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congressional committees. Copies will be made available to interested parties upon 
rcqucst 

Frank C Conahan 
Assistant Comptroller General 



_ I_ - -_ ----II ----- ---____- ___--- -- 
Executive Summ~ 

-~ 
The Chairmen of the Subcommittees on Human Rights and International 
Organizations and on International Operations of the House Committee 
on Foreign Affairs asked GAO to review U.N. salaries and pensions and 
1 J.S. efforts to influence them. GAO addressed the following questions for 
I J N professional and executive employees 

l What compensation and pension benefits do these employees receive m 
comparison with 1J.S. civil servants? 

. On what basis are U.N. compensation levels determined, and what are 
the role and methodology of the International Civil Service Commission 
(I(X) m dctermmmg those levels“ 

l What uutiatives has the IJmted States taken on U N. compensation 
matters? 

Ihckground The IJnitcd Nations and its related organizations have a common com- 
pensation system for then- professional and executive employees based 
on a single grading schedule, similar to that of the U S Civil Service. 
I J.N. salaries are adJusted for cost-of-living and currency exchange rate 
differences at location of employment This post-adJustment allowance 
is made to equalize purchasing power between New York, the base city, 
and other duty stations to satisfy the principle that U.N. employees 
should receive equal pay for equal work 

I J N compensation levels are also based on the principle that mterna- 
tional civ11 servants should receive remuneration high enough to attract 
nationals from the highest paid national civil service, which, to date, has 
always been the IJS. Civil Service. (See pp. 10-12.) 

The I(:sc:, composed of 15 commissioners and a secretariat, is primarily 
responsible for such personnel compensation matters as setting post- 
adJustmerit levels and carrying out comparisons between U N. and U S 
civil service compensation. (See pp. 16-17 ) 

I 

Results in Hrief As of December 31, 1984, IJ.N. organizations employed 50,544 perma- 
ncnt, staff, 18,875 of whom were professionals. Personnel costs are the 
ma,lor budget element. For example, the 1984-85 biannual budget for the 
U.N. Secretariat m New York provided $1.22 billion for salaries and 
staff costs-about 76 percent of its total budget. (See p 10.) 
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In 1985, the ICSC reported that New York-based lJ.N. professional 
employees’ net remuneration exceeded that of equivalent I J .S. civil ser- 
vants in Washington, D.C., by a margin of 21 3 percent This margin 
doubled from 1978 to 1985. IJntil 1984 the size of the margins, for the 
most part, went unchallenged by member states In 1984, the I Jnited 
States and other maJor contributors began to focus greater attention on 
compensation and pension issues. Since then the ICSC and General 
Assembly have taken actions, such as establishing compensation and 
pension parameters, favored by the United States For example, the 
General Assembly has estabhshed a desirable goal for the margin, but 
the methodology for calculating the margm is still under study 

The rate of pension benefit accumulation for each year of scrvicc 1s the 
same in both services, but U.N employee pension contributions and bcn- 
efits are paid on a substantially higher base than is used for I J.S. 
employees. Thus, IJ N pensions are substantially higher than those m 
the I7.S. Civil Service. The General Assembly has approved some roduc- 
tions in the pension base, and additional changes are under study 

GAO believes the Department of State needs to closely monitor future 
compensation and pension actions to ensure they are consistent with 
fair and equitable compensation and pension systems as well as lJ S 
cost control objectives. (See pp. 32,43, 57, and 62 ) 

Principal Findings 

lJ.N./U.S. Compensation 
Comparison 

-___-- ---_ -_~ - . . 
Since 1978, IJ.N compensation has increased at a greater rate than has 
U.S. Civil Service compensation. The gap, or margin, m favor of I J N 
employees increased from 10.3 percent in 1978 to 21 3 m 1985 llow- 
ever, in a December 1985 decision, the General Assembly formally 
established a target margin of 15 percent, plus or mmus 5 percent, l’h~s 
decision, according to the ICSC, will freeze net remuneration m New York 
City until the margin is within the desirable range. (See pp 24-27 and 1) 
29.) 

Y 

Margin Computations The ICSC has frequently modified its methodology for calculatmg the 
margin between U.N. and US. compensation (;A() found that (1) I(:s(: 
methodological assumptions affected the results in comparing the two 
systems and (2) several of the modifications tended to reduce the 
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margin. Because the ICSC methodology is so complex, many member 
states do not have a complete understanding of some of the modifica- 
tions and their consequences. (See pp. 34-37.) 

Pension Benefits IJ N pension benefit accumulation rates are similar to those of the U.S 
Civil Service Retirement system. GAO did not compare the overall cost of 
the two systems but did note that the base upon which U.N. pensions 
are calculated is higher than that used for U S. pensions. (See pp. 49-50.) 

The U.N. Joint Staff Pension Board, KSC, and the General Assembly 
have taken steps to control the growth in pensions, but savings from 
pension reform will be slow to come because the changes generally do 
not affect current U.N. employee benefits. 

1J.S. Initiatives Beginning with the General Assembly’s 1984 rejection of part of an ICSC- 
recommended 9.6 percent post-adjustment increase for New York City, 
the United States has focused more attention on compensation and pen- 
sion issues. Since then, the ICX and General Assembly have taken sev- 
eral actions, such as establishing compensation and pension parameters, 
which the United States has favored. (See pp. 61-62.) 

, _ --_- -------- 

Recent ICSC Actions In its 1986 annual report, the ICSC listed a number of changes it intends 
to make in its margm calculation methodology. For example, it will 
exclude U.S. Senior Executive Service bonuses and awards from the 
compensation comparison and no longer adjust the margin for cost-of- 
hvmg differences between New York City and Washington, D.C. These 
actions will likely increase the margin and therefore lessen the prospects 
for near-term U.N. pay increases. Other changes, still under study, may * 
have the opposite effect, and the net impact of the ICSC’S actions is 
unknown. The ICSC, along with the Pension Board, has also recom- 
mended a 15 percent target margin between U.N and U.S pensionable 
remuneration. 

Recommendations As explained below, GAO is making no recommendations. 

Agency Comments The Department of State agreed with GAO’S conclusions regarding the 
importance of monitoring methodological modifications made by ICSC 
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and the Pension Hoard. IIowever, State said that GAO’S draft report did 
not give sufficient credit to U S. nutiatives to control U.N compensation 
and pension costs. State also provided information on recent changes 
KSC: has recommended for its margin calculation methodology and for 
establishing pension parameters 

GAO clarified its report to reflect U.S actions to limit personnel and pen- 
sion costs and, m light of the ICSC’S recent actions, deleted a proposal 
that State establish specific criteria for its compensation and pension 
goals. (See pp 62-63 ) 
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Chal>ter 1 , --_----I ---~__ --- -___ --- __---- -_--. 
Introduction 

____ -__- 
The IJmted States has become increasingly concerned with assessing the 
value of its substantial investment m the U.N. system- almost $1 bll- 
lion m fiscal year 1986 In recent years, the United States has focused on 
the growth m 1J.N. agencies’ regular budgets-those financed from 
member state assessments-because the contributions are mandatory 
and the llmted States contributes 25 percent of most lJ.N agency 
budgets 

A specific concern, particularly in the Congress, has been personnel 
compensation costs, which average 70 percent of total costs for the 
overall 17-N. system. More specifically, about 76 percent ($1 22 bllhon) 
of the 1984-85 2-year budget for the 1J.N. Secretariat in New York was 
for salaries and staff costs. As of December 31, 1984, total 1J.N. staff 
numbered 50,544, of which about 30 percent were m the 1J.N. Secreta- 
riat. The total number of U.N. employees has mcreased by more than 27 
percent since 1976 but has remained at about the same level since 1981 

Common System 
-__--- 

The 1J.N system consists of the General Assembly (the mam dehbera- 
We body) and the Secretariat m New York, orgamzatlons that report to 
the General Assembly,* and 11 specialized agencies, which have then 
own governing bodies.” These orgamzatlons are collectively referred to 
as the 1J.N. common system.*% 

Staff scrvmg the common system orgamzatlons are divided mto two 
broad categories (1) general service and (2) professional-and-above 
(exccutlve). The general service staff perform semi-professional, clcr- 
1ca1, secretarial, and maintenance work, personnel are recruited within 
the immediate locality of each office to the extent possible and are paid, 
m general, on the basis of locally prevailing salary scales 

, 

‘I J N Dwrlopmcnt Progrdmme, IJ N Chddren’s Fund, lJ N Conference on Trade and Dwclopnwnl, 
* 

II N Knwronnwnt Progrdmme, Office of the II N Ihgh Commnwner for Refugees, IT N In>tllulr lor 
‘I’rammg and I+wdrch, II N Iiehef dnd Works Agency for I%dcstinc Kefu@xs m the Near List 

‘Intc’t ndt londl 1,aborrr Orgatuzation, Food and Agriculture Orgamzation, IT N ISdut ntwndl, Sent 11 I( 
;md Cultural 01 garuzat Ion, World Health Orgdmzdtwn, International Clvll Avutlon OrgdniLdt mn, I [III- 
VCI sal Pohtal I lnwn, Intel natlonal Telecommumc atlon litnon, World Meteorological Orgam&itlon, 
I J N Indu~tnal Devc4opment Orgdnizatmn, Inter-Governmental Marltime Conwitdtlvr Orgdrwdtm, 
dnd World Intc+ectual Property Orgamzatlon The Internatmnal Atomic Energy Agency 15 not cdtc’go- 
I wed ds <I spwldhzed ngency but IS a member of the common system and adheres to the I(:%: 51dtu(c2 
The Inwr nalwnal Fund for Agricultural Development dnd General Agreement on Tariff4 and ‘I’rdtlv 
have not tar mally dcccpted the ICSC statute but do pdrtlcipdte In the common sy\t?m 

lFour addItiona sptwalwd agencies dre not part of the common system-the Intc~rnatwnal Morwt <II y 
Fund, Internat Ional Hank for Iieconstructlon and Development, InternatIon Fmdnw Torpor dlt HI, 
and Intwnatlonal Dcvr~lopment Assoclatmn 
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Chapter 1 
lntrcxluctiou 

Ihf’essional-and-Above 
Employees 

This report deals with the compensation and pensions of staff m the 
professional-and-above category, which includes all posltlons for which 
a university preparation generally IS considered necessary or desirable. 
This category, which, as of December 31, 1984, accounted for 37 percent 
of total 1J.N. employees, consists of five “professional” grades (P-l to 
P-5); two “director” grades (D-l and D-2), and two senior ranks, called 
Assistant Secretary-General (ASG) and Under Secretary-General (IJSG) m 
the Secretariat, referred to as ungraded posts The salary scales for each 
grade comprise a series of steps, similar to those of the 1J.S Civil Service 
General Schedule, which provide periodic increases to employees ren- 
dering satisfactory service (see app. I). The required service period m 
each step is 1 year at grades P-l to D-l up to step 4 and 2 years from the 
4th step of D-l to the top of D-2 

Table 1.1 shows the number of professional-and-above employees at 
each grade m the common system as of December 31, 1984. P-4 IS the 
predominant grade, accounting for about 28 percent of total 
professional-and-above employees. Grades P-5 and above account for 
over 36 percent of total professional-and-above employees According to 
the Internatlonal Clvll Service Commlsslon (ICSC), functions of a P-l 
approximate those of a GS-9 m the U S. Clvll Service, and a P-5 approxi- 
mates a GS- 15. 

-I..- ______._ -_ 
Table ‘1.1: Grade Dlstrlbutlon In the U.N. 
Common System Profewuonal-and- U.N. staff at each grade 
Above Staff (as of Dee 1984) U.N. grade Equivalent U.S. gradea Number Percent 

P-l GS-9 794 42 

P-2 GS-11/12 2,310 122 

P3 GS-12113 3,688 195 
P-4 GS-13/14 5,224 27 7 

P5 GS 15 4,804 25 5 . 
D-l GS-16 1,459 77 

D2 GS-17/18 424 22 

ASG and USG None 172 09 
Total 18,875 100.0 

%ee table 4 1 for more dehled equwalencles 

Except for language staff, the IJmted Nations prlmarlly recruits 
professional-and-above staff on the basis of a broad geographical dlstrl- 
butmn formula, which sets out a desirable range for each member state. 
For example, the ITS. range for the 17 N Secretariat was between 407 
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Chapter 1 
Iutroductwn 

.- 

__- _. - -_ ___. --_ _--___ ______- 
and 551 posltmns as of June 30, 1984, which, according to the Depart- 
ment of State, is calculated against a specified base of 3,350 posts sub- 
Ject to the geographical distribution formula. The actual number of 17,s. 
citizens on board at that date was 494, or about 16 percent of the total 
posts. 

- - -_ -.----- ---~--_-~- - - 
Compensation Principles The IJ.N. compensation system is based on two mam principles: (1) that 

international civil servants should receive equal pay for equal work 
(referred to as the common system of salaries and allowances) and (2) 
that professional-and-above employees should receive compensation 
high enough to attract nationals from the highest paid national civil ser- 
vice [known as the Noblemane Prmciple) 

The prmclple that international civil servants must be equally paid for 
equal work, n-respective of their nationahties or levels of pay m their 
countries, has led to a common salary and allowance system for 
employees m the professional-and-above category m all locations m the 
common system Such a system also serves to preclude one agency of the 
common system from attracting another agency’s employees with a 
higher salary schedule. 

The Nobleman-c Principle, originating m the League of Nations, was for- 
mulated by the Noblemane Commrttee m its 1921 report The essence of 
the principle is that international civil service compensation levels 
should be set high enough to attract nationals from all member states, 
including those with the highest paid national civil service In practice, 
smce the inception of the United Nations, mternational civil service 
salary scales have been based on the highest paid national civil service 
which, to date, has always been the U S Civil Service 

Congressional 
Initiatives 

-- --___ .- 
In 1985, both the House of Representatives and the Senate offered 
amendments to the bill that authorizes I7 S. contributions to the IJ N. 
system. The amendments were intended to bring IJ.N. costs under 
greater control, in particular, personnel compensation costs After a con- 
ference committee considered both amendments, Pubhc Law 99-93 was 
passed, containing a provision that the Secretary of State shall advocate 
that votmg rights on budgetary matters m the IJmted Nations and its 
specialized agencies be proportionate to member states’ assessed contri- 
butions to these organizations Starting m U.S. fiscal year 1987, the 
IJmted States will be prohibited from paying an assessed contribution in 
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excess of 20 percent of an orgamzatlon’s total budget to any II N organ- 
ization not adopting such votmg rights. The conference report on the 
Act notes that the provision 1s intended to promote meaningful budget 
reform at 1J.N. organizations and is not simply a means of reducing IJ Si. 
assessed contnbutlons to 17-N organizations 

---. - ------_.--.- -__ ---_ 

Objectives, Scope, and In May 1985, the Chairmen of the Subcommlttces on Human Rights and 

Methodology 
Int,crnatlonal Orgamzatmns and on International Operations of the 
IIousc Committee on Foreign Affairs asked us to review IJ N salaries 
and pensions and 17 S. efforts to influence them After some initial work, 
we met with Subcommittee representatives to discuss specific areas to 
bo included m the review and agreed to 

l descrrbc the compensation and pension systems for U N personnel cate- 
gorized as profcsslonal-and-above, including how they compare to those 
of the 17 S. Civil Service, 

l determine the basis upon which compensation is set, 
l analyze the role of the International Civil Service Commission and its 

methodology for determining IJ N compensation levels m comparison to 
the highest paid national civil service; and 

l analyze I J.S. mltiatives on 17 N personnel compensation matters 

We did not evaluate the basic premises that U N. pay should compare 
with the highest paying national civil service (see ch 2) or that the 1J.N 
should maintam a common system of compensation for all U N organi- 
zations We used the results of existing studies and other data on cost-of- 
hvmg surveys and established pay equivalency points between U N. 
staff grades and those of the highest paying national clvll service. We 
did not validate such data Also, this report focuses principally on com- 
paring pay and pensions, although some other components of compensa- 
tlon are briefly noted m appendix II and elsewhere throughout the 
report The rckport discusses IJ N pensions m comparison with the U S 
Clvll Service Retirement System for employees hired before January 1, 
1984, unless stated othcrwlse. 

