be a scale that properly rewarded
quality performance and fully reflected the dynami cs of organizational change.
In the short term every opportunity should be taken to inprove the structure of
the scale at the tine of real pay increases. Since it appeared that | CSC woul d
be proposing a real pay adjustnment in 1996, efforts should be nade to inprove
the structure of the salary scale, within the |linits of the overall increase.

207. The 1CSC secretariat's proposal for changing inter-grade differentials and
revising step levels would nove towards a | ess conpressed, |less seniority-driven
scale. \Wile those proposals were interesting, they rai sed concerns regarding
the bal ance between the potential increases at the | ower and higher grade

| evel s. CCAQ had therefore requested the I CSC secretariat to draw up a scale
whi ch woul d increase all grade and step levels by at | east the proposed anount
of the upward novenent of the base/floor salary scale. Higher increases would
be applicable at the top end of the scale, in order to help reduce conpression
The revised scale incorporating those criteria was based on the premi se that an
adj ust ment of approximately seven margi n points would be made, so as to bring
the margin to the md-point of 115. Those seven points had been divided into
three elenments: (a) a 3.1-point novenent at P-4, step VI; (b) two further
points of margin novenment to adjust inter-grade differentials in order to
deconpress the top of the scale; (c) the remaining 1.9 points would not be
incorporated into the base scale in order, inter alia, to retain relativities
with the conparator's base scal e; CCAQ proposed that those points should be
incorporated into the New York post adjustment. As a result of place-to-place
relativities, the same increase would take place at all other |ocations.

208. Wil e CCAQ had focused on how to restore the margin level to 115, it
bel i eved that the sane type of approach, which was sound and cost-effective,
shoul d be used if the margin were to be brought to a higher level (i.e., part of
the increase to be devoted to further nodification of the structure and the
other part to an across-the-board increase).
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Views of the staff representatives

209. The representative of CCl SUA supported the proposal for an increase in the
base/fl oor scale. She drew the Conmission's attention to the docunent that
reflected CCISUA's views on the | CSC secretariat's analysis and concl usi ons on
the structure of the salary scale. While CCISUA agreed with sone of that
analysis (in particular the conments relating to renuneration conparisons
between the United Nations and the United States federal civil service on the
basis of margin levels at individual grades), the conclusions it reached were
drastically different. The secretariat's proposals for revision of the
structure of the salary scale for the Professional and hi gher categories were
made on the basis of a 4.8 per cent increase in Professional renuneration

CCl SUA did not believe it was possible, in the context of such a small increase
and given the |ack of conpetitiveness of United Nations salaries at all |evels,
to provide for increases of the renuneration of staff at the D1 and D-2 | evel s
that were up to 10 tines higher in dollar terns than those to be granted to
staff in the Professional category.

210. Wth regard to conparisons of United States and United Nations renuneration
on the basis of individual margin ratios at the D1 and D-2 | evels, she noted
that margin ratios were unreliable for those purposes. Such ratios were arrived
at through aggregation of several renmuneration |evels per United Nations grade;
they were considerably influenced by the heavy weight of one occupation (nedica
doctors); and at the P-1 and D-2 | evels they were based on data on only

30 per cent of all the occupations used for nmargin calculations at the P-3
through P-5 levels. In addition, the gap between the margin levels at P-1 and
D-2, which had pronpted the General Assenbly to request that the structure of
the salary scale be revised, had been reduced from 45 per cent in 1992 to

28 per cent as a result of revisions in the margin methodol ogy.

211. If the intention behind the secretariat's proposals was to give | ess weight
to seniority and lay nore enphasis on levels of responsibility, it was hard to
understand why the current oversized scale, which had many nore steps than the
scal es of other international organizations such as OECD and the European Union
had been | eft untouched. The CClI SUA representative proposed that the nunber of
steps per grade should be reduced to match the number of steps in other
international organizations. It was also difficult to understand why seniority
shoul d be rewarded at the D1 and D-2 | evels through steady dollar increases per
step and penalized at the Professional |evels, where the dollar amunt of per-
step increases decreased with years of service.

Di scussi on by the Commi ssion

(i) Basel/floor salary

212. The Conmission noted that the proposed adjustnment to the |level of the
base/floor salary scale resulted fromthe application of an established

-58-



procedure and did not, in and of itself, give rise to problens. A significant

i npact of the proposed adjustnment would be on the allowances which were pegged
to the base/floor, notably the nobility and hardshi p all owance. The Conmi ssion
noted that concerns had been expressed in that regard. It observed that the

adj ustnments in the base/floor salary scale approved by the General Assenbly
since 1990 (when the system had been introduced) had accunul ated to

28. 32 per cent as of 1 March 1995 and woul d equal 32.3 per cent as of

1 March 1996 if the current proposals were approved. It was recalled that the
adj ust ment nmechanismcurrently in place had been nodelled on that of the
conparator and the increase in the conmmon system base/fl oor scale was therefore
inline with the salary scale adjustnents inplenented on the conparator side.
Adj ustnents were therefore designed to parallel those of the conparator; in fact
the conmon system adj ustnment arrangenents had a built-in 14-nonth tinme-1|ag
vis-a-vis the conparator. The Conmi ssion considered that the related inpact of
the base/floor salary scale adjustnent accurately reflected the decisions taken
at the time of the 1989 conprehensive review. The Conmm ssion further noted
that, in accordance with General Assenbly resolution 47/216, it would be
undertaking a review of the nobility and hardship schene in 1996. The question
of the base/floor salary |linkage would be taken up at that tinme, as the Assenbly
had request ed.

213. The Conmission recalled the General Assenbly's request that the Conm ssion
review and, if necessary, reconmend revised rates of staff assessment
consequential upon changes in the base/floor salary scale. In that context the
Conmi ssion invited the Assenbly to note that the substantial staff assessnent
change recommended in 1993 had foll owed a very extended period in which no

adj ust mrents had been nmade despite a nunber of changes in the base/floor scale.
Those staff assessnent changes had taken effect only on 1 March 1994. The
Conmi ssion had been infornmed by the United Nations that it was still too early
to assess their inpact on the status of the Tax Equalization Fund. G ven the
relatively small adjustnent in the base/floor scale recomended, any
consequential changes in the staff assessnent scale would al so be ninor.
Accordingly, no recommendation for revised staff assessnent rates was currently
bei ng made. The Conmm ssion woul d, however, continue to nonitor the situation
in conjunction with the United Nations, and nmake such recommendati ons in that
regard in the future as the evolving situation nerited.

214. The financial inplications of the inplenmentation of the base/floor salary
scale in the context of the mobility and hardship all owance, separation payments

and hazard pay are shown in paragraph 267 bel ow.

(ii) Structure of the salary scale

215. The Comm ssion began its consideration by noting that the potential for

i npl enenting any structural changes in the scale was entirely dependent upon
approval by the General Assenbly of related proposals for a real salary
increase. In the absence of a real increase it would not be possible to inprove
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the condition of sone levels of staff without having a negative effect on pay
| evel s of large nunbers of other staff. Such a situation could not be
cont enpl at ed

216. It was observed that discussion should proceed fromfirst principles before
attenpts were nade to settle particular technical points. The Comi ssion agreed
that the renuneration phil osophy of the comopn system should provide for an

i nproved pattern of rewards for pronotion vis-a-vis seniority. The overal
approach proposed by CCAQ was acknowl edged to be sound and represented an

i nprovenent over the initial secretariat proposals in that they guaranteed that
all staff would receive net renuneration increases of no |less than the

3.089 per cent base/floor increase which was to be proposed to the Genera
Assenbl y.

217. Nevertheless, the overall effect of applying markedly different |evels of
net renuneration increases to staff at different levels had to be taken into
account. \Wile the CCAQ proposals had the nerit of providing a floor amunt of
increase for all staff, there would be sone perceived inequities resulting from
any recomendati ons which provi ded percentage increases for the upper grades
whi ch exceeded those of the mddle and | ower grades by a factor of three. Wile
the technical reasons for such increases night be clear, given the past
conpression of the scale and the future need to inprove incentives, sone
nmoder ati on of approach was essential if unnecessary problens were to be avoi ded.
Menbers expressed a clear appreciation for the different positions taken on
this point by representatives of both organizations and staff. It was agreed
that a nore nuanced approach to the current problem was required.

218. The special needs of small technical agencies as well as those of field

staff in general were considered. It was apparent that, given the pattern of
md- to late-career recruitnent of many technical specialists, there were
speci al situations which the current salary scale did not nmeet well. In

particular, the absence of pronotion opportunities in the snaller units neant
that the scale needed to continue to provide for sone salary progression at the
sanme | evel of responsibility; otherw se such specialists would be without any

notivation or incentive to nmaintain productivity. In the light of this, nenbers
agreed with the CCAQ proposal which would | eave the inter-step differentials
untouched at all levels except the P-1 entry level. The P-1 inter-step would be

recommended for reduction fromits current level of 3.5 per cent to 2.8 per cent
of the value of P-1/1.

219. The particular needs of the snall technical agencies were further explored
in the |ight of past considerations which had been entertained for special
occupational rates. Sonme discussion ensued about the possibility of special
scales but it was noted that the overall limted size of the compn system and
the need to retain cohesion neant that the prospects for successfully pursuing
this option were no better than they had been a few years previously when the
matter had been explored in depth.
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220. It was observed that while the structure proposals had been exam ned in the
light of the P-1-to-D-2 situation there were inplications for the Assistant
Secretary-General and Under-Secretary-General levels as well as the higher-1level
ungraded officials. It was understood that as regards base salaries the current
proposal s would maintain the present Assistant Secretary-General/D 2 and Under-
Secretary-Ceneral / Assi stant Secretary-General inter-grade differentials.

221. In the light of the above, the Conm ssion agreed to nmake proposals to the
General Assenbly which noderated the CCAQ proposal by taking into account sone
speci fic proposals of the United Nations. As a result, the inter-grade
differentials would be nodified as shown in table 2.

Table 2. Inter-grade differentials, 1995-1996

(I'n percentages)

1995 1996
(current) (proposed)

| NTER- GRADE DI FFERENTI ALS AT THE UNDER- SECRETARY- GENERAL
AND ASSI STANT SECRETARY- GENERAL LEVELS

USG ASG 9.0 9.0

ASG D- 2 19.5 19.5

| NTER- GRADE DI FFERENTI ALS FOR GRADES REFLECTED I N
MARG N CALCULATIONS (i.e., GRADES P-1 TO D-2)

D-2/D1 11.5 13.7
D1/ P-5 11. 7 15. 7
P-5/P-4 18.4 19.2
P-4/ P-3 19.1 19.1
P-3/P-2 20. 6 20.1
P-2/P-1 26. 3 23.0
Range maxi munt i ni mum 2.93 3.02

(D-2/VI:P-1/1)

222. Sone concern was expressed that the resulting scale would not renpve all
i mhal ance in the scale vis-a-vis the United States federal civil service. The
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view was al so expressed that desirable scale structures have to be determned in
the light of the needs of the commpn system and that a carbon copy of the
conparator was not the goal. Nevertheless it was observed that very substanti al
progress had been made in solving the problem of inbalance. It was clear that,
by conparison with the situation existing in 1993, the mgjor difficulty at the
top of the scale had been resolved, as illustrated in table 3.

Table 3. United Nations/United States net renuneration
margin rati os by grade and year

G ade 1993 1994 1996 1997
(reported) (reported) (projected) (projected)
P-1 159. 8 134. 4 134.6 136. 8
P-2 132. 7 126. 4 128.0 129.9
P-3 119.6 120. 11 122.7 124.5
P-4 111.7 112. 2 110.8 112. 4
P-5 106.5 111.3 110.9 112. 7
D-1 102. 8 98. 4 114. 3 116. 7
D2 100.1 99.5 110.5 113.1
P-1/D 2 gap 59.7 34.9 24.1 23.7

Deci sions of the Comm ssion

223. The Conmi ssion decided to report to the General Assenbly on the follow ng
I'i nes:

(a) That its proposals with regard to the base/floor salary scale and the
restructuring of the scale were just one part of an overall package of neasures
to recomend to the General Assenbly for inplenentation. The |inkage of these
measures to restoring net renuneration levels at a nmargin |level of 115 by
scaling forward post adjustnment indices at all duty stations as of 1 July 1996
by 5.1 per cent and restoring overall conpetitiveness in the |ight of other
potential conparators was discussed and is reflected in paragraphs 257 to 259
bel ow,

(b) As far as the structure of the salary scale is concerned:
(i) Further to its report to the General Assenbly at its forty-ninth
session, it had conpleted its review of the salary scale structure for

the Professional and higher categories in the light of the relevant
provi sions of General Assenbly resolutions 43/226, 47/216 and 48/ 224;

-62-



(ii) The review had revealed that the current structure was not serving
adequately the needs of the commpn systemas it provided insufficient
rewards for undertaking higher |evels of duties and responsibilities
as a consequence of structural weaknesses in the salary scale,
including, inter alia, too low a rati o between the naxi rum and ni ni num
sal ary | evels;

(iii) The renuneration needs of the combn system should be nmet by
provi di ng:

a. Inter-grade salary differentials sufficient to reflect
appropriately the different | evels of duties and responsibilities
of posts at each grade as determ ned by application of the Master
Standard for classification

b. Adequat e rewards on pronotion throughout the grades so as to
ensure retention of well-qualified and experienced staff;

cC. Renmuneration sufficient to attract recruits at all grades,
bearing in nmnd the special need for the commpn systemto remain
a flexible enployer prepared to facilitate universality in
staffing at the early, mddle or |ater career stages;

d. A structure that would facilitate and reinforce perfornmance
managemnent ;

(iv) The inbalance in the scale structure as reflected in margin
measurenents with the current conparator had been significantly
reduced in all matters specific to the current conparison through the
foll owi ng neasures:

a. Di scontinuation of statistical methods (regression anal ysis and
square-root weighting) at variance with the purposes of nargin
neasur enent ;

b. Eli minati on of GS-7 grade equival encies in margin conpari sons;

C. The use of actual SES average sal aries per SES level in place of
the earlier use of a single SES average salary in conparisons;

(v) The renmining inbalance in the scale structure reflected the
conpression of the salary range between the maximum (D-2 top step)
salary vis-a-vis the minimum (P-1 step I). This conpression was the
result of a lack of fit between the renmuneration philosophy of the
comon system and the relative rewards actually provided by the
current scale for responsibility vis-a-vis seniority;
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(vi) Inter-grade differentials should be adjusted and w dened in the upper
part of the scale to expand the overall salary scale range between P-1
and D-2 to address the inbalance in (v) above. The Under-Secretary-
General / Assi stant Secretary-General and Assistant Secretary-
General/D-2 inter-grade differentials should be nmaintained at their
current percentage |evels;

(vii) The current nunber of grades and steps should be retained in a single
scale for the Professional and hi gher categories;

(viii) The P-1 grade should be retained and its use encouraged by,
inter alia, raising the entry-level salary vis-a-vis the rest of the
scale. The value of steps for seniority at that |evel should be
trimmed;

(ix) The within-grade increnent steps should continue to be granted with
the current periodicity, but organizations should ensure that such
steps are not granted to staff irrespective of performance;

(x) The net base/floor salary at the P-4/VI dependency |evel should be
increased to $55, 795 (equivalent to 3.089 per cent), with effect from
1 March 1996, in order to reflect the conparator's gross salary
adj ust mrent of 3.22 per cent of 1 January 1995

(c) The salary scale provided in annex X has been arrived at on the basis

of the above considerations and should be introduced as the new base/fl oor
sal ary scale, without consolidation of post adjustnent, effective 1 March 1996

7. Suppl enentary paynents and deducti ons

I nt roducti on

224. Suppl enentary paynents by the Governnents of certain Menber States to their
nationals, either during or follow ng enploynent in the international civi
service (together with the obverse practice of deductions from salary), have
been di scussed periodically by ICSC practically since its inception. Follow ng
the last review of this matter by the Conmi ssion, in 1990, the Ceneral Assenbly,
in section | X of its resolution 45/241 of 21 Decenber 1990, requested the

Conmi ssion to study the practice of supplementary paynents and deductions and to
propose neasures to resolve the problem Subsequently, CClISUA, which saw the
matter as an inportant conponent of the studies relating to the application of

t he Nobl enaire principle, had requested ICSC to review the practice in that

cont ext .

225. 1 CSC consi dered updated information on the subject collected fromtwo
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sources: (a) the organizations, concerning action taken to deter staff nenbers
from accepting suppl enentary paynents; and (b) Menber States, as to whether they
wer e engagi ng in supplenentary paynents, deductions from salaries or associated
practices. Information from organizati ons showed that ei ght organizations and
programes (the United Nations, the United Nations Devel opnment Progranme (UNDP)
the United Nations Relief and Works Agency for Pal estine Refugees in the Near
East (UNRWA), the International Trade Centre (UNCTAD/WO), the Food and
Agriculture Organi zation of the United Nations (FAO), the Wrld Food Progranme
(WFP), the United Nations Industrial Devel opnent Organization (UNIDO and the

I nternational Atomi c Energy Agency (I AEA)) had issued specific witten
instructions to staff inform ng themthat supplenentary paynents contravened
staff regulations. Information on other action taken by organi zati ons was al so
provi ded.

226. As in previous inquiries, information from Menber States had been sought by
means of letters fromthe ICSC Chairnman to the States Menbers of the United
Nations. At the tine of adoption of the present report, replies from 72 Menber
St ates had been received.

Vi ews of the organizations

227. The Chairman of CCAQ expressed appreciation for the updated information on
the practice of supplementary paynents, a practice that CCAQ continued to
deplore. For CCAQ the continuing existence of supplenentary paynments was yet
one nore indicator, even if not the nobst significant one, of the
unconpetitiveness of commpn system pay | evels. The organizations trusted that
the Conmi ssion would nake a strong statenment to the General Assenbly on a matter
which, in earlier days, it had considered to be in flagrant contravention of the
Charter of the United Nations. To that end CCAQ fully supported action to deter
and nmonitor such practices, although it noted the practical difficulties of
tracki ng post-service equalization paynment arrangenents.

228. The representative of the United Nations said that the Secretary-Cenera
had consistently taken a strong position of principle against the practice of
suppl ementary paynents. The United Nations was currently working on procedures
for nmonitoring conpliance with directives issued in that regard, which would

i ncl ude nmeasures for disciplinary action agai nst any staff nenbers receiving
such paynents.

Views of the staff representatives

229. The representative of CCl SUA said that although the Coordinating Comrittee
had requested that this item be placed on the agenda in the context of ICSC s
review of the application of the Noblemaire principle, it emanated froma
General Assenbly mandate in resolution 45/241. The Conmi ssion had not addressed
the question since 1990. There were two aspects to the issue of supplenentary
paynents. One was that supplenentary paynents were in violation of the
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organi zations' staff regulations. The other was that they were necessary
because commpn system renunerati on was not conpetitive enough to attract the
nationals of certain Menber States. CClSUA had concentrated on the first aspect
in 1990 and was now focusing on the second. CCISUA regretted that the rate of
response had been, once again, so low, it would perhaps have hel ped had letters
to Menber States been sent out earlier. Wth regard to deductions from
salaries, it appeared that there had been sone inprovenent in the situation

al t hough the problemdid not seemto be conpletely solved. Addressing the
statement in the letter dated 19 June 1995 fromthe United States (see annex Xl)
that "between 1989 and 1993, 878 federal enployees were seconded to United
Nat i ons agencies or other international organizations" and that "during these
five years, only 26 individuals qualified for the [equalization] allowance"

CCl SUA said that, for the information to be meaningful, it would be necessary to
know how nany federal civil service enployees had |left the commpn system

or gani zati ons.

Di scussi on by the Commi ssi on

230. 1 CSC noted that supplenentary/equalization paynents, i.e., top-ups to the
regul ar enolunents of staff, mght take the formof: (a) nore or |ess
structured arrangenents for meking paynents to staff either during enploynent in
the international civil service or on return to national service; and

(b) provision, on an ad hoc basis, of an el enent of expenditure, e.g., housing
or assistance towards sane. Wile isolated cases of ad hoc paynents had been
reported in the past, none had been in the current circunstances. It was noted
that both of the |egislated arrangenents reported on the current occasion
related to staff on secondnent or detachnment from the national/federal civi
service of the countries concerned.

231. The Conmi ssion considered that the subject could be viewed fromtwo
distinct angles: (a) the inpropriety of supplenmentary paynents (and deducti ons)
in terms of the provisions of both the Charter of the United Nations and simlar
foundi ng docunents and of the provisions of the staff regul ations of al

organi zations; and (b) the question of whether the existence of supplenentary
paynents and sinilar arrangenents was an indication of inadequate salary |evels.

