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The meEting was called to order at 10.30 a.m. 

AGENDA ITEM 94: ADMINISTF ATIVE AND BUDGETARY CO-ORDINATION OF THE UNITED NATIOliJS 
\liTH THE SPECIALIZED AGENCIES AND THE INTERNATIONAL ATOMIC ENERGY AGENCY (_~~ontinued) 

(a) ADMINISTRATIVE BUDGE'J S OF 'I'HE SPECIALIZED AGENCIES AND OF THE DJTERIJATIONAL 
ATOMIC EHERGY AGENCY: REPORT OF THE ADVISORY COMMI'I'J~EE ON ADHINISTRA'J1IVE 
A~D BUDGETARY QUESTICNS (continued) (A/34/684, A/35/481 and Add.l) 

(b) IMPAC'l' OF Il'JFLATION C H THE BUDGETS OF THE ORGANIZA'riOI'JS OF THE UNI'I'ED NA'J'IONf3 
SYSTEi/l; REPORT OF TI-E SECRETARY-GENERAL (coi!_"t:_inued) (A/C. 5/33/lf7) 

1. Hr. MSELLE (Chairman of the Advisory Committee on Administrative and 
Budg~tary Q~estions), replying to a question asked by the representative of the 
Philippines at a previous meeting, recalled that since 1966 the General Assembly 
had been interested in thE question of the harmonization of the scales of 
assessment between the specialized agencies and the United Nations. In the first 
prr>ambular paragraph of resolution 2190 (XXI), adopted on 15 December 1966, the 
Assembly had expressed it:: belief that there was room for a closer relationship 
behreen the assessments of Member States in the contributions both of the United 
Nations and of the specialized agencies. In that same resolution, while 
acknowledging the possibility of variations between the scales adopted by the 
agencies 0 the Assembly reccnJrencleCl that the specinli7,ed neer:cies vhicll appli .: 
lT.l:thoc1s of P"sse-;srner1t simil ~_r to those of the United Ii'Ltions :rJr<1 vhose scr1Jes of 
coEtributions still differr(~ nppr0ciabl y fran' the Uni tPcl :1·1ntions scalf' t:'l'e steps 
to brin,r~ their scales into r.arrr.ony with the Unite(l F8tioPs scale. tater, in 
parw-ravh l of resolution ?l:7h (XXIII) ar'cpted at its t1;enty -thirr1 sPssicn, tle 
iiss,"'mblv hnd ar;e.in r,~corrcrr~enclecl -that such ae:encies shoulc' intensify U1Pir efforts tritb 
a viei·T to brinrr,inr- their scales into harmon~r with the United Nations scale Rt 
t>,~· rJ_j_\. ;~-r. : ,;:~si:Jl, t-.i ., ... 

2 · Reie:cring to the exis-;ing situation in that regard, he said that the lLO 
FAO, UNESCO, 1-JHO and IAEA 1~sed the same methods as the United Nations in • 
establishing their scales, making the necessary adjustments to take into account 
differences in membership. Thus, it could be seen from table E in document A/34/684 
that the FAO assessments WE~re often slightly higher than those for the United 
Nations, because several countries, including the Union of Soviet Socialist 
Hepublics, were not member[: of that agency. 

3. The other specialized agencies drew up their scales of assessment in accordance 
1-rith the provisions of thejr constituent instrum(;"1ts. IMCO, for its part 
calculate~ a basic as~essmEnt ~etermin~d by the rate of contribution of a'member 
State as ~t appeared ln thE Unlted Nat2ons scale, plus an additional assessment 
based on the ~ross ~egister ed tonnage of the member State. As was stated by the 
Advisory ComrnJ..ttee 2n paragraphs 121 and 122 of its report, the question of a 
possible change in the forrrula used by that agency to ~ssess confributions was 
currently under consideration by an .9::.~ ho_£_ working group of IHCO. 

4 · In the case if I'IU, each member State vms free to choose the class o1' its 
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contribution. The contributions were di vid0d into ll+ classPs varying in size f'rcm 
half a unit to 30 units. The monetary value of each unit was equal to the amount 
of the net budget divided by the nurnbE>r of units. 

5. UPU also had a special system for classifying contributions. There were 
seven classes of contribution; the lmrE>st class amounted to one unit and the 
highest to 2h units. 