In Washington, D C., we met with Department of State and Office of Per- 
sonnel Management officials, and m New York we met with officials rep- 
resenting various 17-N offices, the ICSC, the U.N. Joint Staff Pension 
Hoard, staff orgamzatlons, and the IJ S and several other member state 
mlsslons to the IJmted Nations 
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Chaptrr 1 
Iutruduction 

---I-- 

--- --. 
We reviewed ICSC, Pension Board, and other IJ N. documents and studies 
made available to us and articles by analysts m and outside the IJnltcd 
Nations. At the Department of State we reviewed Department program 
documents, analyses, and position papers. We also reviewed selected 
IJ S. Office of Personnel Management and Department of Labor docu- 
ments and analyses, 

Our work was performed between June 1985 and October 1986 and was 
conducted m accordance with generally accepted government auditmg 
standards 
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The ICSC and the UN. Compensation System 

-.- _-- - ---- ---- ~------ 
The International Civil Service Commission makes recommendations to 
the General Assembly on basic U N remuneration levels and various 
allowances. A key ICSC function is the comparison it carries out each 
year between U.N. and US. cavil service compensation levels to monitor 
the appropriate level of U N compensation 

U.N. professional-and-above employees receive base salaries, which are 
applied uniformly by grade worldwide, and post-admstment allowances 
that vary according to living costs at each U.N location They also 
receive various allowances related to service away from their home 
countries, such as education allowances for children. 

The ICSC and Other 
Personnel Advisory 
Croups 

The ICSC regulates and coordinates personnel matters for the U.N 
common system The Commission was established by the General 
Assembly in 1974, succeeding other groups that had coordinated IJ N 
personnel matters, such as the International Civil Service Advisory 
Board, a consultative body of independent experts. Other 1J.N. bodies 
concerned with U N personnel matters include 

l the Advisory Committee on Admuustrative and Budgetary Questions, 
which deals with the financial implications of personnel issues; 

l the Admnustrative Committee on Coordmation, which is composed of 
the executive heads of the organizations making up the common system, 
and its subsidiary body, the Consultative Committee on Administrative 
Questions, which was created to foster cooperation and develop common 
solutions to problems faced by all organizations m the common system, 
and 

l the General Assembly’s Committee on Administration and Budgets, the 
so-called Fifth Committee, which considers the ICSC’S report on compen- 
sation matters and makes recommendations to the General Assembly * 
and is the forum where member states present their views and debate 
issues 

---- --___- ..-_- ~-- - 

ICSC E’unctrons The ICSC makes recommendations to the General Assembly on ( 1) salary 
scales, (2) broad principles for personnel service conditions for all 17 N 
employees, and (3) post-adJUStm?nt scales for staff in the professional- 
and-above category It also establishes post-adJustment classifications 
for all 1J.N. duty stations and sets travel standards, The ICSC has certain 
other personnel functions, such as recommending common system 
recruitment standards, career development and trammg programs, and 
staff regulations 
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The I(W: and the 1J.N. (k~mpetwation System 

The Commlssmn consists of 15 commlssmners appointed by the General 
Assembly for up to 4-year terms; the Chairman and Vice Chairman are 
the only paid members and serve full-time. The statute establishing KX: 
speclf Its that the commissioners should be experts m personnel and 
public admmlstratlon and serve with full independence and lmpartlahty 
The I(:%: is responsible to the General Assembly. 

The most recent appointments were made by the General Assembly at 
Its 40th session m December 1985 As of *January 1986, the ICSC con- 
sisted of four commlssloners from countries m Africa (Egypt, Ghana, 
Maurltanla and Nlgerla),l three from Asia (Japan, India, and Pakistan), 
two from Latin America (Argentina and Brazil), two from Eastern 
Europe (Czechoslovakia and the Soviet IJmon), and four from the 
Western Europe and other states group (Belgium, France, Greece, and 
the IJmted States). The current Commlsslon Chairman and Vice 
Chairman are from Ghana and Argentina, respectively 

--- 
The ICSC 1s located m New York City and has generally held two meet- 
ings per year, one m New York and one at the headquarters of a IJ N 
orgamzatlon Each year it submits an annual report to the General 
Assembly on the previous year’s activities. The ICSC 1s served by a staff 
as provided for in its budget, which IS SubJect to approval by the Gen- 
eral Assembly. The Commlsslon’s budget for the 1984-86 period was 
$7 4 million and provided for 23 professional and 29 general service 
staff members 

The ICX staff, or secretariat, IS the key to Commission activities Headed 
by an executlvc secretary, it carries out the day-to-day activities of the 
K:s(: and prepares analyses on the issues before the commlssloners ICX: 
secretariat staff members are selected m accordance with provlslons 
that apply generally to 1J.N. staff and are responsible to the ICSC 
(halrman m carrying out their duties, for admmlstratlve purposes, they 
are regarded as officials of t,he United Nations, which provides the nec- 
essary admmistratlve facllltles for them. 

With approval of the General Assembly, the ICSC, may establish subsld- 
lary bodies to carry out particular tasks within the Commission’s juns- 
diction. One such body is the Advisory Committee on Post AdJustment 
Questions, a standmg committee established m 1976 From time to time, 

“I’hc (‘ommission was (omposcd ot 14 members durmg most of 1986 due to the death of the commw 
wmvr ft om hqcwn 
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the IW: has also arranged with U.N or other organizations to carry out 
fact-finding mlsslons or analyses on its behalf. For example, a spccial- 
izcd agency may participate m a cost-of-living survey at its hcadyuar- 
tcrs location. 

-- _. -- ---~-- -_ - --- -_ 

-Main Elements of the The ma,lor elements of the lJ.N compcnsatlon system for the mne lcvc~ls 

IO. Compensation 
System 

m the professional-and-above category are (1) a base salary schedule, 
which is applied uniformly by grade worldwide, and (2) a post- 
adJustment allowance, which varies according to local costs at each 
office location These two elements comprise what the IJmted Nations 
calls net rcmuneratlon and are the basis for comparison with the IJ S 
Civ11 Service. 

------ -__-----._ --. 
The I Jmted Nations has a gross base salary schedule that applies to all 
professional-and-above employees No employee actually receives the 
gross schctdule amounts, however. Rather, employees receive a net base 
salary, which 1s determined by deducting a staff assessment from the 
gross schedule The staff assessment deduction 1s basically an admmls- 
tratlve exercise, which the United Nations calls a form of internal tax 
The amount deducted depends on an employee’s grade and whether or 
not he or she has any dependents. Appendix I shows the gross and net 
base salaries for professional-and-above employees. The net base salary 
1s sul?)ect to such further payroll deductions as employee contnbutlons 
to pension and health plans 

13ccause of Its “internal tax,” the United Nations has encouraged Its 
member states not to tax their international civil servants, and most do 
not do so The IJmted States is the maJor exception. lJ.N. orgamzatlons 
reimburse t,hose employees who must pay national income taxes m order 
to maintain the principle of equal pay for equal work. For example, 
since 1 J N salaries of IJ.S employees in New York are SubJect to I J S 
federal, state, and local income taxes, the actual tax they pay 1s relm- 
bursed by their employing organlzatlons.L 

Member states’ assessed contrlbutlons to common system budgets are 
based on gross salary schedules but are reduced to net salary levels for 
those who do not tax then- international organization employees Thus, 

‘I J S employc~e\ 01 all lJ N orgdnizdtions are WbJect to IT S federal tdXC5, however, outMt, t hc> 
1 initcd State they cdn tdkt! ddvdntdgr of the oversc,ts in(‘omL’ exclusion provlWns 
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the United States pays a proportionately higher amount to I J N orgam- 
zations, but gets it back m tax payments by 173 employees The amount 
representing the difference between the net and gross salary sc*hedulc IS 
deposited m a tax equalization fund and used to reimburse employees 
for the taxes they pay to their home countries 

_ - _- -- --. 

I%H, Adjustment 
- ----~-_- 

For each grade, the post-adJustmcnt allowance adds to or subtracts from 
the 17 N.‘s net base salary based on location The allowance c’nsures, to 
the fullest extent possible, that staff members of equal grade and step m 
all duty stations worldwide have purchasing power equal to that of an 
employee residing m the base city, currently New York To acc*omphsh 
this, the system takes into account (1) the cost of hvmg at each duty 
station and (2) the exchange rate between the 17 S dollar (in which I J N 
salaries and allowances are expressed) and the local curremy (m wh~c*h 
most of the staff’s day-to-day hvmg expenses are incurred) 

The post-adJustmerIt level at locations other than New York City can 
change m t,hree ways First, at any particular locatlon, post adJu+mcWt~ 
IS mcreased whenever a local consumer price survey mdlcatcs that costs 
have increased by a spec~flc predctermmcd percent, (generally !5 pcr- 
cent) of the exlstmg post-ad.Justment figure For some I J N duty sta- 
tions, primarily headquarters and other locations, the Increased costs 
must be sustamed for a period of 4 months to allow for short-term vat I- 
ations before triggering a post-adJustmerIt increase For other loc%tlons, 
post-adlustment changes can occur more or less frequently bcTaus,e thc>y 
arc Implemented whenever survey results become avallablc and mdlcat (1 
that a change is m order 

Second, the post-adjustment system takes into account, the oxc~hange 
rate between the I J S. dollar and the local currency at a I J N of flee loca- 
tion The salaries and allowances of lJ.N. staff, while expressed m dol- 
lars, are paid, m part, m local currency at the otf~clal rate of excWngc~ 
determined by the I. Jruted Nations. Currency exchange rates are 
ad.lusted monthly to avoid gams or losses to the staff as the dollar buys 
elt her more or fewer umts of local currency Thus, a typical I7 N 
employee, especially outside of New York Gty, may have frequent t akc- 
home pay ad,lustments 

* 

Finally, place-to-place surveys compare the cost of hvmg for each duty 
station with the cost of hvmg for the base city, New York Through 
these surveys, post-adJustmcnt changes in New York are reflW,ed at all 
other I J N locatIons I<aslcally, place-to-place surveys are car rleti out 
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twice every 6 years, but can be made more often rf deemed necessary by 
the ICX. 

_ _ _ _ _-____--- ____- ---~ 

I’ost,-A(?just,mc~nt Increases Base city employees also receive post-adJustment allowances, which 
SlIW~ 1978 reflect cost-of-llvmg increases in New York. Figure 2 1, a composite of 

the average net base salaries and post-adjustment levels for U N staff in 
New York City from 1978 to 1985, illustrates that post adJustment has 
become the major element in establishing U.N pay levels. The General 
Assembly approved its last across-the-board base salary increase m 
1975, the level represented by the dotted line All pay increases during 
the period shown were the result of post-adjustment increases imple- 
mented by the ICSC. While the General Assembly must approve post- 
adJustment payment scales, the ICSC classifies stations for the purpose of 
determining what levels of post admstment employees at each duty sta- 
tion will receive. A portion of post adjustment has periodically been con- 
solidated mto net salary, as represented by the center section m the 
figure 
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Figure 2.1: Composite of UN. Net 
Remuneration in New York City,” 1978 
Through 1985 $50 (thousand@ 

$40 

530 

$10 

SO 

1078 1079 lea0 1991 1992 1983 IQ94 1995 

I Net salary 

lx3 
Post adjustment 

m Consolidated post adjustment 

aAt step one for each grade 

bBase salary level wlthout any post-adjustment consolidation 

I’erlodlc post-ad,justment consohdatlons, carried out upon the General 
Assembly’s approval, primarily are made to correct imbalances m the 
1 J.N.‘s tax equalization fund According to the ICSC, the fund becomes 
lmbalanced because post adJustment is not subject to a staff assessment 
deduction. This consohdatlon helps correct the imbalance by mcorpo- 
rating part of the post adJUstmerIt into the assessment base. . 

Table 2 1 shows net base salaries, post adJustments, and other selected 
allowances of TJ N. professional-and-above staff in New York City. The 
net remuneration column forms the basis of comparison to U.S clvll ser- 
vant salaries after deductmg federal, state, and local taxes 
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Table 2 1 Net Salarles and Allowances for U N. Professlonal-and-Above Staff m New York City (With Spouse and Two Children as 
of MCI/ I'lHt,) .- -. _-- _.-_ ---- 

U N. grade 

USG 

ASG 
D-2 
Mlrllrrlllrrl 
Md~lrflllrrl 

D-l 
Mlrlllrrilrlr 
M,lYllllll~Il 

P-5 
Mlrlllrlllrll 
M<iti~rr~tirri 
P-4 
Fhrhrwi~ 
rdl,Izlrrlllrrl 

P-3 
P~lllllrlilrrl 
McldIIIIIII~~ 

P-2 
Mlrlirlltirrl 
M,IHIIII~IIII 

P-l 
MlrllfIUlrIl 
rAdxlrIlilrrl 

Net base Post Subtotal, Net Representation Dependency Education 
salary adjustment remuneratIona allowanceb allowancec allowanced 

$64,535 $22,884 $87,419 $4,000 $1,400 $9,000 
59.203 20,999 80,202 3,000 1,400 9,000 

Total 

$101,819 

93,802 

17,493 66,899 600 1,400 9,000 77,899 
18,633 71,185 600 1,400 9,000 82,185 

411,461 15,953 59,414 . 1,400 
4!),287 17,509 66,769 . 1,400 

:5,290 
46,340 

. 1,400 9,000 64,384 

. 1,400 9,000 73,394 

32,605 12,333 44,938 . 1,400 9,000 55,338 
4 1 ,308 15,252 56,560 . 1,400 9,000 66,960 

10,359 37,653 
13,495 49,492 

8,606 31,281 
11,019 40,143 

. 1,400 

. 1,400 

. 1,400 

. 1,400 

48,053 
59,892 

9,000 41,681 
9,000 50,543 

1 7,036 6,869 24,805 . 1,400 9,000 35,205 
23,458 8,901 32,359 . 1,400 9,000 42,759 

‘Net rernuneratlori IS the amount used In compansons with net U S CIW Service salanes 

t’hx dppendlx II 

’ $/OO allowance pet dependent child (see app II) 

“Actual Wucation expenses are reimbursed up to a maxlmum of $4,500 per child for employees servmy 
o\itsltle thclr home countries (see app II) 

1J.N <mployces also receive other allowances and benefits, such as 
11~1th and retirement plans These are briefly described In appendixes II 
and 111 

Ijay for Ilkc-gradcd employees at other U.N locations would vary, pn- 
marlly m t hc post-adJust,ment allowance, which can be either greater or 
IPSS than that paid in New York City As of December 31, 1984, only 
about 15 pclrccnt of the IJ N. professional staff was located in New York 
whc~, according to the ICSC, the cost of living 1s higher than m most 
ot hcbr I J N locations,. Thus, as shown m table 2 2, the maJorlty of IJ.N 
(~ploycc~s rcbcelve a post-adJustment allowance below that provided to 
tholr New York counterparts 
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Table 2 2. Post Adjustment m New York 
City Compared With Other U.N. Number of Professional staff 
Locatlons (as of Due 31, 1984) Level of post adjustment locatlons Number Percent 

Greater than New York 27 1,337 83 

Equal to New York 5 214 13 - 
Less than New York 146 14,477 90 1 

Subtotal of cities covered by post adjustment 178 16,028 998 

I ocatlons not covered 7 34 02 

Total. all locattons 185 16.062 100.0 

Even though all IT N employees are to have purchasing power equal to 
that of those assigned to New York City, the reduction m this allowance 
for other than New York-based U.N. personnel means that the madorlty 
of I J N. employees take home less m net base salary and post adJustment 
than the dollar amounts used m the comparison of 17 N and 17 S net 
rcmuneratlon.1 Table 2.2 shows that over 90 percent of 17 N profes- 
sional employees located outside New York City were recelvmg lower 
post-adJustmcnt allowances than those received by New York-based 
employees 
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IJntil 1984, the ICSC implemented post-adjustment increases at the base 
city without major disagreement from the majority of member states In 
1984, however, the General Assembly reJected part of the ICSC’S recom- 
mended 9.6 percent post-adjustment increase for U.N employees based 
in New York City and asked the ICSC to recommend a target margin level 
to be maintained between IJ.N New York-based and U S civil service 
employees The followmg factors contributed to the General Assembly’s 
actions 

l Since 1978, the margin between U.N. and U.S. compensation mcreas- 
ingly favored U.N employees which, m more recent years, caused con- 
cern among member states about escalating compensation costs 

l The ICSC, member states, and others disagreed over what the size of the 
margin actually was. 

l Member states and others questioned the objectivity and role of the ICSC, 

particularly its comparison methodology; how it was influenced by U N 
management and staff; and its insufficient attention to major contribu- 
tors’ cost, concerns. 