232. 1CSC noted that, of the Menber States that to date had responded to the
Chai rman's request for information, only two had acknow edged the existence of
such suppl ement ary/ equal i zati on paynents (see annex Xl ). One Menber State which
in the past had reported nmeki ng such paynments had in the current instance
referred the matter to its capital for advice. Another Menber State had
announced the discontinuation of its earlier equalization paynents practice (see
al so annex XlI). |CSC wel conmed the |atter announcenent, which it hoped was a
sign that its persistent efforts in the area were finally bearing fruit. At the
same time, it was noted that one of the two arrangenents currently in place had
been introduced since the Conmission's |ast review of the subject. Progress had
therefore to be seen as relative.
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233. It was clear that the incidence of supplenmentary paynents was very snal

when neasured agai nst the total common system popul ation although its precise
extent could not be gauged, given the fragnentary nature of the information on
hand. Menbers were uncertain that the Commission had the full facts avail abl e.
The absence of disclosure applied also to the organizations that, while
condemi ng the practice of supplenentary paynents in general terns, had not

vol unteered informati on as to whether they entered into agreenents (such as

rei mbursabl e or non-rei nbursable |oans) with Menber States or other entities

that could yield emol uments packages over and above the norm  Such arrangenents
coul d have the sane practical effect as supplenentary/equalization paynents.

234. Menbers noted that the gaps and anmbiguities in the information provided
made it difficult to draw decisive conclusions or to establish a firm
correl ati on between suppl ementary arrangenents and competitiveness. At issue
was whether that information constituted supporting evidence of
non-conpetitiveness, it being recognized that the case for a sal ary adjustnent
woul d not stand or fall on that basis al one.

235. The view was expressed that the original rationale for the | ong-standing
practice of supplenentary paynents had been to conpensate officials for |eaving
a culturally nore anenabl e national environnent, at the request of their
Governnent, in order to fill certain high-level functions in the internationa
organi zati ons. That those paynments had been nade at a tinme when compn system
pay levels were generally considered conpetitive argued against any |inkage with
remuneration levels per se. Oher nenbers felt that while in principle there
m ght be a |inkage, the information on hand was too inconsequential to be

consi dered evidence of non-conpetitiveness. That did not, however, nean that
they condoned the practice of supplenentary paynments, nor, for sone of those
menbers, did it mean that they considered commpn system renuneration to be
conpetitive

236. Other nenbers took the view that if Governnents had felt conpelled, for any
reason, to provide supplenmentary enolunments in order to place the right person
in a given job, that was evidence of an inadequate attraction capacity on the
part of the common system The continued exi stence of supplenentary paynents,
no matter how linmted, was thus indeed a contributory indicator of
unconpetitiveness. It was noted in that regard that, of the Menber States
acknow edgi ng the existence of supplenentary/equalization paynents on the
current occasion, one was the current conparator and the other had been
identified as a potential alternative conparator. That was seen as strong
circunstantial evidence of a |inkage between suppl enentary paynents and | ack of
conpetitiveness.

237. The Conmi ssion next reviewed the question of the propriety of supplenentary
paynments and deductions. It noted that the Charter of the United Nations

specified in Article 100 that, in the performance of their duties, staff nmenbers
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shoul d refrain fromany action which mght reflect on their position as
international officials responsible only to the Organization. The staff

regul ations of all organizations contained a provision to the effect that no
staff menber shoul d accept any honour, decoration, favour, gift or renuneration
fromany Governnment. The Conmission recalled that it had in the past taken a
strong stand on that aspect of the matter, declaring supplenmentary paynents and
deductions to be "in flagrant contravention” of the above-cited provisions and
to constitute "inequality of treatnment”. A rather different conpl exion had been
put on the natter by the Menber States concerned, which had, inter alia,
expressed the view that their arrangenents were consistent with the wording and
the spirit of the Charter and the organi zations' staff rules/regulations. The
Commi ssi on unequivocally reaffirmed that supplenentary paynents were

i nappropriate, inconsistent with the provisions of the organizations' staff
rules and at variance with the spirit of the Charter. The Conm ssion considered
that deductions fromsalaries were equally inappropriate. It urged all the
parties concerned - Menber States, organizations and staff nmenbers - to assune
their responsibilities for putting an end to such inadm ssible practices.

238. That said, the Conmission noted that it had been dealing with the subject
periodically for 20 years. |Its exhortations had not been entirely w thout
effect; in particular, the practice of deductions from salaries appeared to be
on the wane. There appeared none the less to be roomfor a nore vigorous
commitnent to the principle of freedomfrom outside influence that was at the
heart of the international civil service.

239. The Conmi ssion considered that the organi zations had an inportant role to
play in the matter. It noted that, while some organizations had acted on the
Commi ssion's 1993 recommendation that they issue explicit instructions to staff
menbers rem nding them of the unacceptability of supplenentary paynents, others
had not done so, for various reasons. |t considered that organizations should
give tangi bl e expression to their stated concerns in that regard, by issuing
periodic instructions and nonitoring the situation. The Conm ssion acknow edged
the difficulties surrounding the issue, particularly in respect of post-service
equal i zati on paynents. It saw that type of arrangenent as intrinsically the
same as suppl enentary paynments during service, but obviously presenting greater
difficulties in ternms of establishing evidence. The Comm ssion noted with
interest the nonitoring arrangenents being established by the United Nations,
which could serve as a nodel for others, and invited organizations to share

i nformati on on any neasures they were taking.

240. During the discussion, the view was expressed that in future considerations
of the issue the Commi ssion mght wish to consider other approaches than that
pursued to date, which had yielded mxed results at best. It was al so suggested
in that regard that the aspect of the influence Menber States might bring to
bear (by having staff nenbers appointed at senior levels) as well as attenpts by
staff nenbers to seek the influence of Governments on career-related matters,
suggested a broader approach to the issue.
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Deci si ons of the Conmi ssion

241. | CSC deci ded:

(a) To report to the General Assenbly that:

(i) Seventy-two Menmber States had responded to the Chairnan's request for
informati on on suppl enentary/equalization paynents, reinbursable/
non-rei nbursabl e | oans and associ ated practices, as well as deductions
fromsal ari es;

(ii) Although there was a strong presunption that supplenentary paynents
were indicative of unconpetitive renuneration |evels in the commpn
system the information received was too fragnmentary to draw any
definitive concl usions;

(b) To reiterate its earlier position that supplenmentary paynments were
i nappropriate, inconsistent with the provisions of the staff regulations and at
variance with the spirit of the Charter of the United Nations. Deductions from
sal ari es were equally inappropriate;

(c) To request all organizations to issue or reissue, as appropriate,
instructions to staff regarding the unacceptability of supplenmentary paynents
and to nonitor the situation and report thereon to the Conm ssion as they deened
necessary;

(d) To request its secretariat to continue to collect the necessary data

from Menber States and organizations with a view to conplenenting the report to
be nmade on the matter to the CGeneral Assenbly.

8. Summary and concl usi ons

242. Reconmendations to the General Assenbly concerning the foll ow ng conponent
i ssues have been reported above:

(a) General considerations regarding the Nobl emaire principle
(paras. 61-89);

(b) Net renuneration margin between the United Nations and the United
States federal civil service, including grade equival encies (paras. 90-121);

(c) Identification of the highest-paid national civil service
(paras. 122-172);

(d) Reference data on OECD and the World Bank (paras. 173-197);
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(e) Structure of the salary scale (paras. 198-223);
(f) Supplenmentary paynents (paras. 224-241).

The purpose of the present section is to draw together the renmmi ning el enents,
including the related financial inplications, and to conplete the
recommendati ons for submission to the Assenbly.

243. The attention of the Conm ssion was drawn by its secretariat to the
possibility of making two separate recommendati ons to the General Assenbly with
regard to renuneration of the Professional category and above. 1In the case of
the operation of the margin within the established range of 110-220 vis-a-vis
the current conparator, operational considerations called for action to bring
the I evel of renuneration back into range. This would be consistent with the
arrangenments outlined in the 1989 annual report for situations when the margin
fell belowthe lower limt of the margin range. The matter woul d appear to
require the attention of the General Assenbly in 1995. G ven the designation of
115 as the desirable nid-point, it seened appropriate that any increase should
be sufficient to restore this level, particularly as the margin was currently
bel ow 110 and had been bel ow the m d-point since the end of 1992

244. As regards the second case, the recognition that the German national civi
service total conpensation conparison with the United States showed it to be
remunerated at a higher level than the current conparator appeared to nean that
a separate recomendation could be nade. This would be on the basis of
conpetitiveness needs and woul d be i ndependent of the requirenents of margin
managenent vis-a-vis the current conparator.

245, It was al so brought to the attention of the Conmi ssion that a nunber of
| ogistical matters required careful consideration and alignnent. Both the
current margin situation and the identification of a national civil service
payi ng nore than the conparator would appear to point to increases in
remuneration. The remaining questions related to how nuch, and how, such

i ncreases should be delivered, and when

246. It was recalled that it had been pointed out at the spring 1995 session
that a switch fromthe United States to a better-paying civil service could not
be presuned to be automatic. In practice |ogistical arrangenents and a certain
hesitancy in accepting change were expected to result in delays in effecting a
switch. Nevertheless, it was suggested that it mght well be deened prudent to
acknowl edge what the approved met hodol ogy had denonstrated - that the Gernman
civil service was higher-paid than the current conparator but that United

Nati ons margi n conpari sons should continue to be nonitored and nmanaged vis-a-vis
the United States as a transitional neasure for five years.

247. Wile the question of how nuch night be reconmended under nmargi n managenent
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considerations was relatively clear (a return to a 115 nmid-point) the technica
determ nation of how nuch mi ght be reconmended on conpetitiveness grounds

requi red neasurenent of the gap between current commpn system renuneration

|l evel s and those of the best-paid national civil service, plus a margin for
expatriation, short careers and limted pronotion prospects. It was assuned
that a margin 15 per cent above CGernan total conpensation |evels would suffice
as long as base salaries were correctly set. On the basis of avail able
information this would have given a revised margin range vis-a-vis the United
States of 120 to 130. It was suggested by the secretariat that the Conm ssion
m ght wi sh to consider inproving conpetitiveness by recommendi ng that the margin
range (110-120) be expanded to reflect the margin by which German civil service
total conpensation |evels exceeded those of the United States federal civi

servi ce.

248. Specific proposals were also before the Conmi ssion as to how it m ght
choose to attain a margin of 115 in 1996. These consisted of two elenments. The
first elenent consisted of application of the new base/floor salary scale
effective in March 1996, as recommended in paragraph 223 (c) above. The second
el ement consisted of a world-wi de adjustnent to the post adjustnent el enent of
net renmuneration as of 1 July 1996

249. The conbi ned effect of such proposals could be expected to bring the United
Nations/United States net renuneration margin to around the nid-point of 115 for
the year 1996 by application of net renmuneration increases which would

approxi mate between 9 and 10 per cent on a wei ghted average basis. (The actua
anmobunts woul d differ by grade, as the recommended sal ary scal e provided for
different levels of increases at each grade in order to restructure the salary
scale to inprove the inter-grade relativities.)

Vi ews of the organizations

250. CCAQ reasserted the following five points of ACC s strategy to restore the
conpetitiveness of the United Nations commpn system renuneration

(a) An increase in renuneration levels, with immediate effect, in order to
bring the current margin to around the m d-point of the range;

(b) An upward adjustnment of the margin range itself in order to begin to
cl ose the gap between United Nations renuneration and a range of national and
international, public and private conparators;

(c) An overall adjustnent in renuneration resulting fromboth these
measures which would serve to launch the strategy towards a return to

conpetitiveness;

(d) Restructuring the salary scale in order, inter alia, to correct the
serious imnbal ances at its upper |evels;
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(e) The devel opnent of a |onger-term strategy which was consonant with the
spirit of the Noblermaire principle to ensure over tine the conpetitiveness and
stability of common system renuneration and which, in the long run, would
replace the traditional pay-setting approach of 1 CSC by a process which
notivated staff, rewarded quality and better reflected the dynanics of
organi zati onal change.

Views of the staff representatives

251. No views were expressed on this subject as staff representatives had
withdrawn from participation in the Commi ssion at the time this subject was
di scussed.

Di scussi on by the Commi ssion

252. Following its consideration of the various aspects of the Noblemire
principle and its application, the Comm ssion focused its attention on: (a) the
basis for recomendi ng changes in net renuneration |evels; (b) the rel evant
amounts to be recomrended; (c) the neans or instrunents to be used for this;

(d) the timng of such increases; (e) the resulting salary levels; and (f) the
consequential financial inplications.

253. Wiile there was unaninmty as to the need to raise net renuneration |evels
to bring them back within the existing margin range of 110 to 120 vis-a-vis the
current conparator, there were diverse views as to the need for any other action
to neet conpetitiveness requirenents. It was pointed out that the reference
studi es undertaken with OECD and the World Bank, coupled with the results of the
exercise to identify the highest-paid national civil service, constituted a

cl ear denpbnstration of the unconpetitiveness of commpn system renuneration

| evels. The reference studies showed that the World Bank and OECD were payi ng
40 to 50 per cent nore than the common system while the current conparator was
10 per cent behind another national civil service. The current conparator by
its own adm ssion was unconpetitive in its own | abour market as it paid sone

30 per cent below the narket average and had little hope of inprovenent as a
result of the current status of FEPCA inplenentation. Consequently, severa
menbers concl uded that specific action was required to enhance the
conpetitiveness of the compn system by taking steps over and above those
contenplated with respect to bringing net renuneration back within the existing
110- 120 margi n range.

254. Sone nenbers, however, contested the above interpretation of the facts.
Those arguing for retention of the existing margin range repeated views
expressed earlier in respect of consideration of the reference studies and the
best-paid studies. They reiterated that the Wirld Bank and OECD were
relatively small enployers which did not constitute a serious threat to conmnon
system conpetitiveness. COECD enployment was restricted to the nationals of 25
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countries while the World Bank's staff was al nbst exclusively posted in
Washi ngton. Further, the Bank undertook functions of a different nature from
those of the commpn system and al so had a sonmewhat different funding nmechani sm
As regards the Gernman civil service, the sanme nenbers observed that the best-
pai d study had not denpnstrated superior salary levels for the German civi
service vis-a-vis the United States federal civil service. The Comi ssion had
agreed not to reconmend it for designation as a conparator. The study showed
that United States federal civil service net salary exceeded that of Gernmany by
14 per cent when cost of living was taken into account. The only reason the
total conpensation study appeared to show Germany ahead of the United States was
because it had superior health and pension benefits. They felt that the
Commi ssion's earlier conclusion that there was no evidence of w despread or
acute recruitnment and retention problens was significant in determnning
conpetitiveness. Further, those nenbers noted that factors other than
conpensati on affected enpl oynent decisions. These considerations included such
i ntangi bles as the prestige of the enployer, opportunity to work abroad,
opportunity to influence world affairs, etc. The nenbers argued that bringing
comon system net renuneration back into the 110-120 margi n range woul d be
sufficient to restore conmon system conpetitiveness. Further, the recomended
restructuring of the salary scales neant that substantial increases would be
provi ded to upper and senior level staff, thereby restoring conpetitiveness at
those | evels.

255. Others pointed out that bringing commpbn system renuneration back into range
woul d not in and of itself ensure conpetitiveness. It was only a renedial
action which would re-establish a relationship between the systemand a
conparator which was itself unconpetitive. This interpretation was chall enged
by one nenmber who explained that the fact that the margin was now at 105.7 was
the result of specific acts of the Conm ssion taken during the last two years so
as to "position" the margin to enable action to be taken to restore
competitiveness. In particular the addition of sonme special pay systems and the
reduction of dominance in the treatnment of the pay rates for those systens in
mar gi n cal cul ati ons, the inclusion of bonuses, perfornmance awards, the excl usion
of GS-7 matches, the elinmnation of statistical nmethods (regression and square-
root weighting) at variance with the purposes of margi n neasurenent and the

revi sion of SES pay averaging in margin cal cul ations were all designed to | ower
the margin. Under the circunstances it was inappropriate to characterize the
Conmi ssi on proposal to bring the margin back into range as nerely renedial

256. It was pointed out, however, that the recent actions of the Conm ssion had
all been taken on their own nerits and were not directed at reaching a
particular margin result. |In particular, it was noted that nost of the actions
had been arrived at by restoring the neasurenent situation to where it had been
before 1990. Before that tine, bonuses, performnce awards and SES pay
averagi ng had been reflected in the manner that the Conmi ssion had now agreed to
reinstate. GS-7 matches had been added in 1990 despite technical objections at
the tinme. The current changes were thus a correction of past actions. The
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inclusion of the 11 agencies' pay systens in the current grade equival ency
exerci se was necessitated by the fact that the splintering of the federal civi
service pay arrangenents had led to their loss fromearlier United Nations/
United States conparisons as the agencies nmigrated away fromthe United States
General Schedule pay levels. Their inclusion at this time restored the sane
agencies to the conparison process which had al ways been included in margin
cal cul ations. Under these circunmstances it would seemthat the proposal to
bring the margin back into range m ght reasonably be characterized as renedial

257. As regards the reference studies, the United Nations pointed out that it
had produced two papers on the subject for the Comrission. It believed that it
had concl usively denonstrated that the World Bank was a significant conpetitor
for the sane types of occupations as the commopn systemrequired. The activities
of the World Bank as a devel opnent institution heavily overlapped with the core
functions of nobst organi zations of the commopn system The relative size of OECD
and the World Bank did not nmake them any | ess significant as reference points.
In the latter capacity they were indicators of the overall |evel of the | abour
market. The World Bank was a particularly good indicator froma technical point
of viewas it set its salaries on the basis of surveys which were specifically
designed to identify the 75th percentile of the |abour market. To be unable to
meet World Bank pay |evels neant that the entire upper quartile of the |abour
mar ket was unavail able to the conmpn system

258. As regards the total conpensation study with Gernany, the United Nations

referred to the detail ed anal ysis CClI SUA had produced on the subject. 1In the
view of the United Nations it was not correct that German sal aries were bel ow
those of the United States. It was msleading for sone to conpare net salaries

of United States civil service salaries, which were subject to substanti al

heal th and pension contributions, with German sal aries, which were not subject
to such deductions (see annex VIIl, table B). In any event the conparison was
inconsistent with the nmethodol ogy specifically established by the Conm ssion for
meki ng such conpari sons. Sone nenbers noted the conclusion drawn in

paragraph 172 (b) (iii) above regarding the total conpensation conparison with
the German civil service

259. A nunber of nmenbers expressed firmviews as to the need to take additiona
measures to restore conpetitiveness over and above the restoration of the 115
margin. All objective indicators pointed to the fact that the commpn system was
at |l east 20 per cent to 25 per cent behind where it should be. A renaissance
was required in the quality of the workforce and steps should be taken to nove
in that direction once the nmargin was restored to 115. Several nenbers proposed
that, bearing in mind the difficulties of Menber States, the margin should be
moved to 120-130 over a five-year period starting in 1997. |In their viewthis
was necessary because there were real recruitnent and retention problens despite
the attenpts of sonme to portray themas limted in scope to particular
nationalities and certain occupations. The few brilliant young people who did
join the systementered at junior |evels where the margin was relatively
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attractive but often left disillusioned after a few years to do simlar work for
better-paying bilateral agencies. Prestige and a sense of vocation were no

| onger sufficient for building a conpetent, dedicated and stable workforce. It
was not reasonable to expect the commobn systemto be dependent on vol unteers.
Restricting cormmpn system conpetitiveness to the bottomquartile of the |abour
mar ket was not a sound policy. Indeed, it was noted that the current conparator
itself had recognized its own |ack of conpetitiveness. Maintenance of current
remuneration policies would linit international organizations to staffing by
nationals fromvery poor countries with no options, plus devel oped country
nationals with supplementary paynents plus retention of those held by "gol den
handcuffs" who would wi sh to | eave but could not owing to the structure of
pension provisions. It was suggested that the tine had cone to redress 20 years
of remuneration policies which had been designed to di scourage the capabl e and
retain the nediocre. A nunber of nenbers expressed support for this expression
of views.

260. As it becane apparent that two schools of thought existed as to the basis
for reconmmendi ng changes in renuneration |levels, the position was summarized as
follows. Sone nmenbers expressed their conviction that increases in the margin
and the restructuring of the scale would have the effect of increasing the
current |level of conpetitiveness of the United Nations commpn system Severa
ot hers, however, were of the view that this adjustnent would need to be greater
and that additional neasures were required. 1In the light of this it appeared
that only sone nmenbers would support neasures for increasing renuneration above
the 115 | evel of the margin.

