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I. ORGANIZATION AND ATTENDANCE

1. The forty-eighth session of the Committee on Comtributions was held at United
Nations Headguarterg from 6 June to 1 July 1988, The following members were
present:

Mr. Andrsej ABRASZEWEKI

Mr. Kenshiroh AXIMOTO

Syed Amjad ALl

Mr. Ernesto BATTISTI

Mr. Carlos Antonio BIVERO GARCIA

Mr. Alain CATTA

Mr. Yuri A, CHULKOV

Mr. uauto‘ Sergio da Fonseca Costa COUTO

Mr. John D, FOX

Mr. Peter GREGG

Mr. Elias M. C. KAZEMBE

Mr. Atilio Norberto MOLTENI

Mr. Dimitri RALLIS

Mr. aar SIRRY

Mr. WANG Liangheng

Mr. Adnan YONIS

Mr. Assen Iliev ZLATANOV
Mr. BAGBENI Adeito Nzengeya was not able to attend,

2. The Committee elented Syed Amjad Ali as Chairman and Mr. Andrsej Abrassewski
as Vice Chairman.
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II. CONSIDERATION OF GENERAL ASSEMBLY RESOLUTION 42/208

3. At ite forty-swcond session, the General hesembly adopted resolution 42/208 of
11 December 1987, which reads as follows!

“The Genera' Assembly,

"Regalling all its previous resolutions on the scale of assessments,
particularly rssolution 39/247 B of 12 April 1985,

“Having copneidsrad the report of the Committee on Contributioms, 1/ and
osoting with appreciation the efforts of the Committee,

"Taking note of the views expressed in the Fifth Committee at its
forty-second sesaslion,

"1, Reguests the Committee on Contributions:

"(a) To recommend to the General Assembly, at its forty-third session, a
soale nf assesements for the perlod 1989-1991, prepared on the basis of the
methodology and oriteris used to prepare the current scale;

*(b) In this connection, to review the limits in the scheme to avoid
excennive variations of individual rates of assessment between successive
scales;

"2, Also reaguests the Committee on Coatributions to contiiwe to
undertake studies in pursuance of ite work on the improvement of the
methodology for drawing up future scales of assessment, in the light of views
expressed in tho Tifth Committee during the forty-second and previous
sesaions, and to submit a progress report om its work to the General Assembly
at its forty-fourth session;

"3, Reguests the Secretary-Gemeral to provide the Committee on
Contributions with the facilities it requires to carry out its work, including
supplementary assistance if necessary.

"1/ L ... A _iane B RAGAMD P
Supplement Ne. 11 and addendum (A/42/11 and Add.l1)."

4. The Comnittee carefully considered the resolution and discussed, in
particular, paragraph 1 on the basis of che relevant summary records of the Fifth
Comnittee (A/C.5/42/8R.3-7, 9, 10, 13, i5, 16, 49, 51 and 52), the report of the
Fif.h Committee (A/42/852) and a note by the Secretariat summarising the disoussion
on the echeme of limits duving the informal consultations of the Fifth Committee on
the scale of assessments.

5. In applying certain elements of the methodology that were used to prepare the
current scele, as called for in paragraph 1 (a) of resolution 42/208, no

elabora: ion by the Committee was required. These elements include a statistical
base period of 10 years, a low per capita income allowance ormula, celliny and



floor rates of 25 per cemt and 0.0l per cent, respectively, and no increase in
assessment rates for the least devsloped countries. Application of other elements
of the ocurreat methodology did require some elaboration by the Committee, as a
result of the ad hog treatment of them in the preparation of the current scale.
These elements include the manner for taking into account knth high levels of
external indebtedness and anomalies resulting from exchange rates used for
converting local currencies to United States dollars to reflect relative capacity
to pay in different countries. In accordance with paragraph 1 (b) of resolution
42/208, the Committee also reviewed the limits in the scheme to avoid excessive
variations of individual rates of assessment between successive scales.
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III. CURRENT METHODOLOGY