In 1985, the General Assembly accepted the ICSC’S recommendation and 
established a formal target of 15 percent, plus or minus 5 percent, as the 
appropriate margin between U.N. net remuneration and an equivalent 
U.S employee’s gross salary less applicable taxes. The influence this 
target will have on future post adjustments and base salary is yet to be 
determined, but it is likely to be a key factor m future compensation 
decisions. 

Diffkrence Between 
c’.K. and US. 
Compensation Has 
Increased 

In 1970, the General Assembly created a special Salary Review Com- 
mittee to examine compensation matters within the 1J.N. common 
system The Committee completed its work m 1972 and recommended * 

that U.N professional salaries be set at a level higher than those of the 
U.S. Civil Service by approximately 15 percent Since that time, the 
IJnited States and other member states have informally considered 15 
percent to be an appropriate differential smce, m accordance with the 
Noblemaire Principle, it appears to provide the mcentive necessary to 
attract employees from all member states 

The ICSC has continually monitored the difference m salaries paid to 
U.N. and U.S. civil servants since 1977. The ICSC’S primary monitoring 
tool is an annual calculation, which compares the net remuneration 
received by professional civil servants m the two systems. ICSC and 1J.N. 
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Secretariat officials told us that there must be continuity in the parame- 
ters rt uses in the comparison to ensure comparability m the results from 
year to year; however, it has made technical refinements in its compar- 
ison methodology over the years 

The ICSC’S annual calculation covers the period of October through Sep- 
tember and compares the net remuneration of employees at the first 
step of each of the IJ.N.‘s seven professional-and-above pay grades with 
that of U S. Clvrl Service employees at equivalent grades, compensated 
under the General Schedule and Senior Executive Service pay schedules. 
For a 1J.N. employee, the net remuneration 1s net salary and the post- 
ad.Justment allowance applicable m New York City, and for a U S clvll 
servant it is net salary, after payment of applicable federal, state, and 
local taxes in the Washington, D C , area The calculation compares com- 
pensation for employees with a spouse but no dependent children The 
average compensation for each of the seven grades is weighted to reflect 
the number of 1J.N. staff at each grade and adJusted for the cost-of- 
hvmg difference between New York City and Washington, D C. The 
resulting weighted average ratro 1s commonly referred to as the “margin 
of net remuneration” or the “margin” between compensation for the two 
services . 

The ICSC’S margin calculation 1s illustrated by comparing net remunera- 
tion of a 1J.N. employee at pay grade P-l, step 1, m New York City to 
that of an equivalent U.S. employee, GS-9, step 1, in Washington, D C 
For the period October 1984 through September 1985, the U.N. New 
York-based employee’s net remuneration was $24,793, consrstmg of 
$17,244 m net base salary and $7,550 m New York City post-adJustment 
allowance The equivalent IJS Washington-based employee’s net remu- 
neration was $18,956, consisting of $21,620 m gross salary less $2,664 
in applicable federal, state, and local taxes for the Washmgton, D.C., 
area. 

Dividing the U.N. net by the 17 S. net shows the U.N. New York-based 
employee IS making 130.79 percent as much as the 1J.S Washmgton- 
based employee The ICSC next adJusts for the cost-of-living difference 
between the two cities (the ICSC calculated the cost of hvmg to be 5.2 
percent higher m New York for the period) by dividing 130 79 by 105.2 
percent. The resulting figure shows that U.N. compensation for a P-l, 
step 1, employee m New York exceeded compensation for an equivalent 
U S employee m Washington by 24.3 percent for the period The 24 3 
percent difference 1s weighted to reflect that P-l employees account for 
only 2.8 percent of the total applicable U.N common system work force. 
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The ICSC calculates the compensation difference in a similar manner for 
each of the seven apphcable U.N. professional-and-above pay grades 
and their IT S. equivalents. The seven individual weighted differences 
are then totaled to arrive at the weighted average difference in net 
remuneration between the two services. U.N employees also receive 
other benefits, such as health and annual leave and pensions upon 
retirement These benefits, which have counterparts m the U.S Civil 
Service, are not currently mcluded m the ICSC’S comparison between 
1J.N and U S. civil service compensation. 

- __ _----- 

Margin Trend 
_---- ~~l__l- ___~ 

In September 1985, the ICSC reported that average U.N net remunera- 
tion exceeded 17 S Civil Service net remuneration by a margin of 2 1 3 
percent for October 1984 through September 1985. As figure 3 1 shows, 
the margin has, with one exception, increased each year since 1978, 
when it was approximately 10 percent. The ICSC has proJected a slight 
decrease in the margin for 1986 despite the fact that salaries for both 
1J.N. and IJ.S. civil servants have been frozen for 1986. According to the 
IWC, the mdexmg of U S. federal income taxes for inflation will cause 
IJ S. net remuneration to increase slightly, causing a small decrease in 
the margin. 

Flgure 3.1: Margm Trend as Percent of 
U.S. Net Remuneration 
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Retween 1978 and 1985, U N net remuneration increased by an annual 
average of almost $2,500, or 10.1 percent, while that of 1J.S clvll ser- 
vants has increased by about $1,800 annually, or 8 0 percent (see fig 
3 2) ICSC officials told us that the primary reason for the greater 
increase in 17 N net remuneration was that the cost-of-hvmg allowances 
provided to U.N. New York-based employees exceeded the salary 
increases received by their U.S. counterparts. 

__.----- 
Figure 3.2: Comparison of Average Net 
Remuneration of U.N. New York-Based 
Employees and U.S. Washington-Based s5o (thousa”ds) 
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Compensation Issues 
Focus on Increased 
Costs and ICSC Role 

--- ____I__----- 
Many maJor contnbutmg states, including the IJmted States, believe that 

* 

1J.N. salaries should reflect such domestic economic conditions as the 
budget austerity of many member states and have expressed their con- 
tern about escalating costs at a time when many countries have imposed 
restraints on national salary increases. For example, one member state 
representative told us that since his country’s clvll servants had not 
received a pay raise m 2 years, It has become increasingly difficult for 
his country to support any 17 N compensation mcreascs. 

On the other hand, the ICSC noted that smcc 1977 the IJmted States has 
granted much lower pay increases than those that would have resulted 
had full pay comparability been estabhshed between the 1J.S. public and 
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private sectors. The ICSC further noted that U N civil servants enjoyed a 
salary advantage of only about 10 percent for the period ending in Sep- 
tember 1978, the period immediately following the last date when full 
pay comparability was applied by the United States. According to the 
President’s E’ay Agent and the Advisory Committee on Federal Pay, U S. 
civil servant salaries lagged behind those of the private sector by 19.15 
percent in 1985. 

Some IJ.N. officials believe that U.S. failure to implement full pay com- 
parability should not affect U.N. pay decisions. For example, a senior 
representative of one U N. employee association stated that the U.N. 
system “should not be subJect to the domestic political considerations of 
the comparator country.” The ICSC reported that U.S. pay comparability 
decisions are made “for strictly domestic reasons ” Other U.N. employee 
association and organization officials and some ICSC commissioners 
argued that national salaries, as they would have evolved had the provi- 
sions of the E’ay Comparability Act been applied to US. civil servants’ 
salaries, should be used in the margin calculation Accepting this argu- 
ment would change the way in which the United Nations has applied the 
Noblemaire E’rmciple in the past, comparing itself to what the highest 
paying national civil service is paid, to comparmg itself to what that 
service would be paid under full comparability. 

1(X Post-Adjustment 
I kcision Challenged 

- 
The conflicting views on appropriate U.N pay levels were presaged by 
events beginning in 1982. In that year, the common system executive 
heads, through their Administrative Committee on Coordination, recom- 
mended a 5 percent base salary increase for all U.N. professional-and- 
above staff With some commissioners noting the difficult economic con- 
ditions in member states, the ICSC reported to the General Assembly that, 
while the maority of commissioners favored an increase, they had been * 
unable to roach a consensus on the size of the increase The General 
Assembly voted against the increase 

In 1984, the ICSC recommended a 9 6 percent increase rn the post- 
ad,mstment allowance for New York-based professional-and-above staff. 
The size of the mcrease and the ICSC’S rationale for it appeared to galva- 
nize member states’ concerns about IJ.N. compensation levels and their 
disenchantment with the ICSC. Unlike prior post-adjustment increases, 
this one was not based on recent increases m New York’s cost of living. 
The IC:SC explained that the 9.6 percent increase was to correct cost-of- 
hving calculations going as far back as 1956. Some member states, 
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including the IJmted States, saw the ICSC move as an attempt to cu-cum- 
vent the General Assembly by provldmg a “back door” pay raise. 

The ICSC recommended to the Secretary General that the first 5 percent 
of the 9.6 percent increase be implemented in August 1984 despite the 
objections of such members as the United States, the United Kingdom, 
France, Japan, and the Soviet IJnion These opponents of the 9.6 percent 
Increase argued that only the General Assembly could authorize a com- 
pensation increase of this magnitude, which the ICSC estimated would 
cost $11.5 million for the common system for the period 1984 through 
1986 One commlssloner estimated that the 9 6 percent increase would 
raise the margin between IJ.N. and U.S. civil service compensation from 
the ICSC:‘S reported 17 percent to 24 percent. 

The IJ.N Joint Inspection Unit issued a report in August 1984, which 
added to the debate on the ICSC’S decision to increase the post- 
adJustment allowance in New York and on its comparison methodology 
The report examined, among other things, rising U N. staff costs and 
challenged some of the ICSC’S methodology as deviating from the 
Noblemaire Principle. The report concluded that this deviation had 
resulted m a greater difference between U.N. and U.S. salaries than had 
been reported by the ICSC and recommended that the General Assembly 
not approve any increases in professional salaries or post-aaustment 
allowances until the difference narrowed The report provoked a great 
deal of concern and criticism from U N organizations, the ICSC, employee 
staff unions, and some member state delegations, who claimed that the 
report’s analysis was incomplete and based on inaccurate data. How- 
ever, some member states, including the United States, agreed that the 
margin between U N. and U S. civil service compensation was greater 
than the ICSC calculation The debate did not resolve what the actual 
margin was, but it served to illustrate the importance of the methodolog- * 
ical assumptions made m carrying out the comparison. 

In November 1984, the IJnited States and the Soviet TJnlon co-sponsored 
a resolution before the Fifth Committee to revoke the entire 9 6 percent 
post-adjustment increase as unwarranted in comparison with the 3.5 
percent increase given to U.S. clvll servants m 1984.’ The General 
Assembly passed a compromise resolution on November 30, 1984, which 
allowed the 5 percent increase already m effect to stand but requested 

I While the issue was under review in the IJmted Nations, the IJ S Congress enacted Public Law 98- 
473, whxh contained an amendment barnng the IJruted States from paymg its proportlonate share of 
the post-aaustment Increase 
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that the ICSC suspend the remaining 4 6 percent, which it did In addl- 
tlon, the General Assembly requested that the ICSC resolve the widely 
varying margm estimates, submit its margin calculation methodology to 
the General Assembly, and recommend a level at which the margin 
should be held in the future. 

In August 1985 the ICSC recommended to the General Assembly a range 
for the difference between lJ.N and U.S salaries of 10 to 20 percent 
with the mid-point of 15 percent as a desirable point around which the 
margin should be maintained. The General Assembly accepted the ICSC’S 

recommendation, and on December 18, 1985, it passed a resolution 
estabhshmg, for the first time, a target for the margin According to ICSC 
officials, the post adJustment for the base city will be frozen until the 
margm IS well wlthm the desirable range. 

During this period, some member states and others focused on the 
nature of ICSC membership and the ObJectivity of the ICSC secretariat. 
Critics said the ICSC was no longer a body of experts, as envisioned m the 
statute. For example, they pointed out that several commlssloners 
appomted m recent years were retired diplomats who, at best, had hm- 
ited relevant background m public admmlstratlon and personnel 
management. 

Others viewed the ICSC secretariat as being too strong, often dommatmg 
ICSC actlvltles. A 1986 U N study of the 17 N common system2 noted 
that ICSC: decisions and recommendations are based largely on positions 
developed by the secretariat, whose views normally prevail with the 
commlssloners. The study also noted that, given the commlssloners’ gen- 
eral lack of expertise, a strong chairman and a technically competent 
secretanat enable the ICSC to make its decisions and recommendations. A 
1J.N. secretariat official we interviewed agreed that the secretariat 
“dnves” the Commlsslon’s agenda but noted that, m fairness, it should 
be realized that the secretariat 1s flllmg a vacuum created by the lack of 
cxpcrtlse of many commissioners. In commenting on a draft of this 
report, the Department of State noted that another view 1s that the main 
problem IS not lack of expertise among the commissioners, but the fact 
that the secretariat produces very lengthy and often difficult to under- 
stand documents on a tardy basis, a practice that does not give the com- 
missioners tune to consider the documents fully. 
_- __----- ---...- 
;‘C.m the (common Sy\tcm He MamtamcxV The Nolc 01 the Internatmnal Civil SWVKV Commission, 
limt~d N&on\ Inst Itutc for Trdmmg and Research, 19% 
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The .Joint Inspection Unit’s followup to its August 1984 report ques- 
tioned the ICSC’S ObJectivity, and several member state representatives 
generally concurred with this criticism They told us that ICX posltmns 
on compensation issues developed by the secretariat often reflected the 
views of participatmg and staff organizations without adequate consld- 
eration of member states’ interests They said, for example, that lately 
the ICSC seemed to be unaware of concerns over rising staff costs As one 
member state representative said, the ICSC “was not hvmg m the real 
world.” 