G. IHPO applied a complex formula reflecting the fact that the agency was 
composed of' several Unions each of which drew up its own scale. The \~1'10 scale, 
measured in units, was established by the Congress for each financial year • 
.Lastly, ICAO had its own scale of assessmf'nts, vrhich 1vas fixed by thE' Assembly 
of that agency. 

7. If the members of the Fifth Committee so wished, the Advisory Committee could 
periodically, within the framework of its report on administrative and budgetary 
co-ordination, provide information on the methods used by the specialized agencies 
to establish their scales of assessment. 

8. Some delegations had expressed the hope that the Advisory Committee would 
present more recommendations and opinions in its reports, and in particular that 
it would consider methods of establishing working capital funds. The Advisory 
Committee would take account of those comments when preparing its reports but 
the fact was that the recommendations or opinions which it could submit depended 
very largely on the problems which it idPntified in the course of its work. From 
time to time, at the request of the Fifth Committee, the Advisory Committee 
submitted reports on special studies in which it did indeed make recommendations. 
For example, the Advisory Committee had consulted the United Nations bodies on the 
subject of post classification and uould make recommendations in the report which 
it 1ms to submit on that question. 

9. Mr. GARRIDO (Philippines) supported the idea put forward by the Chairman of 
the Advisory Committee that future reports of the Committee should in<.:lude 
information on the methods used by the various specialized agencies to establish 
their scales of assessment. 

10. Mr. ABRASZEVJSKI (Poland), referring in particular to paragraphs 53 to 55 in 
document A/35/481, said that the Advisory Committee had been justified in 
submitting the comments of the DirPctor-General of UNESCO and it would have been 
equally justified, without going beyond its mandate, to take a position on those 
comments, from an administrative and budgetary point of view. 

11. Administrative and budgetary co-ordination of the United Nations with the 
specialized agencies had for quite some time 1)een included in the agenda of the 
Fifth Committee, indeed, from the very first years of the existence of the 
United Nations system. Article 17 of the Charter, which stipulated that the 
General Assembly should consider and approve any financial and budgetary 
ar:ranr:;ements with the specialized ae;encies and examine the administrative budgets 
of .such specialized agencies with a vieH to making recommendations to the ae;encie>s, 
was directly applicable in the Hatter. 
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12. Over the years, delegations had accorded less and less attention to the 
question and the General llssembly had decided at its thirtieth session, to consider 
it in depth normally in o::f-budget years. At its thirty-third session, in 
paragraph S of resolution 33/142 A, it had requested the Advisory Committee on 
Administrative and Budgetary Questions to give greater emphasis in its future 
reports on administrative and budgetary co-ordination to budgetary developments 
in individual organizations which were of potential interest to other organizations 
and to supplement those mmual reports with reports on specific problems common 
to the United Nations system. 

13. \vithout doubt, the rt~port of the Advisory Committee played an essential role 
in the consideration of the question. His delegation recognized, as did many 
others, that the Advisory Committee provided in its report a large amount of 
valuable information on the United Nations system as a whole, and on the programme 
budgets of the specialized agencies. However, in view of its importance in the 
discussions in the Fifth Committee, the report of the Advisory Committee should 
contain more recommendations on certain administrative and financial problems common 
to the entire United Nations system and give preference to budgetary analyses rather 
than to gross figures. PE!rhaps the General Assembly should renew the request 
which it had made on that subject in resolution 33/142 A. 

14. The Advisory CommittE!e should endeavour not to provide more information in 
its report but to concentrate on fundamental problems common to the United Nations 
system such as growth ratos, inflation and budget preparation, harmonization and 
standardization of budget cycles, post classification, the financing of new 
activities by the complet:.on or discontinuance of activities that w·ere out of date, 
marginal or ineffective, the modalities for the recruitment of experts and 
consultants, and so on. 

15. Perhaps the time had come to decide that the question of administrative and 
budgetary co-ordination w:.thin the United Nations system should be included in 
the agenda of the Assembl~' only every other year, in other words, obviously in 
off-budget years. Along those same lines, it would also seem timely to modify 
the annual periodicity of the report of the Advisory Committee on the matter. 
Several reasons militated in favour of that modification, in particular, the need 
to limit documentation ancl the fact that, since the specialized agencies had 
adopted two- or three-year budget cycles, the report often repeated the same 
information year after year. Examining that question in detail every two years 
would help to strengthen the co-ordinating role of the United Nations throughout 
the system. 