A. Components Qf the current methodology and criteria

' 6. The fundamental criterion of the current mechodology is the capacity to pay.
'Continuing the practice for the current scale of u'ing a 10-year statistical base
period, the Committee measured capanity to pay in terms of the average national
“dncome of Member States for the period 1977-1986. In order to take into account
“comparative income per head of population", as called for in the original terms of
reference of the Committee, average national incomes wire modified by a low

per capita income allowance based on the same parameters used for the current
scale, l.e., an upper per capita income limit of $2,200 and a relief gradlent of
£5 per cent., This means that the average national income for a MemLur State with a
per capita income below $2,200 was reduced by a percentage resulting from taking
85 per cent of the percentage difference between the Member State's per capita
income and $2,200. For example, for a Member State with an average per capita
income of $1,600, the average total national income would be reduced by

23.2 per cent ($2,200 - $1,600 = $600; $600 = 27.3 per cent of $2,200, 85 per cent
of 27.3 per cent = 23,2 per cent). Two further elements uf the present methodnlogy
are the criling and floor rates € 25 par cent and 0.01 per cent, respectivelv.
1here is also a provision for not increasing the assessmunt rates of the least
developed countries, as called for by the General Assembly in its resolutions
367231 A of 18 December 1981 and 39/247 B of 12 April 1985,

7. 1n its resolution 42/208 the Geusral Assembly called for a review by the
Committee of the limite in ths scheme o avoid sxcessive variations of individual
rates of assessment between successive scules. As shown below, the scheme of
limits used for the 1926-1988 scale consists of rate brackets and two limits,
namely, percentage limits .. index pcint limits.

Combination : v
limits with eight rate brackets
If the present officlal the percentage change in the new machine scale
——scele ds — chould not be more than the lesser of:i
Percentage limits Index point limits
Above 5.00 per cent 5.0 75 points
2,50 - 4,99 per cent 7.5 30 points
1.00 - 2.49Q per cent 10.0 20 points
0.76 - 0.99 per cent 12.5 11 points
0.51 - 0.75 per cent 15.0 10 points
0.25 - 0.50 per cent 17.5 6 pointe
0.05 - 0.24 per cent 20.0 2 points
0.01 ~ 0.04 per cent - 1 point

Application of the same limits of the scheme of limits to the 1986-1988 scale
would specify tue maximum possible individual rate increases or decreases
between the current scale and the 1989-1991 scale. The level of the maxinum
increase or decrease is determined by the limit with the lesser value. For



instance, the rate of a country that was assessed at 3.21 under the 1986-1988 scale
can increase or decrease by a maximum of 0.24 points for the 1989-1991 scale

(3.21 x 0.075 = 0.24); similarly, a 1986-1988 rate of 2.31 can increase or decrease
by a maximum of 0.20 points (2.31 x 0.1 = 0.23). Paragraph 40 below deals with the
review of the limits.

8. The methodology alsc provides for the adjustment of the national income of
highly indebted countries. However, because of the lack of comprehensive and
systematic information on external debt, the Committee on Contributions, at its
forty-fifth session, did not establish a definitive formula for this adjustment.
For the 1986-1988 scale, it applied a pragmatic formula without prejudice to the
future position it might adopt on the basis of better information. The issue is
discussed in detail in paragraphs 11 to 21.

9. The 1986-1988 scale of assessments furthermore included an ad hoc adjustment
for exchange rate anomalies. This issue is discussed in paragraphs 22 to 31 below.

10. The application of the above in the process of preparing the new scale is
discussed in paragraphs 32 to 39.

B. int n hi level
of external indebtedness

1. Materials presented

11. The Committee considered a Secretariat document that presented data on total
and public external debt and offered suggestions on how to utilize this information
for the adjustment of the national income of countries with a heavy debt burden.
The data in this dccument were restricted to developing countries, following the
spirit cf General Assembly resolution 39/247 B.

12. The document suggested that the use of public external debt was preferable to
the use of total external debt for two -easons. First, data on private external
debt, which is included in total debt, does not cover all private debt. Secondly,
private debt does not comstitute the same burden as public debt. Public debt has
to be repaid from the government budget, which also includes contributions to the
United Nations, and private debt can be defaulted on through bankruptcy of private
enterprises while non-payment of public debt is the result of a political decision.