261. The Conmi ssion then proceeded to consider how renuneration m ght be
increased fromits current level so that it m ght be restored to 115 in 1996
It was pointed out that the recomrendation to restructure the base/floor salary

scale woul d raise nargin levels by 4.1 per cent on an annualized basis. |If this
were inplenented as of 1 March 1996, the nonth normally used for a new
base/fl oor salary scale, the 1996 nargin would still be below 115 for the year

as a whole. A second neasure would al so be necessary, and accordingly
consideration was given to the possibility of augnenting post adjustnent |evels
as of July 1996, the sanme nonth chosen the last time a real salary increase had
been granted in the conmopn systemin 1990.

262. Sone concern was, however, expressed that salary increases would be
accorded to all duty stations even though it appeared to sonme that there were
significant problens with the post adjustnent system These appeared to be such
that the largest increases would go to the highest-paid duty stations although
some of them did not appear to sonme menbers to be deserving of such increases.

A query was raised as to whether a flat rate increase of the sane absol ute
amount of United States dollars could be substituted for equal percentage

i ncreases, sonewhat on the lines of arrangenents foll owed by the Genera

Assenbly in 1990. It was indicated that such an arrangenent gave only the
illusion of equal absolute increases as the next adjustnent of post adjustnent
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at each duty station restored the underlying relativities, thereby negating the
intended effect of a flat rate increase. More inportant, however, was the
question of principle. Differentiating between duty stations by any neans ot her
than the post adjustnent indices might well be considered to be arbitrary and
open to legal challenge as discrimnatory. On these grounds it was consi dered
that the salary increase should not be used as an opportunity to differentiate
between duty stations other than that indicated by post adjustnent indices.
However, it was noted that a nunber of concerns had been raised in the July
Wor ki ng Group on post adjustnent. 1In this regard it was felt to be inportant
that the Conmission confirmits conmmitment to a full and thorough review of the
post adjustnent systemon the lines set out in the nandate granted to the

rel evant working group by the Commi ssion at its forty-first session

263. In further pursuing the matter of providing net renuneration increases
through a scaling-forward of the post adjustnent index (PAlI) at all duty
stations, it was explained that not all duty stations would receive identica
increases as a result of such an operation. The secretariat provided indicative
exanpl es to denobnstrate that at duty stations with post adjustnent indices bel ow
the pay index (rmultiplier plus 100) increases would be |ess than the standard
percentage and vice versa. Particular exanples were provided with regard to
Geneva and Montreal, which were anticipated to have indices bel ow and above the
pay index respectively. Exanples of the scaling-forward of the PAl are provided
in annex XlI.

264. Clarification was sought as to why a pay increase night be provided by
scaling forward post adjustnment indices rather than by a second increase in the
base/floor salary scale. It was explained that any increase in the base/fl oor
scal e beyond the |evel to be recomrended for 1 March 1996 (an increase of

3.089 per cent) would result in a conconitant increase in the |evel of hazard
pay, nobility and hardshi p all owances and separati on paynents. As concern had
al ready been expressed in some quarters about the | evel of hardship and mobility
paynents which were scheduled to be reviewed in 1996, it was felt advisable that
no additional increase should be precipitated in 1996 beyond that already
recommended and scheduled for 1 March 1996. Additionally, the |inkage between
the P-4/VI matching point of the commopn system scale with the GS-13 and GS-14

|l evel s of the conparator would have to be broken if an increase in the

base/fl oor scale were to exceed 3.089 per cent in 1996. It was also noted that
the use of a scaling-forward arrangenment woul d have t he advantage of
facilitating inplenmentation of the results of the 1995 round of place-to-place
surveys at headquarters.

265. Menbers then sought to determne the appropriate |level of scaling-forward
of post adjustnent indices which mght be applied in 1996. The secretari at
informed the Commi ssion that application of a 5.1 per cent scal e-forward
adjustnment in July 1996 was estimated, in conmbination with a 1 March 1996
base/floor salary scale increase, to result in an estimated margin of 115.0 for
the year 1996. This would result in weighted average salary |evels increasing
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by approximately 9.2 per cent. The nargin for 1997 was al so tentatively
projected at 116.8 as a result of the application of the 1996 neasures under
revi ew.

266. Sone nmenbers inquired as to whether the scaling-forward operation might be
schedul ed for March 1996 so as to align it with the application of the new
base/floor salary scale. It was indicated that this would not be advisable as
it would add to the financial inplications and would also lead to a margin for
1996 whi ch was higher than 115. Menbers agreed to recommend that the Genera
Assenbly be advised that the post adjustnent system could be used to adjust
margin levels in 1996 and that, subject to the Assenbly's approval, the

Commi ssion would intend to apply a scaling-forward of all post adjustnent
indices of 5.1 per cent with effect from1 July 1996

Fi nanci al inplications

267. The systemwi de financial inplications of the Conm ssion's recommendations
concerning the application of the base/floor salary scale shown in annex X and
the adjustnent of the net renmuneration through the post adjustnent system (see
para. 268 (b) (ii) below) are estinated as foll ows:

Thousands of
dollars per annum

(a) For base/floor salary scale:

(i) Renuneration increase 73 800

(ii) Mobility and hardship all owance 1 881
(iii) Countries with nmultiplier less than 3.0 33
(iv) Separation paynents scale 402

(v) Hazard pay 211

Tot al 76 327

(b) Post adjustnment scale forward by 5.1 per cent 81 100
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Consequently the total financial inplications of the reconmendations |eading to
the restoration of the United Nations/United States net renuneration margin at
the desirable md-point of 115 in 1996, along with those relating to the

mobi | i ty/ hardshi p all owance, separation paynents, etc., are estinmated at

$157.4 mllion per annum As the base/floor salary scale and the increase of
5.1 per cent through the post adjustnent system are recomended for

i npl enentation effective 1 March and 1 July 1996, respectively, the estimted
financial inplications for 1996 woul d be $103.6 nmillion.

Deci si ons of the Conmi ssion

268. The Comm ssion agreed to nmake the foll owi ng recomrendati ons to the Genera
Assenbl y:

(a) The desirable md-point of 115 for the United Nations/United States
net renuneration should be restored in 1996

(b) The net renmuneration increase required to restore the nid-point should
be attained by:

(i) Application of the base/floor salary scale shown in annex X wi thout
consolidation of post adjustnment with effect from1 March 1996

(ii) A scaling-forward of all post adjustnent indices as of 1 July 1996 by
5.1 per cent;

(c) The results of the study to identify the best-paid national civi
service and of the reference studies with regard to other internationa
organi zati ons should be reviewed by the CGeneral Assenbly to determ ne which of
the diverse views expressed in the Conmi ssion with regard to the need for
further inprovenents in conpetitiveness, such as use of an expanded margin
range, night reasonably be supported.

B. Post adjustnent matters

1. Reports on the eighteenth (1994) and ni neteenth (1995)
sessions of the Advisory Committee on Post Adjustnent
Questions: report of the Working Group on the
operation of the post adjustnment system

269. As part of its ongoing responsibilities under article 11 of its statute,
the Conmi ssion continued to keep under review the operation of the post

adj ustment system In its twentieth annual report, the Comm ssion had i nfornmed
the General Assenbly of its decision regarding the establishnment of a working
group of the I CSC secretariat and the representatives of the organizations and
staff (hereinunder referred to as the Working Group (Secretariat)) to address
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specific issues pertaining to the post adjustnent system

270. At its spring 1995 session, the Comm ssion considered concurrently the
reports of the 1994 and 1995 sessions of its Advisory Conmittee on Post

Adj ust nent Questions (ACPAQ as well as the report of the Working G oup
(Secretariat) on the operation of the post adjustnent system as those reports
dealt with a nunber of comon issues. 10/ Based on its consideration of those
reports, it decided to report the followi ng issues to the General Assenbly:

(a) treatnent of pension contribution in place-to-place conparisons and
tinme-to-tine adjustnents; (b) treatnment of group | duty stations in case of
abrupt | ocal currency devaluation; and (c) operation of the post adjustnent
system The issue of the nethodology to inplenment General Assenbly resolution
48/ 224, section Il1.G which was considered also at the forty-second session, is
treated in paragraphs 298 to 319 bel ow

(a) Treatnent of pension contribution in place-to-place and tine-to-tine
adj ust nent s

271. It will be recalled that, when the elimnation of regressivity from post
adj ust mrent had been proposed at the tine of the 1989 conprehensive review, it
had been generally accepted that regressivity owing to taxation should be
renoved, since it had been elimnated by the conparator by indexing incone
brackets for tax purposes. Nevertheless, some concern had been expressed
regarding the elinmnation of regressivity in respect of pension contribution

It had been argued that pension contribution should be considered as
representing an investnent and that any increase in the (one-third) share of
staff menbers in pension contribution should be borne by staff and not
transferred to Menmber States through increases in post adjustnment. Accordingly,
inits 1989 annual report to the CGeneral Assenbly, the Conm ssion had
recommended that "pension contributions should be treated as a separate itemin
the PAl so as to ensure there would be no shift fromstaff to organizations in
the share of expenditures relating to pension contributions". 11/ The

Conmi ssion's reconmendati on had been approved by the General Assenbly in

resol ution 44/198, section |.D, paragraph 3.

272. The requirenent that there should be no shift fromstaff to organizations
in the share of expenditures on pension contributions had been fulfilled by
artificially freezing the index for pension contribution at a constant val ue of
100 for the time-to-tinme updating of the PAlI, despite periodic increases in the
| evel of nmandatory staff contributions to the Pension Fund. Hence, although the
cost of contributions had increased, the pension contribution index had failed
to reflect these increases. Later, however, it had become apparent that, while
the Conmission's recomendations of 1989 regarding the anobunt of post adjustnent
per index point had elimnated, inter alia, the regressivity owing to pension
contribution, the revised procedure for tinme-to-tinme adjustnments of the PAl had
reintroduced part of that regressivity through the index itself, thereby
adversely affecting real inconme of staff. At its July/August 1993 session, the
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Conmi ssi on had requested ACPAQ to give further consideration to the question

273. Having exam ned a nunber of assunptions, ACPAQ had concl uded that excl usion
of pension contribution fromtime-to-time adjustnments had resulted in systematic
and cumul ative place-to-place distortions, because the place-to-place nechani sm
was dependent on tine-to-tine adjustnments for surveys conducted at different
dates than at the base. Consistency between the place-to-place and time-to-tinme
treatment of pension contributions was a technical necessity in a coherent post
adj ust nent system and woul d require inclusion of pension contribution in both

pl ace-to-pl ace conpari sons and tinme-to-tinme adjustnments. The use of actua
pension contributions in tinme-to-tinme adjustnments was therefore technically
consi stent with arrangenents for place-to-place conparisons that included
pension contributions as part of the mechanismfor establishing purchasi ng-power
parities.

274. ACPAQ had al so given careful attention to the need to ensure that the

requi renents of General Assenbly resolution 44/198 were net. The question of
burden sharing and shifting had been considered in the light of two different
types of changes in staff nenbers' contributions to the Pension Fund. They were
noted to consist of, first, the routine adjustnents attributable to the regul ar
(normal ly annual) increases in the pensionable renuneration scale and, secondly,
the exceptional |ong-term structural changes that had been nmade sone years
previously to increase staff contribution rates vis-a-vis pensionable
renmuneration levels. The latter structural increases, which had raised the
staff contribution rates in a phased manner from 7 per cent of pensionable
remuneration to 7.9 per cent, had been matched by increases in organizations
contributions from 14 per cent to 15.8 per cent. They were part of a nuch

br oader package of neasures, including benefit reductions, which had been agreed
upon in the United Nations Joint Staff Pension Board. The Board had been
concerned that the burdens inposed as a result of trying to close an actuari al
deficit of the Pension Fund should be shared between staff and Menber States.
Consequently, there had been a concern in the General Assenbly that the result
of the increase in the staff's contribution from?7 per cent to 7.9 per cent
shoul d not be shifted back to Menmber States via the post adjustment system

That had been behind the original General Assenbly request regardi ng burden
sharing. Any structural changes to increase contribution rates above

7.9 per cent would require revisions to the Pension Fund regul ations, which were
subj ect to adoption by the Assenmbly. Should such structural changes be

envi saged in the future, the question of burden sharing and shifting in the post
adj ust mrent system woul d be considered. |In the neantinme, the routine
inflation-related adjustnents of Pension Fund contributions (to maintain

pensi onabl e renmuneration levels in line with novenents of net renuneration at
the base) should not be confused with the concern that had earlier existed
concerni ng structural changes.
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Vi ews of the organizations

275. CCAQ wel coned the thorough anal ysis made by ACPAQ of the manner in which
pur chasi ng- power parity could be preserved in both place-to-place and
time-to-tine adjustnments while ensuring that there was no shift of burden in the
treatnent of pension contributions fromstaff to the organizations. It
underlined the inportance of consistency between place-to-place and tine-to-tine
adj ustments, which had forned the basis for ACPAQ s recomendati ons. CCAQ
trusted that the further analysis by ACPAQ woul d dispel all remaining doubts
about the matter. There could be no technical ground for not taking corrective
action as soon as possible.

Views of the staff representative

276. The representative of CCl SUA trusted that 1CSC would rectify an anomaly in
the operation of the post adjustnment systemthat had arisen froma

m sunder st andi ng of the way the post adjustnent system functioned. Under
current arrangenents, the pension contribution elenment in PAls did not reflect
cost-of-living novenents. The anmpunts to conpensate for cost-of-1living

adj ustments were therefore being eaten into by increases in the pension
contributions. As a result of that approach, while all staff were affected,
greater | osses were sustained by staff in countries with | ow post adj ustnent
classifications. The need to prevent a shift of the burden fromstaff to
organi zati ons could be understood in the context of the increase of the pension
contribution that had been required to cover the actuarial deficit. However, in
freezing the pension contribution in PAl's, the burden had been shifted fromthe
organi zations to the staff. The CCI SUA representative urged that action be
taken to rectify an anomaly that had penalized staff.
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Di scussi on by the Commi ssi on

277. Following a detailed review of ACPAQ s analysis of the matter, the

Commi ssi on concluded that efforts to avoid shifting a financial burden from
staff to Menmber States had inadvertently resulted in a systenmatic understatenment
of the PAls for all duty stations and adversely affected the real incone of
staff. That adverse inpact, although mninml, was not equitable. The

Conmi ssi on exam ned a nunber of exanples of the effect of including and

excl udi ng pension contributions fromtine-to-tine adjustnents. The slight
underestinmation of the PAls for all duty stations had occurred with the
introduction in 1990 of the revised procedure for handling the pension conponent
of the PAI. It was noted that the effect of endorsing ACPAQ s recomendati on
woul d be to increase post adjustnent very slightly at all duty stations, with
the increase being proportionately higher at |ocations with | ow PAls and
conversely less at high-cost-of-living duty stations. The Conmi ssion was
satisfied that the inclusion of actual pension contributions in tine-to-tine

adj ust nrents woul d not have any inpact other than that indicated by ACPAQ In
particular, there would be no shift fromstaff to Menmber States in the share of
expenditures relating to pension contributions. On that assunption, the

Commi ssion had no difficulty approving the ACPAQ recomrendati on.

278. The Conmission then turned its attention to the manner in which the new
procedure it had approved should be inplenented. ACPAQ had recomrended that the
procedure take effect fromthe next round of place-to-place surveys. It was
observed, however, that the time franme for conpleting a round of surveys at al
duty stations was considerable: thus, well over a year could el apse before the
change woul d be effected at some |locations. On the other hand, it was al so
recogni zed that the introduction of the revised procedure would require a
one-tinme recal cul ation of the PAls for about 200 duty stations - a

ti me-consuning job. The Conmi ssion agreed that sufficient time nust be
allocated for its secretariat to carry out the index cal cul ation exercise. It
therefore concluded that it would be nore equitable, and admnistratively nore
efficient, to effect the change at the tine of the next adjustnent of the New
York post adjustnent nultiplier, which resulted in adjusting the scale of

pensi onabl e rermuneration for the Professional and hi gher categories of staff.
The adjustment of the New York post adjustnent classification was expected to
take effect on 1 Novenber 1995

279. The Conmi ssion noted that, as a result of a slight underestimtion of the
post adjustnent indices, sonme savings had accrued to the Menmber States since
1990. It was estimated that the under-expenditure on post adjustnent on the
part of the Menber States was approximately $4 mllion for each year that the
shortfall had been in place. As a result of the Conm ssion's decision, that
under - expendi ture woul d cease as of 1 Novenmber 1995. The corrective action was
estimated at some $17 million for the year 1995/ 96. Thereafter, the related
annual ampunt would be $3.6 million.
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Deci si ons of the Comm ssion

280. The Conmi ssion

(a) Decided that, with effect fromthe next adjustnent of the global scale
of pensionable renuneration for staff in the Professional and higher categories,
actual pension contributions in tinme-to-tinme adjustnents of the post adjustnent
i ndex shoul d be used;

(b) Noted that that approach would be technically consistent with the
arrangenent for place-to-place conparisons, which included pension contributions
as part of the mechanism for establishing purchasing-power parities;

(c) Decided to informthe General Assenbly that it had carefully exan ned
the requirenents of General Assenbly resolution 44/198 and had determ ned that,
in the light of the arrangenents enbodied in the Pension Fund regul ations, there
woul d be no shift in the burden of Pension Fund contributions fromstaff to
Menber States as a result of inplenenting the decision in subparagraph (a)
above.

(b) Treatnment of group | duty stations in case of abrupt |ocal currency
deval uati on

281. It should be recalled that at the tinme of the 1989 conprehensive revi ew of
conditions of service of the Professional and higher categories it had been
assunmed that group | duty stations would not be subject to significant

deval uations in view of the then existing European nonetary system |n addition
to the renoval of regressivity from post adjustnment and the introduction of a
procedure limting variations to + 0.5 per cent of local-currency take-hone pay,
a 10 per cent out-of-area band had been established for those duty stations. It
had been envi saged that those neasures woul d together provide stability in
take-honme pay in local currency at group | duty stations. Subsequently, two
addi tional stabilization nmeasures had been introduced: the nine-nonth averaging
of the out-of-area index and the exclusion of that index fromnonthly updating
of group | PAl calculations (other than for the annual or 5 per cent
cost-of-living adjustnents).

282. The establishnment of a 10 per cent band for out-of-area expenditures for
group | duty stations had resulted in a situation where, at sone duty stations,
e.g., Mntreal and Rone, full recognition of out-of-area expenditures was not
reflected in the PAl and they were thus not fully protected agai nst currency
fluctuations. Later studies had indicated that, because of the other
stabilization neasures referred to above, the elinination of the 10 per cent
band woul d make no discernible difference to the stability of |ocal-currency

t ake- honme pay.

283. The Working Group (Secretariat) established by the Comm ssion to address
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speci fic aspects of the post adjustnent system studied the above issue and
provided its views to ACPAQ Following a detail ed exam nation of the matter,

ACPAQ proposed two options that would involve renoval of the 10 per cent

out - of - area expenditures band used in PAl cal culations at group | duty stations.
The options were:

(a) Use of actual duty-station-specific out-of-area weights in the PAls
for all group | duty stations rather than the current 10 per cent band system

(b) Use of the duty-station-specific out-of-area weights in the PAls for
group | duty stations only in the event of an abrupt and substantial deval uation
at the duty station concerned, i.e., whenever exchange rate changes resulted in
a reduction of 10 or nore nultiplier points.

VWile noting that the difference between the two options was nore of a policy
than a technical matter, ACPAQ had indicated a slight technical preference for
option (a), since option (b) would still constrain the purchasing-power parity
at duty stations where the 10 per cent bands were retained.

Vi ews of the organizations

284. The Chairman of CCAQ recalled that, as part of the 1989 conprehensive
revi ew, the Conm ssion had considered a recomendati on that out-of-area

expenditure for group | duty stations be set at zero. It had, however, decided
to set the out-of-area band for those duty stations at 10 per cent. CCAQ s
preference would still be to set out-of-area weights for group | duty stations

at zero. None the less, CCAQ could support a formula whereby the current

10 per cent band would be maintained at group | duty stations, except in the
event of either abrupt and substantial devaluations or gradual and substanti al
deval uations, the latter being a phenonenon of the shifting global econony.

285. CCAQ stressed the need to revisit the grouping of all duty stations in the
l'ight of recent currency upheavals, which had confounded traditional econonic
assunptions. To address those problens, CCAQ formally proposed that |CSC
reconvene the Working Group (Secretariat) with particular priority to be given
to: the grouping of duty stations into two (or nbre) groups Or currency areas
for post adjustnment purposes; other aspects of out-of-area expenditures; and the
i ncreasing conplexity of operating the post adjustnent systemin the current
econom ¢ climte.