16. His delegation would like the Assistant Secretary-General for Programme 
Planning and Co-ordination to indicate >vhether there were, in the Charter of the 
United Nations or in the agreements between the United Nations and the specialized 
agencies, provisions which prevented modification of the periodicity of both the 
report of the Advisory Cor@ittee and the consideration of the question by the 
Fifth Cornmi ttee. 
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l'T. Jc1r. MORET ECHEVARR1A (Cuba) pointed out that programmes of activities that 
were out of date or marginal were still being carried out, a fact that was not 
~nrelated to the growth of the United Nations administrative machinery. If those 
programmes 1-rere eliminated, the resources thus freed could be used for other 
purposes that were more in accordance with the needs of member countries of the 
Organization. 

18. Inflation had accounted for more than 5 per cent of the expenditures of the 
preceding biennial budget. That phenomenon also contributed to the instability 
in the value of currencies. In the United States, for example, inflation had 
reached 10 per cent in 1979 and 17 per cent during the first four months of 
1980. Concurrently, in 1979 the dollar had been devalued by 3 per cent in relation 
to special drawing rights. The devaluation was all the more marked when the dollar 
vJus compared with other currencies, especially the Swiss franc, the currency in 
which the United Nations made a good proportion of its expenditures. 

19. Another reason for the growth of the United Nations budget was the rise in 
prices in the developed capitalist countries in which the United Nations bodies 
were established. Those who were responsible for the costs attributable to 
inflation were certain market economy countries, above all the United States 
which, l:,y its economic and financial policy forced the United Nations budget to 
bear the consequences of inflation, monetary instability and its policy of being 
armed to the teeth. 

20. At the thirty-third session of the General Assembly, his delegation had 
submitted a draft resolution on the impact of inflation on the budgets of the 
organizations of the United Nations system. The consideration of that draft 
had twice been postponed but his delegation was currently in consultation with 
other delegations on a final text. He therefore reserved the right to return 
to the question later. 

21. Mr. BUNC (Yugoslavia) welcomed the presence of the representatives of FAO 
and UNESCO, but wondered why the other specialized agencies were not represented 
since the Fifth Committee was dealing with a matter that was of direct interest 
to them . 

• 22. The CHAIRMAN said that he shared the surprise of the representative of 
Yugoslavia and regretted that the specialized agencies had not believed it 
necessary to be represented in the Fifth Committee, at least as a matter of 

.. courtesy. 

23. Mr. OREBI (Representative of FAO) replied that it was probably owing to lack 
of funds that the specialized agencies were unable to attend all the meetings which 
might be of interest to them. He, the representative of FAO, was mandated by the 
Horld Health Organization to follow the discussions and report to it on the items 
of interest to it, which was an example of interagency co-operation. 
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AGENDA ITEJii )! 3: FINANCIAL E'lERGENCY OF THE UNITED NATIONS: REPORT OF THE 
l'J£GOTIATING C01'.1MITTEE ON r'HE FINANCIAL EMERGENCY OF THE UNITED NATIONS (contiQ_ued) 
(A/C. 5/3h/41+ and Corr.1, ic/C. 5/35/13) 

24. Irr. RUEDI\S (Assi;;tani. Secrctary~Generol for Financial Services) pointed out 
a substa-ntivee:-rror which had slipped into the table in annex I of 
document A/C.5/35/l3: in foot-note (b) the words "to 18 December 198011 should 
be replaced by the words 'to mid-1980 11

• 

25. Mr. GUBCSI (Hungary) said that tht""' question on the financial emergency of 
the United Nations had poJ itical implications vrhich would be resolved only by 
invoking the Charter. Hurgary's position on the item was well known: the regular 
budget of the United Naticns was not to be used to finance projects which were 
far from being of an admiristrative nature, for example, the Bond Issues, the 
United Nations Cemetery ir Korea and other items of expenditure. It was for 
that reason that it did net participate in financing expenditures related to the 
Bond Issue, which it deemEd illegal, unjustified and contrary to the Charter. 