13. The document also suggested that the ratio between actual debt service
repayments (of the principal) and nacional income should be used to arrive at
percentage reductions of the national income data used by the Committee for the new
scale. In other words, it suggested that the Committee use a new income concept in
arriving at assessable income. The use of actual payments was suggested because of
the better data availability.

14, It was pointed out that the method suggested in the document differed from the
method used by the Committee in 1985 to adjust national income values through
deductions for debt relief. The 1985 method implemented the deductions in two
stages: the first was a selection of the countries with heavy debt burden on the
basis of a weighted debt ratio of more than 100 per cent. The weighted debt ratio
is obtained by applying weights of 0.8 and 0.2 for the ratios of debt to exports
and national income, respectively. The next step consisted of percentage




deductions from national income based on the degree of debt burden, i.e.,
deductions of 10 per cent deduction for countries with the heaviest debt burden,
7.5 per cent for the next group, 5 per cent for the third group, and 2.5 per cent
Qdeduction for countries with the least debt burden. These percentages were
determined in an ad hog manner and were not based on the relationship between debt,
debt service and national income.

2. Decisions

15. The Committee decided to proceed by identifying those countries which should
benefit from debt relief deduction and then making the appropriate deduction from
the national income estimates.

16. Eligibility for debt relief was determined for all developing and centrally
plaaned economy countries for which data on total debt were available. 7Tuial debt
rather than public dekt was taken into consideratiom because of the greater
availability of data and the lack of digtinction between public and private debt in
the data available from the Organisation for Economioc Co-operation aund Development
(OECD) concerning countries receiving development aid. In this manner, 118
countries were identified as compared to 37 in 1985.

17. Deductions for the 118 countries identified were made on the basis of the
repayment of principal only, because interest payments are already refleoted in
national income estimates. 1In order to achieve the best possible reflection of
debt burden, and thus capacity to pay, through the deducctions, the Committee
considered basing the repayment of principal on debt service due rather than on the
actual repayment of principal since actual payments may be substantially lower than
obligations. Howsver, as reliable data on debt service due are not available, the
Committee decided to approximate debt service due by using a working hypothesic ux
the ratio of debt service due to total external debt accumulated. After a thorough
debate in which alternative ratios of 5, 10, 15 and 20 per cent were considered, it
settled on 12 per cent., Thig 12 per ceat debt saervice ratio to total external debt
was then used to calculate the amount of debt service due to be deducted from
national income (see annex 1), The relevance of this ratio was dotermined in
consultation with the International Monetary Fund (IMF), However, IMF suggested
that the Committee should refine this methodology in the future on the basis ¢f a
study of the length of repayment periods, which wouid distinguish between different
grovps of countries with different types of loans.

18. One member expressed a dlssenting view., He stated that the Committee should
have applied the methodology and criteria for high .ndebtedness relief adopted ian
1985 because, in his view, no better meth»d had been devised yet. He argned that
the methodology adopted by the Committee distorted and blunted the originil
objectives of the high indebtedness relief exzercise.

1,. Another member of the Committee indicated that the application of the formula
Qid not have major practical effects; the results were more apparent than real. It
was clear that developing countries with large indebtedness &i& not see their
assessments reduced, as the points theoretically deducted from them for debt relief
were eliminated by the application of the scheme of limits. As this question had
not been resolved in an appropriate manner, it should be reconsidered in the future.

20. Some other members observed that the problem referred to in the preceding
paragraph was largely a consequence of the application of the scheme of limite
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subseqguent to all prior adjustments to national income. They noted that successive
applications c¢f the scheme of limits introduced progrossive distortions in the
aggessments of certain Member States, whirh would be even further amplified if the
adjustments were made after the application of the acheme of limits (see also

para. 38). For this and related reagsons, they suggested that further review of the
scheme of limits would be appropriate.

21, Some other members expressed the view that the limits in the scheme should be
strengthened in such a way as to take care of problems of developing countries,
including the problem referred to in paragraph 19.