Another member state representative noted that compensation issues 
arc very complicated and that member states generally do not have the 
resources to carry out the same degree of analysis performed by the ICSC 

secretariat. One representative said that he had asked for clearer and 
simpler explanations and presentations in the ICSC reports, but he is not 
sure the ICSC secretariat really tries to present the issues as simply as 
possible. Another representative told us that compensation issues 
tended to be treated as esoteric matters in the General Assembly’s Fifth 
Committee rather than as choices based on substantive technical anal- 
yses. IIe believes the ICSC secretariat has encouraged this approach, 
which prevents member states from acqunmg a thorough understanding 
of compensation issues 

We were told that another problem is that the ICSC’S New York location 
has caused it to be more closely identified with the IJ N Secretariat than 
with other common system organizations Some member states and 
other officials we interviewed said that this close identification has 
caused occasional friction with some of the specialized agencies which 
feel their interests are not always sufficiently considered. 

* 
_--.-------- .-- ___-__- _ ___-___-_-_ -- 

Halancing Concerns of 
Member States and Others 

The ICSC faces a difficult task m trying to balance the interests of 1J.N 
staff, organizations, and member states Some of the member state rep- 
resentatives we interviewed believe that the 1984 post-admstmcnt epi- 
sode illustrates the need for member states to more effectively convey 
then views and concerns on compensation issues to the ICSC before it 
develops recommendations. 

One representative told us that member state input on compensation 
issues IS hmlted prlmarlly to a voice m the Fifth Committee, where 
member states basically vote for or agamst an ICSC proposal. These pro- 
posals, he noted, have been developed by the ICSC secretariat and 
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debated at ICSC meetings where U.N. staff and the participating organi- 
zations, but not member states, have had an opportunity to present therr 
views. Although some representatives were dissatisfied with what they 
view as the strong influence of the staff and participating organizations 
on ICSC decisions, they do not believe member state attendance at ICSC 

meetings would be desirable. They pointed out that, with U N. members 
numbering more than 150, such a practice could easily become unman- 
ageable. The Department of State beheves that there are options short 
of all U.N. members attending KSC meetings. For example, the Depart- 
ment told us that member states representing the Fifth Committee might, 
be invited to attend. 

Most of the member state representatives we intervrewed were 
encouraged by some recent events. They believe that the General 
Assembly’s denial of the post-adjustment increase recommendation m 
1984 caused the ICSC to give greater consideration in 1985 to what 
member states were prepared to approve on compensation matters 
They said the ICSC’S 1985 report to the General Assembly had reflected a 
greater awareness of member state cost concerns than had Its reports m 
the recent past 

According to some member state representatives, another encouraging 
aspect was greater consultation on compensation issues among member 
states, particularly the major contributors, before the 1985 General 
Assembly convened. They viewed this as beneficial, both for facllitatmg 
a consensus on such issues m the Fifth Committee and for contrlbutmg 
to ICSC awareness of member state concerns when analyzing the issues. 
For example, they noted that the United States and Soviet lJmon held 
similar views on many of these issues. 

We were told that another factor was that more members that are not 1 
major contributors had also become more concerned with U.N compen- 
sation issues m 1985 than they had m the past and had joined the major 
contributors m taking a stand on such issues. Some member state repre- 
sentatrves told us that the magmtude of the ICSC’S 1984 recommendation 
for increasing post-adjustment allowances had brought opposition from 
some member states that previously had been generally supportive of 
ICSC pay recommendations. 

Conclusions 
__----- - 

The margin between U.N. and US civil service compensation 1s a key 
factor 1x-r ICSC pay recommendations. Growth of this margin in recent 
years has helped galvanize concern among many contrlbutmg member 
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statc~s about the need to control increasing l.J N. costs. This was lllus- 
trated by the General Assembly’s 1984 re,lectlon of the full 9 6 percent 
increase recommended by ICSC for New York’s post-adJustment allow- 
ance and by the General Assembly’s formal request the followmg year 
that. a target compensation margin be established. 

‘I’hescX actions also demonstrated several member states’ dissatisfaction 
with the role and obJcctivity of the WC These members complained that 
I J.N staff and management interests held more sway with the ICSC: than 
members’ c*oncorns about increasing compensation costs. They were also 
dlssatlsf led with the complexity of the ICSC margin calculation method- 
ology (see discussion m ch 4), and ICSC, member states, and others dls- 
agreed about the actual size of the margin Despite their dlssatlsfactlon, 
\ctvcral member states have noted some encouraging signs that the ICSC 
may be paying more heed to their concerns 
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The IMC, member states, and others have disagreed on just how the 
margin between IJ.N and IJ S civil service compensation should be cal- 
culated. Although the General Assembly established a desirable range 
for the margin, it has not resolved questions on the methodology for 
computing the margin. 

The I(:% has made a number of modifications in its methodology for cal- 
culating the margin between U.N. and 1J.S. civil service compensation 
We analyzed the ICSC margin calculation m recent years and found sev- 
eral mstances where ICSC modifications tended to reduce the margin 
between the two services In some cases, the modifications appear 
questionable 

The insight provided by these historical examples of methodological 
changes is important m light of the General Assembly’s agreement that 
the ICSC should study further its calculation methodology. We believe the 
General Assembly’s resolution to establish a margin range, whrle an 
important step, will not provide adequate control until an agreed-upon 
methodology for calculating the margin is developed. The ICSC recently 
introduced several changes it intends to make m future margin calcula- 
tions. For example, it will compare average U.N. and IJS. salaries at 
each grade without adjusting for the cost-of-hvmg difference between 
New York and WdShlngtOn The overall impact of the changes on the 
margin has not been determined 

-_. - - - . .._ ~ --~ 

Ejlements of the Margin The ICSC’S margin calculation involves several determmations and 

Cjalctilation 
assumptions which, to varying degrees, influence the resulting compar- 
ison According to the ICSC Chairman, the four most important elements 
m the calculation are as follows. 

* 

1. Calculatmg 1J.N. and IJ S net remuneration m New York City and 
Washington, I).C., respectively 

2. Dctermmmg I J.S. equivalents to 17-N pay grades 

3 I)eterminmg the cost-of-living differential between New York City and 
Washington, I) C 

4. IJsmg average compensation received over a l-year period to avoid 
possible distortions when fluctuations, such as pay raises, occur. 
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Ckmges in U.S. Net 
Remuneration 

In recent years the ICSC has changed its calculation of the net remuncra- 
tion reccivcd by IJ S civil servants by (1) usmg proposed salaries for 
senior 1J.S. employees instead of actual amounts received, (2) including 
bonuses received by 1J.S. senior executives in the margin calculation, 
and (3) revising the tax rates used in calculatmg U.S. employee net 
remuneration. The KSC said it had made these changes to mcrease the 
tcchmcal accuracy of t,he margm calculation Each of these changes 
increased U.S. net remuneration levels and consequently reduced the 
margin between U N. and IJ.S employee compensation though only to a 
minor extent. 

I’roposcd vs. Actual Salaries For several years the IJnitcd States has frozen the salaries of certain 
senior grades at levels below the proposed salary scales for these 
grades Between 1980 and 1984 ICSC used these proposed salary scales m 
its calculation instead of amounts actually received, thus increasing the 
annual salaries of IJ S senior officials used for comparative purposes by 
amounts ranging from $134 to as much as $17,677 

This practice had the greatest impact in the period ending September 30, 
1981, when 10 of the 17 US pay levels used m the comparison were 
frozen at amounts below those used m the margin calculation ‘I’hesc pay 
levels accounted for approximately 13 percent of the total margin calcu- 
lation for the period 1Iad the ICSC: used the actual pay levels, the 1981 
margin between 1J.N. and IJ S. salaries would have been 18 9 percent 
mstctad of the 17.8 percent difference reported by ICX:. 

The IW: stopped this practice m late 1984 when the maJority of I(:SC 
commissioners agreed that actual salary levels of the IJ S Civil Service 
should be used IIowevcr, the SubJect of proposed versus actual salary 
lcvcls had become moot by then because the pay cap on I7 S scmor cxcc- 
utivcs had been lifted m 1983- leavmg the Gcncral Schedule grades of 
GS- 17 and GS- 18 as the only capped pay levels used m the ICSC compar- 
ison calculation. Most positions at thcsc two pay levels have been con- 
vcrted to the Scmor Exccutivc Service, and those rcmaming currently 
make up less than one half of one percent of the total calculation and 
thus no longer have much impact on the outcome. 

* 

ICSC changed its computation of IJ S net salaries m 1981 when the 
Setnor Executive Service program was implemented. I Jnder this pro- 
gram, the IJmtcd States can provide bonuses and special performance 
awards of up to 20 percent of base salary for up to half of the scmor 
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career executives From 1981 to 1986, ICSC prorated the bonuses and 
awards provided to all IJ S senior executives and added the average 
amounts, ranging from $1,086 to $1,809, to their gross salaries This 
practice affected the comparison for approximately 10 percent of all 
professional IJ N staff, reducing the margin by an average of 0.3 per- 
cent annually since 1981. 

The II N compensation system does not provide for similar bonuses or 
awards for outstanding performance The ICSC believed the awards and 
bonuses should be included in the comparison since they can amount to 
a substantial part of a senior executive’s remuneration However, m 
1986, the ICSC reported that it will reconsider the mclusion of U.S. civil 
service bonuses and awards in future margin calculations. 

lr’ovlsc~l I J S. Tax lW,c Calculatron In 1983, the ICSC revised its method for converting Ii S. gross salaries to 
net amounts m the margin calculation Prior to 1983, the ICSC had used a 
simple arithmetic average for determmmg itemized and standard tax 
deductions for U.S employees IIowever, after reviewing statistics on 
mdividual mcome tax returns, it adopted a weighted average method for 
dcterminmg the taxable mcome, tax liability, and net salary. According 
to the ICSC, this revision provided a more meamngful and accurate 
reflection of the actual taxes U.S. civil servants pay than did the pre- 
vious method. The ICSC reported that the revision had the effect of 
reducing the 1983 margin from 16 9 to 16 5 percent. 

In response to a 1976 General Assembly resolution, the ICSC contracted 
for a detailed study of comparable positions within the U.N system and 
t,hc IJ.S Civil Service, which resulted m establishing grade equivalcncies 
between the two services. The study compared the Job content of 518 b 
positions drawn from 46 occupational groups m the two services. 

In December 1978, the General Assembly approved the study’s rccom- 
mended grade equivalencics for P-l through D-l, as listed in table 4 1. 
For example, 33 percent of the duties of a P-4 are equivalent to those of 
a GS-13, and 67 percent are equivalent to those of a GS-14. 
I1:qulvalencics for the D-2 pay level were approved by the General 
Assembly the followmg year. 
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U.N. grade 
P-l 

P2 

P3 

P-4 

P5 

Dl 

D2 

U.S. grade 

GS-9 

GS-11 
GS-12 

GS-12 
GS-13 
GS-13 
GS-14 
GS-15 
SES-4 
GS-16 
SES-1 
SES-4 
SES-5 
GS-17 
GS-18 
SES-4 
SES-5 
SES-6 

Percent of U.S. grades 
Equwalencles Equivalencles 

appr~e;;;a\ used m 
calculatmg 

Assembly 1986 margm 

100 100 
62 

iii 38 

;z 2 

iif ;; 

100 92 
8 

100 6 

:z 
6 

ii c: 

;: 
5 

No grade equlvalencles for the two IJ N. grades above the D-2 level have 
been estabhshcd because, according to ICSC, the D-2 grade is the top of 
the I J N. career level 

The IC:SC: started using the approved grade equlvalencles for pay levels m 
its margin calculation m 1978 Ilowever, m 1980 it modified the 
cqutvalcnclcs for the I’-S-and-above pay levels using composites of six to 
eight different IJ.S pay levels as substitutes for the approved 
equlvalencles The ICSC said it did this because senior executive grades 
had taken the place of most GS-16-and-above levels in the U.S. Clvll Ser- 
VKT, which had constituted the previous equlvalencles for the P-fi-and- 
above I J N. grades. The WC noted the change m equivalencies in its 1980 
margin cnalculatlon but has never formally submitted the change to the 
General Assembly for approval The ICSC change m equlvalencles 
reduced the margin from 17.3 percent under the previous equlvalencles 
to 16 0 percent under the new ones when it did its 1980 margin 
computation 
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Cost-Of-Living The ICSC margin admstment to account for the cost-of-hvmg difference 
Adjustment-Washington, between Washington, D C , and New York City has perhaps the single 

D.C./New York most significant impact on the overall margin Figure 4 1 compares the 
margin between U.N. and IJS. civil service compensation with and 
without the ICSC cost-of-living adJustment between the two cities The 
cost of living in New York City has consistently exceeded that of Wash- 
ington, D.C., a difference ranging from about 10 percent in 1978 to 6 
percent in 1985. 

Flqure 4.1: Margin Comparison With 
and Without Cost-Of-Living Adjustment 
Batween Washington and New York 130 U S Compensation (Percent) 

(197885) 

105 

100 

1978 1979 1990 1991 1992 1993 1994 1995 

- Without cost of bng adjustment 

V With cost of Ilv~ng adpslment 

The IJmted States and other member states have opposed this adJust- Y 
ment primarily because U S civil servants’ pay does not vary on the 
basis of location withm the continental IJnited States. In its 1986 annual 
report, the KSC: noted that it will no longer adJust its margin calculation 
for the cost-of-hvmg difference between New York City and Wash- 
ington, D.C. A 1J.N. Secretariat official told us this change may impact 
on the present recommended range for the margin IIe said the present 
16 percent target as a midpoint was roughly based on the 10 to 21 pcr- 
cent range of the actual margin over the past several years Adding the 
cost-of-hvmg difference between New York City and Washington, D C , 
back mto the margin for those years would result m a range of 20 to 
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about 27 percent. He indicated that this decision might result m pres- 
sure to revise the target margin above the present 15 percent. 

G)st,-Of-Irving Surveys The KSC: uses a variety of surveys, which identify the shops frequented 
by and expenditure patterns of U.N. staff for approximately 350 items 
in such categories as food, clothing, and household needs. The ICSC calcu- 
lates a post-adJustment index for all U N locations, which measures 
living costs for 1J.N. professionals at a given location compared with 
those m New York City on a specified date. This calculation does not 
enter mto the ICSC margin calculation, but does determine the post- 
aaustment classification for each location relative to New York 

These surveys are conducted twice every 6 years for each location In 
the surveys’ interim, the post-adJustment index 1s perlodlcally updated 
by using the local consumer price index at each location, which 1s 
reweighted to reflect the spending patterns of the local 1J.N staff 

According to the ICSC, it rewelghts the Bureau of Labor Statlstlcs cost-of- 
living index for New York City because the Bureau’s Index (1) 1s not 
based upon the expenditure pattern of U N employees and (2) does not 
cover the income levels of 1J.N. officials With regard to the latter point, 
It should be noted that the Bureau’s calculation covers approximately 80 
percent of the total non-institutional civilian population of the area sur- 
veyed A m&Ior part of this difference between the two surveys results 
from the ICSC’S treatment of housing costs. The Hureau’s survey includes 
both home ownership and rental components According to the I(:%:, 17 N 
employees primarily rent their homes so it has dropped the less costly 
ownership component. 