26. \\fith regard to peace-keeping operations, Hungary's position was also well 
known: Member States should not have to bear the burden created by the aggressive 
actions of given countries or by violations of General Assembly resolutions. It 
was the aggressor that should bear the financial consequences of its actions. If 
the resolutions of the United Nations had been effectively implemented it would 
not have been necessary to send a peace~keeping force to Lebanon. The financial 
emergency certainly had political reasons: it was the rejection of United Nations 
resolutions by the aggress)r and those that assisted it in its activities. On the 
other hand, Hungary 1-ms quite prepared, in accordance with the provisions of the 
Charter, to assist in finding a political solution to the question of th0 Middle 
East in order to achieve a comprehensive and lasting peace in the region. \"lith 
regard to the financing of UNEF and UNDOF, Hungary would act according to tbe 
position which it bad alre±dy stat~d. 

27. Turning to the qucsti>m of the transfer to tbe regular budget of posts and 
programmes formerly financ,;d from extra budgetary funds, and the question of the 
regular programme of techn.l.cal co-operation, he said that new programmes should 
bP financed from funds rcl,o.ased by the elimination of activities that were obsolete, 
of marginal usefulness or :l.neffective, while technical assistance should be 
financed from voluntary ex·~rabudgetary funds. That position WEtS in accordance 
with the Charter and the F:~nancial Regulations of the Organization. Hungary was 
contributing w-ithin the linits of its capacity and resources to technical assistance 
designed to promote social and economic progress; there were noH 2,000 persons 
from developing countries uho 1v-erc leing trained in Hungary. In addition many 
Hungarian specialists were being sent to countries that needed them to solve 
specific problems. 

28. It was only to be expl~cted that a country should be willing to increase its 
voluntary contributions if they could be made in its national currency, whereas 
if it could only use what might be rather scarce foreign exchange, it might have 
greater difficulty. His dE~legation accordingly considerc•d that technical 
co-operation activities shc·uld be financed from extrabudgetary funds in national 
currencies. 
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29. 'l'here l·ras an added reason for the so-called financial emergency of the United 
Nations: inflation. Year by year additional contributions had to be paid to 
compensate for the effect of inflation on the budget. The deficit could be 
reduced if inflation did not exist, or if it were not sometimes artificially 
created, and if economies made through an effective use of resources were used in 
part to fight the inflation in the United Nations budget. 

30. Mr. KUYAM.A (Japan) said that for some years no serious attempt had been made 
to deal with the United Nations financial crisis, except for the establishment of 
a Negotiating Committee. Yet the TJnited Nations deficit was rising steadily, the 
main contributing factor being the withholding by certain Member States of their 
contributions for peace-keeping operations. Thus the solution depended entirely 
on the political will of those Member States. It mLq;ht be worth while to reneu 
the appeal for contributions to the special account establish0cl by General 
.Assembly resolution 3049 A (XXVII), to which only a few countries had responded. 
Japan had contributed $10 million. 

31. His delegation was considering the need for a drastic change, based on very 
practical considerations, in the methods of budgeting United Nations activities. 
Perhaps a system should be estal1lished limiting United Nations activities to the 
extent to lvhich financial resources were available, >vith due regard for the 
priorities of the programmes proposed. For example, WHO had an 11 effective working 
budget 11 as distinct from a 0 gross budget", and unpaid assessments were put into 
an account knmm as the "Undistributed Reserve". That type of solution appeared 
to be the only -r.vay out, since it seemed pointless to wait for any positive action 
to solve the problem. The Japanese proposal should not be interpreted as a 
rejection of the package approach, but as an expression of Japan 1 s wish to approach 
the problem from a practical angle. 

32. Mr. ,JASABE (Sierra Leone) said it was regrettable that no progress had been 
made in solving the Organization's financial problems, despite the efforts of the 
Negotiating Committee. The financial situation of the United Nations had never 
been so serious. The Secretary~General's report (.A/C.5/35/l3) revealed a short
term deficit of $225.1 million, including amounts that should be repaid or 
credited to Member States :for contributions to UNEF and the United Nations 
Operation in the Congo ( ONUC). At the same time the total amount withheld by 
!!ember States amounted to $11,981, 000. Furthermore) the deficit in the regular 
bud[!:et amounted to $88. 6 million. It must be a matter .for concern to see the 
Organization's 11 financial cushionn being thus reduced year by year. 