286. The representative of FAO noted that there was a bias in the systemin
favour of hard-currency duty stations and pointed to the inability of the system
to cope with rapid devaluation of currencies against the United States doll ar
and its failure to reflect adequately the inpact on out-of-area expenditures.
FAO proposed a review of the basis and objectives of the current system
including the definition of such basic concepts as purchasi ng-power parity and
its relevance under varying econom c conditions and currencies.
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287. The representative of |1 CAO stated that the current system of determnning
the out-of-area expenditure conponent for headquarters duty stations with |ow
post adjustnents ignored the real nature of out-of-area expenditures and led to
serious distortions in purchasing power when the United States dollar declined.
The current procedure had led to a situation where net renmuneration at Montrea
at the P-4 |l evel and above was 8 to 15 per cent |lower than that of the United
States federal civil service at Washington at equival ent grade levels. He
proposed alternative approaches to overcone the difficulties encountered under
the current system i.e., using fixed anmounts based on New York salaries, or a
currency basket, or using individualized out-of-area indices. As a stopgap
Montreal should tenporarily be treated as a group Il duty station

Views of the staff representatives

288. The representative of CCISUA indicated that it was necessary to conduct an
i n-depth exam nation of the post adjustment system There were problens with
the post adjustnment systemin Montreal, Rone, New York and London. |In Mntrea
and Ronme, those problens had to do with currency devaluations. In New York and
London, they had to do with the neasurenent of the housing conponent of PAls.
She said that the concept of disposable income addressed by FAO was an i nportant
one. It had been considered by ACPAQ years ago and shoul d be consi dered agai n.
The situation in Mntreal was a clear exanple of the effect of gradual but
i nsi di ous currency deval uati ons, as opposed to abrupt deval uati ons. CCl SUA
supported the proposal that sonmething should be done imediately to renedy the
Montreal situation. CCISUA could not, however, support the proposal to have
out-of-area indices individualized by nationality.

Di scussi on by the Commi ssi on

289. The Conmi ssion noted that the issues raised under the item had severa
dimensions. First, there were the specific options proposed by ACPAQ for the
treatnent of out-of-area expenditures at group | duty stations. At a second

| evel were broader, and increasing, problens of the functioning of the post

adj ustment system Yet a third | evel of issues concerned structural problens of
the world econonic situation. VWhile noting that there were comon threads
l'inking the three I evels, the Conm ssion considered that they needed to be dealt
with in a phased manner; otherw se the system woul d becone mired in studies of
structural economic problens, for which no apparent solution existed. The

Conmi ssion was particularly anxious to keep its priorities fixed on the
application of the Noblenmnire principle with a view to ensuring the
conpetitiveness of Professional remuneration. Wile acknow edgi ng the cl ose

rel ati onshi p between base pay and post adjustnent, the Conm ssion was of the
view that the problens of each had to be addressed on their own ternms. One
menber, however, insisted that the post adjustment system had to be reviewed in
1995 wi thout del ay, before the General Assenbly was seized of recommendati ons
concerning the application of the Nobl emaire principle.
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290. Against that backdrop, the Conmi ssion turned to the two options put forward
by ACPAQ for the treatnent of out-of-area expenditures at group | duty stations.
It noted that ACPAQ had a slight preference for the first option, which would
pronot e purchasi ng-power parity. The stability tests undertaken by ACPAQ showed
that the 10 per cent band was not required for maintaining stability in

t ake- home pay, since other neasures existed in that regard. In the Conm ssion's
view, the second option was akin to the special neasures that it had not w shed
to continue; indeed it had specifically mandated the Working Group (Secretariat)
to seek a long-termuniversal solution that would renove the need for special
nmeasures. That option | acked transparency and raised issues of the procedures
that woul d be used for introducing and discontinuing the exceptions. The
situation would be further exacerbated if the variant proposed by CCAQ were
accept ed.

291. The Conmi ssion was open to the suggestion that matters relating to currency
instability, out-of-area expenditure and other problens of the post adjustnent

system shoul d be referred to a working group. It was not, however, optimstic
that a working group could cone up in the short termwith a solution that woul d
meet all needs. It was noted that the Working Goup (Secretariat) had held two

sessions without reaching a solution in that regard.

292. During the discussion, the Conm ssion took note of what appeared to be a
broad spectrum of organizations' views. The Conmmi ssion weighed the various
points raised by the organi zations. While the Conmi ssion did not wish to
penal i ze any duty station, it seened quite clear, fromthe detail ed work done by
ACPAQ that the 10 per cent out-of-area band was no | onger required for

mai ntaining stability in take-home pay in local currency terms, as other nethods
al ready achi eved that objective. Renoval of the bands would al so inprove the
equal i zati on of purchasing power. There were, therefore, strong technica
grounds for the renoval of the 10 per cent band.

293. The Conmi ssion noted that, as a result of the use of actual out-of-area

wei ghts for group | duty stations, post adjustment classifications would be

i ncreased for duty stations that had recently experienced deval uations of |oca
currency. For duty stations with significant reval uations of |ocal currencies,
the obverse would occur. Thus, duty stations such as Montreal and Rone woul d
benefit fromthe proposed change in the very near future while the PAls for duty
stations such as CGeneva, Tokyo and Vienna would be slightly |ower from July 1995
than under the current system All other things being equal, the inpact on the
post adjustnent levels for the latter group of duty stations would not be felt
before July 1996. As a result of those adjustnments, savings ampunting to
approximately $10 million per year woul d subsequently accrue to Menber States.
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Deci si ons of the Comm ssion

294. The Conmi ssion

(a) Decided that actual out-of-area weights rather than the existing
10 per cent band system should be used in PAl calculations for all group | duty
stations. That procedure should be introduced with effect from 1 Novenmber 1995
In the case of duty stations that had experienced significant deval uations of
|l ocal currency in recent years (e.g., Mntreal, Rone), the actual out-of-area
percent ages should be applied with effect from June 1995;

(b) Noting the increased |evel of dissatisfaction regarding the operation
of the post adjustnent system and that no lasting solution had yet been found to
probl ens of currency fluctuations, decided that a working group conposed of
three nenbers of the Comm ssion, three representatives of the organizations and
two representatives of each of the staff organi zations should be established to
review the situation (hereinunder referred to as the Wrking G oup (ICSC
menbers)). Its ternms of reference may be found in annex Xl1l. The Wbrking
Group (I CSC nenmbers) nmet and subnitted its prelimnary conclusions to the
Commi ssion at its sumrer 1995 session. A further neeting is to take place in
autumm 1995 and the Conmission is committed to finding ways of inproving both
the mai ntenance and the functioning of the post adjustnent system

(c) Operation of the post adjustnment system

I ntroduction

295. The Comm ssion considered the recommendati ons of ACPAQ and the Working
Group (Secretariat), which dealt with nethodol ogi cal issues, arrangenents for
the new round of place-to-place surveys and other operational aspects of the
post adj ustnent system

Deci si ons of the Comm ssion

296. The Conmi ssion decided, inter alia, that external housing data fromthe

I nter-organi zati on Section of the Coordi nated Organi zations should be applied to
the seven headquarters duty stations and Washington at the tinme of the
forthcom ng round of place-to-place surveys.

297. In addition, the Conm ssion approved a number of detail ed recommendati ons
fromthe Working Group (Secretariat) with a view to inproving the transparency
of the post adjustnent system and providing greater access for adm nistration
and staff representatives to primary data.
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2. Methodol ogy to inplement General Assenbly
resol ution 48/224, section Il1.G

298. In section Il.Gof its resolution 48/224, the CGeneral Assenbly requested

I CSC to ensure that place-to-place surveys conducted at all headquarters duty
stations were fully representative of the cost of living of all staff working at
the duty station. That request stenmed fromthe Assenbly's review of the

Conmi ssion's nineteenth annual report 12/ on the issue of expatriate
entitlements of staff living in the hone country and stationed el sewhere, in

whi ch context it had been noted that the Geneva PAl was based on the collection
of data for Geneva only, i.e., did not take into account the cost of living in
conti guous areas of France, where many staff at the duty station resided.

299. In preparing for the next round of place-to-place surveys at headquarters
duty stations, the Conmm ssion requested advice from ACPAQ on the above matter
ACPAQ noted that that particular post adjustnent question had both policy and
technical aspects which, in part, fell beyond its scope. At a conceptual |evel
however, equal purchasing power could be ensured by either (a) establishing two
multipliers or PAls, one for each side of the border, or (b) by continuing with
a single multiplier but based on a survey of staff wherever they |lived. Before
oper ati onal progress could be made, the Commi ssion would need to address as a
policy matter whether one or two post adjustments woul d be required.

300. ACPAQ neverthel ess provided technical guidelines on howto proceed with
post adj ustnent surveys using a single post adjustnent nultiplier. That would
require the use of a common definition of the statistical area of the duty
station. The Staff Rules of the United Nations included in its definition

adj acent areas of France, whereas the specialized agencies' definitions excluded
areas outside Switzerland.

301. After reviewing the matter, the Conmm ssion decided that |egal advice would
be required in order to provide a sound basis for new statistical definitions to
be used in post adjustnent surveys. The ICSC secretariat enlisted the services
of a legal expert with several years of experience at a senior level with the
United Nations Secretariat and also with the admi nistrative tribunals of the
United Nations and ILO. The report of the |legal consultant nmay be found in
annex XIV. Conmments nade by |ILO on that report are found in annex XV. The
Conmi ssion's consideration of this matter took those docunents into account.
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Vi ews of the organizations

302. The Chairman of CCAQ said that before any technical solution was sought it
was inmportant for the Conm ssion to reflect and deci de upon a nunber of nmjor
conceptual, political and | egal issues surrounding the question of the
equal i zati on of purchasing power for staff serving at one duty station while
residing in a sovereign State different fromthat of the duty station. CCAQ
noted the technical difficulties raised by ACPAQ in that respect; it was al so
particularly concerned at the questionable infornmation contained in the report
of ACPAQ on its eighteenth session. ACPAQ s search for a statistical definition
of a duty station went beyond the strictly technical: there was already
difficulty in respect of the | egal definition of a duty station that nust al so
be taken into account.

303. Wth respect to the ICSC consultant's report, the Chairman of CCAQ st ated
that there would appear to be concern about a nunber of flaws. They were
referred to in the note submtted by the Legal Adviser to ILO. Wth hindsight,
it mght have been wiser to insist that the United Nations Legal Counsel provide
the necessary legal opinion on the natter; alternatively, a group of |ega
counsels fromdifferent organi zati ons ni ght have been invited to provide a
corporate opinion. Furthernore, sone of the suggestions contained in the
report, e.g., the manner in which prices were collected at the base of the
system had inplications that went far beyond the post adjustnent for Geneva.
Each el ement of the matter was so intricately linked with another that it seened
i npossible to isolate the technical fromthe legal or the political fromthe
conceptual questions. The matter could becone even nore delicate to the extent
that sone organi zations might decide that, for |legal reasons, they would not be
able to inplenment a neasure adopted by the General Assenbly and would have to so
report to their governing bodies. The organizations wi shed to express serious
concern in respect of any precipitous action by the Conmi ssion or the Genera
Assenbly | eading to expensive and tinme-consum ng litigation across the conmon
system

304. The representative of ILO urged ICSC to consider in a broader context a
problem that had technical, |egal and political ranifications. She contended
that General Assenbly resolution 48/ 224 had been based on m sl eading infornmation
in ICSC s 1993 annual report, nanely that, since 1978, prices had not been
collected in France for the Geneva post adjustnent: in fact, prices had never
been collected in France. The inclusion of staff living in France and wor ki ng
in Geneva had been a contentious issue when | CSC had conducted its first survey
in Geneva in 1978 (prior to which surveys had been carried out by the United
Nations and ILO. Wat 1CSC had attenpted to do at that tinme was to include
Professionals living in France in order to determ ne weighting patterns. Legal
experts in ILO had the npst serious reservations about the feasibility of
putting either of ACPAQ s recommendations into effect. Mreover, any change in
the definition of "duty station" nmight have inplications for other entitlenents,
as well as for General Service staff.
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305. In response, it was pointed out by the I1CSC secretariat that the 1978
exerci se had been to collect housing costs data rather than prices. That
difference was not material to the validity of the General Assenbly resol ution
whi ch had been adopted on the basis of the information made avail abl e t hat
Geneva post adjustnent was based on a post adjustnent index that did not take
into account the cost of living in contiguous areas of France, where many staff
at the duty station resided.

306. The option of a single post adjustnent, taking into account the nunber of
Prof essional staff living in France, would violate the principle of purchasing-
power parity in respect of staff living in Switzerland. The option of
establishing two separate post adjustnent indices for Switzerland and France

al so posed difficulties inasnmuch as France had not ratified the Convention on
Privileges and Imunities with nmost of the specialized agencies in Geneva,

al though ratification was envisaged for 1996. Even when that probl em was
solved, a split post adjustnment could only be applied to staff recruited after
t he change.

307. The ILO representative referred to an analysis of the consultant's report
by the | egal adviser of |ILO which showed that the report had overl ooked an
essential consideration: the fact that a political border separated the places
of residence of officials in Geneva. This fact could not be ignored in
establishing the duty station for Professionals wthout inportant consequences,
including, froma practical viewpoint, serious distortions between the treatnent
of Professional and General Service staff. These questions had to be exam ned
much nore thoroughly before any options could validly be recommended. Unless
this was done, ILOwuld find it extrenmely difficult to nmake a positive
recomendation to the CGoverning Body, which had to approve any new arrangenents.

308. The representative of the United Nations stressed the inportance of the

i ssue for his Organization. |In his opinion, the advice provided by ACPAQ was
clear, specific and practical. Wile the debate could be extended indefinitely,
I CSC now had all the necessary elenents to nake a final recommendation to the
General Assenbly.

309. The representative of ITU regretted the working methods chosen by the I CSC
secretariat and its consultant in presenting the | egal views requested by the
Commi ssion. He warned the Commi ssion that sone of the procedures put forward by
the consultant would affect staff worldwi de. The Legal Counsel of ITU also had
serious reservations regarding the report of the consultant; an informal note
outlining those concerns was circul ated.
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Views of the staff representatives

310. The representative of CCl SUA enphasized that the matter was extrenely
sensitive and of great concern to staff. As ACPAQ had acknow edged, the issues

went far beyond the technical realm into that of the political. A change in
the Geneva post adjustnent on the basis of the nunber of staff living in France
woul d put the majority of staff still living in Geneva at a disadvantage. There

were also legal problenms with the definition of a duty station.

311. CCISUA regretted that the 1CSC consultant's report indicated that the
Conmi ssi on had al ready deci ded that conditions of service should differ for
Prof essional staff at the CGeneva duty station based on whether they lived in
France or Geneva, the sole concern being the | egal aspect of the problem The
only avenue open to staff, therefore, was to take the matter to the
adm ni strative tribunal, which they would surely do. CCISUA had ceased to be
surprised by anything done by the Conmission or its secretariat, which would
enpl oy any device to reduce staff salaries rather than increase them |In the
current instance, using a General Assenbly request as a shield, an attenpt was
being made to transformthe Geneva duty station into two entities, one Swi ss and
the other French. Two staff menbers performng the sane duties in the sane
office, but living in different entities, could thus receive different salaries.
CCl SUA considered that to be discrimnatory, particularly at a time when | CSC
was di scussing the application of the Noblemaire principle and had concl uded
that Professional and higher category renunerati on was approxi mately 30 per cent
| ower than that of the United States private sector and nore than 40 per cent
bel ow t hat of organi zati ons such as the World Bank and OECD. To crown it all,
the sole corrective action considered by the Conmm ssion was to reduce further
the renuneration of staff at one duty station, and that in the nanme of equity
anong staff.

Di scussi on by the Conmmi ssion

312. At the outset nenbers wished to make it clear that the Conmi ssion was not
interested in reducing justified levels of salaries at any duty station. |In
addressing the General Assenbly's request, it was endeavouring to ensure that
all staff were treated equally on the basis of technical considerations.

313. The Conmi ssion noted that ACPAQ had correctly observed that the issue at
hand went beyond the purely technical question of post adjustnent measurenent
techni ques. Mbreover, the organizations had rai sed sone inportant |egal points.
The Conmi ssion considered the issues raised in the I1CSC consultant's report and
ILO s conments thereon. |In view of the sonewhat divergent |legal opinions it had
been presented with, the Conmi ssion deenmed that its decision should be guided by
the principles of fairness and equity, not fear of potential |egal recourse.

314. The Conm ssion addressed ILO s view that the | CSC docunents did not take
into account the fact that in the case of Geneva, unlike New York, there was a
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political frontier. The Conm ssion wondered whether that fact was decisive
i nasnuch as sonme 40 per cent of the international staff assigned to Geneva-based
organi zations actually lived across the border in France. |LO had al so argued
that the responsibility of the Conm ssion should be confined to classifying duty
stations for the purpose of applying post adjustnments and did not include
redefining duty stations to rationalize nmethods of cal cul ating post adjustnents.
In that connection it was pointed out that, to render operational the request
made by the CGeneral Assenbly, | CSC needed to determine the actual expenditures
of staff menbers at any given duty station; that depended on where they actually
made their purchases and not on the abstract definition of the duty station. 1In
general, a view prevailed that |ILO had not nade a convincing case for
mai ntai ning the status quo. Sone nenbers considered that the ILO | egal opinion
was di sappointing as it appeared designed to protect the current Geneva post
adj ust nent .

315. The Conmi ssion exam ned the various options presented in the |ICSC
consultant's report and decided to focus its attention on the followi ng two
alternatives, which had al so been suggested by ACPAQ

(a) To establish a single PAl for Geneva based on the pricing surveys
conducted where staff were actually living (i.e., in the city of Geneva,
el sewhere in the Canton of Geneva or in the Canton of Vaud and in contiguous
France), weighting those data as was done in respect of New York City or other
headquarters duty stations;

(b) To establish two PAIs in respect of persons working in Ceneva:
(i) one for those residing in Geneva or el sewhere in Switzerland and
(ii) another for those residing in France.

316. It was observed that there were advantages and di sadvantages to both
arrangenments: to sone extent, the advantage of one was the di sadvantage of the
other. As regards the use of a single post adjustnent, it was noted that sone
staff, unable to take advantage of the |ower cost of living in France because
they could not reside there, mght feel that they had been inequitably treated
Vi s-a-vis those free to choose to live in either Switzerland or France. As
regards the alternative of two post adjustnments, there were the twin

di sadvant ages of conplexity and the perception of sonme that staff working at a
single duty station would be renmunerated on an unequal basis, which could be
seen as breaching the principle of equal pay for work of equal val ue.

317. The Conmi ssion noted that, while ACPAQ had suggested the two approaches
outlined above, it had indicated a slight preference for the first alternative
and had in fact provided detailed nodalities for its inplenentation. 1In view of
that fact, some nenbers were of the viewthat the first alternative, leading to
the establishment of a single PAl based on prices collected in all areas where
staff lived, should be inplenmented. Sone nenbers were of the view that the
establi shnent of a single PAl would be unfair to staff living in Geneva; others
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however considered that the second alternative of establishing two separate PAls
woul d be tantanmount to paying different salaries to two staff nmembers working
side by side and performng the same | evel of work.

318. As there was no clear preference within the Conm ssion for either of the
alternatives |listed above, the Conmi ssion agreed that it would report its

findings to the General Assenbly with a view to seeking further guidance.

Deci si ons of the Comm ssion

319. The Conmi ssion decided that technical adjustnments could be nade to the post
adj ust ment survey process. They could entail the establishnent of either a
single post adjustnment nultiplier for the duty station or two separate

mul tipliers dependi ng upon where staff were residing. The Conm ssion noted that
a decision as to which of those two courses to pursue woul d depend on the

obj ectives that the General Assenbly had in mind when fram ng the rel evant

provi sions of resolution 48/224. 1t decided to request the General Assenbly's
gui dance as regards one of the two alternatives outlined in paragraph 315 above
on the basis of the followi ng conclusions it had reached, which were of

rel evance to the issue:

(a) The current |l egal framework provided disparate definitions of the area
of the Geneva duty station; there would be a need to harnonize organizations
staff rules and regulations as regards the definition of the area of the duty
station;

(b) In nost Geneva-based organi zations, the definition of duty station was
included in their staff regulations, and any change would require action by
their respective governing bodies;

(c) Any change in the current definition of the geographical area of the
duty station for data collection before harnonization of organizations' staff
rul es and regul ations could be vulnerable to | egal chall enge;

(d) There were other legal issues related to the question, since one of
the Menber States concerned had neither ratified the Convention on Privil eges
and I nmmunities of the Specialized Agenci es nor signed headquarters agreenents
with the organizations based in CGeneva;

(e) The post adjustnent issue raised in General Assenbly resolution 48/224
appeared to give rise to the sane concern with regard to the area of the duty
station as existed in connection with the question of expatriate entitlenents,
whi ch had been addressed in CGeneral Assenbly resolutions 48/ 224 and 49/ 214;

(f) In addition to the legal questions of the definition of the duty
station area, other questions remai ned. They included whether a single post

adj ustment for Geneva, including contiguous areas of France, would be equitable
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for staff who were not free to reside in France and whether, in the case of two
post adjustnent indices, staff nmenbers' renmuneration could be differentiated on
the basis of their place of residence rather than their place of work.