Member states support the concept of internal equahzatlon of 1J.N. pay 
through the post-ad,tustment allowance, but some have questioned the 
KSC’S assumptions on how the New York City cost-of-living adjustment 
should be calculated. The Department of State, for example, notes that 
most cost-of-living allowances m busmess or government are based only 
on spendable income, that is, gross income minus taxes and other 
expenses not affected by cost-of-living changes at a given post. Exam- 
ples of such expenses would include life insurance, savings, or retire- 
ment. The Department believes that U.N. cost-of-living allowances 
should be paid only for necessltles that must be purchased at the post- 
food, clothing, housing, and utlhtles. Department officials have estl- 
mated that these Items comprise about 60 percent of a P-1 employee’s 
expenditures and as little as 40 percent for D-1s and above. Thus, the 
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Department, has questioned the ICSC’S practice of applymg cost-of-living 
increases to approximately 85 percent of an employee’s net salary 
rather than only to that segment of income directly affected by changes 
in t/he cost of hvmg. 1J.S views on limiting post-ad.Justment payments 
have been debated in the E’lfth Committee but have not been adopted. 
IIowevcr, the Department, has stated that it intends to continue pursuing 
thts point with other member states. 

Member states also appear to accept the concept that mternatlonal clvll 
servants have different buying and consumption habits than the general 
I J.S. population. IIowever, they do not believe that the conscious (*hoIce 
of more expensive goods creates a legitimate claim for higher compensa- 
tion Some member states, including the United States, have taken the 
posltlon that there 1s no discernible restraint on a system that is based 
upon the actual consumption habits of mternatlonal clvll servants. In Its 
comments on a draft of this report, the Department of State said that It 
had called attention to this practice m data collection based on consump- 
t ion patterns and has emphasized that t,he lJ.N cost-of-living data 
sllould not include costs inflated by choice 

Additional Changes 
Considered for Margin 
Calculation 

In recent years, proposals for additional departures from the present 
margin methodology have been discussed wlthm the ICX and before the 
General Assembly. One such proposal would compare total compensa- 
tion of the 1J.N. and U.S. clvll services rather than the present net remu- 
neration. Another would include some of the specialized 17 S. pay scales 
m the companson, such as those for scientists 

_- .---- 
The ICSC has bethn exponmentmg with a tot,al compensation comparison 
of the IJ N to the Ii S clvll service m addition to the tradltlonal calcula- 
t ion based on the difference m net remuneration As shown m table 4.2 
below, the ICSC’S total compensation comparison included salarles plus 
c*crt.am allowances and benefits, such as hours worked per year and 
value of pcnslon annultles and health insurance. Other allowances, such 
as those for education, were excluded because they are considered as 
oxpatrlatc boncflts, that IS, paid for IJ N employees service abroad 
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able 4.2: Elements of ICSC’a 1981 
otal Compensatron Comparison United Nations U.S. Civil Service 

Net base-s&rym - 
I_-___---__- -__-..- - 

Net base salary 
Post a&“siment 

_._.__ - .---l___-----____l_ ___---_ 

Dependenc~allowance 
----- -1-1__ _____._ -._. -.- 

- -.- --.----.~.---.- ____I__ 
Pension Pension .- ----.--- ---_I___- - ..- 
Health care benefit Health care benefit 
Death aranibknefli - 

---_-_ - 
Life murance (mcludma death arant benefit) 

The ICSC first reported its total compensation comparison to the General 
Assembly in 1981, showing that U.N employees enjoyed a 14.2 percent 
advantage m total compensation over then U.S. counterparts The tracli- 
tional net remuneration comparison for the period favored U N. 
employees by 1’7.8 percent. Some member states challenged the ICSC total 
compensation comparison at the 1981 session of the General Assembly 
For example, the United States questioned the basic data supporting the 
comparison and claimed that the actual difference between the two ser- 
vices was closer to 30 percent. 

The 1981 disagreement on how a total compensation comparison should 
be made has not been resolved, and the ICSC is continuing to study total 
compensation comparison methodology. For example, in 1982 the IGSC 
considered adding as a calculation factor the difference in career lengths 
due, in part, to the U.N.‘s mandatory retirement age of 60, which does 
not apply to U S. employees. For that year, one ICSC total compensation 
comparison showed that the U.N. advantage was only 6.8 percent (See 
table 4.3 ) 

1-- _.__---~ 
Table 4.3: Margins of Net Remuneration 
and Total Compensation Calculated by Net Total 
ICSC Year remuneration compensation 

1981 -_ - - 
--_ _ - -ll-__-_--___ --_ -- - ~~ ~~. 

178 142 Y 

1982. - 
-- ____-- ___.__-_ I________--._-. ~- 

182 68 __-._ -----~.- -~ _~ ~.._ 
1983 165 11 6 _ - _--.-__------- -__---- - -- - - 
1984 170 106 -_- _----.--~ _-. - 
1985 21 3 176 

In a 1984 report, the U.N. Joint Inspection Unit questioned certain 
aspects of the ICSC’S total comparison methodology, such as its compar- 
ison of annual and sick leave and its use of a separate factor to measure 
the difference m career lengths for the two services. According to the 
report, the difference m total compensation between the two services m 
1982 was 20.6 percent, not the 6.8 percent reported by ICSC:. Some ICSC 
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commissioners, as well as some member states, also questioned KX’S 
mcludmg a factor for career length differentials, and the factor was 
excluded from the ICSC’S total compensation comparison m 1985 The 
disagreement on methodology remamed unresolved, and the IW: 1s stud- 
ying further the total compensation comparison methodology 

The U.S. Office of Personnel Management has studied total compensa- 
tion comparison between the U S. Clvll Service and the II S. private 
sector. In a 1980 report,’ we noted that. 

“Compared to pay comparablhty determlnatlons, benefit measurements and com- 
parwons are enormously complex Not only arc there many benefits to be mcawrcd, 
but the more important ones, such as retirement and msurance, are contmgcnt on 
future events [And] many assumptions and predlctlons have to bc made to cstl- 
mate benefit levels and costs While different assumptwns may be equally rcason- 
able and acceptable, they can yield different results ” 

The ICSC and the United Nations may find themselves in a slmllar sltua- 
tlon, a total compensation comparison between I J N. and IJ.S civil ser- 
vants, however, will be even more complex, and there 1s no substantial 
agreement on Just how such a comparison should be made 

--. 

Includrng Additional Pay 
Systems rn the Margin 
Calculation 

-- 
The ICSC 1s also conductmg a new grade equivalency study, which is con- 
sidermg including the following six additional IJ S. pay systems m its 
comparison. 

1. General Schedule special rate programs, such as those for scientists 
and engineers. 

2. The Foreign Service system 

3 The General Schedule merit pay system. 

4. The Veterans Admuustratlon’s Department of Medicme and Surgery 
special rates, such as those for physicians and dentists. 

5 The Department of Health and Human Services Commlssloned Officer 
Corps pay system 

’ I’roblemb m Dcvelopmg dnd Implementing a Total CompenMwn Plan for Federal 1Sm~loycw (IV( :I)- 
M-12), Dee 5, 1980, p< 

--- -. - 
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6. Independent pay schedules admuustered by mdividual agencies, such 
as the Government Prmtmg Office. 

The KSC: also plans to examine “analytical improvements” in the margin 
calculation, such as (1) the use of regression analysis, (2) the use of 
average salaries within a grade instead of the traditional step 1 compar- 
ison, and (3) revised weighting techniques for both U.N. and U.S. salary 
data 

As noted on p. 36, grade equivalencies between the U S Civil Service 
General Schedule and IJ.N. professional positions to the D-2 level were 
last established and approved by the General Assembly in 1978 and 
1979. As part of its current study, U N. position classifiers have deter- 
mined modified equivalencies, which the ICSC submitted to the U.S 
Office of Personnel Management for validation. In its 1986 annual 
report, the ICSC noted that, to date, the Office of Personnel Management 
has been able to validate only 5 1 5 percent of the grade equivalencies. 
The Commission expressed concern over the low rate of agreement and 
asked its secretariat to continue trying to improve on the rate. 

While the study is contmumg, the ICSC noted m its 1986 annual report 
that it has agreed, among other things, to exclude from its IJ.S./U.N. 
comparison Foreign Service positions and merit pay performance 
awards that it determines are not included m base salaries. It decided to 
include specialty Jobs in the comparison and to use average salaries at 
each grade in the two civil services mstead of those at step 1. Even 
though the ICSC has agreed to these changes, it reported that other pro- 
posed changes will require further study. The ICSC was unable to esti- 
mate the overall impact of these changes upon the margin We note that 
these attempts to bring more precision to the comparison will be more 
difficult unless the ICSC is able to achieve the basic step of determining 
valid grade equivalencies between the 1J.N. and 1J.S civil services 

hxlusions 
___- 

The growth in the margin between U.N. and U S civil service compensa- 
tion levels led to the December 1985 General Assembly resolution estab- 
hshmg for the first time a formal target of 15 percent, plus or minus 5 
percent According to the ICSC, the post-adJustment level in New York 
City will remain frozen until the present margin decreases to well within 
the desired range. Since future pay decisions are tied to ICSC margin cal- 
culations, it is important that member states be clearly informed and 
agree on the appropriate methodological assumptions used by the ICSC 
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Methodology and Assumptions Used to 
Compute Margin 

The General Assembly has authorized the ICSC to study changes in its 
comparison methodology. The study is continuing, but the ICSC has ten- 
tatively decided on certain changes, such as including specialized U.S. 
pay systems in the comparison. The impact of the changes on the margu 
outcome has not been fully determined. Some of the changes may fur- 
ther increase the comparison’s complexity and perhaps further compli- 
cate member states’ reaching a consensus on how to determine 
appropriate compensation levels. 

Since future compensation increases hinge on ICSC’S margin calculations, 
we believe the United States and like-minded member states must care- 
fully review proposed methodological assumptions and calculations to 
ensure they are reasonable and fair to U N. employees, consistent with 
the Noblemane Principle, and consider member states’ concerns about 
controlling compensation costs. 
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U.N. Pension System 
-- - -- .---- 

-.-- --- _--_--_ -.- -.--. .- _... -------_-.-..--- .-~ ~~ -.. 
‘l’ho Gcncral Assembly established the 1J.N. .Jomt Staff Pension Fund m 
1949 to provide rctiremcnt, survivor, and dlsablhty benefits for I J.N. 
staff. The Fund 1s administered by a board reprcsentmg 15 orgamza- 
tlons wlthm the IT N. common system. Unlike salaries, I1 N retlremcnt, 
annuity levels have not been tied historically to the 1J.S Clvll Scrvlccl 
IZcllrcment, Systom.1 The rate of benefit accumulation per year of SC’I’VI(‘( 
IS now the same m the two systems, but the base upon which IJ N pen- 
slons are calculated 1s higher than the gross salary base for I J S 
employees 

The Gcncral Assembly has taken action to limit maximum pcnslons for 
senior offlclals and has temporarily frozen the base upon which pt’n- 
slons are computed for other employees, as member states have foc*uscd 
on the cost of the retirement system Whllc some actions have brought. 
lmmcdlate savmgs, others will affect only new participants cntormg t ho 
system, and their full fmanclal impact will not be felt until the next 
century 

We did not attempt to compare the cost of the 17 N and ! J S. pension 
systems. Ilowever, some member states believe that 17 N pension bcnc- 
fits are too generous and should more closely reflect t,he comparator MY+- 
vice pension bcneflts. The General Assembly requested that the I(‘%: and 
the Pttnslon Board carry out a study of the IJ N pt’nslon system during 
1986, with a view toward possible further changes m the system. In lattl 
1986, the IM: recommended a margin range between I J N./t 1 S pcnslon- 
able rcmuneratlon amounts of between 10 and 20 percent 

The Pension System 
and Fund Operation 

__-- _____. -_- ---- __- -____ 
Whereas I I .N cmployeos compensation levels have been tlxphc+ltly 
linked to the comparator scrvlce through apphcatlon of the Noblcmalrc 
I’rinclplc, this lmk had not been made with lJ.N. pensions through 19386 
The adequacy of the t J N. pension system has not been hlstoncally mea- * 
surcd m terms of the 1J.S Civil Service Rctn-emcnt System In fact, t hcrc 
has been a conscious effort by some mvolvcd m the system to avoid 
such an explicit comparison For example, the Intornatlonal I&or 
Organizat ion, one of the Fund’s partlclpatmg agencies, said that, t hc I I Ii 
pension system should be a model for others, not a copy of anothc>r 
country’s system Others have also noted that a rctlrcmcnt system fol 
.- __-- - _-- 
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employees who scatter all over the world should not be patterned too 
closely after a single national pension system. 

The 1J.N. pension system 1s administered by the U N .Joint Staff E’cnslon 
Hoard, which consists of 2 1 members, one third chosen by the General 
Assembly and the other govermng bodies of the member orgamzatlons, 
one third by the executive heads of the member orgamzatlons, and one 
third by staff participants m the Fund. The Board members represent 
member organizations varying greatly m size. The United Nations m 
New York, for example, represented by one third of the Board mcmbcrs, 
accounted for 28,147 Fund participants, or more than half the 53,204 
total participants as of December 31, 1984. The International Fund for 
Agricultural Development is one of the smaller members, with ontt 
Hoard member and 189 Fund participants 

The Hoard works m conjunction with other U.N agencies with expertise 
m the pension area, such as the ICSC The current Board has five mem- 
bers and several alternates from the 1Jmted States, most of whom reprcl- 
sent staff and common system orgamzatlons. 

The Fund has a secretariat staff of 87 who carry out day-to-day opera- 
tions and an investment management staff of 13. In addltlon to partlcll- 
pant contributions, member states contributed about $250 mllhon m 
1984, of which the 1J.S. share was about $62 milhon The Fund had 
assets with a cost value of about $3 4 billion as of December 31, 1984 It 
has mvestments worldwide, including more than $1 b&on m 1984 m 
the I Jmted States. Investment income and contributions cover opcra- 
t ional costs, which were budgeted at about $7.5 milhon for 1985, as well 
as provldmg for Fund growth and retirement benefits already being 
paid IIowever, the Fund 1s not m actuarial balance, with contrlbutlons 
not, at a sufficient level to cover estimated future benefits. (See p 53 ) 

As of December 31, 1984, benefits were being paid to 22,378 rcclplents 
According to the Hoard, the Fund paid out $314 5 million in bencflts m 
1984, compared with $274 5 mllhon m 1983 

Prd’ile of 1985 U.S. 
Retirees 

According to the Pension Fund, 725 U.N. employees retired or took early 
retlrcment m 1985 (see app. III for early retirement criteria and pcnal- 
t,los) Table 5 1 shows that about 24 percent of them had less than IO 
years of service, over 62 percent had between 10 and 30 years, and I4 
perccint, had 30 or more years of service The Fund reported that the 
1985 retlrotts had an average of 17 years of service 
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Table 5.1: Years of Service G1985 U.N. 
Retlrees Years of Service Number Percent 

Less than IO 172 237 

1Oyearsto 14 years 11 months 144 is9 -- - -_--.__- -_..--- - - ---- -~- ..~_. 
15yearsto9 years 11 months 116 160 

20 years to24 11 months years 101 139 

25 to 29 yea& 11 months ~~- years 91 -12 5 

SO yek to% 11 months years 78 108 

35yearsorover 23 32 

Total 725 100.0 

Table 5 2 breaks down the size of annuities reported by the Pensmn 
Fund for this group of retirees However, 641 of the 725 retirees exer- 
cised the lump-sum option, so the amounts in the table represent 
reduced annuities after the lump sum is deducted for those 641 mdivid- 
uals. The Fund did not specifically identify the 84 pensions representing 
full benefits but did note that 4 of the 5 pensions in the $50,000-and- 
above categories are reduced pensions after lump-sum payments and 
averaged $51,393. All 5 of the retirees in the $50,000-and-above catego- 
ries had over 30 years of service, and 3 had 35 years or more. The Fund 
does not routinely provide data on average pension annultles or lump- 
sum amounts. 