33. His delegation was impelled to express its concern over the large sums withheld 
by IIember States because of what were claimed to be positions of principle. Hithout 
questioning the ri~ht of those States to invoke principle, his delegation wished 
to remind the countries in question that they had an obligation to the Organization, 
and in the exercise of that right they should stop short of crippling the financial 
capacity of the United Nations. The sums withheld related mainly to peace-keeping 
acti·J.itiL's. That was a most disturbing situation. Article 17, paragraph 2, of 
the Charter stated that the expenses of the Organization should be borne by the· 
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Members as apportioned by the General Assembly. Thus membership of the Organization 
conferred both rights and duties, including financial obligations. It was 
undeniable that intensive diplomatic negotiations had been carried out under the 
aegis of the Organization with a view to bringing peace to areas of conflagration. 
As long as those efforts continued, even with minimal success, it was the duty 
of Members of the United Nations to shoulder the financial obligations that 
arose from such operations. 

34. Although his delegation could view with sympathy problems that might make it 
impossible for a Member St~te to pay its contribution, it could not accept the 
arguments advanced by those who opposed the financing of the regular programme of 
technical assistance from the regular budget. There was no provision in the 
Charter that ruled out that method of financing. It should be noted that if use 
was made of the regular buiget to finance technical assistance, particularly 
activities to promote the fight against poverty in the developing countries, it 
was because the volume of roluntary contributions was declining. At the same 
time it should be pointed ')ut that a significant portion of the resources for 
technical co-operation actLvities was absorbed by the administrative and other 
support costs of the execu:;ing agencies. 

35. The fact that the ractst regime of South Africa withheld part of its 
contribution to the United Nations budget did not call for comment. The United 
Nations had taken steps to limit that country's rights because it had flouted 
the principles of the Orga:1ization, of which it sought to remain a Member. 

36. His delegation noted ·;he efforts made to improve the functioning of the 
Organization so as to make better use of its resources. It particularly welcomed 
the steps taken by the Co~1ittee for Programme and Co-ordination to eliminate 
obsolete programmes and by the Committee on Conferences to rationalize the 
procedures of subsidiary o:~gans and control documentation, as well as the 
activities of the Joint In:;pection Unit, in conjunction with CPC, and the work 
of the Administrative Comm::ttee on Co-ordination, which had made a substantial 
contribution to better programme management. 

37. His delegation was impelled to express its dismay at the ravaging effects of 
inflation on the United Na~;ions budget. It was more than ever necessary to 
comply with the real growth rates established by the General Assembly during 
consideration of the medim~term plan for 1978-1981. But that approach was far 
from perfect, and CPC shou:.d seek to define new criteria and methods for 
determining programme priOJ·ities. It was true that, because of the diversity of 
the Organization, differen1; organs had different priorities, but that was nothing 
new. There must be a reconciliation of the views of the intergovernmental bodies 
and those of the Secretariat, and better co-ordination of the activities of the 
various United Nations bod:.es. 

38. He urged those countr:.es which had so far been unable to make voluntary 
contributions and those wh:.ch had not been able to pay their assessed contributions 
because of circumstances bE~yond their control to take action as soon as possible. 

I ... 
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Gratitude was due to the States which had contributed troops to the United Nations 
peace-keeping operations for their extreme patience in agreeing to be paid only 
when funds vrere c.vailable in the special accounts for UNDOF and UNIFIL. 

39. Sierra Leone's economy had been crippled by the world economic crisis but 
it would endeavour to meet its financial obligations scrupulously. If the 
poorest countries succeeded in fulfilling their responsibilities by drawing on 
the meagre foreign exchange available to them, there was no reason why the more 
fortunate countries should not do the same. 

40. Mr. SHUSTOV (Union of Soviet Socialist Republics), referring to the financial 
situation of the United Nations, said that his delegation shared the concern of 
all delegations desirous of enhancing the prestige and effectiveness of the 
United Nations as an instrument of international peace and security. In evaluating 
the Organization's financial position, and seeking possible solutions, it was 
important to determine the true causes so as to ensure that it was not perpetuated. 
That was all the more important because, as in the past, efforts were being made 
to distract attention from the real reasons for the emergency. In his 
introductory statement to the Fifth Committee, the Vice-Chairman of the 
Negotiating Committee on the Financial Emergency of the United Nations had 
presented an incomplete analysis of the Organization's financial position, failing 
to take sufficiently into account the opinions expressed in the Negotiating 
Committee. 