1. Matarials prasanted

22, The Statistical Office of the United Nations Secretariat also presented a
document on price-adjusted rates of exchange {PARE) in order to provide to the
Committee an alternative for the ad hoc method applied in 1985, At that time, the
existing PARE methodology was used only to ideatify countries requiring exchange
rate adjustment. Instead, the Committee handled the actual adjustments by
replaging for gelected countries and years Btatistical Offics data by data from the
World Bank's Hoxld Atlas. The PARE methodology in existence in 1985 has been
reconsidered by the Committee in the intervening years. The document considered by
the Committee at its present session represents a further step in the efforts to
make the PARE methodology applicabls for use by the Committee in the future.

23, In line with previous presentations of PARE application to the Committee, tho
document included data on changes in prices and exchange rates im individual Member
States. These data would enable the Committee to make adjustmentu to natiomal
income data in United States dollars for countries where changes in exchange rates
do not reflect changes in domestic prices and where per capita national income thus
provides a distorted measure of the capacity to pay. The use of discrepancies
between price and exchange rate developments in the application of PARE is based on
the assumption that exchange rates to be used by the Committee should be as close
a8 possible to the price relatives between countries.

24, The document presented to the Committee at its current sesalon focused in
particular on the effects of price - exchange rate distortions on per capita income
expressed in United States dollars.

25. An analysis of several countries showed that nominal growth of per capita
income in United States dollars in many instances did not reflect the generally
modest real growth rates of per capita income. The fluctuations of per capita
income of the countries studied furthermore resulted in frequent changes over time
in the ranking of countries based on their per cespita income, a phenomenon that
misrepresents reality in view of the modest real growth rates of per capita income
in most countries.

26. Given that per capita income is an important element ir the assessment scale
formula, which determines the relief deduction for countries with a per capita
income of less than $2,200, the Committee's attention was drawn to these
Eluctations in per capita income in United States dollars, as these irregular
movements of per capita inocome result in distortions of the level of assessable
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income. Based on the findings of its study, the Statistical Office . ggested that
PARE adjustments be made to national and per capita income prior to processing the
national income data in the assessment scale form:la.

2. Discugaion

27. A detailed discussion took place on the merits and disadvantages of the PARE
method. BSome members accepted the principle underlying the proposed PARE
adjustments to national and per capita income in United States dollars. They
pointed out that such adjustments were in line with similar ones made by other
international organiszations, such as the World Bank and the United Nations
Development Programme (UNDP), which make PARE-type adjustments to the actual
exchange rates in order to use the data as a key element in determining the
distribution of development aid to member countries. Proponents furthermore
pointed out that the use of the proposed PARE methodology would be more systematic
then the ad hoc¢ practice of the Committee followed during its forty-fifth session
when it decided to replace Statistical Office data by World Bank data.

28. Other members, however, questioned the validity of the basic assumption of
PARE that the exchange rates used by the Committee should be as close as possible
to price relatives between countries. They argued that actual exchange rates
should be used by the Committee in order to reflaect not only price relatives but
algo other more important elements effocting exchange rates such as explicit
government policies regarding exchange rates, govermment budget deficits,
differences in interest rates between countries, and balance-of~payment issues.
These issues are of particular relevance to countries with centrally planned
economies,

29. In spite of the two divergent views on PARE, the Committee decided to test it
for a selected group of countries whose national and per capita incomes clearly
reflected anomalies resulting from unco-ordinated changes in prices and exchange
rates.

30. To select the appropriate countries the Statistical Office calculated
PARE~adjusted rates of exchange by extrapolating for all countries the average
exchange rates in the previous base poriod 1974-1983 by price indices representing
inflation in each country since themn. Also presented were simple and woighted
averages of actual and PARE rates. BSubsequently, it compared for each country
actual exchange rates for each year and the average for the period 1977-1986 with
PARE-adjusted rates. On the basis of this information, it selacted those countries
where the average discrepancy between the actual and PARE-~adjusted rates for the
period 1977-1986 was larger than the difference between one United States dollar
and the average value of the PARE-adjusted United States dollar for domestic
inflation in the United States. In this manner, 32 countries with exchange rate
anomalies were identified.

31. PARE adjustments were tested for these selected countries based on the ratio
between the actual exchange rate and the PARE-adjusted rate. As these adjustments
would result in considerable transfer of points between countries with
PARE-adjusted rates and other countries, the Committee proceeded to reduce the
effect of PARE uniformly for the selected countries. In order to implement guch a
raduction, it did not apply the PARE rate of exchange in the exact form proposed in
the document before the Committee but ezperimented by weighting PARE with the
actual exchange rate.