C. Conparison of pensionable renuneration

320. Under its mandate fromthe General Assenbly as set forth in section | of
its resolution 41/208 of 11 Decenber 1986, the Conmi ssion continued to nonitor
t he pensi onabl e rermuneration of the United Nations conmon systemstaff in the
Prof essi onal and hi gher categories and that of United States federal civi

servi ce enpl oyees in conparabl e grades. The procedure proposed to the Assenbly
in 1990 and approved in its resolution 45/242 of 21 Decenber 1990 was used for
cal cul ating the consequent pensionable renuneration ratio for the period from
1 January to 31 Decenber 1995. The Conmi ssion's decisions regarding the 1995
grade equi val enci es between the United States federal civil service and the
United Nations system (see paras. 90-107) and other aspects of the nmargin

cal cul ati on net hodol ogy (see paras. 108-118) were taken into account in the
determ nation of the United Nations/United States pensionabl e renuneration
ratio. The ratio was calculated as 104.1 with the New Yor k/Washi ngt on
cost-of-living differential and 120.3 without.

321. The income replacenent ratios applicable over the three-year period from

1 January 1993 to 31 Decenber 1995 were also calculated for both services. They
were 54.9 for the commpn system and 55.6 for the conparator civil service,

subj ect to further review (see para. 323 bel ow).

Views of the organizations

322. The Chairman of CCAQ recalled that there had been a persistent difference
between the United Nations and the United States inconme replacenent ratios. In
1994, the ICSC secretariat had reported that two factors were affecting that
relationship: (a) the United Nations net-to-gross relationship reflected the
taxation system of the seven headquarters duty stations, while only United
States taxes were reflected on the United States side of the equation; and

(b) pensionable renmuneration was determ ned by the application of staff
assessnent, on a progressive basis, to 46.25 per cent of United Nations compn
system sal aries. CCAQ renmi ned concerned at the distortion that was being
created by the grossing-up procedures and considered that appropriate anal yses
shoul d be prepared on that aspect of the pensionable remunerati on nethodol ogy in
good time for the 1996 conprehensive review of that nethodol ogy.
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Di scussi on by the Commi ssi on

323. The Conmission noted that its decisions regarding the |atest United
Nations/United States grade equival ency study, the margin cal cul ation

met hodol ogy and the renoval of dom nance had resulted in [owering the United

Nat i ons/ United States pensionable renuneration ratio by approxi mately

3.7 per cent. The possible inpact of those decisions on the income replacenent
ratio for the United States federal civil service enployees woul d be studied
further as part of the 1996 conprehensive revi ew of pensionable renuneration and
consequent pensions for the Professional and higher categories.

Deci si ons of the Conmi ssion

324. The Conmi ssion decided to report to the General Assenbly that:

(a) The ratio of the pensionable renmuneration of the United Nations staff
at grades P-1 to D-2 and their counterparts in the United States federal civi
service for 1995 was 104.1 and 120.3, with and w thout adjustnent for the New
Yor k/ Washi ngton cost-of-living differential, respectively;

(b) The incone replacenment ratios were 54.9 and 55.6 for the compDn system
and the conparator service, respectively.
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Chapter |V

CONDI TI ONS OF SERVI CE OF THE GENERAL SERVI CE AND
OTHER LOCALLY RECRUI TED CATEGCORI ES

A. Prelimnary reviews of the nethodol ogies for surveys
of best prevailing conditions of enploynent at
headquarters and non- headquarters duty stations

325. Inits eighteenth (1992) annual report, the Conm ssion reported to the
Ceneral Assenbly on its review of the general nethodol ogy for surveys of best
prevailing conditions of enployment at headquarters duty stations. 13/ I'n
1993, the Conmmission carried out a simlar review of the non-headquarters

met hodol ogy. 14/ At its summer 1994 session, it considered a FICSA proposal to
revi ew t he net hodol ogi es for both headquarters and non-headquarters duty
stations as well as a proposal by CClISUA in respect of the headquarters

met hodol ogy. 15/

326. At its spring 1995 session, the Comm ssion undertook a prelimnary review
of the current salary survey nethodol ogies (i.e., as revised in 1992 and 1993),
on the basis of the issues raised by FICSA and CCI SUA and the comments of its
secretariat thereon.

Vi ews of the organizations

327. The representative of CCAQ noted that the nethodol ogy required sufficient
flexibility in its application to enable it to address the various econonic
conditions specific to each duty station. Furthernore, while the nethodol ogy
called for the partners to attain the highest |level of consensus, it did not
require themto reach unanimty on every subject. CCAQ considered that the
partnership between the parties involved should be based on trust and

acknow edged the responsibility of the executive heads and administrations in
ensuring an effective partnership. The role of the I CSC secretariat included
responsibility for the technical and |ogistical processes and for preparing the
final survey results.

328. He stressed the inportance of increased training in the survey nethodol ogy
as a nmeans of building confidence anpbng all parties, as evidenced by the success
of the training progranmes on the non-headquarters nethodol ogy organi zed by
UNDP. Such training could be based on the survey manual, to be finalized by the
secretariat shortly.

329. He enphasi zed the need for consistency in the application of the survey

met hodol ogy, both between surveys in the sane | ocation and between the different
headquarters duty stations, wi thout |osing sight of the different conditions at
those locations. The latter mght lead to sone el ements being treated
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differently at sone duty stations as a result of their specific requirenents.

Views of the staff representatives

330. The President of CCISUA, noting that the Coordinating Conmittee would have
wi shed to conmence the discussion at the previous session of the Conm ssion
expressed his appreciation for the inportant item being taken up at that tine.
The views of CCl SUA had been expressed in the docunents submitted. He stressed
the inportance of flexibility in the application of the survey nethodol ogy, so
as to allow different conditions at the various duty stations to be addressed
appropriately.

331. Although the round of surveys would not be conpleted for another 18 nonths,
the Conmission had already identified a nunber of issues to be taken up inits
review as a result of the findings of the surveys conducted thus far under the
new nmet hodol ogy. In the light of those findings, he expressed the hope that the
Conmi ssion would reconsider its position and inplenent the changes nore quickly.

Di scussi on by the Commi ssi on

332. Noting that surveys conducted under the current methodol ogy had been
conpl eted at only four of the seven headquarters duty stations, the Conm ssion
considered the inpact of its current consideration of the nethodol ogy on the

various duty stations. It recalled its earlier decision that a conprehensive
revi ew of the methodol ogy should be considered after the experience at all seven
headquarters duty stations was available. 1Its current consideration should thus

identify and clarify issues, w thout jeopardizing the application of the

met hodol ogy at the remaining duty stations in the current round of surveys. At
the end of the current round, the Commission intended to take up outstanding
issues identified in recent surveys, including those in Rome and New York, as
wel|l as those that would energe in planned surveys.

333. The Conmi ssion noted that the main enphasis of the prelinmnary review was
on the methodol ogy for headquarters duty stations. It would be inportant to
cross-reference the various issues to experiences at the non-headquarters duty
stations, while keeping in mnd the fact that those experiences, in nmany

i nstances, had been based on snaller duty stations, with very different econonic
conditions. It was agreed that the forthconing review would be conducted on an
integrated basis for the headquarters and non-headquarters nethodol ogi es.

334. The Conmi ssion neverthel ess undertook a di scussion of a nunber of specific
issues. It noted with appreciation that the consideration of the issue had
taken place in an atnosphere of nutual cooperation and respect. It noted that
its report on the consideration of the methodol ogy would provide usefu
information for its conprehensive review of the salary survey nethodol ogy
schedul ed upon conpletion of the current survey round.
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335. The Conmmission will provide a further report to the General Assenbly
follow ng the conpletion of the conprehensive review in 1997

B. Survey of best prevailing conditions of enploynent in New York

336. The Commi ssion conducted surveys of best prevailing conditions of

enpl oyment for staff in the General Service, Language Teachers, Public
Informati on Assistants, Trades and Crafts and Security Service categories in New
York. The reference date for the collection of data on sal aries and other
conditions of enploynent fromthe sel ected enployers was 1 January 1995

337. The surveys resulted in a 1.13 per cent increase for the General Service
and Public Information Assistant categories and a 0.15 per cent increase for
Language Teachers. Wth regard to the Trades and Crafts category, the

2.45 per cent interimadjustnent due on 1 Septenber 1994 had been withheld. The
salaries resulting fromthe survey were 1.4 per cent higher than the

pre- Sept enber 1994 salaries. The net result of the survey was therefore a
salary scale for the Trades and Crafts category which was approximtely

1.0 per cent |lower than the scal e which would have been in place had the survey
not taken place. As a result, sone reduction in expenditures nay be expected in
the future.

338. The interimadjustnment to salaries of 2.45 per cent effective

1 Septenber 1994 was al so withheld for the Security Service category pending the
outcome of the survey. Salaries resulting fromthe survey were 4.3 per cent

| ower than the pre-Septenber 1994 salaries. The net result of the survey was
therefore a salary scale for the Security Service which was 4.3 per cent | ower
than the existing scale. As a result, sonme reduction in expenditures may al so
be expected in the future.

339. The sal ary scales recommended for the five categories surveyed in New York

are reproduced in annex XVI. The annual financial inplications of the

Commi ssion's recommendati ons regarding the salary scales for the General

Service, Public Information Assistants and Language Teachers categories were

estimated at $4.5 nmillion, taking into account also the increase in the |evel of

dependency al l owances for all locally recruited categories of staff in New York.
Savings resulting fromreduced expenditures fromthe salary scales for the

Trades and Crafts and Security Service categories have not been included in this

figure.

C. Survey of best prevailing conditions of enploynent for the
Ceneral Service and rel ated categories at Geneva

340. The Conmi ssion conducted a survey of best prevailing conditions of service
for the General Service and related categories at Geneva. The nethodol ogy
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approved by the Conmi ssion to conduct such surveys at headquarters duty stations
enphasi zes the invol venent of staff representatives in the survey process in
conjunction with the organi zations and the |1 CSC secretariat. |In accordance with
this, the Conmi ssion and its secretariat endeavoured to involve the
representatives of the executive heads and staff of the CGeneva-based

organi zations fromthe begi nning of the survey exercise. |In spite of the
refusal of the staff representatives to participate in the survey, the
Conmi ssi on proceeded with the survey with the full participation of the
representatives of the executive heads, and the Chairnan wote to the sel ected
enpl oyers fromthe Geneva | abour market to participate in the survey. The
Conmi ssion was concerned to find out that the representatives of staff in their
letter dated 2 June 1995 urged those enployers to refrain fromparticipating in
the survey. The staff representatives also threatened enployers that the staff
intended to appeal the results of the survey, should they turn out to be
unfavourabl e, and that in such an appeal any anomel ous situations woul d be made
public, thus breaching the confidentiality of the data provided by the
participating enployers. The Conmi ssion considered that this was in direct
contravention of the ICSC Chairman's prom se to enployers to respect the
confidentiality of the data provided and the decision of the executive heads of
t he Geneva-based organi zations to participate in the survey. The action by the
staff was tantamount to hindering the work of the Comni ssion mandated under its
statute and was a serious breach of the code of conduct of international civi
servants.

341. The sal ary scale recommended by the Conmi ssion for General Service staff at
Geneva is reproduced in annex XVII.A. As the recommended scale is 7.4 per cent
bel ow the current scale in effect since 1 January 1994, significant reductions
in expenditures can be expected. A precise estimate of future reductions in
expendi tures cannot be provided as this will depend on the procedure used for
the inplenentation of the recormended scale, as well as its effective date.

342. The Commi ssion also conducted a survey of best prevailing conditions of
service for the United Nations | anguage teaching staff at Geneva. The salary
scal e recomended by the Commi ssion is reproduced in annex XVII.B. As the
recommended scale is 1.3 per cent below the current scale in effect since

1 January 1994, sone reduction in expenditures can be expected. A precise
estimate of future reductions in expenditures cannot be provided as this wll
depend on the procedure used for the inplenentation of the recommended scale, as
well as its effective date.

D. Survey of best prevailing conditions of enploynment in Rone

343. The Conmi ssion conducted a survey of best prevailing conditions of service
for the General Service and related categories in Rone, with a reference date of
1 November 1994. It will be recalled that in the context of its 1992 review of
the General Service salary survey nethodol ogy for headquarters duty stations,
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the Conmi ssion addressed the issue of duty stations where the |ocal |anguage was
not a working | anguage of the organization. |In previous surveys an adjustnent
had been made at two duty stations (Vienna and Rone) in recognition of the
difficulty of recruiting |local staff with appropriate |anguage skills. As that
difficulty had gradually di m nished, the Conm ssion considered that such

adj ustnents were no | onger necessary. Should that change in the nethodol ogy
result in survey salaries that were | ower than the existing salaries, thereby
leading to a freeze, the Conmmi ssion woul d consi der a phased approach to the
elimnation of the factor.

344. During its consideration of the Rone survey, the Conmi ssion noted that the
pre-survey salaries included a 4 per cent adjustnment for the | anguage factor.

Eli minati on of that factor would have resulted in survey salaries |lower than the
existing salaries. Bearing in mnd its decision as outlined above, the

Commi ssi on deci ded that the | anguage factor should be phased out for Rome as
follows: The scale with an effective date of Novenber 1994 already included a
deduction of one percentage point fromthis factor. A sinilar percentage point
deduction should be nade fromfuture interimadjustments, so as to ensure that
the four-percentage-point |anguage factor was elimnated by the tinme of the next
survey.

345. The sal ary scale recommended by the Conmission is reproduced in

annex XVII1. The financial inplications of the Conmi ssion's decision regarding
the phased elinination of the | anguage factor were estimated at $3.94 mllion up
to Novenber 1996 at the exchange rate of 1,560 lire to the United States dollar
in effect on 1 Novenmber 1994. Wth the conpl ete phasing out of the adjustnent
for the | anguage factor as of 1 Novenber 1996, savi ngs anounting to
approximately $3.3 nmillion per annum woul d be realized.
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Chapter V

ACTI ON TAKEN BY THE COWVM SSI ON UNDER ARTI CLE 17 OF | TS STATUTE

| npl enent ati on of the decisions and recomendati ons of
t he Conmi ssi on

346. As part of its ongoing responsibilities, ICSC undertook a review of the

i npl ementation by the organizations of its decisions and recommendati ons. The
review was intended as an interiminplenmentation report, on the basis that a
conpr ehensi ve report would be made in 1997 in line with the arrangenents for
such reports that | CSC had agreed and reported to the General Assenbly in
1992. 16/

Vi ews of the organizations

347. The Chairman of CCAQ said the findings of the |ICSC secretariat in genera
confirmed that there continued to be a high | evel of adherence to and

consi stency in the application of |1CSC decisions and recomendati ons. Sone

i ssues raised other questions, such as the |inkage between personal pronotions
and, nore especially, supplenentary paynents and difficulties with renmuneration
|l evel s. CCAQ appreciated the clarifications regardi ng personal pronotions

provi ded by the secretariat (see paras. 350-351). Personal pronptions had to be
seen in the context of overall human resources nanagenent: CCAQ woul d wel cone
reconsideration of the matter in that context, and particularly in connection
with merit concerns.

Di scussi on by the Commi ssi on

348. The Commi ssion noted a generally positive picture of adherence to I CSC
deci sions and reconmendations. It confirned the inportance of the nonitoring
exerci se and | ooked forward to receiving a conprehensive report in 1997. The
foll owi ng observations were nade on specific itens.

349. Language incentive. It was recalled that when this subject had been

di scussed in 1993, 17/ the Conmission's view had been that incentives should not
be provided for acquiring abstract or theoretical know edge, but rather for the
practical use and application of |anguages in the interest of inproved

organi zati onal effectiveness. The Conmi ssion wished to reaffirmthat position
At the sane tinme it noted the provision in section |Il.E of General Assenbly
resol ution 48/ 224 requesting "all United Nations organizations to pay particul ar
attention to the situation of staff nenbers whose nother tongue is not an
official |anguage of the United Nations". 1In the Commission's view, the
practical nmeaning of that provision was not clear, nor did it seemin
concordance with the principle that organi zati onal need and efficiency should
have primacy in that area. It noted that in practice organizations gave equa
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treatnent to staff under their |anguage training programes.

350. Personal pronpotions. The Conmission recalled that in section | of its
resol ution 49/223 the General Assenbly had noted with regret that 1LO had not
consulted with I CSC before putting forward a proposal on personal pronotions.
In that connection, ICSC noted the follow ng explanation by the representative
of I1LO of the circunstances surrounding the introduction of the ILO scheme. The
I LO Governi ng Body had nandated the Director CGeneral in November 1993 to abolish
the extra steps that | LO had previously maintained beyond the commpn system
scale and to negotiate nodalities for phasing out extra steps for serving staff.
The results were to be presented to the Governing Body for decision in
Novenmber 1994. Negotiations with the staff had been undertaken within that
framework. The |1 CSC recomendations on nerit awards (which had beconme avail abl e
only in July 1994 and were considerably nore linted than | CSC s previous
thinking in that area) had not been considered by the staff to be an adequate
repl acenent for the existing entitlenment. The |ICSC proposals woul d, noreover,
have required changes in ILO s perfornmance nmanagenent system which could not be
carried out within the tine frame for decision set by the Governing Body. The
staff had proposed instead an extension of the personal pronotion schene
introduced in ILOin 1985 in line with the paraneters set by I1CSC. The package
ultimately negotiated, which had been accepted by the CGoverni ng Body, was very
restrictive in scope and would affect very few staff (for exanple, in 1995 it
woul d apply to a maxi num of 15 staff).

351. It was also noted that sonme organi zati ons had expressed concern about the
internal consistency of the positions taken by the Conm ssion over the years in
respect of personal pronptions. It was clarified by the I CSC secretariat that
the 1984 recomendations 18/ in this area had been of a paraneter-setting nature
and had been franmed in a climte of hesitation about the w sdom of such
measures. In 1993, the Conmission had reaffirnmed its 1984 paraneters, while
noting that the introduction of nerit awards shoul d reduce organi zati ons' need
for personal pronotions (given that one of the conditions for granting persona
pronotions was "truly exceptional nerit", which would presunably be accommmbdat ed
under a nerit award schene). 19/ The Conmission had reiterated that position in
1994 in its consideration of performance nmanagenent neasures. The Conm ssion
noted that personal pronotions appeared to be a growi ng practice; for sone, it
was anot her instance of patchwork nmeasures taken to conpensate for inadequate
salary levels. The Conmission reaffirmed that it was not an advocate of

personal pronotions, which should remain an exceptional nmeasure. It would
revert to the matter in the context of its 1997 revi ew of performnce nmanagenent
measur es.