41. To a large extent the deficit could be attributed to the expenses incurred 
in the course of the so-called peace-keeping operations in the Middle East and 
the Congo. Like many other States, the USSR had been opposed to those operations 
and had felt it unable to participate in their financing. As the USSR 
representatives had repeatedly stated before ~nited Nations bodies, those 
operations were in flagrant violation of the United Nations Charter and could not, 
therefore, entail any financial obligations for Member States. 

42. Another cause contributing to the United Nations deficit was the use of the 
regular budget to finance the expenses arising from the implementation of the 
separate agreement concluded on 4 September 1975 between Israel and Egypt and the 
deployment of the United Nations Interim Force in Lebanon (UNIFIL). Many States, 
including the USSR, had expressed their opposition to the separate Israeli-Egyptian 
agreement and had indicated that they did not intend to assume any responsibility 
for the consequences, particularly with regard to finances. As to UNIFIL, the 
USSR had unceasingly maintained that all expenses connected with the Israeli 
aggression in Lebanon must be paid for by the aggressor, but unfortunately its 
opinion had gone unheeded. 

43. One of the causes, which might be described as artificial, of the financial 
emergency facing the United Nations today lay in the fact that provision was made 
in the United Nations budget for the ever-increasing cost of the regular technical 
assistance programme. The Charter made no mention of financing expenditures 
of that kind, referring only to expenditures of an administrative nature. In 
that regard, he felt bound to observe that it was normal for some otates to pa~ 

I . .. 



A/C.5/35/SR.25 
English 
Pc-gc 10 

(Mr. Shustov, USSR) 

their contributions in their own currePcy. The stand taken by certain Secretariat 
officials, who tried to give the impression that contributions for technical 
assistance paid in national ·~urrencies could not be used for the purposes intended, 
was unacceptable. That they had been so used in recent years could be seen from 
the most recent report of th~ Secretary-General (A/C.5/35/13, annex II). Thus 
contributions in roubles aruo mting to the equivalent of ~)8 million had been spent 
on technical assistance in d~veloping countries. He could not therefore accept 
that the Secretariat should ~ontinue to add to the deficit the unused portions of 
contributions made in nation.:tl currencies and should fail to enter the amounts paid 
in national currencies as co1tributions to the regular budget. 

44. Another important facto:- in the financial emergency of the United Nations was 
the rapid rate of growth of Lts budget, which far outstripped the increase in the 
national income of Hember St.1tes. That truly intolerable situation was due to 
lack of vigour on the part of intergovernmental bodies and the United Nations 
Secretariat, especially the .Latter, in improving efficiency and rationalizing the 
use of the resources available. Furthermore, a substantial number of the States 
whose contributions made up :nore than 75 per cent of the United Nations scale 
were no longer in a position to approve the continuously growing budget, which 
constituted a heavy financiaL burden for them. It was therefore not surprising 
that 1~2 States had not yet p l.id their 1979 contributions, and that as at 
15 September, 98 States had 1ot yet paid their 1980 contributions. 

45. Some of the guidelines JUt forward by the Negotiating Committee could indeed 
constitute a valid point of ieparture. Among them was the proposal to reEove from 
the budget the expenditure icem relating to the United Nations bonds and the 
suggestion, admittedly outli1ed in excessively general terms, that expenditures 
should be controlled and the growth in the budget halted. His delegation could 
not however, accept the concLusion that one of the basic causes of the financial 
emergency of the United Nati)ns was the failure to pay contributions on time. The 
fact was the the Organizatio1's financial difficulties had their origin in the 
peace-keeping operations, which were contrary to the terms of the Charter, or had 
been brought atout by the im[)lementation of the separate agreement concluded between 
Israel and Egypt and the Isr3.eli aggression in Lebanon. Before the 1960s, when the 
financial consequences of th)se peace-keeping operations had begun to be felt, 
the United Nations had been free of financial difficulties, even though Jviember 
States did not pay their contributions in full at the beginning of the year. As 
use of the funds thus provided was spread throughout the year, the United Nations 
did not in fact need the full amount of the contributions at the beginning of 
the year; in fact, delays in their payment had no decisive effect. 