-8-



32, 1In general, the Comnittee agreed on the selection of the countries for which
adjustments for debt and PARE should be considered. However, disagreements arose
about the redistribution of the points of relief from the countries with anomalies
to the remaining countries.

33, To illustrate the effects of PARE and debt adjustments, the Statistical Office
applied the adjustments in succession directly to the national income data and used
the adjusted national income data in the calculation of the assessment scale for
the selected ocountries. As all countries with PARE adjustments were also in the
group of countries with debt adjustrents, some of the countries' national incomes
were adjusted twice, onve for debt aud once for PARE, As a result of the
application of the adjustments to national income, the incomes of the countries not
adjusted for PARE or debt remained the same in absolute amounts but increased
relative to the levels of national income of the countries to which adjustments
were applied. In studying the effeots of the subsequent mechanical application of
the agsessment methodology to the adjusted national income data of all Member
States, several anomalles were detected by members of the Committee with regard to
the effects of the adjustments on the assessments of countries not receiving PARE
or debt relief.

34. Ome of the effects of both adjustments was that countries whose unadjusted
national income resulted in assessment rates at the luwer limit of the scheme of
limits adopted during the 1985 session of the Committee experienced an increase in
their assessment rates. These increases were a consequence of the proportionate
redistribution of the relief points to all countries, including those receiving
relief to the extent permitted by the scheme of limits ard excluding those that are
already at the upper limit prior to adjustment and, therefore, cannot be inureased
further, Beveral members felt that ihis redistribution was unacceptable and urged
that these adjustments should not be assigned to countries in a mechanical manner
but on a voluntary basis.

35. Another objection was raised by members who were reluctant to accept PARE
and/or apply the PARE adjustments to specific countries. They pointed out that
applying the PARE methodology to the selected countries and redistributing the
resulting points in a mechanical way to all other countries represented an indirect
application of the PARE methodology to countries where PARE adjustments were not
justifiable given their price and exchange rate conditions. 1In this context,
specific reference was made to countries with centrally planned economies.

36. Another anomalous effect of the PARE methodology noted by members of Lhe
Committee concerned Japan. By excluding this country from the group of
PARE-adjusted countries, it was not only denied PARE relief but, through the
mechanical redistribution of pointe, it would also have to shoulder some of the
points given as relief to other countries. This effect was considered unacceptable
by members of the Committee.

Deaigion

37. After having considered those anomalies, the Committee decided to adjust
national income only for debt relief. Countries with significant exchange rute
digtortions, identified by the PARE analysis, wece borne in wind in drawing up the
final soale of assegsments.



38, The machine assessment scale was prepared in accordance with the established
methodology, as follows!

(a) National income data were taken as a point of departure;

(b) National income data were reduced for the countries identified for debt
relief adjustments by the amounts agreed upon (see para. 17))

(c) Adjusted national incomes of countries with debt relief and unadjusted
incomes of other countries were them further adjusted for low per capita income,
resulting in assessable income;

(d) Subsequently, the assessment rate for each country was calculated on the
basis of its assessable income as a percentage of total assessable income for all
countries;

(e) A final adjustment to the individual assessment rates was made by
applying the various limits, i.e., the 25 per ceat celiling and the 0.01 per cent
floor rate, and the scheme of limits to avoid excessive variations of individual
rates between successlve scales. No further restrictions were applied.

39. The machine assessment scale resulting from the five steps described above was
found to require mitigation in accordance with past practice.

E. The scheme to avoid excessive variations of individual

40. As requested by the General Assembly in its resolution 42/208, the Committee
raviewed the limits of the scheme to avoid excessive variations of individual rates
of assessment between successive scales and agreed to apply the existing limits for
the 1989-1991 scale. As mentioned in paragraph 4, the Committee had before it a
note by the Secretariat summarising the discussion on the scheme of limits during
the informal consultations of the Fifth Committee on the scale of assessments
during the forty-second session of the General Assembly.