352. Suppl enentary paynents. The Conmi ssion had a prelimnary consideration of
the issue at its forty-first session. It was reviewed nore substantively at the
forty-second session in the context of the application of the Noblemire
principle (see paras. 224-241 above).
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Deci si ons of the Comm ssion

353. The Conmi ssion decided to take the following action in respect of the
subj ects covered in the inplenentation report:

(a) Language incentive: (i) to take note of the information presented by
the organi zations, pending further review as requested by the General Assenbly
inits resolution 48/224; (ii) to note with appreciation the action taken by the
World Intellectual Property Organization (WPO) to bring its |anguage incentive
scheme into line with I CSC paraneters; (iii) to invite those organizations that
had not done so to introduce nechanisns for periodic retesting for |anguage
proficiency; and (iv) to reaffirmthat the basic rationale for |anguage
i ncentives should be to encourage the practical use and application of |anguages
in the interest of inproved organizational effectiveness;

(b) Long-service/nerit steps: (i) to note the action taken by ILO and the
World Health Organization (WHO) to bring their practices with regard to
| ong-service and nmeritorious increases into line with that of other
organi zations; and (ii) to reiterate its earlier recommendati ons that
organi zations granting nerit increments should discontinue themin favour of
| unp- sum bonuses;

(c) Post adjustnment and rental subsidy thresholds: to note the
confirmati on by organi zations responding to the questionnaire that they were
i npl enenti ng post adjustnent classifications and rental subsidy thresholds as
pronul gat ed;

(d) General Service salary surveys: to take note of the information
present ed;

(e) Inplenentation of job classification standards: (i) headquarters duty
stations: to note a generally satisfactory rate of inplenentation of job
classification standards and to request organi zations that had not yet done so
to ensure the tinmely and full inplenmentation of the relevant standards; and
(ii) non-headquarters duty stations: a. to take note of the positive experience
reported by the organizations in the use of the global classification standard
for non-headquarters duty stations; b. to take note of the information on the
i npl enentation of the standards; and c. to invite organi zations that had not yet
done so to ensure the tinmely and full inplenentation of the standard;

(f) Administration of job classification: (i) to note with appreciation
the efforts nmade to pronote the understanding of the job classification system
by managenent and staff and invite the secretariat and the organi zations to
pursue their efforts in this area; (ii) to note the efforts of the organizations
to provide assistance to progranme nmanagers in organi zational/job design; and
(iii) to request the secretariat to investigate with the organi zations the
possibility of organizing a workshop on the subject;
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(g) Conmon Classification of Occupational Goups: (i) to take note of the
i nformati on on CCOG i npl enentation and the devel opnent of |inkages between job
classification and ot her areas of human resources nanagenent; (ii) to express
satisfaction at the generally high rate of CCOG inplenentation and to invite
organi zati ons concerned that had not yet done so to expedite the conpletion of
CCOG coding; and (iii) to request the secretariat to conplete its review of CCOG
as soon as possible, with a view to assisting the organizations in building
better |inkages between job classification and other conponents of human
resources managenent;

(h) Linked grades: to reiterate that the use of |inked grades was
unnecessary;

(i) Personal pronotions: recalling that in 1984 it had agreed to the
award of personal pronotions as an exceptional neasure and had prescribed strict
paraneters for them (i) to reaffirmthat, in general, it did not advocate the
use of personal promptions; (ii) to confirmthat it foresaw that the exceptiona
reasons which mght lead to the award of personal pronotions would be dealt with
within the framework of other reward and recognition programmes; and (iii) to
revert to this matter in the context of its 1997 review of performance
managenment measures;

(j) Supplenentary paynents: to take note of the information presented at
the current session and to note the secretariat's intention to prepare a nore
detailed report on the subject for consideration in the context of the
exani nation of the Noblenaire principle.
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1/ O ficial Records of the General Assenbly, Forty-eighth Session,
Suppl emrent No. 10 (A/48/30), para. 100.

2/ Ibid., Forty-ninth Session, Supplenment No. 30 (A/49/30),
paras. 38-161.

3/ O fice of Personnel Managenent (OPM Central Personnel Data File
quoted in Leadership for Anerica: rebuilding the public sector (Taskforce
Reports to the National Comni ssion on the Public Service, Washington, D.C.,
1989), (the "Vol cker report"), p. 200.

4/ O ficial Records of the General Assenbly, Forty-ninth Session,
Suppl enent No. 30 (A/49/30), para. 105 (b).

5/ Ibid., para. 105 (a) and (c).

6/ Ibid., Forty-ninth Session, Supplenent No. 30 (A/49/30), para. 114.

7/ These ratios are non-standardi zed and as such do not conformto the
princi pl es underlying the total conpensation nethodol ogy.

8/ United States General Accounting Ofice, "Wrld Bank and | M= pay and
benefits conpared with those of other organizations", July 1995.

9/ O ficial Records of the General Assenbly, Forty-ninth Session,
Suppl ement No. 30 (A/49/30), para. 140 (f).

10/ The Conmi ssion had decided, at its summer 1994 session, to postpone
the new round of place-to-place surveys pending further work on external housing
data and had deferred to its spring 1995 session substantive consideration of
all other issues contained in the report on ACPAQ s 1994 session.

11/ Oficial Records of the General Assenbly, Forty-fourth Session,
Suppl emrent No. 30 (A/44/30), vol. Il, para. 261 (b).

12/ Ibid., Forty-eighth Session, Supplenent No. 30 (A/48/30), para. 142.

13/ Ibid., Forty-seventh Session, Supplenent No. 30 (A/47/30),

paras. 208-232.

14/ Ibid., Forty-eighth Session, Supplenent No. 30 (A/48/30),
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15/ Ibid., Forty-ninth Session, Supplenment No. 30 (A/49/30), para. 194.
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16/ Ibid., Forty-seventh Session, Supplenment No. 30 (A/47/30),
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17/ 1bid., Forty-eighth Session, Supplenent No. 30 (A/48/30),

paras. 154-174.

18/ Ibid., Thirty-ninth Session, Supplenment No. 30 (A/39/30),
para. 222 (h) and (i).

19/ Ibid., Forty-eighth Session, Supplenment No. 30 (A/48/30), para. 220.
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Annex |

STATEMENT BY THE VI CE- PRESI DENT OF CClI SUA REGARDI NG
CCl SUA' S W THDRAWAL FROM THE COWM SSI ON

1. CCl SUA announced its intention to reach a definitive conclusion at the end
of the current session regarding its future participation in the work of the
Conmi ssion. CCISUA had made it known that three itens were key to the serious
decision it would take: the consultative process, remuneration of the

Pr of essi onal and hi gher categories, and the nethodol ogy for the General Service
and rel ated categories salary surveys. On the first two itens the Comm ssion
has taken decisions that were entirely political, with no consideration for the
staff of the commobn system As to the third item we are certain that the
results of the salary survey, a/ carried out without the participation of the

staff who contested the nmethodol ogy, will be considered valid by the Comm ssion.
2. After having consulted the CCI SUA Bureau, | am authorized to announce t hat
CCISUA will no longer participate in the work of the Conmission. W will

continue, until the end of the current session, to participate in the work on
the post adjustnment as it is technical work in which CCl SUA had al ready taken
part. We will also be present for the conclusion of the report to ensure that
our point of view has been duly reflected, but we will no longer participate in
the work of the Comm ssion so as to avoid being present when political decisions
are taken.

3. You are requested to take note of this statenent and the fact that after
this session CCISUA will no |longer participate in the work of 1CSC. W have
come to the end of the road after what has been a bunpy journey. W believe our
presence here is superfluous. To those nenbers who over the years have shown
respect for the presence and views of their interlocutors we would like to
extend our special thanks and appreciation

Not es

al The reference here is to the General Assenbly salary survey at Geneva
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Annex |1

CONSI DERATI ON BY THE COVM SSI ON OF | TS FUNCTI ONI NG
AND WORKI NG METHODS

A The matter was di scussed at the Commi ssion's twenty-seventh and twenty-
ei ghth sessions in 1988, resulting in the follow ng decisions: a/

- Annual report to be divided into two parts, the first part containing
a general outline of the issue and the Conmi ssion's reconmmendations or
deci sions, the second part consisting of the views of the
organi zati ons and of the staff representatives and the discussion of
t he Conmi ssi on;

- I nformal pre-session briefings to be arranged for nenbers of the
Conmi ssi on, as appropriate;

- Di scussions to be held to the fullest extent possible in open
sessions; priority items to be concluded in executive session at the
earliest possible tine, preferably in the first week;

- The secretariat to produce draft decisions as soon as possible upon
the conclusion of each item

- CCAQ and the staff representatives to present their comments on the
draft decisions in witing;

- The Commi ssion to consider whether, on an exceptional basis, further
di scussion on certain items should be held in open session in the

I'ight of the conmments made by CCAQ and the staff representatives

B. The Commi ssion took the follow ng decisions based on di scussions at the
second special and twenty-ninth sessions, held in 1989: b/

- Exami nati on of facts and consideration of relevant information and
alternatives to take place in open sessions;

- Executive sessions normally to be Iimted to taking decisions and the
time spent in them m ninzed;

- Opportunity for further discussion in open session to be provided in
the event new facts cane to light in executive sessions.

C. The foll owi ng decisions were taken at the Commission's thirty-first and
thirty-second sessions, held in 1990: c/
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- Representatives of CCAQ and of the staff to attend all Conmi ssion
meetings, including those at which decisions were taken on all issues
affecting the conditions of service of conmopn system staff;

- Tripartite working groups to be established on ngjor issues;

- Draft decisions of the Conm ssion to be nade avail abl e sinultaneously
and in a tinmely manner to nenbers of the Conm ssion, CCAQ and the
staff representatives;

- A glossary of technical terns to be provided as a part of its annua
report.

D. At its March 1991 session, the Conm ssion addressed the FlICSA proposal that

al | decisions emanating fromthe Conm ssion should be a negotiated set of

recommendati ons rather than the decisions of | CSC acconpani ed by the views

thereon of its interlocutors. The Conm ssion considered that such a working

arrangenment woul d be contrary to the existing statute and inconpatible with the

basic role of the Conm ssion as an independent and inpartial body of experts. d/
In volume Il of its annual report for 1991, the Comm ssion presented its

coments on the docunent prepared by CCAQ and approved by ACC on the functioning

of I1CSC. The ACC docunent had singled out three areas for criticism

increasing politicization; lack of appreciation for the differences anpng

organi zati ons; and an overburdened work programme and regul atory approach to

i ssues. The Conmission's responses dealt, inter alia, with those areas. e/

E. The Commi ssion considered the matter at its thirty-sixth session in 1992
(in the context of the biennialization of the work programe of the Fifth

Commi ttee) and took the follow ng decisions: f/

- To consider nodifying the content and format of its report in odd-
nunber ed years;

- To consider further options for streamlining its procedures and
accel erating the pace of its deliberations;

- To adapt its work to the biennialization requirenents, seeking certain
exceptions as necessary.
Not es

al O ficial Records of the General Assenbly, Forty-third Session
Suppl emrent No. 30 (A/43/30), paras. 9-14 and 97-107

b/ Ibid., Forty-fourth Session, Supplenent No. 30 (A/44/30), vol. I,
paras. 13-24.
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c/ Ibid., Forty-fifth Session, Supplenment No. 30 (A/45/30), paras. 11-19.

d/ I CSC/ 33/ R 16, para. 116.

e/ O ficial Records of the General Assenbly, Forty-sixth Session,
Suppl enment No. 30 (A/46/30), vol. Il, paras. 25-48.

f/ Ibid., Forty-seventh Session, Supplenent No. 30 (A/47/30),
paras. 12-30.
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Annex |1

AGENDAS FOR THE | CSC SESSI ONS | N 1996

Forty-third session (spring 1996)

Pensi onabl e remunerati on and pension entitlenents:

(a) Methodology for the deternination of pensionable renuneration of:

(i) Professional and higher categories;

(ii) GCeneral Service and other locally recruited categories;

(b) Conmon staff assessnent scal e;

(c) Special index for pensioners.

Revi ew of the nobility and hardshi p schene.

Renunerati on of the Professional and hi gher categories:

(a) Base/floor salary scale;

(b) Post adjustnment matters:

(i) Report of the Working Group on post adjustnent;
(ii) Report on the twentieth session of ACPAQ

(c) Review of the |level of dependency all owances.

Conditions of service of the General Service and other locally recruited
cat egori es:

(a) Survey results: London;

(b) Survey preparation: Vienna.

Li m ted-duration enploynent arrangenents

Resol uti ons and deci sions of the CGeneral Assenmbly and the |egislative/

governi ng bodi es of other organizations of the commpn system

Forty-fourth session (sumer 1996)
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Pensi onabl e renmunerati on and pension entitlenents.
Renuner ati on of the Professional and hi gher categories:

(a) Evolution of the margin between the United Nations system and the
conpar at or;

(b) Conparison of pensionable renuneration

Conditions of service of the General Service and other locally recruited
cat egori es:

Survey results: Vienna
Educati on grant.

Adoption of the annual and sessional reports.
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Annex V

TOTAL COVPENSATI ON METHODOLOGY

Met hodol ogy for identification of the highest-paid
nati onal civil service

The net hodol ogy for identifying the highest-paid national civil service is
as follows.

Phase |

Step 1. Review existing criteria for selecting potential conparator(s),
i.e., existing ICSC guidelines relating to national civil services enploying
significant nunbers of staff at the relevant |evels and having established
gradi ng patterns and conditions of renuneration and benefits;

Step 2. Select potential conparators for study using the criteria and
enpirical considerations, as necessary;

Step 3. ldentify and evaluate cash and any significant non-cash
conpensati on of potential conparators. This is a process of elinination in
which it is anticipated that npost of the potential conparators would be
elimnated by an exani nation of conpensation provisions. A strictly limted but
representative job-matching exercise should be undertaken using a sanpl e of
position descriptions fromeach potential conparator to determni ne approxi mate
grade equi val encies vis-a-vis the United Nations commpn system The result of
this process would be the selection of a mninmal nunber of national civi
servi ces based on their net conpensation provisions for further study in
phase Il. 1n evaluating conpensation |evels, appropriate incone taxes and
exi sting post-adjustnment relativities would be appli ed,

Step 4. The results of step 3 would be provided to the Commi ssion to seek
its guidance with regard to proceeding to phase 11
Phase 11
Step 1. Obtain a broadly representative sanple of positions in the
sel ected national civil services which are conparable to those in the
Pr of essi onal and hi gher categories in the United Nations. Evaluate those
positions according to the United Nations Master Standard for classification

Step 2. ldentify and quantify all cash and non-cash renuneration el ements
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paid by the mnimal nunber of potential best conparators. The quantification of
non-cash el ements woul d be based on a nodified total conpensation approach using
the existing nethodol ogy;

Step 3. Quantify retirenent, health, |ife/accident and ot her rel evant
non-cash schenes;

Step 4. Calculate taxes payable to arrive at net renuneration

Step 5. Determ ne exchange rate/cost-of-1living adjustnment nethods to be
used in converting remuneration amunts to a conmopn base;

Step 6. Aggregate cash and non-cash val ues applyi ng appropri ate exchange
rate/cost-of-living adjustnment nethods in order to rank the best potential
conmpar at or s;

Step 7. Conpare the aggregate of cash and non-cash el enents of the top-
ranked conparator in step 6 above to that of the current conparator based on a
grade equi val ency study along the lines of the periodic exercises conducted with
the United States federal civil service
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Annex VI

Table A. Conparison of total conpensation of Swiss officials
in Berne and United States officials in Washi ngton
by equi val ent grades
(Margin for cal endar year 1995)
G ade Tot al conpensati on conpari son Swi ss/ United Wei ghts for

States ratio calculation of
(Switzerland, overall ratio

Berne = 100)
Switzerland a/ United States b/
$ $

P-2 46 370 37 583 123. 4 6.6

P-3 49 985 47 873 104. 4 22.1

P-4 51 604 62 453 82.6 31.1

P-5 55 311 73 426 75.3 27.1

D1 56 210 88 567 63.5 9.7

D2 62 040 93 110 66. 6 3.3
Wei ght ed average ratio after adjustnent for Berne/Washi ngton 85.8
cost-of-living differenti al
Ber ne/ Washi ngton cost-of-living ratio: 0. 69

al These figures represent an adjusted net salary reflecting United

States/ Swi ss differences in net salary, retirement val ues, health insurance

val ues and work hour/|l eave tine.

b/ These figures are identical to those used in margin calculations
before the renpoval of dom nance, except for the inclusion of the tax advantage

for one child.
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N R e

Table B. Swiss/United States total conpensation conparisons -
conpari son of individual total conpensation el enents
by grade

(In United States doll ars)

Remuner ati on el ements

Cal cul ati on of wei ghted averages Wei ght ed Rati o:
average Swiss/United
St ates
P-2 P-3 P-4 P-5 D1 D2

Swi ss net salary a/ 82 877 89 933 95 666 104 212 109 951 120 096 98 068 1.53
United States net salary 37 583 47 873 62 453 73 426 88 567 93 110 64 116

Swi ss net salary b/ 55 241 59 945 63 766 69 462 73 288 80 050 65 367 1.02
United States net salary 37 583 47 873 62 453 73 426 88 567 93 110 64 116

Swi ss pensi on 7 213 7 342 7 421 7 505 7 544 7 451 7 426 0.57
United States pension 8 590 9 987 12 552 14 844 18 118 19 052 13 101
Swi ss health insurance - - - - - - -

United States health insurance 7 278 7 094 6 808 6 587 6 277 6 185 6 770 0.00

al After application of exchange rate adjustnment and before Washi ngt on/ Berne cost-of-1iving adjustnment.

b/ After application of Washi ngton/Berne cost-of-1living adjustnment and standardized to a United States
work year, i.e., adjusted for Swiss/United States differences in work schedule (2,181/2,086 hours), holidays
(109.2/74.2 hours) and vacation (168/165.2 hours).



Annex VI I

Table A. Conparison of total conpensation of German officials
in Bonn and United States officials in Washi ngton by
equi val ent grades using Master Standard equival enci es

(Margin for cal endar year 1995)

G ade Total conpensati on conparison Germany/ Uni ted States Wei ghts for

ratio cal cul ati on
(Germany, Bonn = 100) of overal
ratio
Germany a/ United States b/
$ $

P-2 55 230 39 957 138.2 6.6
P-3 60 689 49 957 121.5 22.1
P-4 66 034 65 754 100. 4 31.1
P-5 79 501 76 788 103.5 27.1
D1 100 782 83 933 120.1 9.7
D2 99 220 94 176 105. 4 3.3

Wei ght ed average ratio after adjustnent for Bonn/Washi ngton
cost-of-living differential: 110.5

Bonn/ Washi ngton cost-of-living ratio: 0. 8157

al These figures represent an adjusted net salary reflecting United
States/ German differences in net salary, retirenent val ues, health insurance
val ues and work hour/| eave tine.

b/ These figures are identical to those used for margin cal cul ati ons (see
annex V), except for the inclusion of the tax advantage of one child.
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Tabl e B.

German/ Uni ted States total conpensation conparison -

conparison of individual elenents by grade

(I'n United States dollars)

Conpensation el enents

Gr ade Wei ght ed Rati o:
aver age Ger man/
Uni t ed
St at es
P-2 P-3 P-4 P-5 D1 D-2
German net salary a/ 51 58 64 76 94 94 69 484 1.05 d/
520 519 620 521 153 153
Uni ted States net 39 49 65 76 83 94 66 257
sal ary 957 957 754 788 933 176
German net salary b/ 42 47 52 62 76 76 56 678 0.86 d/
025 734 711 418 801 801
United States net 39 49 65 76 83 94 66 257
sal ary 957 957 754 788 933 176
German net salary c/ 47 53 59 70 86 86 64 081 1.08 d/
513 968 595 570 831 831
United States net 37 47 62 72 79 88 59 566
sal ary 695 129 032 442 182 845
Ger man pension 11 12 14 18 23 23 15 953 1.24 d/
980 497 225 013 663 663
United States pension 8 629 9 969 12 14 16 18 12 860
523 709 424 152
German health insurance 8 897 8 543 8 570 8 735 8 897 8 897 8 673 1.28 d/
United States health 7 258 7 098 6 810 6 601 6 437 6 271 6 792
i nsurance
German work hours 2 007 2 007 2 007 2 007 2 007 2 007 2 007 0. 96
United States work 2 086 2 086 2 086 2 086 2 086 2 086 2 086
hours
German hol i days 84.7 84.7 84.7 84.7 84.7 84.7 84.7 1.14
United States holidays 74.2 74.2 74.2 74.2 74.2 74.2 74.2
German vacation 256.4 256.4 256.4 256.4 256.4 256.4 256. 4 1.55
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United States vacation 165.2 165.2 165.2 165.2 165.2 165.2 165. 2

German sick | eave 92. 4 92. 4 92. 4 92. 4 92. 4 92. 4 92. 4
United States sick 67.6 67.6 67.6 67.6 67.6 67.6 67.6
| eave

1.