-.--__-~ 
Tqble 5.2: Retirement Annulties for 
1% U.N Retlreesa Amount per year 

- Under$5,000 

$5,000’to 9,999 

10,000 to 14,999 

15,000 to 19,999 

20,000to 24,999 
25,000 to 29,999 
30,000 to 34,999 

35,000 to 39,999 
40,000 to 44,999 

45,oooto 49,999 

50,oodto 54,999 

55,OOOandabove 
Total 

Number 
69 

126 

128 

130 

114 
80 
43 

18 
10 

2 

5- 

0 
725 

--__ 

Percent 

95 

174 

177 

179 

157 
110 
59 L 

25 
14 

03 

07 

00 
100.0 

“Based on accumulation rates In effect for employees who began service before January 1, 1981 

The lump-sum amounts ranged from less than $50,000 to more than 
$300,000 and are summarized m table 5.3. In this group, 453 of the 641 
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recipients, or 70.7 percent, received between $50,000 and $200,000. Thrt 
smallest group, conslstmg of 3 retirees, or 0.5 percent, received the 
largest lump-sum payments of $300,000 and above. 

Table 5.3: Lump-Sum Payments for 
1985 U.N. Retlree!Y Amount Number Percent 

Under $50,000 108 168 -_ 
$50,000 to 99,999 

-..- -----_--- 
158 24 7 

100,000 to 149,999 
---- - -~-~ 

173 270 

150,000 to 199,999 122 190 

2oo,oooto 249,999 63 98 
250,000 to 2gg,999 

-- - --------- ..-_ 
14 22 -- __.------ 

300,OOOandabove 3 05 ____---___ -- ---- - 
Total 841 100.0 

aLump sum payments are dlscussed on pages 50 and 55 

U.S./US. Pension 
Provisions 

_-.__- _--- - --.- 
U.N and U.S. clvll service pension systems are similar m some respects, 
such as benefit accumulation rates. However, there are also key dlffer- 
ences, such as the basis upon which pensions are calculated. Pension 
fund contributions and system benefits are briefly summarized below A 
fuller comparison of the two systems is included in appendix III 

- - _ -c___ .--- -_. .- -.---- 

Fund Contributions 
_-- 

17 N employees currently contribute 7.25 percent of pensionable remu- 
neration, and member organizations contribute 14.5 percent. US civil 
servants contribute 7 percent of their gross salaries, and their employer 
contributes 14 percent. 

Pensionable remuneration is the amount upon which U.N. employees’ 
retirement benefits are calculated and is based on a scale developed by 
the Pension Hoard and rcsc rather than on gross salary, as is the case m 
the 17 S. Civil Service Retirement System. This schedule of pensionable 
remuneration is related to the U.N ‘s gross salary schedule plus a 
weighted average of post-adjustment allowances 

The Pension Fund receives Its income from employee/employer contri- 
butions and investment earrungs. The U.N. plan, providing that member 
states are responsible for any shortfall, is similar to the IJS. Civil Ser- 
vice Retirement System, in which the U.S. government must make up 
any shortfalls m the fund receipts according to an actuarial valuation 
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Since January 1, 1983, the rate of benefit accumlllatlon for eac*h yc’ar of 
service has been identical for the two systems, and employees m both 
become ehgible for benefits after 5 years of service, provided they mccl 
certain age rcqulremcnts. II N pensions are based on the highest 3-year 
average of pensionable remuneration during the employee’s last 5 years 
of service, whereas IJ S pensions are based simply on the high &year 
average. I’art,iclpants in both systems cap move from one orgamzatlon to 
another within the system and mamtam then- rctn-emcnt status 

Ketirees in both systems have a lump-sum optnon. 1J.N. rctlrocs can tllcct, 
to receive up to one third of the actuarial equlvalcnt of their annuity or 
their actual Fund contnbutlon, whichever IS greater, as a lump-sum pay- 
ment upon retirement The remammg two thirds of the annuity 1s paid 
as a regular periodic payment In its 1986 report to the General 
Assembly, the Pension Hoard recommended that the maximum lump 
sum payable be limited to the maximum amount payable to a P-5, step 
10, retiree at age GO with 35 years of servlcc IJ S retirees have the 
option of taking lump sums upon retirement up to the amount of their 
total pension contnbutlons with their annuities bttmg reduced 
accordingly. 

______--- ------ .~. 

Member State Concerns Many member states have become mcreasmgly concerned about. the 
overall cost, of the 1J.N. retirement system and the pension lcvcls, partlc- 
ularly those avallable to long-term senior staff. In a statement before the 
Fifth Committee in 1985, European Economic Community members 
noted that 1J.N. pensions, which 15 years ago lagged behind IJ S Clvll 
Service pensions, were, m their view, now considerably higher. Some 
member states believe that IJ N pensions are now unreasonably high m 
comparison with 17,s. pensions 

I 

_.---- 

(lornpariso~ of U.N. and 
I i.S. I+nslons Benefits 

______ ---_- -_.-_-_ _ _ . .._. - .-- .- 
The overall relative cost of the U N and IJ S pension systems would be 
a useful measure, but drawing such a comparison is difficult due to the 
different valuation procedures for the two systems Instead, member 
states have compared benefits. For example, at the 1985 General 
Assembly, European Economic Commumty members recalled that, on 
average, U S Clvll Service pensions m 1971 exceeded 1J.N. pensions by 
30 percent. As of December 31, 1985, that imbalance had been substan- 
tially reversed 

Tables 5 4 and 5 5 summarize the pensions payable to II N profcsslonal- 
and-above employees and I7 S. employees at grades GS-9 and above, at 
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the top step of each grade. Since ICSC grade equivalencies refer to grades 
at st,cp 1 levels, we did not attempt to compare pensions at specific 
oqmvalcnt grades The tables illustrate that the range of pensions avail- 
able to I J N professionals is substantially higher than those earned by 
1 J S ~~11 servants For example, after 30 years of service U.N pensions 
rang0 from $22,440 to $69,420 (table 5 4, part A), while the 1J.S range 
1s from $15,945 to $38,644 (table 5 5). Part I), of table 5.4 shows the 
range of pensions that will be available to 17 N employees who Joined on 

or ;lf’tw ,January 1, 1983. 
_--__-.---_- 

Table 5.4: U.N. Penslons at Selected 
Lengths 4f ServIcea A. For Em-es Who Joined the Umted Natlons Before January 1,1983 - _.... -._-_- ---- 

Grade 
I-’ 1 

F' 2 
F' 3 
1' 4 
F' 5 

r1 1 

D2 

ASG 

1JSG 

Grade 
I’ 1 

f’ 2 

I’ 3 

f’ 4 

I’ , 5 

f) 1 

I) 2 

A:-;(; 

11:X; 

Pensionable 20 years 
remuneration (40 percent)b 

$37,400 $14,960 
47,900 19,160 
62,200 24,880 

70,900 28,360 

83,900 33,560 

87,900 35,160 

92,400 36,960 

103,900 41,560 

115,700 46,280 

Time in service 
25 vears 30 vears 

(50 petkent) (60 pekent) 

$18,700 $22,440 

23,950 28,740 

31.100 37,320. 

35,450 42,540 

41,950 50,340 

43,950 52,740 
46,200 55,440 

51,950 62,340 

57,850 69.420 

35 years 
(65 percent) 

$24,310 

31.i35 

40,430 

46,085 
54,535 

57,135 
60,060 

62,340' 

69.420' 

5. Foe l$pl_our?%Jo$Jq[nIhe United Nations on or After Jawga 1 1983 -L--- 

Pensionable 
remuneration 

$37,400 
47,900 

62,200 
70,900 

03,900 

87,900 

92,400 
103,900 

115,700 

_----. --_ 
20 years 

(36.25 
percent)b 

$13,557 
17,364 

22,547 

25,701 
30,414 

31,864 
33,495 

37,664 
41,941 

Time in service 
25 years 30 years 

(4625 (5625 
percent) percent) 

$17,297 $21,037 

22,154 26,944 
28,767 34,987 

32,791 39,881 
38,804 47,194 

40,654 49,444 
42,735 51,975 

48,054 58,444 

53,511 65,081 

35 years 
(66.25 

percent) 
$24,777 

31,734 

41,207 
46,971 

55,584 

58,234 

61,215 
62,340' 
69,420' 

“Av,~rrr~~r~g full ctlglblllty at the nlaxlmum step of each grade 

“t+rt twt of pcnsbonable rcmuneratlon 

’ M,lxlrnllrrl AX; and USG pcnslons lbmlted to these amounts 
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Table 5.5: U.S. Civil Service Pensions at 
Selected Lengths of Servicea Time in service 

20 years 25 years 30 years 42 year: 
Penslonable (36.25 

Grade remuneration percent)b 
(46.25 (56.25 ‘%a;: Maxlmun 

percent) percent) percint) (80 percent _ __- -. ___.. --- _ ._._ ---- ___--_---_-..------- .- -- ~~~. -- - -- ~~ 
GS-9 --.----.---~~~~~~----~~--~~~-.-$3-~~ - .-.. !i%y; 
GS-11 

-w;f 
! ' 

GS-12 41,105 14,901 19,011 23,122 27,232 32,881 

GS-13 48,876 17,718 22,605 27,499 32,380 39,1a 

GS-14 57,759 20,938 26,714 32,489 38,265 46,201 

GS-15 67,940 24,628 31,422 38,216 45,010 54,35; 
iii-16 

.-- -. _._. ~-- .__--.~- ___-~ 
68,700 24,904 31,744 38,644 45,514 54,96( _ -.- -_ _- -.- __----- _-------- __---- .~ -- -~ -~~ .- ~~ ~. - 

GS-17 68,700 24,904 31,744 38,644 45,514 54,96( _. ..- -_-- -. . 
GS-18 68,700 24,904 31,744 38,644 45,514 54,96( 

%ased on salary schedule effectwe January 6, 1965, and assuming full ellglblllty at the maximum step 
of each grade 

bPercent of penslonable remuneration 

Pensionable Remuneration As noted, the present rate of benefit accumulation for each year of scr- 
vice is the same for the two systems. The difference m pensions arises 
from the amount upon which they are based. For example, the pension 
for a GS-9, step 10, is calculated on the basis of a gross salary of 
$28,347,” while the pension for the similar U.N. grade, a P-l, step 10, is 
calculated on the basis of $37,400.” The U.N. schedule of pensionable 
remuneration has increased significantly between 1981 and 1984. The 
primary reason for the large increase was a change in the index the 
Board used to adjust pensionable remuneration for cost-of-hvmg 
increases. Until 1981, the Board used an index based on the weighted 
average of post-a&ustment allowances at 43 U.N locations. In 1980, the 
General Assembly approved an Icsc,/Pension Board recommendation to 
use the U.S. consumer price index to adjust pensionable remuneration I 

whenever its movement was greater than the movement of the weighted 
average of post adjustment. 

This decision was prompted by the high rate of U.S. mflatlon at the 
time. According to a Board official, under the weighted average index, 
pensionable remuneration was not keeping pace with the dollar’s loss of 

--~-_____ 
2Assummg $28,347 is the employee’s high 3-year average 

“Assummg $37,400 1s the employee’s high 3-year average over his last 5 years of wrwx , , 
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purchasing power. Consequently, 17-N. staff retiring at that time, partic- 
ularly those locating m the IJmted States, were losing ground in the 
value of their pensions 

The decwon proved to be costly, since the IJ S consumer price mdcx 
increased by 22 percent between 1981 and 1984, while the old measure 
mcreascd by only about 3 percent The corrcspondmg increase m the 
level of IJ N. pensions being awarded caused many member states to be 
concerned In 1984, reflcctmg those concerns, the General Assembly 
froze pensionable remuneration for 1985 and 1986 and approved a new 
temporary pensionable remuneration scale, which reduced IJSG benefits 
by 17 percent and A%; benefits by 11 percent, as of *January 1, 1985 

Il;uropoan Economic Community member states and the IJmted States 
bohcve that, had the Noblemane Principle been used as a guide, the 
adjustments in pensionable remuneration and resultant costs to member 
states would have been lower. Some member state representatives told 
us they were pleased that the General Assembly had taken action to 
reduce IJ.N pensions Ilowever, they believe pension benefits are still 
too generous and should be brought more into line with comparator scr- 
vice pensions 

A Pension ljoard official told us that Board efforts to compare U N. and 
IJ S benefits have been complicated by anticipated changes m the U S 
retu-cment system Given similar rates of benefit accumulation m the 
two systems, any further efforts to reduce IJ N. pensions ~111 likely 
have to focus on pensionable remuneration, the amount upon which 
IJ N pensions are based In its 1986 annual report, the ICSC recom- 
mended that IJ N pensionable remuneration amounts be mamtamed in a 
range of 10 to 20 percent above those of the U S. Civil Service with a 
desirable midpoint, of 15 percent, but the methodology for determmmg 
I J N pensionable remuneration remains under study. It also recom- 
mended a new scale of pensionable remuneration for IJ.N employees to 
take effect April 1, 1987 If approved by the General Assembly, this 
scale will, accordmg to the ICSC, result m a IJ N./U S. pensionable remu- 
neration margin of 18 percent. 

_ --_-------_ 
A key measure used by the Hoard m evaluating the Fund’s soundness is 
the shortfall between the total actual contribution rate and the rate that 
would be required to pay for future benefits. The actuarial committee of 
the Pension Fund reported that, as of December 3 1, 1982, the shortfall 
m the contribution rate was 4 79 percent of pensionable remuneration 
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The unbalance has been a contmumg problem, and to rcducc the lmbal- 
arm the Isoard, m 1982, recommended a plan to raise cmploycc and 
cmploycr contributions to the Fund m four stages bet wccn 1984 and 
1990-employee contributions to increase from 7 pcrccnt, to 8 pcrccnt, it1 
increments of one-quarter percent and employer contnbutions from 14 
to 1 ti percent m one-half percent increments. 

The first incrcasc, which became effectlvc on .Jamlary 1, 1984, brought 
contributions to their prcscnt level The Board’s 19,% annual report 
noted a contribution rate imbalance of 3 01 pcrccnt (I c , the cost of tht% 
system over time exceeded the current 2 I .75 pcrccnt aggrcgatc contra- 
butmn rate by 3 0 1 percent) Many member states, mcludmg the I Jmtod 
States, did not, view the imbalance as critlcal and did not support the 
second mcrcmcntal increase m contrlbutlons schcdulcd for ,January 1, 
19%. The IJmtcd States opposed the increase because it wanted to avol( 
an mcrcasc in member state contrlbutlons until all avenues for ac$lcvm~ 
economics in the bencf it structure had been cxplorcd In I)ccombc~r 1986 
the General Assembly voted to delay the mcrcasc, pcndmg the I’c~ns~on 
lsoard/Icsc: study of the pension system 

Some member states believe the General Assembly and the lsoard shoulc 
first agree on an appropnatc level for 1J.N. pcnsmns bcforc dcalmg with 
the Fund imbalance The Pension Fund’s rules and regulations provldc 
that, if Fund assets arc not sufficient to cover liabllitlcs, mcmbcr states 
are responsible for making up the difference. 

