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[. Introduction [ll. Financial situation of the United
o Nations Relief and Works Agency
Origin and background of the for Palestine Refugees in the

Working Group Near East

5 UNRWA ended the 1998 financial year with a core
ﬁficit of $1.9 million in its regular budget, representing
the difference between actual expenditure of $254.0 million
. / d actual income of $252.1 million. However, the
1970 to study all aspects of the financing of the Agency, : ’

uay P I N9 g fference between cash income and the cash budget of

In that resolution, the Assembly requested the Worki -~
Group to assist the Secretary-General and t 14 million for the year meant that the Agency recorded
a udget deficit of $61.9 million.

Commissioner-General of UNRWA in reaching solution
to the problems posed by the Agency's financial crisis.7.  The deficit in the cash budget was covered out of

2. At the twenty-fifth session and all those whicP{Vorking capital (the difference between assets and

: bilities in the regular budget), which was reduced to a
followed, the General Assembly considered the repo{l@ . -
submitted to it by the Working Group (mosécently evel of negative $4.8 million by the end of 1998. As the

A/53/597) and adopted resolutionscommendingtheeffoﬁgmmlss'on?rt'ciﬁnzal of ILANRWiﬂpotlnts ?UtblT his
of the Working Group and requesting it to continue the rrent report to the General Assemtllyat was far below

: the optimal level of one month’s average expenditure, of
for a further year (most recently resolution 48). o . ) '
year ( y some $25 million, of whicl$17 milion represented the

3. The Working Group consists of the representativagiency’s payroll for nearly 22,000 area staff. By the
of France, Ghana, Japan, Lebanon, Norway, Trinidad amétdle of 1999, a potentially critical cash-flow situation
Tobago, Turkey, the United Kingdom of Great Britain an@las predicted for the rest of calendar year 1999. One factor
Northern Ireland and the United States of America. Tlgeatly complicating the Agency’s cash-flow situation was
Chairman of the Working Group is Volkan Vural (Turkey)the non-reimbursement to UNRWA by the Palestinian
Authority of value-added tax and other charges, such as
.o . customs clearance and port fees, which had been remitted
Il. Activities of the Workmg GFOUp by the Agency in the course of its operations in the Gaza
during 1999 Strip and West Bank. The Commissioner-General reported
tothe Working Group that those charges had exceeded $21

4. Throughout the year, the members of the Workirfgillion by September 1999. The non-payment of funds for
Group have followed with concern the difficultieghe completion of the European Gaza Hospital (for which
experienced by the Agency and, in particular, the seriobsl.6 million was still owed) and the move of UNRWA

financial situation it continued to face. The Working Groupeadquarters from Vienna to the area of operations (for
held two meetings, on 10 September and 13 October 1999ich $5.2 million was still owed) had also contributed to

to consider the recent developments in the Agencyfie critical cash shortage with which the Agency was
financial situation and to prepare its report to the Genef@nfronted. The cash position had eroded to the point

Assembly. The Working Group adopted its report at ivéhere, by September 1999, the Agency was obliged to use
meeting on 13 October 1999. funds for a very limited period from its income-generation

ogramme in order to meet the September payroll. The

. . r

S .At its 121st meeting, on 10 S.ep.tember 1999, tﬁfﬂds from the income-generation programme were
Working Group he?rd the Commissioner-General P plenished within 17 days as funds were received. A
L.JNRWA’ ‘.NhO.Sme'tted an up—to—date_report on thgmilarsituation is predicted forddember 1999 unless the
financial situation of the Agency. The Working Group gavﬁgency receives adtional funding.

further consideration to the report of the Commissioner-
General at its 122nd meeting, on 13 Octob889 (see 8. As expected cash income at the beginning of 1998 fell

sect. |1l below). short of budgeted cash expenditure, the Agency was
obliged to carry forward austerity measures that had been
introduced in response to repeated funding shortfalls since
1993 and carried over from year to year. By the beginning

Nations Relief and Works Agency for Palestine Refuge
in the Near East (UNRWA) was established by the Gene
Assembly in its resolution 2656 (XXV) of 7dBember