37

al After application of exchange rate and before Washi ngton/Bonn cost-of-1living

adj ust nent .

b/ After application of Washi ngton/Bonn cost-of-Iliving adjustnment.

cl/ After application of Washington/Bonn cost-of-Iliving adjustment, work-hours

adj ustnents and enpl oyee pension contribution.

d/ These ratios are non-standardi zed as to the quantum of work and, as such, do not

conformto the principles underlying the total conpensation methodol ogy.
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Annex VI 11

Conpari son of total conpensation of German officials
in Bonn and United States officials in Washi ngt on by
equi val ent grades usi ng OECD equi val enci es

(Margin for cal endar year 1995)

G ade Tot al conpensati on conpari son Germany/ United Weights for

States ratio calculation of
( Ger many, overall ratio

Bonn = 100)

Ger many a/ United States b/
$ $

P-2 58 111 39 957 145. 4 6.6
P-3 63 587 49 957 127.3 22.1
P-4 66 895 65 754 101. 7 31.1
P-5 81 219 76 788 105.8 27.1
D1 100 782 83 933 120.1 9.7
D2 109 986 94 176 116.8 3.3

Wei ghted average ratio after adjustment for Bonn/Washi ngton
cost-of-living differential: 113. 7

Bonn/ Washi ngton cost-of-living ratio: 0. 8157

al These figures represent an adjusted net salary reflecting United
States/ German differences in net salary, retirenent val ues, health insurance
val ues and work hours/Ileave tine.

b/ These figures are identical to those used for United Nations/United

States margin cal cul ati ons (see annex V), except for the inclusion of the tax
advant age for one child.
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Annex | X
STRUCTURE OF THE SALARY SCALE

Table A, Salary ranges - 1956-1995

Ratio of D-2/top step to P-1/net base sal aries

at the dependency rate
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Note: Dates shown indicate when new base scal es were inpl emented.
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Table B. Net salary ranges (nmaxi nuni m ni mnum

United Nations 1956 scale, D-2/P-1 3. 47
United Nations 1995 scale, D-2/P-1 2.93
United States federal civil service 3.68
United Nations 1995 scale, D-2/P-2 2.32
Wor | d Bank 3.35
OECD 3.30
Ger many 2.59 al
Swi tzerl and 1.39 a/

al Grades equivalent to D-2/P-2; hence they should be
conpared to United Nations 1995 D-2/P-2 ratio.

Table C. Inter-grade differentials, 1956-1995

Inter-grade differentials 1956 scal e 1988 scal e 1990- 1995 scal es
D2/D1 25.0 13. 7 11.5
D-1/P-5 14. 3 10.6 11. 7
P-5/ P-4 19.9 20.5 18.4
P-4/ P-3 21.7 19.5 19.1
P-3/P-2 25.0 20. 4 20.6
P-2/P-1 33.3 26.4 26.3
Range maxi muni mi ni mum 3. 47 2.93 2.93

Table D. Nunber of steps within grades, 1956-1990

G ade 1956 1966- June 1990 Jul'y 1990
P-1 8 10 10
P-2 9 11 12
P-3 10 13 15
P-4 10 12 15

-124-



D-1

D2

10

13

-125-



Table E. Eighteen-year maxi mum pronotion/no pronotion,
total incone ratios

Entrant |evel 1956 scale 1975 scal e 1995 scal e
P-2 1.2882 1.2788 1. 2600
P-3 1.1765 1.1704 1.1548
P-4 1.1026 1. 0957 1.0804
P-5 1.0661 1.0527 1.0489
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Annex Xl

RESPONSES FROM THE PERMANENT M SSI ONS OF GERMANY
SW TZERLAND AND THE UNI TED STATES OF AMERI CA
CONCERNI NG SUPPLEMENTARY/ EQUALI ZATI ON PAYMENTS

A, Cermany

1. Excerpt fromthe letter dated 28 July 1995 fromthe Acting Permanent
Representative of Gernany to the United Nations:

"German nationals provided by the Gernman Governnent on
non-rei nbursable loan to United Nations organi zations continue to receive
their German salary. Germany does not provide nationals to United Nations
organi zati ons on a reinbursable basis. They are either provided on
non-rei nbursabl e | oan or on secondnment. Seconded German nationals receive
only their United Nations enolunents."

B. Switzerland

2. Excerpt fromthe letter dated 5 July 1995 fromthe Chargé d' affaires a.i
of the Pernmanent Observer M ssion of Switzerland to the United Nations:

"The appoi ntnent of Swiss nationals by the United Nations on a private
basis is an area in which the Swiss authorities do not, as a matter of
principle, involve thensel ves and which thus falls within the direct
conpetence of the Secretary-General of the United Nations and the Swi ss
nati onal concerned. On the other hand, the appointnment of Swi ss civi
servants by the United Nations, on a tenporary basis, is a particular case
for which special |egislation has recently been enacted. The statute in
question (dated 31 March 1993) is applicable and, it should be pointed out,
provi des for both recognition of the civil servant's independence and
loyalty to the international organization (art. 2) and for any paynent of
suppl emrentary enol unents to have been approved by the internationa
organi zati on concerned (art. 5, 'in agreenent with the internationa
organi zation'). The Swiss legislation and practice are thus in accordance
with the principles established by the United Nations for the appointnent
of Swiss nationals and civil servants.

"At present, no Swiss civil servant is enployed at United Nations
Headquarters."

C. United States of Anerica
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M ssi

Excerpt fromthe note verbale dated 19 June 1995 fromthe United States
on to the United Nations:

"The United States CGovernnment does not ever provide any kind of
paynments to individuals who are not on secondnent fromthe Governnent. It
shoul d be noted that, of the 1,850 Americans in United Nations Professiona
positions, about 1,750 (95 per cent) were not on secondnent from federa
servi ce.

"Furthernore, the United States Governnent does not provide any
ongoi ng subsi dies or other forms of paynent to any United States nationals
during their enploynent with the United Nations or other internationa
organi zati ons.

"As we have previously reported to the Conmi ssion, a very snall nunber
of United States nationals who return to the United States CGovernnent
service after being seconded (transferred) to an international organization
may be entitled to an 'equalization allowance' paynent. Such paynents are
aut horized only after the individuals show that the conpensation they
recei ved while on secondnent to the United Nations agency was | ess than the
conpensation they would have received fromthe United States Governnent if
they had been on loan or 'detailed to that agency. (Please note that when
these differences occur, they are sonetinmes the result of a federa
enpl oyee taking a United Nations job in a post below their federal grade
and salary level.) Again, these paynents are made only after the
i ndividual returns to United States Government service; under no
circunstance are such paynents made during individuals' United Nations
servi ce.

"As part of ongoing efforts to prioritize and rationalize data
collection efforts, beginning in 1994 the Departnent of State discontinued
conpiling detailed informati on on Anericans seconded to internationa
organi zations. Therefore, the data you requested on equalization
al | owances are not avail able. However, our 1993 data show that of the 100
i ndi vi dual s seconded to United Nations agencies, only 5 qualified for the
equal i zati on all owance. Conpared to the 1,850 Anericans in Professiona
positions throughout the United Nations system this nunber is virtually
insignificant.

"Between 1989 and 1993, 878 federal enployees were seconded to United
Nat i ons agencies or other international organizations. Al 878 of these
i ndi vi dual s woul d have been entitled to equalization paynents if they could
show that their United Nations conpensation was |less than their federa
conmpensation. During those five years, only 26 individuals qualified for
the all owance. The fact that 852 (97 per cent) did not qualify for a
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payment indicates that, in the vast majority of cases, their United Nations
conpensati on was equal to, or greater than, the federal conpensation to

whi ch they woul d have been entitled had they been on a United States
Governnment assignment in the | ocation of their United Nations position."”
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Annex Xl |

PROCEDURE FOR ADJUSTI NG THE NET REMUNERATI ON OF STAFF
FROM THE PROFESSI ONAL AND HI GHER CATEGORI ES BY SCALI NG
FORWARD POST ADJUSTMENT | NDI CES

1. A scal e-forward nmethod adj usting net remuneration | evels operates on post
adj ust ment i ndices rather than on base salaries. (A method of this kind was
used from 1985 to 1988 to deflate post adjustnent indices during the freeze.)

2. An exanpl e of applying a 5 per cent salary increase by a base/fl oor
i ncrease (without consolidation) would be as follows:

Bef ore After
$ 5 per cent
i ncrease
$
Base sal ary 50 000 52 500
150 post adj ustnent index 25 000 26 250
50 post adjustnment multiplier
Net remuneration 75 000 78 750
i.e., everything - base, post adjustnment and total - goes up by 5 per cent. The
post adjustnent index (PAl) stays constant.
3. An exanple of a scale-forward increase to give a 5 per cent increase in net
renmuneration would be as foll ows:
Bef ore After
$ $
Base sal ary 50 000 50 000
Post adjustment (index 150, rmultiplier 50) 25 000 28 750*
Net renuneration 75 000 78 750
* PAl is scaled forward from 150 to 157.5; base salary stays

constant but net remuneration rises 5 per cent as in paragraph 2.
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4. There is no difference in increase ambunts fromusing a scale-forward
techni que as opposed to increasing the base salary scale. However, the scale-
forward arrangenent has four characteristics which may be seen by sone as
advant ages:

(a) The allowances |linked to the base/floor (mobility, hardship,
separation and hazard pay) are unaffected by the adjustnent;

(b) The arrangenent allows for precision in adjusting salary levels to
exactly the margin level desired at the tine the scale-forward is inplenmented
whereas the use of the base/floor scale requires projection sone tine in the
future

(c) The arrangenent allows the retention of the current GS-13/14 reference
poi nt between the United States and the P-4, step VI, United Nations grades used
in base/floor adjustnents;

(d) In the case of existing gaps between PAls and nultiplier |levels these
are cleared through an adjustnment operation and, hence, increases are only
applied to the |l ocations where purchasi ng-power parity justifies it.

An exanple may suffice
Suppose a duty station has a multiplier of 50 but a post adjustnent index

of 140, i.e., for whatever reasons the pay |evel exceeds that justified by
pur chasi ng- power parity.

Under a base/floor increase the pay level will increase as shown in
par agraph 2 above, but under a scale-forward technique there will be no change
as the index will still not reach the pay |evel

Exanpl e:

PAI 140 x 1.05 = 147, as 147 is less than 150, i.e., the pay level; there
is no change in pay applied.
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Annex Xl |

TERMS OF REFERENCE OF THE WORKI NG GROUP ON
THE POST ADJUSTMENT SYSTEM

1. Bearing in mnd the overall objective of the post adjustnment systemto
ensure purchasi ng-power parity between the base of the system and other duty
stations and over tine, and noting the present difficulties being experienced
with the existing system the Wrking G oup shoul d:

(a) Review the basis on which the post adjustment is currently cal cul ated,
i ncluding the question of the ambunt of net base pay subject to the application
of post adjustnent, and identify major problems with its current operations;

(b) Examine the inplications of changed conditions as regards the strength
of the currency of the base of the systemvis-a-vis other major currencies in
the world econony including the effect of this at the base (New York) and at al
other major locations with simlar characteristics;

(c) Examine howthe current nethodology is reflecting currency
fluctuations in the post adjustnment system

(d) Assess the efficacy of the post adjustnent systemin neeting its
i ntended goals and how it is responding to new conditions;

(e) Examine the underlying principles, structure and nmechani sns of the
adj ust ment systens used by simlarly situated enployers in both the public and
the private sectors.

2. The Working Group should identify alternative approaches for ensuring a
nore viable and equitable system including proposals for inprovenents to the
exi sting system

3. The Working Group should be conposed of three nmenbers of the Commi ssion
three representatives of the organizations and two representatives of each of
the staff organi zations. Support should be provided by the secretariats of |ICSC

and CCAQ

4, The Working Group nay obtain the services of outside experts.
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Annex XV

REPORT OF THE LEGAL CONSULTANT TO THE | CSC SECRETARI AT
ON THE LEGAL ASPECTS OF THE METHODOLOGY TO | MPLEMENT
GENERAL ASSEMBLY RESOLUTI ON 48/ 224, SECTION II.G

I.  THE | SSUES | NVOLVED

1. The legal issues explicitly or inplicitly identified during the
Conmi ssion's discussions at its forty-first session in the context of GCeneral
Assenmbly resol ution 48/ 224, section Il.G are the follow ng:

(a) In view of the disparate definitions of the area of the Geneva duty
station, which in the United Nations Staff Rules includes the adjacent areas of
France but in the regulations or rules of the other Geneva-based organizations
are restricted to Switzerl and:

(i) Wuld it be necessary to anend the applicable regulations or rules
before introducing a post adjustnent cal cul ation that takes account of
areas not included in the existing definitions?

(ii) Wbuld present staff have an "acquired right" to the existing
definition in the enploying organization, so that any revised
definition could only be applied to staff recruited thereafter?

(b) Could a post adjustnent rate that took into account price levels in
France be equitably applied to staff nmenbers legally precluded (i.e., by French
law) fromresiding in France?

(c) O what relevance is the fact that France is not a party to the
Convention on the Privileges and Inmunities of the Specialized Agencies and has
not concl uded headquarters agreenents with the Geneva-based specialized
agenci es?

I'l. FACTUAL BACKGROUND

2. New York is the current base of the post adjustnment system |In
establishing cost-of-living relativities between New York and other duty
stations, place-to-place surveys are conducted on a periodic basis. As part of
these place-to-place surveys, inter alia, prices of a predetermn ned basket of
goods and services applicable in New York are conpared with those for
corresponding itens of the sane basket at other duty stations. The price

coll ection exercise for New York takes into account where staff nenbers actually
reside, i.e., in which of the five boroughs of New York City, or the adjoining
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County of Westchester, or in the neighbouring states of New Jersey and

Connecticut. |In each of these areas price surveys are nade, and these are
averaged by weighting by the nunber of staff nenbers who reside in each area.
The weights, i.e., the nunbers of staff nenbers in each area, are estimted on

the basis of responses to staff surveys.

3. Staff nmenbers of certain nationalities (currently just five, but a

consi derably higher nunber in the past) are required by United States law to
reside either within 25 nmiles of Colunbus Circle or within the five boroughs of
New York City. However, in making the above cal cul ati ons no account has ever
been taken of these restrictions on sone staff nmenbers.

4. At the other five headquarters duty stations aside from Geneva (London
Montreal, Paris, Rone and Vienna) the cost-of-living surveys simlarly cover
price collections in areas in which staff generally live. However, in respect
of none of those duty stations do staff nenbers routinely live in another
country or area where price levels are significantly different fromthose of the
headquarters city itself.

5. In respect of Geneva it is estimated that at present sone 40 per cent of
the Professional staff reside in surroundi ng areas of France, many of which are
actually closer to the buildings in which they work than parts of the city or
canton of Geneva or of the Canton of Vaud where the bal ance of internationa
staff nmenbers |ive. However, the price surveys in respect of Geneva have

al ways, or at |east as long as | CSC has been in existence, only been made in the
City of Ceneva, excluding data from France but also fromthe rural areas of the
canton and fromthe Canton of Vaud.

6. It al so appears that sone of the Geneva-based staff are, because of their
nationality, precluded by French law or imrigration practice fromliving in
France. However, no data appear avail able on how many Professional category
staff nmenbers are so handi capped.

[11. ALTERNATI VE SOLUTI ONS FOR GENEVA TO TAKE ACCOUNT
OF THE GENERAL ASSEMBLY' S DI RECTI VE

7. ACPAQ and |1 CSC considered two alternative responses to the CGenera
Assenbly's directive

(a) To establish a single post adjustnment index (PAl) for Geneva based on
pricing surveys conducted where staff are actually living (i.e., in the City of
Geneva, elsewhere in the canton or in the Canton of Vaud, and in France),
wei ghting these data as is done in respect of New York City (see para. 2 above)
or other headquarters duty stations;

(b) To establish two PAIs in respect of persons working in Geneva:
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(i) one for those residing in Ceneva or el sewhere in Switzerland; and
(ii) another for those residing in France.

However, two other alternatives m ght also be considered:

(c) To establish two PAIs in respect of persons working in Geneva:
(i) one for those who are free to reside either in Switzerland or in France if
they so choose; and (ii) another for those legally precluded fromresiding in
France;

(d) To maintain a single PAl for Geneva which is based solely on price
surveys in that city, but determ ned by conparison with price levels in
Manhattan only, i.e., excluding for this purpose in respect of the base city the
| ower-priced areas in which many staff actually reside, in the same way such
| ower-priced areas are excluded in respect of Geneva by surveying prices only in
that city.

V. LEGAL ANALYSI S OF THE OBJECTI ONS CONSI DERED
BY THE COVM SSI ON

A.  Need to harnoni ze the definitions of the duty station

8. Wt hout examining the texts of the relevant agency staff regul ations and
rules, it is not possible to essay any advice on whether it is necessary to
anend themin order to inplenment a new procedure for determ ning the Geneva PAI

In any event, it is for each organization to determ ne whether such a step is
necessary, and if so, which governing organ must take the decision. To conply
with its obligations under its relationship agreenent with the United Nations
and under the ICSC statute, it is up to each organi zation to take neasures, if
it legally can do so (and this point is addressed below), to put itself in a
position whereby it can conply with any General Assenbly decision relevant to
the inplementation of the commpn system

B. Acquired rights

9. No staff could have an acquired right to any staff regulation or rule or to
any procedure that results in a particular nethod in cal cul ating the Geneva PAI
The United Nations Administrative Tribunal has repeatedly enphasized that
acquired rights are not violated if a change in rules is applied only
prospectively, wi thout changing rights relating to past periods of service. a/
The | LO Adm nistrative Tribunal has nunerous tinmes held that even though staff
may have an acquired right to a particular allowance or benefit or adjustnent,

if these were of a sort that reasonably m ght have influenced the decision to
enter the enploy of the organization, staff do not have such a right to a
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particul ar amount of such all owance, benefit or adjustnment, or to a particul ar
met hod for cal cul ati ng such anmount; indeed, staff nenbers can expect that both
the ampunt and the method of calculation will change fromtime to time. b/

10. Applying these standards in the present instance:

(a) It seens nost unlikely that any staff nenber considered it decisive,
in entering the enpl oy of one of the Geneva-based organi zations, that the post
was defined as precisely Geneva alone, and that the PAl would be cal cul ated
sol ely based on Geneva prices, regardl ess of where the staff nmenber in question
or any other staff nenbers, actually |ived;

(b) No Professional staff nenber of a United Nations comopn system
organi zation has an acquired right, and in nost cases not even a contractua
right, to assignment to a particular duty station, since all are subject to
assi gnnment by the executive head to any of the offices of the enploying
organi zation. |If any of the Geneva-based organi zati ons were to establish
offices in Paris or Ferney, its Professional staff nmenbers could be assigned to
themas their new duty station. A fortiori staff cannot have an acquired right
to a particular geographic definition of their duty station

(c) To the extent that it appears that the present nethod of cal cul ating
the Geneva PAl is anonmal ous conpared to the nethod of making such cal cul ations
in respect of other duty stations (particularly as regards the price collection
in New York), and can even be said to be objectively defective, no staff nenber
could have an acquired right to the maintenance of such an anomaly or defect. c/
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C. Right to equal treatnent

11. Staff nenbers are entitled to equal treatnent to the extent that their

ci rcunst ances correspond (e.g., same grade and step, sanme fam ly situation
etc.: hereinafter, "equivalent staff"). This principle is sonetines expressed
as "equal pay for equal work", though in the established practice of the United
Nati ons conmon systemthis actually neans "an opportunity to enjoy an equa
standard of |iving for equal work". Thus, nornmally, equivalent staff at the
same duty station receive the sane renuneration, regardl ess of whether they
reside or shop in a high-cost or a |owcost area proximate to their place of
work, since a single PAl is established for the whole duty station, reflecting a
wei ghted (according to where staff nenbers actually |ive and shop) average of
the relevant cost data; it is left to each staff nmenmber to decide where to
reside, in the light of such renmuneration and of personal circunmstances and
preferences. Equivalent staff at different duty stations receive renunerations
that differ (by nmeans of the post adjustnent systen) so that those whose costs
correspond to the weighted average at their duty station can enjoy the sane
l'iving standard. Although not perfect or fully logical, this systemhas |ong
been considered as satisfying the I egal requirenent of equal treatnent.

12. Because the Geneva PAl has been based solely on cost surveys in that city
(which may be presuned to have generally higher costs than those in the rest of
the canton, in neighbouring cantons and especially in neighbouring areas of
France), GCeneva-based staff have, regardl ess of where they actually reside,
enjoyed a rel atively higher remuneration than those assigned to duty stations
where the PAI is calculated taking into account the actual residence of staff
menbers. This would seemto violate, to the di sadvantage of such other staff,
the requirenent of equal treatnment as discussed in the previous paragraph and it
is this inequality that the General Assenbly resolution requires the Conm ssion
to elimnate.