-10-



IV. REVIEW OF THE SCALE OF ASSESSMERTS

A. Statistical information

41. The Secoretariat presented to the Committee a comprehensive data base for all
Member States and non-member States on national income in local currency,
population and exchange rates for the period 1977-1986, which is the basis for the
Committee's deliberations of the socale of assessments for the period 1989-1991,
The information presented also included derived data such as netional income in
United States dollars and average national and per capita incomes for the period
1977-1986, which were comparetc ith the averages for the period 1974-1983 used as
thu basis of the present assessmeat scale.

42. The national income data presented were compiled in a manner different from
pravious years. As agreed by the Committee at its forty-seventh session, 1/ the
Stetistical Office used the official information provided by the gtatistical
offices of Member States, which constitutes the data base of the United Nations
gStatistical Office. The separate questionnaire used in the past for purposes of
the Committee was discontinued. However, as the Statistical Office data base lacks
national income data for some countries, the Statistical Office made an extra
effort to expand its data set beyond the coverage usually available for its data
publication.

43. The total number of respongses to requests from the Statis: ical Office covered
140 Member States and three non-member States. Included in these numbers are all
countries that provided information for at least one year of the 10-year base
period. Some countries indicated that the data provided should be used only for
purposes of the Committee on Contributions and not published elsewhere. Most
countries provided the data well ahead of the meeting of the Committee, which gave
the 8tatistical Office ample time to process the data. In summary, the new policy
regarding data collection 4id not have any detrimental effect on the availability
of national income data to the Committee and in some instances even improved the
data situation.

44. It should be noted that Italy's system of national accounts underwent a
significant structural change since 1985, which resulted ir an increase of reported
national income of about 15 per cent per year for the years 1977 to 1983,

45, After examination of the data base, the Committee accepted the information
presented uy the Statistical Office without change. It stressed the importance of
timely responses by countries to requests by the Statistical Office for data, i.e.,
at least two months before the Committee meets.

46. As in the past, population and exchange rate information was compiled on the
basis of international data sources and not obtained by the Committee directly from
the countries concerned. Population data were based on official data and estimates
published in the United Nations Demographac Yearbook. Exchange rate data were
based on the average market rates as published by IMF. As an increasing number of
countries have become members of that organiszation, fewer difficulties were
encountered in obtaining comparable exchange rate information. For countries that
are not members of IMF - mainly centrally planned economies, United Nations
operational rates were applied with the exception of Bulgaria. After a discussion
on Bulgarian exchange rates, based on a representation to the Committee, it wae
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decided to apply again the Committee's foriner decision to use the rate with premium
submitted by the Government of Bulgaria as the conversion factor., 2/

47. The Committee discussed various suggestions on how to adjust the national
income concept for factors that are not takem into account in the present national
income definition 3/ of the system of national accounts (SNA). During the preseat
meeting, deductions were recommended for tlie repayment of principal in debt
servicing. Questions ware also raised on the¢ treatment of large-ucale transfers
both of capital, which remaing included in the national income of the transferring
countries, and of the income of migrant resident workers to their home country,
which is presently included in the national income of the host country. At past
meetings, suggestions have bean discussed to make deductions for major investments
by developing countries to build their infrastructure or tc make deductions for the
exhaustion of mineral reserves to pay for investments that would generate income,
thus replacing income from minsral reserves that are being exhausted by extraoction
activities. Other deductions suggested at past meetings were for capital losses
due to natural disssters and war. As none of these elements mentioned are deducted
from national income data, the question arose at the present meeting whether the
national income concapt used by the Committse is the most appropriate congept for
the measurement of capacity to pay. Therefore, the Committee intends to revert to
this matter at its next session.

B. Representations by Member States
48, The Committee had before it representations from some countries. It

considered each of the reprecentations carnfully and bore them in mind in drawing
up the scale.
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V. BSCALE OF ASSESSMENTS

49. The scalw of assessments that the Committee agreed to recommend for the

years 1989, 1990 and 1991 appears in section VIII below and in annex II to the
present report, which also shows the unad’usted and adjusted machine ucales used by
the Committee in the establishment of the recommended scale for 1989-1991 and the
results of the mitigation process. As in previous reports, annex III provides the
United Nations goales of aseessments adopted by the General Assembly for the years
1946 through 1¢88. It was also considered useful to make reference to the texts of
the following General Assembly resolutions on the scale of assessments: 39/247 B,
40/248 and 41/178.