46. 'rhe Soviet delegation could not leave unanswered the assertion that the 
Organization's deficit could be attributed to the withholding by some Hember States 
of a portion of their contributions. It had to be remembered that the sums 
withheld corresponded to exp:mditures on activities that were contrary to the 
Charter and had been imposed on the United Nations by a small group of IVJember 
States. The action of Hember States which refused to participate in financing 
those activities therefore c::mstituted a le~itimate reaction to what was a grave 
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violation of the Charter. It was understandable that certain States should offer 
misleadinc; explanations of the financial crisis: by so doing they could conceal 
the fact that, while certain States had deliberately encouraged the United Nations 
to embark on illegal activities, others would not tolerate such action. The 
delegations of those States obviously preferred to focus on secondary issues 
rather than seek out the true causes of the present situation. 

47. The USSR could not accept the proposal that the principal and interest 
payments on the United Nations bonds should be financed from the regular budget. 
'ro continue entering items in the regular budget which \rere a direct consequence 
of the peace--keeping operations would amount to char gins them to States 1..rhicb, like 
the USSR, ~..rere in no way liable. 

1~8. The USSR had put forward practical and sound proposals to overcome the 
emergency. It had proposed removing those expenses from the regular budget., as 
they should be financed by voluntary contributions. Developed countries which 
held United Nations bonds should renounce any claim to their redemption. But it 
would be un,just to ask the same of the developing countries; in their case, 
consideration might be given to redeeming their bonds by ~eans of voluntary 
contributions. 

lt9. The USSR also proposed that expenses connected ~..rith the regular programme of 
technical assistance should be removed from the regular budget. States should 
contribute to the United Nations Development Programme a sum equivalent to that 
part of their contributions which financed the regular programme of technical 
assistauce. As to the currency of payment, the choice should be left to the 
Member State making a voluntary contribution. 

50. In conclusion, the Soviet delegation believed that settling the present 
financial crisis would have the effect of reducing expenses to a level acceptable 
to all and would m~~e it easier to introduce strict financial discipline and 
effective budgetary control. The USSR was in no way responsible for the emergency 
but was ready to ,join in the effort required to overcome it. 

51. Hr. DESTA.FANIS (Italy), after drawing attention to Article 17 of the Charter, 
said that he was of the same vie~..r as the Vice-Chairman of the ]\Tegotiating 
Committee: the financial emergency must be treated on a purely financial plane, 
thereby bypassing the political hurdles. The solution lay in the payment of 
voluntary contributions to the United Nations Special Account, and greater 
publicity should be given to the information provided in annex IV to document 
A/C.5/35/l3 in order to encourage more States to contribute to that account. 

52. His delegation was opposed, however, to using interest, profits on the sale 
of stamps or other revenue to finance payments on the United Nations bonds or to 
help reduce the deficit in any other way. That would amount to compelling all 
!'!ember States to bear the burden resulting from the refusal of a fe-vr Member States 
to pay part of their assessed contributions. 
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53, On the question of the ·.-ithholding by some Member States of part of their 
contributions, and particula~ly withholdings in respect of peace-keeping 
operations, he was of the vi,;-.r that the States which were permanent members of the 
Security Council had had eve:~y opportunity to clarify their position in the 
Council. If the Council decLded on a peace-keeping operation, and if they had not 
opposed the decision, they s:10uld logically accept the financial consequences. 
Any other procedure would be tantamount to establishing a second veto in the General 
Assembly, which would be con·~rary to the Charter. 

54. The practice of withholding part of assessed contributions to the regular 
budget of the United Nations was still more unacceptable. Out of deference for 
majority rule, Italy had always abided by the decisions of the General Assembly and 
hoped not to have to follow -~he example of a number of States which persisted in 
withholding the part of thei:~ contribution relating to items of expenditure of which 
they disapproved. His delegation expected Member States which had withheld part of 
their assessed contributions for reasons of principle to make voluntary 
contributions in equivalent amounts, thus restoring the financial health of the 
Organization without betraying their convictions. 