A group of maJor contributor member states prcparcd an analysis m 
1985 showing that the scheduled contnbutlon mcrcascs would cost 
member states approximately $400 mllllon over the next 10 years 
These member states also noted that, as far back as 1976, the Goncral 
Assembly had passed a resolution statmg that any changes in pcnslon * 
proccdurcs should not result m present or future mcrcascd c’osts to 
mcmbcr states. In voting to dcfcr any furthcr consldcrwt ion of contrlbu- 
tlon rates at its 1985 scsslon, the Gcncral Assembly rcyucstod tho ljoard 
to submit at its 1986 session “its rccommcndations on addltmrial 
economy measures with a view to chmmatmg the need for any frlturc) 
mcrcasc m the llablhtics of mcmbcr states ” According to a I’und ot fl- 
(alal, t,hc Isoard dccldcd at Its .Juno 19, 198G, mcctmg to dcfcr a dt~*lslon 
on the need for future contnbutlon rate mcrclases until aft (‘r t hcl 1987 
act,uanal valuation of the Fund The Hoard has cstlmatcd that t hc KWW 
pcnsionablc rcmuncratlon scale rccommcndcd to take cf facet in 1987 ~11: 
mcrcasc the actuanal lmbalancc of the Fund by 0 17 to 0 24 pcbrc*cbnt, of 
pcbnsionablc rcmuncratlon 
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Chapter 8 
1J.N Pension System 

I,urtl~~-RllrI C I[,1 iott The lump-sum option of the U.N. retirement system has come under 
scrutiny as member states have focused on the system’s cost. The opt,lon 
IS a carry-over from League of Nations pohcy when the Hrltlsh civil st’r- 
vice, which has such a feature, was the comparator service While some 
member states have suggested eliminating the option, other member 
states and the Board believe that, since the lump sum has been an option 
from the IJ.N.‘s inception, eliminating it would violate I7 N employee 
rights 

The 13oard noted that the lump-sum option 1s actuarially beneflclal to 
the Fund because, unlike periodic benefit payments, lump-sum awards 
arc not subject to cost-of-living adJustments. However, we note that the 
impac% of this option on the Fund depends on the assumptions used to 
calculate it The lump-sum amount varies inversely in relation to the dls- 
count or interest rate used by the Board to determine the present vah.& 
of the portion of the lifetime annuity being commuted. Thus, if the dls- 
count rate increases, lump-sum payments decrease. In the recent past, 
some member states, including the United States, believed that the dls- 
count rate used by the Hoard was too low At least partially m response 
to these concerns, the Board increased the discount rate as of ,January 1, 
1985, from 4 5 percent to its present 6.5 percent. 

At Its 40th session m 1985, the General Assembly requested the I’enslon 
Hoard to study further the method of calculating the lump-sum pay- 
ment As noted in its 1986 report to the General Assembly, the 13oard 
recommended a cap for the maximum lump sum payable corresponding 
to the maximum available at the top P-5 level. 

Two-Track System for 
I’c~nsion Cost-Ol’-Living 
Adeju,4tmcnt,s 

1 J N. salaries and pensionable remuneration scales are expressed m dol- 
lars IJpon retirement, 1J.N employee penslons are also calculated m dol- 
lars and, up to 197 1, were paid m dollars without regard to the country 
in which a retiree was living. Cost-of-hving adjustments are made peri- 
odically for all retirees based on the consumer price index in the country 
where the retiree is living. 

As the dollar weakened against other maJor currencies in the early 
197Os, many I7 N pensioners living outside the IJmted States were gct- 
tmg fewer units of local currency for their IJ S dollar annultles than at 
-.---- .- -__-- --~~- _- -- 
“I’rrstwt v~ilrw 15 d (om tq)t that rwogni~cs the time valuc~ of money and may br dcfuwd a.5 I hv ( III 
Icwl wart h 01 an amount or scrw of amounts payable m the future 
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UN. Pension System 

the time they retired,’ and their purchasing power decreased. To counter 
this loss to retirees, the Pension Board introduced a two-track pension 
payment system in 1979 whereby retirees could continue to receive 
then pensions in dollars or could elect to receive them m the local cur- 
rencies of the countries where they were living. 

This “local-track” option proved costly to the Fund when the dollar was 
weak since it cost more dollars to provide the same number of local cur- 
rency units. A Fund official told us that, given the changes m local costs 
of living in the various locations and the fluctuation in exchange rates 
against the dollar, it was not readily possible to calculate the cost of the 
two-track option to the Fund over a period of time 

The two-track system remained m effect as the dollar began to 
strengthen against other currencies in the late 1970s. Some pensioners 
living abroad began to reap windfalls by swltchmg their pensions to dol- 
lars and converting the dollar on their own to a greater number of local 
currency units than they would have received had they taken the pen- 
sion payment in local currency. 

In 1984 the Pension Board recommended and the General Assembly 
agreed to place a 20-percent cap on the local currency benefit a retiree 
could obtain by receiving his pension m dollars Thus, today a retiree 
can take his pension on a dollar track, which is indexed by the 1J.S con- 
sumer price index, or on the local currency track, which IS initially 
determined by the average exchange rate with the dollar of the previous 
36 months and then adjusted by the local consumer price mdex In addl- 
tion to the aaustment by the local consumer price index, a review of the 
present dollar equivalent 1s made every quarter. If the dollar equivalent 
1s higher, the benefit 1s paid at the higher rate as long as it does not 
exceed 20 percent of the pure local currency track. L 

According to a Fund official, this decision has resulted m some savings 
to the Fund, but the two-track system remains controversial with some 
member states. For example, the United States has generally opposed 
IJ.N. efforts to provide variable pensions based on residence. However, 
the Ijoard believes that eliminating the two-track system would be 
unfair to pensioners in times of a weak dollar and notes that It costs the 
Fund nothing when the dollar 1s strong. Some member states proposed 
an alternative further limiting the local-currency benefit to 10 percent, m 

-- 
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place of the present 20-percent limit The General Assembly requested 
the Hoard to study this proposal further. 

-_-. -.--_--- 

I+Xf’wt, of I’cwiion Reforms Attempts at 1J.N. pension reform are complicated by the concept of 
[klayecl acquired nghts. Based on this concept, pension rules and regulations in 

cf’fect when an employee enters the Fund cannot be altered durmg the 
employee’s permd of participation so as to diminish pension benefits 
accrued before the change was made. For example, the 65percent d~s- 
c+ount rate on lump-sum commutation, which the Board approved m 
1985, will be applied only to an employee’s service performed after *Jan- 
uary 1, 1986. The lump-sum amount for any service before that date 
~111 bc calculated at the rate in effect at the time the service was per- 
formed Also, as noted m appendix III, the benefit accumulation rates 
that took effect in *January 1983 apply only to employees entering ser- 
VIW since that date. Employees on board prior to that date maintain the 
accumulation rate of 2 percent per year of service 

Some member state representatives told us that a strict apphcatlon of 
the acquired rights concept makes it difficult to bring about pension 
reform m the short run. Applying the concept to pension reforms made 
m 1985, for example, means that the Fund will not realize the full fman- 
cial impact of the reforms until about the year 2010, when all employees 
currently m the system have retired. The U.N ‘s legal counsel has ruled 
that, the acquired rights concept 1s binding on the United Nations. How- 
ever, m 1985, the General Assembly asked the Board to study how to 
ehmmate or significantly reduce the “mequalltles of benefits payable to 
partlclpants who have already separated or will separate m the near 
future, compared to those who will separate later.” 

- - -__~~ ------- 
Tho high level of IJ N pensions has caught the attention of member 
states in recent years, particularly m light of actual and anticipated 
increased contributions In response, the Pension Board, ICSC, and Gen- 
eral Assembly have taken steps to limit the growth of 17-N pensions 
IIowcver, the concept of acquired rights will delay the full impact of any 
changes to the Ii N. pension system. The General Assembly postponed 
the scheduled 1986 increase m Fund contributions and asked the Board, 
t,ogcth(lr with the ICSC, to study further the pension system with a view 
to avoiding increased pension costs to member states. 

‘1’1~ rccont effort by the ICSC and Pension Board to more directly link the 
I J N pension system with the U.S CM1 Service Retirement System by 
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U.N. Pension System 

--.--- ___-_- _.- I__ - . 
cstablishmg a margm target of 15 percent in IT N./IJ S pensionable 
remuneration is consistent with U.S. and other member state views 
IIowever, we bchevc that those interested m the pcnslon system will 
need to closely monitor the procedure used to establish the lJ N. pen- 
sionable rcmuncratlon scale as the ICSC and E’cnslon Hoard contmuc thcl 
study of the methodology 
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U.S. Role in U.N. Compensaticn Matters 

-- 
Limiting personnel compensation and pension costs is a major I7.S. 
pohcy ObJectlvc m the United Nations The United States and other 
major contributors have recently achieved some success m restraining 
these costs and in convincing the General Assembly and the ICSC to 

establish more finite standards to justify future pay and pension 
increases. Notwithstanding this recent success, we believe past experi- 
cnce and the current studies of margin calculation methodology and the 
pension system demonstrate a continued need for 1J.S representatives 
to the 1Jmted Nations to closely monitor future actions by the ICX: and 
Pension Board 

U.S. Organization for 
Dealing With the 
United Sations 

-___ -___I_- 
The Department of State’s Bureau of International Organization Affair? 
is responsible for U S participation m mternational organizations such 
as the IJnited Nations and its specialrzed agencies Within the IJureau, 
the Office of 1J.N System Coordmatlon is responsible for, among other 
things, formulatmg lJ S. pohcy concerning 1J.N. salaries, post-adjustmer 
allowances, and pensions. This office, with input from IJ S. missions to 
1J.N. orgamzations, develops U S positions on U N. compensation 1ssuc: 
presented before the General Assemb!y and its Fifth Committee and 
other governmg bodies and provides staff support for CJ S. missions am 
17,s. delegations to governing body meetings 

Direct, 17 S day-to-day interface with major Ii N. organizations takes 
place primarily through U.S. missions to these organizations. The mis- 
sions are concerned with political, economic, social, and other aspects o 
1J.N. activities as well as compensation issues. The 1J S mission to the 
1J.N. Secretariat m New York is the largest mission, with 109 personnel 
Other missions, located in Geneva, Montreal, Nairobi, Paris, Rome, and 
Vienna, had a total of 72 1J.S. personnel in fiscal year 1986 

Smce 1J.N. compensation and pension matters are considered primarily 
by the General Assembly, we concentrated our work at the mission m 
New York, which represents TJ S. interests before bodies such as the 
General Assembly’s Fifth Committee. The mission also generally serves 
as the focal point for contacting other member states and for mam- 
taming awareness of ongoing developments concerning issues of lJ S 
mterest. A member of the mission staff IS currently serving on the II N. 
.Jomt Staff Pension Fund Board as a representative of the General 
Assembly While the United States has generally had a commissioner ot 
the ICX:, the commissioners serve as independent experts and not as t-q 
rescntatives of their respective governments. The current I.7 S. commis- 
sioner IS a senior official with the lJ.S. Office of Personnel Managoment. 
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1J.S. Objectives 
__-- 

Among I7 S prlontles, as spelled out by the Assistant Secretary of State 
for International Organization Affairs m March 1985, is the objective of 
fostermg responsible IJ.N budget and management practices. The Assls- 
tant Secretary noted that, in the IJ.S view, responsible budget practices 
must bqgn with more restraint m personnel costs, which constitute the 
largest component of international orgamzatlon budgets. IIe outlined 
this pnonty in the context of the administration’s overall obJectWe to 
attam effective American leadership and participation m intcrnatlonal 
organizations by “formulatmg I7 S. pohcles, enunciating them clearly, 
and pursuing them cxtenslvely ” The Assistant Secretary characterized 
this goal as “movmg from a damage limitation mode to one of construc- 
tive leadership ” IIe also noted that the IJnlted States would seek to put 
forth more of its own ideas and posltlons, strengthen cooperation with 
alhcs on these matters, and encourage more of the nonaligned member 
st atcs to join the I Jmtcd States m matters of common interest 

I J.S. Involvement in 
Compensation and 
Pension Issues 

-- -____ 

I’rlor to lQ84, the IJmted States and most other member states tended to 
accept ICSC margin calculations and did not challenge post-adjustment 
mcreases even though the margin reported by the ICSC grew from 10 per- 
cent m lQ78 to 21 percent m 1986. During this period, the United States 
opposed some ICSC proposals, such as increasing housing allowances, and 
supported increasing the IJ N. mandatory retirement age above 60 State 
Department officials said the ICSC establishes the agenda and it is dlffl- 
cult for member states to analyze the issues because ICSC’S recommenda- 
tions are often available only on very short notice before debate m the 
General Assembly. Several member state representatives we inter- 
vlewcd said the IJ N. compensation system is so complex that it was 
extremely difficult for them to identify and analyze ICSC methodological 
changes and challenge any that might have been of questionable merit 

13cgmnmg m 1984, with the General Assembly’s rejection of part of the 
rc:sc-recommended 9 6 percent post-adjustment increase for New York, 
the IJmtcd States has played a more active role in focusing attention on 
compensation and pension lssucs Since then, the ICSC and General 
Assembly have taken several actions that appear to address U S and 
othtbr member state concerns with the methodology used to calculate the 
margin and with the compensation and pension parameters used to 
guide future pay and pension increases. 

In Its lQ86 annual report, the ICSC listed 14 changes it intended to make 
m its margin calculation methodology. The ICSC was able to estimate the 
Impact that some of the changes would have on the margin outcome but 
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said that the overall effect cannot be determined pending further study 
Member states, including the United States, have favored some of the 
changes in the past, such as excluding 17 S senior executive scrvIcc 
bonuses and awards from the compensation comparison 17 S officials 
told us that they support others, such as comparing average salarlcs for 
each grade m the two services, on the basis of sound salary comparison 
pohcy. In keepmg wrth the General Assembly’s action m 1985, cstab- 
lishing a formal margin target of 15 percent (plus or minus 5 percent), 
the ICSC and the Pension Board have established a similar target for I J N 
pensionable remuneration in comparison to 17 S. clvll service gross sala- 
ries. All of these actions represent improvements supported by the 
IJnlted States 

Some of the changes the ICSC has agreed to make m its margin calculu- 
tion methodology appear to Illustrate its wllhngness to accommodate 
some member state concerns. However, the array of changes also illu+ 
trates the complexity of the comparison and the difficulty faced by 
member states m monltormg the process. 

Conclusions 
~-____ 

Margin calculations remain a dynamic and complex process which, m 
our view, require careful monitoring and study The most recent I(:SC 
annual report illustrates the range of methodological changes that can 
influence margin calculations. The impact some of these changes ~111 
have on the margin calculations 1s unknown and will require further 
study. Margin calculation methodology has become more important, 
given the recently established parameters for the compensation and 
pensionable remuneration margins We believe 1J.S. representatives to 
the IJnited Nations must carefully momtor and assess the approprlato- 
ness of these changes as well as the pension system to detcrmmc> 
whether they are consistent with fair and equitable compensation and * 
pension practices and with member states’ interests 

Agency Chnrnents 
~____.____. ___...--._ --. - -.---- ---- 
WC provided a draft of this report to the Department of State for its 
review and comment. Stat,e officials said that the draft report did not 
give sufficient recognition to lJ S mltlatlves to control I J N compensa- 
tion and pension costs They provided information on recent, ICSC: rocom- 
mendatlons for changing the margin calculation methodology and 
establishing pension parameters, which they characterlzcd as consistent 
with 1J.S interests We have clarified throughout the report ITS. actions 
to limit personnel and pension costs and, in light of’ the I(:s(:‘s recent 
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(Chapter 6 
U.S. Role in U.N. Compensation Matters 

- --- ----- 
actions, we deleted a proposal m our draft report to strengthen State’s 
efforts to influence the U.N ‘s compensation and pension systems. 