50. In the scale of assessments now recommended, 79 Member States are assossed at
0.01 per cen., 9 Member States at 0.02 per ceant and 6 Member States at

0.03 per cent. Thus, a total of 94 Member States or 59 per cent of the membership
of the Organization are assessed at or below 0.03 per cent. The assessment rate:
of the Group of 77 as a whole have increased from 9.67 to 10.01 per cent. The
distribution of the assessment rates by groups of countries is shown below:

Proposed
1900-1982 1983-1985 1986-1988 1989-1991

A. Group of 77 a/ 8.98 9.34 9.67 10.01
of which OPEC 2.89 3.30 3.63 3.77
B. OECD countries h/ 71.81 73.66 74.00 74.10

C. Countiries with
centrally planned
economies g/ 16.91 15,51 14,87 14.44

D. China 1.62 0.88 0.79 0.79

2/ Including Romania and Yugoslavia.
h/ Excluding Yugoslavia.

&/ Excluding Romenia and Yugoslavia.

51. ‘The reservations of two Committee members regarding the proposed scale of
assessments, one in the form of a separate opinion and the other as an additional
gtatement, are reflected in sections VIII and IX of this report, respectively.
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VI. ASSESSMENT OF NON-MEMBER STATES

82. 1In establishing the rates of assvssment at which non-member States should
contribute towards the expenses of the United Nations activities in whioch they
participate during 1969, 1990 and 1091, the Committee applied the same methodology
as for Member States. The proposed rates are as follows!

Non-memher State Rer_annt
Demooratic People's Republic of KOXead .seeessessosses 0.08
HOly 8@0 «ovovortcosrsnostersssetsocnsscenssnsasennses 0.01
Liochtenstein .veveeveseersossessosnosoreosssnansnnse 0.01
MONBOO covverssressverssrsssosssesossnssovssssssssnss 0.01
NOUKU soevvsvoassvsssvorsosetsnoosornassnsssonss sonnee 0.01
RopuD1ic Of KOX@a .evvesvsncssecenssncsoscssonsonsnss 0.30
Ban Marino coeeevecrianassossrsrrsrsessrrenssorsertnns 0.01
Switaerland c.cosecsersserecsrrssrsesssnresenassesnae 1.08
TODRQGB cooroncsecssnsssssssosssssosrsrrarsesnasssssossss 0.01
TUVBLIU coeonsvsosnnssocnossnossacsscnssennssnnssnanans 0.01

53. In accordancu with the procedure establisghed by the General Assembly, the
rates of asgessment for non-member States are subject to consultation with the
Governmentsa concerned.
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VII. OTHER MATTERS CONSIDERED BY THE COMMITTEE

A. Colleation of contributions

54, ‘'ine Committee took note of the report of the Searetary-Gemera)l which indicated
that, at the conclusiou of the current segsion, the following four Member Btaiss
were in arrears in the payment of their asgessed contributions to the expences of
the United Nations under the terms of Article 19 of the Charter: Dominican
Republic, El1 Salvador, Romania and South Africa., 1In this regard, the Committee
reaffirmed its previous decision to authoriwe its Chairman to issue an addendum to
the current report if necessary.

B. Payment of gontributiond in gurreagies gtheyr than
United ftates dollars

§5. Under the provigions of paragraph 3 of its resolution 40/248 of

18 December 1985, the General Assembly empowered the Secretary-General to accept,
at his disoretion and after consultation with the Chalrman of the Committee cn
fontributions, a portion of the contributinns of Member States for the calendar
years 1986, 1987 and 1988 in currenciles other than United States dollars.

56. The Committee considered a repurt of the Secretary-Gemeral on the arrangements
made for payments by Membur Btates of their 1988 comtributions in currencies other
than United States dollars. The Committee noted that un estimated 12 Member States
were planning to avail themselves of the opportunity of paying the sstimated
equivalent of $US 4.7 million ir 10 non-United States dollar ocurrencies acceptable
to the Organiwation.