13. A problem arises, however, in respect of staff who for sone reason beyond
their control do not enjoy the sane freedom as nmpst staff nenbers to reside in
all areas that have reasonable proximty to their place of work. Aside from New
York, where certain staff nenbers are restricted as described in paragraph 3
above, Geneva is the only headquarters duty station at which this situation
appears to arise. This is attributable to the fact that an undeterm ned nunber
of staff menbers are said to be precluded by French aw or imrigration practice
fromliving in areas of France close to Geneva, where a great nunber of their
col | eagues choose to and can reside. These staff nmenbers nust therefore reside
in Switzerland (but not necessarily in the City of Geneva) and the question

ari ses whether in respect of themit would be equal treatnent to pay a
remuneration partially calculated on the basis of costs in areas where they
cannot reside, and perhaps even shop. Since the answer to the previous question
is presumably negative, how can such staff nmenbers receive truly equa

treatnment? The answer would seemto be that their PAl should be cal cul ated on
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the basis of costs in the areas in which they can and do actually live in
Switzerl and.

14. However, this in turn raises a further question: nust staff menbers
actually residing in Switzerland but who are not legally constrained to do so be
treated equivalently to those referred to in the previous paragraph, or should
their renunerati on be based on a PAl reflecting their freedomto live in France
if they so choose? To this it is not possible to give an unanbi guous | ega
answer, in the absence of conclusive Tribunal jurisprudence. d/ However, it
woul d seemthat in this respect basing equival ence on what staff nenbers are
free to do reflects nore closely the PAl calculation made in respect of New York
than basi ng equi val ence on what staff actually do. Nevertheless, the choice
between the solutions outlined in paragraph 7 (b) and (c) above should be
treated as falling within the area of legislative or adm nistrative discretion

15. One other matter that should be explored is whether France could not be
prevailed upon to permt, also taking into account its obligations as a nenber
of the European Union and as a participant in the Schengen arrangenents, al
international staff nenbers, regardless of nationality (and that of their
spouses), to reside in the areas of France adjacent to Switzerland. That would
naturally solve the problemreferred to in paragraph 1 (b) and explored in

par agraphs 13 and 14 above.

D. Privileges and imunities in France

16. The fact that France is not a party to the Convention on the Privileges and
Immunities of the Specialized Agencies or to any headquarters agreenent with a
Geneva- based agency would seemto be irrelevant. |In the first place, sone

40 per cent of the staff have neverthel ess decided and arranged to live in
France. The fact that there are outstandi ng questions involving taxation are
not relevant either: if such natters are not resolved satisfactorily, either
generally or specifically with respect to a particular staff menber, such staff
menber can al ways, taking into account all circunstances relevant to

hi m hersel f, nopve back to Switzerl and.

17. In this connection it should be noted that the United States is also not a
party to the Convention on Privileges and Inmmunities, nor to any headquarters
agreenent with a specialized agency, many of which have sone staff in New York.
Al staff nenbers (except assistant and under-secretaries-general) are subject
to different sales taxes and different real property tax rates. These are al
matters that staff nmembers take into account in deciding where in the New York
area to reside, and these differences have not constituted an obstacle to
establishing a single PAl for New York.
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V. LEGAL ANALYSI S OF THE VARI QUS SOLUTI ONS

18. On the basis of the above, the followi ng are the | egal considerations
relevant to the proposed solutions set out in section Ill above.

19. Cenerally, it will be for each organization to deci de whether and how it
need anmend its staff regulations or rules, but none of them seem precluded by
acquired rights or other legal constraints fromdoing so. Also generally, the
non-participation of France in the Convention on the Privileges and |Inmunities
of the Specialized Agencies is not relevant to any of the sol utions.

20. Wth reference to the solution suggested in paragraph 7 (a), the only

rel evant | egal objection is its inposition on those unable to reside in France.
It would therefore seeminportant to deterni ne approxi mately how many

Prof essi onal staff nenbers are so limted and whether it would be possible to

i nduce France to accept their residence (see para. 15). If ultimtely there are

only very few so handi capped, a special solution (perhaps along the |ines of

that proposed in paragraph 7 (c)) mght be devel oped for them

21. The principal |egal objection that could be advanced to the solution
suggested in paragraph 7 (b), aside fromany practical and staff policy
considerations, is that it differs fromthe approach used in New York and at
ot her headquarters duty stations. Furthernore, the failure to average woul d
advant age staff residing in Switzerland and di sadvantage those residing in
France. However, as relevant circunmstances in New York and Geneva are
significantly different (i.e., the existence of a national border), the
different nethods of calculating the PAl could be justified.

22. There probably also are no valid | egal objections to the solution in
paragraph 7 (c); but see paragraph 14 above.

23. Wth respect to the solution in paragraph 7 (d):

(a) It should be noted that it does not really conply with section Il.G of
General Assenbly resolution 48/ 224, though in effect it may largely neet the
preoccupation that notivated that decision: the concern that the Geneva PAl is
i nappropriately high because of its faulty nethod of cal cul ation

(b) It may do only rough justice, depending on conparing whether the ratio
in New York City of an actual PAl to a notional PAl based only on Manhattan
prices is sufficiently simlar to the ratio of the actual Geneva PAl to what it
would be if it were established by the same nethodol ogy as used in New York and
ot her duty stations.

24. Finally, it should be noted that mmi ntenance of the current system of
conputing the Geneva PAI is legally objectionable fromtwo points of view
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(a) It would not respond to a Ceneral Assenbly resolution by which the
Conmi ssion is bound;

(b) By objectively and seriously overstating the PAl of at |east those
staff working in Geneva but residing in France, it offends agai nst the equa
l'iving standard for equal work principle of the entire post adjustnment system
thus relatively di sadvantagi ng the Professional staff at all other duty
stations. This objection would seemto be nore serious than those that can be
advanced agai nst any of the alternatives exam ned above.

Not es

al E.g., United Nations Administrative Tribunal Judgenment No. 370
(Moliniere) (relying on Judgenents Nos. 82 (Puvrez); 395 (Qummi h), part XXIII
400 (Connolly), parts I X and XlI; 404 (Brede 11), part Xlill; 478 (Sundaram
part X; and 634 (Horl acher), part VI).

b/ E.g., International Labour Organization Adnministrative Tribuna
Judgenents Nos. 368 (in re: Elsen and Elsen-Drouot); 372 (in re: Guyon
(No. 2)); 660 (in re: Choentowsky (No. 2) et al.), part 5; 726 (in re: Andres
(No. 2) et al.), part 15. For a full discussion, see |LOAT Judgenent No. 832
(inre: Ayoub et al.), parts 10-15, in which the Tribunal concluded "t hat
because the altered termis in the rules and because of the reason for the
anmendnment, and notwi thstanding the financial injury to the conplainants [through
a change in the cal culation of pensionable renuneration], there was no breach of
an acquired right" (final paragraph of part 15).

c/ See United Nations Adm nistrative Tribunal Judgenment No. 546 (Christy

et al.), para. XV.

d/ The jurisprudence reflected in United Nations Adm nistrative Tribuna
Judgenents Nos. 408 (Rigoulet) and 656 (Krener and Gourdon), while suggestive,
is not directly relevant, as they primarily interpreted the text of a United
Nations staff regulation
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Annex XV

COVMENTS BY THE | NTERNATI ONAL LABOUR ORGANI ZATI ON ON
THE LEGAL ADVI CE PROVI DED TO THE COWM SSI ON ON THE
METHODOLOGY TO | MPLEMENT GENERAL ASSEMBLY RESOLUTI ON
48/ 224, SECTION I1.G

1. The | egal advice given by the consultant in response to the request of the
International Civil Service Conmmission (I1CSC) is intended to show that

mai ntai ning the system of conputing the Geneva post adjustnent would be legally
incorrect since, unlike the systemfollowed for New York, it does not take into
account the real standard of living (sic a/) in the places where staff menbers
actually reside and that maintaining that system would consequently be contrary
to the Ceneral Assenbly resolution (para. 24).* By treating the situation in
Geneva and the situation in New York as if they were alike, the consultant seens
to have |ost sight of the fact that, where Geneva is concerned, there is an
international political border (reinforced by the entry into force of the
Schengen agreenents) between place of residence and the workplace. This

onmi ssion distorts his conclusions on three issues: the conpetence of 1CSC, the
operational prerogatives of the organizations concerned and, |astly, equa

treat ment.

. COVPETENCE COF I CSC

2. The consul tant does not deal directly with this subject. In response to
speci fic questions raised by ICSC as to whether there is a need to harnoni ze the
existing definitions of duty station, he takes the viewthat it is for each
organi zation to determ ne whet her an anendnent is necessary, taking into account
its obligations under its relationship with the United Nations and under the

| CSC statute, in order to conply with the decisions of the General Assenbly
relevant to the inplementation of the cormmbn system (para. 8).

3. This assertion puts things the wong way round. Under the terns of the

| CSC statute, the Commission's mandate is to classify duty stations for the

pur pose of applying post adjustnents, in other words, to calculate the cost of
living at duty stations as defined in the relevant basic docunents. The

Conmi ssion's mandate is not to redefine duty stations so that they coincide with
the places where staff reside in response to the supposed requirenents of the
met hods for calculating the cost of living. The argunent based on the Genera
Assenbly's intent is in that respect devoid of any |legal value (not to say
circular). I1CSC, |ike the General Assenbly itself, is legally bound by the ICSC

*All paragraph references are to paragraphs in annex XlIV.
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statute as long as the statute has not been anmended. Contrary to what the
consul tant seens to suggest when he states that staff nmenbers, because they do
not have an acquired right to assignnent to a particular duty station, do not,
a fortiori (sic?), have a right "to a particular geographic definition of their
duty station" (para. 10), the General Assenbly cannot, notwithstanding all its
powers, decide that Geneva is in France

I'l. OPERATI ONAL PREROGATI VES AND REQUI REMENTS COF
THE ORGANI ZATI ONS

4. By asserting that the duty station should be redefined for purposes of the
post adjustnent in order to take into account place of residence, the
consultant's analysis in a way nmakes the concept depend on the will of staff
menbers, whereas the duty station is a matter to be deternined by each

i ndi vi dual organi zation, which defines the duty station in the light of its
operational requirenments. The duty station is determ ned on the basis of a
nunmber of |egal conditions which nust be present so that the organi zation and
its officials can performtheir tasks w thout interference.

5. The organi zati on does not have the power to define the duty station for
pur poses of residence in such a way as to extend it into a country other than
the country of enploynent inasnmuch as it cannot force upon another country what
it can require of the headquarters country, particularly the presence of its
officials. The assertion on this point, to the effect that it is irrelevant
that there is no headquarters agreenent or that France has not ratified the
Convention on the Privileges and Inmunities of the Specialized Agencies

(para. 16), is particularly perplexing. The paradox reaches its high point when
the consultant, after nentioning the possibility of pressing France to ratify

t he Convention on the Privileges and Imunities of the Specialized Agencies,
goes on to enphasize that, if that did not cone to pass, the staff nenbers
concerned coul d al ways nove back to Switzerland! |f that is the case, this
reasoning applies likewi se to a possible decrease in the post adjustnment, and
one wonders what is the sense of the discussion

6. The corollary of this observation is that staff nmenbers do not have the
right to establish their residence in France. It is only a matter of tol erance,
a possibility which some - but not all - staff nenmbers can take advantage of,

strictly at their own risk and only to the extent that their choice will not
interfere with the normal perfornmance of their duties. As regards France, this
appeared to be the situation since, without ratifying the Convention on the
Privileges and Imunities of the Specialized Agencies, France seened, in spite
of some annoyi ng administrative requirenents, to accept up until recently that
it should, as a nenber of the Geneva-based organizations, grant to their staff
menbers simlar privileges and inmunities to those accorded by the host country.
As soon as it appeared that this position was being placed in doubt, the
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organi zati ons concerned, and ILO in particular, made it known that they reserved
the right to require their staff nenbers to live in the | ocal area, since the
attitude of the French Governnent anpunted to a denial of the special status of
international civil servants and hence created uncertainties with respect to
possible interference with their functions (for exanple, in connection with
custons inspections at the border). This firmresponse is no doubt one of the
reasons which pronpted the French Governnment to undertake to ratify the
Convention on the Privileges and Inmunities of the Specialized Agencies. It
shoul d be noted that, pending ratification of the Convention, ILO continues to
attach to contracts a notice drawing attention to the inplications of a decision
to live in France

1. EQUAL TREATMENT

7. This problemis dealt with by the consultant as if the situation of the
Geneva headquarters was conparable to that of New York fromthe point of view of
t he geographical pattern of staff nmenbers' residences by overl ooking the

exi stence of an international political frontier; this distorts his analysis of
the probl em of equal treatment of Professional staff. Mreover, it conpletely
ignores the situation of staff nenbers in the General Service category, to which
reference was made | ast year.

A.  Equal treatnent of Professional staff at the different
duty stations

8. A prelimnary comrent needs to be nmade. The consultant asserts that the
system for cal cul ating the Geneva post adjustnent violates the principle of
equal treatnent in relation to other duty stations. But equal treatnent of
other duty stations is, by definition, in no way affected if the Geneva post

adj ustnment is calculated on the basis of the cost of living in Geneva. |If
anyone has a right to conplain about unequal treatnent, it is not staff at other
duty stations but rather staff nmenbers residing in Geneva who receive the sane
post adjustnent as staff nenbers living in France, when the latter have | ower
expenses. These staff menbers, however, are not conplaining. The argunent of
equal treatnment thus appears to be intended mainly to justify at any cost - let
us not mince words - a reduction of the Geneva post adjustnent. This intention
is nost clearly evident in the paradoxical comrent in paragraph 21, to the
effect that the use of two different indices for Switzerland and France woul d

di sadvant age those residing in France. |If the indices are calculated to ensure
equal purchasing power, this assertion nakes no sense. |t begins to nake sone
sense in relation to the idea that the Geneva post adjustnent is in any case too
hi gh and nust be reduced.

9. Assum ng that fromthe | egal point of view the duty station could be
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extended to the other side of the border, which is not the case, the rea
question in determ ning whether there is unequal treatnment would be to conpare
the situations in all their aspects, taking into account, in particular, the
practical consequences entailed by the crossing of the border. The consultant
has not exam ned this point, because he treats international State borders as if
they were internal, federal or cantonal borders. There is reason to believe
that, if the staff nmenbers who live in Switzerland - and they constitute the
majority - do not feel that they are victins of discrimnation, it is because
they feel that the inconvenience or uncertainties inherent in the border
crossi ng counterbal ance any possi bl e advant ages.

10. W thout undertaking an exhaustive analysis, reference should be nade

firstly to the tax factor. The inportance of this difference was illustrated
recently by France's clains with respect to the taxation of the incone of al
staff menbers of the specialized agencies. It is shocking in this regard to

note that the consultant neverthel ess seeks (para. 17) to treat the situation as
the equivalent of the situation in the United States, as if differences in
consuner taxes did not have a radically different significance fromthe point of
vi ew of equal treatnent than the significance which an inconme tax on the
earnings of international civil servants would have. It should in any event be
enphasi zed that, in keeping with the logic of the position outlined above, ILO
has indicated that such a situation, in so far as it is the consequence of a
private choice nmade by the staff nmenber, should be the responsibility of the
staff nmenber and that the organization would refuse to reinburse such taxes for
the sake of equal treatnent. |If such a situation were to materialize, the
difference in the cost of living would, noreover, largely be offset by the tax
factor. The consultant's logic would require the organizations to pay the
difference in such a case; one mght then be faced with a "zero-sunf transaction
in financial terms - but not in terns of its bureaucratic conplications - which
woul d entail giving back with one hand what had been taken away with the other
through a reduction in post adjustnent!

11. VWhile it seens that this eventuality will, npst fortunately, be avoided,
the sane is not true for the nany other differences associated with the

exi stence of an international border, which entails inportant quantitative
differences as conpared with cantonal or federal frontiers in respect of
indirect or consumer taxes. And these differences will no doubt increase with
the introduction of a value-added tax in Switzerland, where the rate will be
much | ower than in France (where it has just been increased) and where it will
not be reinbursed to staff at the higher |evels.

12. Contrary to what the consultant seens to postulate, staff nenbers are not
free to do their shoppi ng wherever they please. Apart fromthe case in which
inportation is prohibited, staff nust declare goods that they inmport and the
formality of making a custons declaration, even when it results in conparatively
modest duties, is an inconvenience that cannot be |left out of account.
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13. In nore general terns, crossing the border is a source of uncertainties,
petty annoyances and, especially, delays (it increases the journey between the
wor kpl ace and honme and, unlike in New York, the persons concerned bear the ful
burden of the increase). For a nunber of staff nenbers who live in Switzerland,
the border crossing requires a visa, which is extrenely expensive, if not

prohi bitive. Even w thout seeking to quantify every last thing, it does not
seemvery serious to seek to cone to a conclusion without taking the trouble of
consi dering such factors.

B. Equal treatnment with the General Service

14. It will be recalled that sone General Service staff nenbers have been
recruited fromthe area adjacent to the border and that even those who have not
been recruited fromthat area go there to live in large nunbers. |n accordance

with the Flemming principle, their salaries are calculated on the basis of the
best prevailing rates of pay in Geneva, without any restriction or reduction
linked to proximty to a |l ower-cost area. It would noreover be unthinkable for
conpani es in Geneva to pay |ower wages to workers from across the border in view
of the lower cost of living there. b/ Such an approach would be considered a
violation of the principle of equal pay for equal work. How then can one think
that work shoul d be recognized as having the sane value for General Service
staff fromboth sides of the border and that it should not be the sane for

Pr of essi onal s?

15. In conclusion, it should first be enphasized that in the current clinmte of
zero-growth or resource reduction, the organizations are no | ess concerned than
| CSC and the General Assenbly with cutting costs. In the Iight of the
foregoi ng, however, they are not in a position to consider that such savings can
be realized through a reduction in the post adjustment of Professional staff in
Geneva, because the justification given for the reduction is a fallacious and

i nconpl ete conparison of the situations in Geneva and New York

16. Even if the legal conditions existed to place in the sane category areas
where staff |ive on both sides of the border, it mght be asked whether, in that
case, the solution likely to produce greater savings is not to nove the duty
station or sone units of the organization to where staff live instead of
redefining duty stations on the basis of residence. Obviously, such a solution
woul d, in particular, avoid discrepancies between the Professional and CGeneral
Servi ce categori es.

17. As long as that is not the case, the fact of residing in France, that is,
outside the duty station, nust be considered a natter of free choice. Fromthe
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poi nt of view of the organizations, this freedomis nerely tolerated in so far
as its exercise does not interfere with their functioning and does not cost them
anyt hi ng.

18. Fromthe staff nenbers' point of view, it is hard to know on the basis of
what principle this freedom of choice could legitinmatize a reduction in the pay
of those who could exercise it, but do not. They are entitled to a post

adj ustment cal cul ated on the basis of the cost of |iving where they work
because, by definition, they are all entitled to live there (which is not the
situation in respect of France). Moreover, this freedomis not enjoyed by

everyone. |In that connection, it is not irrelevant to recall that the
met hodol ogy of I1CSC itself excludes any benefit that is not automatically
extended to all staff nenbers, such as diplomatic privileges. |In the same vein,

and even if they do not relate directly to the nmatter at hand, the findings of
the International Labour Organi zation Admi nistrative Tribunal in Judgenent

No. 1000, with which the consultant is famliar and which he certainly does not
di savow, are not without a certain relevance in this connection

19. Since the prenmise of the denpbnstration that the current nethod of
calculation is illegal is false, there seens to be no point in entering into a
detail ed discussion of the proposed alternatives, which would, however, raise a
great many questions not only about their practical viability but also about
their efficacy in achieving the objective sought (which is also the objective
pursued by the Geneva-based organi zations), i.e. savings. The solutions
proposed in paragraph 7 (a) and (b) ¢/ would not result in the expected savings,
since regardl ess of whether there was a single index covering both sides of the
border or two indexes for different places of residence, nothing would prevent
staff nenbers who live in France fromtaking up residence in Switzerland
(whether in reality or fictitiously), thereby changing either the weighting of
the data in the case of the solution in paragraph 7 (a), or directly changing
the condition of application of the index in the case of the solution in
paragraph 7 (b).

Not es

al Par agraph 24 of the docunent contains a reference to "[an of fence]
agai nst the equal living standard for equal work principle", whereas the post
adj ust mrent systemis based on the equalization of purchasing power and not on
the equalization of living standards.

b/ Thus, for example, the staff of the European Organi zation for Nuclear
Research (CERN), without distinction as to category, receive the sane pay,
irrespective of where they reside, even though CERN has concl uded headquarters
agreenents with both Switzerland and France.

c/ "(a) To establish a single post adjustnent index (PAlI) for Geneva
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based on pricing surveys conducted where staff are actually living (...),
wei ghting these data as is done in respect of New York City ..

"(b) To establish two PAIs in respect of persons working in CGeneva:

(i) one for those residing in Geneva or el sewhere in Switzerland; and
(ii) another for those residing in France."

- 150-
