1 The Working Group on the Financing of the Uniteg
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0f1998, the accumulated value ofthose austerity measumeanagement and fund-raising tool, would result in
had reached a level of $52 million. The measures haucreased donor resources being made available to the
reduced estimated cash expenditure in the Agencygiency. By adopting a programme-based and forward-
regular programme for 1998 to $262 million from thdooking approach, UNRWA hoped to achieve full funding
budgeted level of $314 million. For 1998, cash expenditund its 2000-2001 budget and to move beyond the budget
was further reduced by measures such as the maintenacriges of recent years.

of higher vacancy rates, delayed recruitment as part of3 oy policies were also adopted in 1999 for the

general re_cruitmentfreeze, the realization of savings frogg, agement ofarea staff, beginning with teachers recruited
restructuringmeasures such asthe use of contract staff gfydn ¢ 1999/2000 school year. Under those new policies,
a reduc.t|on in mternauongl staff posts a_nd no_n'u““zat'oé‘taffpreviouslyworking on temporary contracts were being
of certain budget lines owing to stricter financial controls ¢ared fixed-term contracts with an improved package of
9. Theausteritymeasures carried over in 1998 includedtitiements. This was seen as a significant change in the
significantreductionsin budget allocationsin manyareasmployment practices followed by the Agencyover the past
among them those for medical equipment and othtaw years, which could over the long term afford
supplies, travel, maintenance, training and ftasigation  significant savings in expenditures on local staff costs
subsidies for refugees, as well as the freezing of certaihile fulfilling the Agency’s desire to be as fair and
posts and the non-funding of a provision for staffompetitive an employer as its financial circumstances
termination indemnities. Meeting with the Working Groumllowed.

in New York on 10 September 1999, t_he Commissioney - g year 2000 share of the 2000-2001 budget for
General of UNRWA conceded that, Wh"? theAgencyhag RWA being presented to the General Assembly at its
made every attempt not to reduce Services as a resulEa rentsessionissome $300.9 million in cash andinkind,
those measures, the !evel and quahty of Services h@é’mpared with estimated cash and in-kind expenditures of
undeniably been negatively affected. This had man|fest§§76.2 million in 1999. (The budget for 1999 presented to
itself through such effects as overcrowding in classroorjs, Assembly was $352s@illion.) The $300.9 million

apd .cl|n.|cs and a state of_d|srgpa|r and mcreasnmldget for 2000 makes no provision for the cost of area
dilapidation of ageing Agencyitadlations such asschoolsstaﬁ termination indemnities, estimated at some $145
and health centres. million

10. The Agency's major donors have responded

repeatedlyand generouslyin recent years to special appeals ]

from the Secretary-General and the Commissioner-Genel¥. COHC|UdII’lg remarks

for special funding of its General Fund budget, as well as

of project funds. Once again ih998 and 1999, the 14. The Working Group is once again deeply concerned
Commissioner-General and his colleagues have maalsout the financial prospects for UNRWA, in particular,
strenuous efforts to keep donors apprised of the situaticifter seven years of austerity measures, which have eroded
through the sharing of quarterly financial reports and thtae level and quality of the services provided by the Agency
holding of regular consultations among the Agency, donors 3.6 million Palestine refugees. The Working Group
and the host authorities. After such consultations imphasizesthatitis the responsibility of the international
September 1998, Aprll999 and again in September 1999community to ensure the maintenance of UNRWA services
additional contributions were pledged to help the Agenept acceptable levels, in terms of gtignand quality, as

with its cash-flow problem. At the same time, the Agencglefined by the needs of the refugee community, and to
continued to try and attract a reliable, sustainable flow ehsure that service levels keep pace with the steady natural
funds so that such stopgap measures were not depengesivth of the refugee population.

upon to meet ongoing and growing funding needs. In thii[s . .
. The Working Group appreciates that UNRWA has
context, UNRWA has appealed to donorsto make payme%%de significant progress towards eliminating the

of pledged contributions earlier in the calendar or bUdggltructural deficit problem that plagued the Agency in
years and to ensure the payment of pledges on time. , o\igys years, in particular through the use of contract
11. The present year has seen the adoption by UNRW#achers, reductions in international staffing and other
of a new, more transparent budgeting methodology for theforms.  The Working Group commends the
biennium 2000-2001. It was hoped that the new approadhommissioner-General and all UNRWA staff for their
aimed atenhancing the budget’s usefulness as a plannitiggless efforts to maintain the basic operations of the
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Agency despite the constraints on the availability afhe Working Group continues to believe that UNRWA
resources that they have faced. It commends tlpkays a vital rolein preserving the stability and security of
Commissioner-General alsofor his fund-raising efforts ariie region and that adequate funding of the Agency’s
for his commitment to keeping the major donors and hogtogrammes is essential to ensuring this.