7. One member of the Committee expressed tho need for the reconsideration of
General Assembly resolution 40/248, citing the potential losses to the Organiuation
as a result of currenay exchange rate diffeventials.

58, Another member of the Committee wished to put on record the digorepancy that.
exists for gsome Member States betwesen the exchange rate used by the United Natious
Statistical Office for the conversion to United States dollars of natiomal income
in local curreancy and the exchange rate applied for the conversion of payments by
Member States to the United Nations in loocal currencies. The Secretariat indicated
that, for the former purpose, in accordance with the conventions goveraning national
ascoounting, IMF exchange rates are used for all its members and the United Nations
operational rate for the remalning countries, whereas for the latter purpose the
United Nations operational rate is applied universally.

1. Materinln presonted

59. The Committee had before it a note by the Secretariat that described the
existing procedures for the billing of non-member States for the United Nations
activities in which they participate aud for the collection of thelr

contributions. The note also contained proposeals for the Comnittee's consideration
for the modification of these proceduros. The Committee was informed thal the
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final draft of the note had been sent to non-member States with an invitationm to
convey their views on it to the Committee if desired. In this regard, the
Committee had before it representations from the Democratic People's Republic of
Korea, the Holy See, the Republic of Korea and Switzerland.

60. Under the current procedures, non-member States are charged, on the basis of
the rates of assessment proposed by the Committee on Contributions (see para, 52
above) and approved by the General Assembly, for the United Nations activities in
which they participate with full voting rights; participation as observer is free
of charge. As the pattern of participation of non-member States is subject to
continual change, complete information on participation is not available until
after the end of each calendar year. As a result of this and of the lengthy
process of compilation and calculation involved, non-member States are generally
assessed a year and a half after the beginning of the calendar year to which the
assessment relates. Typical payment patterns indicate that paymeant from non-member
States is generally received about two years after participation took place. Thus.
these complex and time-consuming procedures deprive the Organization of the timely
utilization of the income from non-member States. In relation to the income
generaced, they also involve disproportionately high staff resource requirements.

61. With a view to improving the current procedures, the Committee considered the
following measures for possible recommendation to the General Assembly:

(a) To replace the post facto assessment of non-member States based on the
activities in which they participate with a flat annual fee based on the assessment
rate determined by the Committee on Contributions and on the regular budget net
assessment base. The flat annual fee would be charged in advance, i.e., at the end

of the year preceding that to which the fee relates. It would be established as.
follows:

(i) For non-member States that, between 1975 and 1986, participated in an
average of three or more activities per year, at the full rate of
assessment established by the Committee on Contributions. This flat
annual fee would entitle the non-member State to unlimited participation
in United Nations activities within the parameters outlined in
regqulation 5.9 of the Financial Regulations of the United Nations;

(ii) For non-member States that, between 1975 and 1986, participated in an
average of less than three activities per year, at an adjusted rate of
assessment that reflects the average level of participation between 1975
and 1986. The 1975-1986 level of participation of a non-member State
would be expressed as the ratio between the average actual annual
assessment and the average hypothetical annual assessment based on the
regular budgyet assessment base. The resulting flat annual fee could be
charged either with adjustment after the end.of the year based on the
actual participation or without subsequent adjustment, assuming that
future levels of participation would be similar to those between 1975
and 1986;

(b) To exclude from participation in United Nations activities those
non-member States whose arrears exceed the amount of the contributions due from
them for the preceding two full years.
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62. In their representestions to the Committee on Contributions, the non-member
States implicitly or explicitly expressed their basic support for streamlining
current procedures through the introduction of a flat annual fee. At the same
time, they voiced caution or concern regarding the modalities. In determining the
level of the flat fee, non-member States requested consideration of the difference
in the :ights and obligations betwee.: Member and non-member ! .ates; the flat fee
should bo set at a realistic level reflecting emp.rical levels of participation and
ensuring their future flexibility, and taking into acoount the varying economic
realities of non-memher States. Beyond these generally held views, the Government
of Switserland highlighted its willingness '"to contribute towards all expenses
arising directly out of its participation as an observer in the work of United
Nations boGies, but acknowledges that such a caloulation would scarcely be possible
with current methods".

2. Discussion

63. 1In general terms, the Committee supported the ef