State agreed with our conclusions regarding the importance of mom- 
tormg mcthodologlcal modiflcatlons m the margin calculation and d&r- 
mmation of IJ N pensionable remuneration made by the ICSC and the 
Pension Board. The Department said that it will monitor the process 
closely to ensure that future methodological changes arc consistent, with 
fair and equitable compensation and pension systems. 

State also pointed out a number of areas needing further clanflcatlon ot 
factual updating We made changes, as appropriate, throughout, t,hc 
report to reflect those comments. 

We also met with U N Secretariat officials m New York and brlofcd 
them on the contents of the draft report 17 N officials said that they 
hoped our report would present a balanced review of the II N compon- 
satlon and pension systems and clarify what they view as mcomplet~l 
and inaccurate perceptions by some m the United States that 1J.N. 
employees are grossly overpaid and receive excessive pension bencflts 
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Salary Scales for U.N. Professionaknd-AboG! 
Employees Showing Annual Gross Salaries ayld 
Net F~uivalents After Application of Staff 
Assessment (Effective January L_ -.-..-_._-- _ l? 1985) 
Grade 

USG GROSS 
Nt I ’ 1“ 
Nt I ;” 

ASG GROSS 

1; Y !> 

b2GROSS 
N' I I) 
Nl I f; 

D-1 GROSS 

;I I ‘) :, 

P-5 GROSS 

;I I” /* 

P-4 Loss 

Nt II) 
Nt I X 

P-3 GROSS 

Nt 1 I) 
Nt I !; 

P-2 GROSS 

:I 1’) :; 

b-1 GROSS 
NI I 0 
Nt I :; 

l 

$121,046 

~iF:S2 

107,089 

59,203 
53.866 

II III 
-- Steps 
IV V VI VII VIII IX X XI XII XIII - _~ -. ~__ 

-- 

_-- 
83,262 $85,671 $88,102 $90,606 

52,552 
48,156 

49,406 50,441 51,487 
45,386 46,300 47,222 

69,840 72,044 74,440 

43,461 44,453 45,432 
40,042 40,937 41,820 

60,816 62,578 64,298 

39,290 40,112 40,912 
36,282 37,023 37,744 

47.315 48,833 50,4i3 
32,605 33,409 34,il5 
30,275 31,002 31,727 

37,613 38,980 40,329 
27,294 28,067 28,822 
25,474 26,174 26,857 

29,815 30,878 31,930 

22,675 23,323 23,965 
21,261 21,854 22,441 

22,315 23,257 24,220 

17,936 18,557 19,187 
16,900 17,475 18,056 

76,440 -$78,660 $80,843-$8i:i%6-- 

46,412. 47,393 48,354 49,287 
- 

42,707 43,586 44,451 45,283 - -.- . .-..-.-.--. ~-- ---~ -. 
65,966 67,655 69,358 71,084-$72,800$74528-$76,266 

411687 42,473 43,244 44,021 44,793 45,571 46,340 
38,443 39,150 39,846 40,547 41,244 41,945 42,638 - --- ._ -- ~~ 
52,033 53,665 55,216 56,815 58,416 60,096 61,825 $63,518 $65,151 

35,014 -35,830 36,602 37,369 38,138 38s;i?$;76i ---46,549 41,308 
32,447 33,181 33,875 34,563 35,251 35,973 36,708 37,417 38,101 

41,639 42,983 44,431 45,878 47,295 48,586 49,910 %I,278 52,623 $53,997 

29,556 30,309 31,077 31,843 32,594 33,279 33,953 34,637 35,310 35,997 
27,519 28,200 28,894 29,587 30,265 30,884 31,491 32,107 32,713 33,331 
32,987 34,105 35,215 36,336 37,439 38,575 39,731 40,868 . ..- 
24,610 25,259 25,903 26,553 27,193 27,840 28,487 29,124 
23,031 23,622 24,208 24,799 25,382 25,969 26,554 27,129 

25,194 26,184 27,173 28,191 29j82- 30,156 31,098 
19,800 20,424 21,047 21,684 22,289 -22,883~- 23,458 
18,621 19,195 19,768 20,354 20,908 21,451 21,976 

%ependents rate appltcable to staff member with a dependent spouse or child 

hSlnqle rate appkable to staff member with no dependent spouse or child 

Note U N employees do not recetve the gross salary amounts shown In the table (See dIscussIon on p 
18 ) Their net remuneration IS the appropriate net figure (with or or wlthout dependents) plus or minus a Y 

post adjustment allowance which vanes by grade and also by duty station 
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U.N. Allbwances Related to Service Abroad 

Relocation Allowance Cost for transporting household goods and personal effects is paid on 
assignment, change of duty station, and separation from service. 

Up to 75 percent or maximum of $1,200 for transporting privately 
owned automobile may be paid. 

Travel expenses, including daily subsistence allowance, for staff and 
dependents are paid upon initial appointment and change of duty 
station. 

Installation allowance is paid for 30 days upon arrival at new post for 
duty lasting at least 1 year. Dependents receive one half amount payable 
to staff member. Allowance may be extended to a maximum of 90 days, 
with 40 percent reduction for days over original 30. For certain duty 
stations, an additional $600 per dependent up to a maximum of $2,400 
annually per family may be paid. 

Assignment allowance based on grade level is paid for serving away 
from home country for temporary period of 1 year or more but less than 
6 years in lieu of shipping household goods and personal effects. 

Education Allowance For employees serving outside their home countries, costs are paid for 
children through up to 4 years of college studies or first recognized 
degree. For an institution outside duty station, up to 75 percent of actual 
cost to maximum of 64,600 is paid annually per child. Benefits for hand- 
icapped children residing outside home countries are paid to 100 percent 
of expenses up to maximum of $6,000 annually. 

Student dependents are allowed one round trip per academic year 
between academic institution and U.N. duty station. 

Housing Allowance Rental subsidy is limited to 5 years for new professional staff at head- 
quarters duty stations. Subsidy is paid to alleviate hardship for those 
whose rents are substantially higher than the average. Subsidy is not to 
exceed 40 percent of actual rent. 

Dependency Allowance Annual dependency allowance is paid to staff member’s spouse and 
school-aged dependent children and other eligible dependents-$700 per 
child; $300 for secondary dependent, such as mother or other relative 
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U.N. Allowances Related to Service Abroad 
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Special Post Allowance Special post allowance is paid for assuming duties and responsibilities of 
higher level position on a temporary basis. The allowance equals the 
salary increase of the assumed position 

Financial incentive is paid, ranging from $1,800 to $4,800 annually, 
depending on marital status and grade level, for post considered “diffr- 
cult” or “very difficult.” 

Post-Adjustment 
Allowance1 

Positive or negative pOSt-adJUStm3It allowance is paid to equalrze 
purchasing power of all U.N locatrons wrth base city, New York. 

Representation Official residence allowance is payable only to 17 N Secretary General 

Allowance Representation allowance 1s paid each year to Secretary General, Under 
Secretaries General, Assistant Secretaries General, and their counter- 
parts m other U.N. orgamzatrons for performing certain official duties. 

Separation Payments Repatriation allowance from 2 weeks’ to 28 weeks’ salary 1s paid, 
depending on length of service away from home country. 

Termination allowance is paid for staff whose services are ended by 
organization before date specified m contract, ranging from 3 months’ to 
12 months’ salary, depending on length of service. 

Transportation and per diem are paid upon staff’s separation from lJ.N 
service. * 

‘See ch 2 for full dwxsslon of post aQustmer)t 
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U.N. and U.S. Civil Service Benefit and 
Allowance provisionsa 

Umted Nations 
Retwement Benaflts 

United Statesb 

_I__- 
Partlclpant recelvcs full benefits wlthout reductions at age 60 with 
30 years of service (56 25 percent of pensionable remuneration or 60 

Partlclpant receives full benefits without reductions at age 55 with 
30 years or more of service (56 25 percent of high 3-year average of 

pr>rcent for those hlred before January 1, 1983) gross salary), age 60 with 20 years of service, or age 62 with 5 years 
of service _ -. _- --- 

l’cns1ons calculated on basis of highest 3-year-average of 
__-- 

penslonablc remuneration during employee’s last 5 years of service 
Pensions calculated on the basis of highest 3-year average of gross 
salary -___.. - 

For employees hired on or after January 1, 1983, pensions 
calculated by multiplying high 3-year average salary by 

Pensions calculated by multiplying high 3-year average salary by 
-____ 

First 5 years by 1 5 percent First 5 years by 1 5 percent 
Second 5 by 1 75 percent Second 5 by 1 75 percent 
C)ver 10 by 2 0 percent Over 10 by 2 0 percent _-. -. --- 

f or ompldyces hired before January 1, 1983, pensions calculated by 
rnultlplyin~ high 3 year average salary by __- -- 

Ftrst 3d years by 2 0 percent 
_-~-- _ _. 

Next 5 by 1 0 percent ~-. -. 
Partlclparit rccelves maxlmum of 66 25 percent retirement benefits Participant receives maximum of 80 percent r&rement benefits after 
after 35 years of service (or 65 percent for those hired before 42 years of service 
January 1, 1983) - _- _-_- 
t arly retlrcmcnt bcneflts payable when separation occurs at age 55 Early&krement benefits payable at age 50 with 20 years of servi% 
hut less than 60 with at least 5 years of contributory service 
1 arly retirement penalty of 1 percent per year under-age 60 If 

___--. 
Involuntary retirement benefits payable at age 50 with 20 years of 

contributory scrvlce was 30 years or longer, 2 percent per year 
under ag@ 60 11 contributory service was 25 years but less than 30 

service or at any age with 25 years of service Benefits reduced by 2 
percent for each year under age 55 

years If s$rvlce was performed before January 1, 1985, and 3 
percent per year If service was performed after January 1 I 1985, 6 
percent per year under age 60 If contributory service was less than 
25 years ---~.- 
Retlrec ahd survivor annultles fully Indexed to con&mer price Index, 

-- 
Retiree and survivor annultIes adjusted annually for cost-of-living 

with a 5 f)erccnt trigger for such adjustments increases 1 ____---_-----.-. . 
Uefurred rettrement benefits payable when separation occurs before Deferred retirement annulty payable to participant with 5 or more 
age 60 w th at least 5 years of contrtbutory service Benefits delayed years of service when age 62 IS reached 
until age 60 or age 55 if participant opts for early rettrement ~.. _ ---._--_--- __- -.--__ .~-~~ 
Staff conjributes 7 25 percent of pensionable remuneration to Staff contributes 7 percent of gross salary to pension fund 
pension fllrld - ---- _. ---~_-.~_______ 
Contrlbut’ions from employees and employers k&St cover liabilities 

--____--__-__- ----- _ 
Retirement funds held by U S government, which absorbs any 

and operating costs of the fund U N member states required to shortfalls 
COVC~ any shortfalls _____-- 
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Appendix III 
U.N. and U.S. Civil Service Benef’it and 
Allowance Provtsions 

-- _-- _- - --. 
United Natlons United Statesb 
DI~abllity benefits payable when-Board finds a participant cannot 

-.---__ ----.- --~. ~~~~~~ 
Dlsablllty benefits payable when participant cannot perform job 

perform his/her duties because of Injury or illness of permanent or Must have 5 years of service 
long tluratlon 

Widow and widower benefits payable to surviving spouse if Pre-retirement survivor’s benefit coverage begins after 18 months of 
partlclpant was entitled to retirement benefits or died while in service Spouse receives 55 percent of benefit computed In same 
service fashion as dtsablllty benefits 

Post-retirement survivor’s benefit pald if joint survivor coverage 
chosen by employee, surviving spouse receives 55 percent of 
earned annutty -- .-- --.- -. -- 

E3enofits payable to dependent children of employees who are All unmarried children under age 18, or 22 If full-time students, 
entitled to retirement benefits or disablllty benefits or who died In 
service Benefits pald up to age 21, provtded child remains 

eltgible for annuities Each eltgible child receives benefits based on a 

unmarried Benefits payable to unmarned dependent child over 21 If 
percentage of the high annual pay divided by the number of 
children 

child IS Incapacitated by Illness or injury --- ---. 
Secondary dependent benefits payable to a survivor, such as 

. _--~ - -~-~ ~~ 
No comparable benefit 

mother or father, of employee who was entitled to retirement 
boneflts and died In service . ..-- _.-- ------ - -~-- --- ---- 
Partlclpants may move from one organlzatlon to another within the Participants may move from one federal agency to another and 
common system and maintain their retirement status maintain their retirement status __ ---- _ 

Leave Benefm 

30 workdays of annual leave while staff In Gil pay status 13 to 26 workdays annually, depending on length of government 
servtce 

UKI to 9 months of sick leave: &h full oai. and 9 mbnths of half oav 13 davs of sick leave annuallv. lrresoectlve of lenath of service 
1r1 any period of 4 consecutive years fdr staff with 5 years of se&& 
16 weeks of maternity leave per pre 

8 
nancy with full pay, con&stlng Maternity leave chargeable to sick, annual, and/or leave without pay 

of up to 6 weeks before and up to 1 weeks after confinement 

Special pald leave for advance study-or research in areas of interest 
--~ 
Limited opportunity for advanced study on case by-case basis 

to the organization 
7 ravel ttme allowed and travel expense&paid for round trip to home Home leave earned vanes from 1 to 3 weeks for each year served 
country every 2 years for employee and dependents For duty abroad Travel expenses pald for staff and dependents 
stations designated “dtfflcult,” home leave taken more frequently -. .- __-.. -___ 

Social Security 

Staff receives benefits tn case of injury or illn& while employ&d 
Group health Insurance provided with 60 percent paid by 
organtzation 

Staff pays full cost for group life insurance 
Survrvor benefits for spouse and dependent children ranging from 3 
to 9 months’ salary, depending on length of service with 
organlzatlon 

Staff receives benefits In case of Injury or illness while employed 

Health Insurance provided, with government paying average of 60 * 
percent but never more than 75 percent of cost Staff contnbutes 
1 3 percent of annual salary for Medtcare, whrch pays some hospital 
related costs after age 65 
Government subsldlzes one-third of group life Insurance cost 

Survivor benefits may be payable to spouse-and dependent 
children 
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_- -- -- ----__ 
Appendix III -- 
U.N. and U.S. Civil Service Benefit and 
Allowance Provisions 

- 

‘Jnited Nations Umted Statesb 
-_ 

.~- -___ 

Official Busmess Travel 
lransportatlon and per dlcm paid when staff member travels on 
3ffic,lal U N busmess 

__--___ _____---- .- _--__ 
Tra&portatlon and per diem pad when staff member travels on 
oftual U S business 

17”1GiI / 

%ee ch 5 for a full drscussion of U N retirement system 

“Refers to System in force for employees hlred before Jan 1, 1984, employees hlred stnce then are 
covered by social secunty and a supplementary retirement system All employees ~111 have the optlon of 
entenng the supplementary system In 1987 
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