authorities informed and involved, opening new avenug
of support and funding and seeking a broader base qf
donors. It calls for the early and complete fulfilment o
pledges and other commitments to the Agency, i
particular the reimbursement of value-added tax and ot
charges paid to the Palestinian Authority, and of fun
advanced by the Agency from its regular budget for t

The Working Group agrees that the problem of the
ﬁ% ugeesisdeeplyrootedin apolitical issue that originated

ore than half a century ago and that it remains essential
i settle that problem once and for all in accordance with

relevant United Nations resolutions. However, the

oblems faced by the refugees today are humanitarian

es that must be addressed as a shared international
of its headquarters to the area of operations. seen as the minimum required to enable the refugees to
16. The Working Group expresses alarm at thead decent human lives. Any further reduction in those
continuing negative effect of seven years of austerigervices would notonlyunfairlydeprive the refugees ofthe
measures on the Agency's humanitarian operations. Thassimum level of support to which they are entitled, but
measures have prevented programmes from expandingatld also have a destabilizing effect on the entire region.
a rate commensurate with the growth in the refuge&boveall, the Working Group expresses the hope that the
population, mcessitated curtailments in ongoingnternational support for UNRWA embodied in annual
programme activities and precluded certain actions th@eneral Assemblyresolutionsreca@jngtheimportance
would normally be partofthe Agency'sregular praxggme  of the Agency’s work and requesting that Governments
of work. Most seriously, those measures have led tontribute to it should be translated into measures for
increased class sizesin Agency schools, rising patient/staffsuring the survival of the Agency on a secure financial
ratiosin the health services and higher caseloads for sodakis.

workers dealing with the poorest refugees. 19. The Working Group therefore strongly urges all

17. The Working Group is pleased to note th&overnmentstobearin mindtheforegoing considerations
introduction of regularized conditions of employment fowhen deciding upon the level of their contributions to
staffwho had been working on temporary contracts and tkkRWA for 2000 and once again:

adoption of new staff policies that will facilitate the (a) Urges those Governments which have not yet
employment of fixed-term staff on equitable terms. Over, i ibuted to UNRWA to start to do so-
the long run, this could make a significant contribution to ’

reducing costs, in particular in the Agency's largest (b) Urges those Governments which have so far
programme, education. However, the Working Groupade only relatively small contributions to increase their
appreciates that that action is not a long-term solution €é@ntributions;

securing the funding of the Agency’s regular activities on (c) Urges those Governments which in the past
a sustainable basis. As for the effects of other austerhgve made generous contributions to UNRWA to continue

measures, the Working Group is concerned that freezesigio so in a timely manner and to strive to increase them;
regular budget allocations for university scholarships,

rehabilitation of shelters and selective cash assistance have (d) Urges 'thse Govgrnments which tradltlonall_y
notonlyreduced the Agency’s activitiesinthose areas, bﬁ ve shown spec!al Interest In the welfare ofthe Palestlne
made them dependent on extrabudgetarycontributions;tﬁ%\fl“g.eesz both n the region and _beyond., to begin
cutsin allocations for facilities maintenance have led totf?émt”bu“ng or to increase their contributions;
deterioration ofthe Agency’s extensive physical assets;and (e) Urges Governmentstoconsider making special
that reductions in hospitalization allocations have meaaontributions sufficient to cover the deficit and build up
that some patientswho require hospital care may be unablerking capital, so that UNRWA services can continue
to receive it. The Working Group is gravely concerned aminterrupted and the Agency can restore services cut as
the impact of those measures on the lives of the Palestengesult of the austerity measures, and to ensure that donor
refugees, in particular in the areas of education and heastipport of emergency-related and special programmes or
care. The Group fears that additional austerity cuts coutdpital prgects does not in any way decrease or divert
cause severe social and economic hardship to an alreadgtributions to the Agency’s regular programmes.
suffering refugee population and that this would put an

increased burden on the authorities hosting the refugeBistes
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