55. Mr. KE.MA.L (Pakistan) ob:;erved that the financial problems which the United 
Nations was facing were inde(!d serious. The short-term deficit, which had grown 
from $109 million in DecembeJ• 1976 to over $225 million in June 1980, was 
threatening to become a permanent or long-term deficit. The Assistant Secretary
General for Financial Servic(!S had confirmed that the cushion provided 'oy the 
Working Capital Fund and the voluntary contributions received from Member States 
pursuant to resolution 2053 1l (XX) and 3049 A (XXVII) had disappeared as a result of 
the growing deficit in the rE!gular budget. 

56. His delegation had workE~d for a long-term and lasting solution of the financial 
difficulties confronting the Organization. However, since a genuine consensus on a 
comprehensive solution acceptable to all parties was not possible, the most 
appropriate alternative was to find a partial solution which, if not acceptable by 
consensus, could nevertheles~: enjoy a wide measure of support in the Committee, 

57. Pending a settlement of the political differences which had given rise to the 
financial emergency of the Organization, he suggested that the Committee should 
consider three types of meas1~es aimed at restoring the financial integrity of the 
regular budget. First, the Committee could recommend to the General Assembly that 
it should raise the level of the Working Capital Fund from $40 million to 
$80 million, as from l Janua1·y 1981 for example. That would give the Organization a 
reasonable margin of safety in its cash reserves for the next five or six years. 

58. Secondly, the Fifth ComnLittee could authorize the Secretary-General to retain, 
in a suspense account, the Sl.rplus appropriations for the biennium 1978-1979 and 
temporarily to suspend the ai>plication of financial regulations 4.3 and 5.2. He 
recalled the precedent of reEolution 2947 (XXVII); the Advisory Committee had at 
that time advocated that course of action, and the deteriorating cash position at 
present more than ,iustified taking it again. 

I ... 



A/C.5/35/SR.25 
English 
Page 13 

(Mr. Kemal, Pakistan) 

59. Thirdly, the General Assembly could decide to transfer all or part of the 
miscellaneous income to a special reserve, which would constitute another cushion 
against cash shortage. From a technical point of view, the ideal resource for 
replenishing the Working Capital Fund was the interest earned by the Organization, 
provided that the major contributors were prepared to make their contributions 
early in the year. 

60. Unfortunately, interest earnings could not be expected to lead to a significant 
improvement in the very near future. The Organization would therefore have to 
explore other possibilities. Serious consideration should be given to increasing 
income from revenue-producing activities, such as the sale of stamps and 
commemorative medals, and using it to strengthen the finances of the Organization, 
instead of distributing it to Member States. The Secretary-General could be asked 
to consider the possibility of issuing a series of stamps or medals on threatened 
species of -vrildlife. The proceeds would be placed in a special account, the 
reserves of which would belong to Member States and would be distributed to them in 
accordance with the Financial Regulations as soon as the financial situation had 
improved. A percentage of the profits might be utilized for projects aimed at 
saving threatened species from extinction. 

61. Admittedly, his suggestions were of a purely technical nature and would 
provide only a partial solution. They were aimed at giving the Organization a 
brief respite in which Member States could arrive at a consensus on the political 
problems underlying the financial emergency. There would be no need for the 
measures he had outlined if an agreement on the basic political issues became 
possible. Unfortunately, no such agreement was in sight and the looming financial 
crisis demanded the adoption of practical and less ambitious steps. 

62. Mr. SCHMIDT (Federal Republic of Germany) said that he would like the 
representatives of the Secretary-General to give their opinion on the threatening 
financial crisis alluded to by the preceding speaker. He was concerned in 
particular to hear their forecasts for 1981 with respect to the cash position and 
would like them to confirm or invalidate the predictions made by the representative 
of Pakistan. 

63. Hr. GARRIDO (Philippines) asked whether the Organization actually received the 
gross amount of the assessed contributions referred to by the Committee on 
Contributions in its report (A/35/11). He wondered whether the cash shortage 
mentioned by the representative of Pakistan was such as to justify establishing a 
suspense account. He also asked what method of financing the representative of 
Pakistan had in mind in his proposal for doubling the \forking Capital Fund. 

The meeting rose at 1.05 p.m. 




