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Management Review of the Secretariat of the International
Civil Service Commission

Report of the Board of Auditors

Summary

The secretariat of the International Civil Service Commission (ICSC) isresponsible for
helping ICSC in recommending to the General Assembly policy on the conditions of service
of Professional and General Service staff and on the scales of salaries and allowances for all
staff, aswell as post adjustment for Professional staff. The decisions of | CSC affect the staff
remuneration of the organizations of the United Nations common system, which accounts for
over 70 per cent of the costs of the system. Additionally, ICSC is responsible for coordinating
personnel policy planning in those organizations.

The Board of Auditors conducted a management review of the work done by the
secretariat of ICSC. Its main findings are as follows:

Professional category and above

(@) When proposing salaries and assessing the competitiveness of United Nations
common system salaries in relation to the United States Federal Civil Service, the ICSC
secretariat did not include the health and pension benefitsin their comparisons. The Board
considers that a total compensation basis would provide a more appropriate comparison
between the comparator’ s remuneration package and that of the common system;

(b) For salaries, themarginsat the higher level had been eroded and were sometimes
even negative, whereas those at the lower levels reached nearly 160 per cent in 1993 and were
around 130 in 1997;

(c) Thepresent salary structurestended to reward length of service and seniority rather
than merit. The ICSC secretariat agreed that the present salary structure appeared to inhibit
career development and provided little incentive for better performance;

(d) There were frequent changes in the criteria for determining out-of-area weights
for headquarters duty stations: whereas in 1990, each headquarters duty station had an
assigned out-of-area expenditure of 10 per cent of the base salary, by 1996, the level had
increased to arange of 22.35 to 25.38 per cent at those duty stations.

General Service and the locally recruited categories

(@) Theuseof doubleregression in computing the employers average salary per grade
was likely to alter the actual gap between the local comparators' salaries and those of the
common system;

(b) Exclusion of important social benefits such as pension, health insurance and life
insurance in the establishment of General Service salary structures was against the spirit of
the Flemming principle and resulted in overcompensation at some duty stations and
undercompensation at others.
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Personnel policy issues

(@) Since 1986, the ICSC secretariat has adopted a piecemeal approach to career
development and its activities have focused on specific aspects of promotion and training.
Although the General Assembly had endorsed the Commission’ s proposal to follow an overall
approach to career development, this had not yet been achieved by its secretariat;

(b) Between 1994 and 1996, the | CSC secretariat neither followed up nor enabled ICSC
to monitor and report on the status of women in the common system.

Resources and responsibilities of the secretariat of the Commission

(@) There have been slippages in the delivery schedules of important assignments
mandated by |CSC and the General Assembly. The ICSC secretariat informed the Board that
dippages were not always attributable to the shortfall in resources; in many instances they
were as aresult of unanticipated requests from the Assembly, or due to limitations on the
capacity of the Commission to place those matters on its agendas;

(b) Thevariety of information systems existing within the organi zations of the common
system prevented the ICSC secretariat from readily and accurately computing the resource
implications of any proposed changes in the rates of pay and allowances,

(c) Integration of management information requirements and the use of appropriate
technol ogy to meet them would require comprehensive business process re-engineering within
the secretariat, after review by systems experts in active cooperation with top management
from the |CSC secretariat. This would entail appropriate organizational changes; change of
job profiles suitable to new user requirements; development of process manuals; and
rationalization of staff resources.

The Board recommends that | CSC secretariat:

(@) Make proposalsto the Commission and the General Assembly to establish atotal
compensation methodology for ng the competitiveness of the United Nations common
system salaries for Professional staff in relation to those of the comparator;

(b) Addressthe problem of inter-grade differentials for Professional staff in a manner
that provides that margins at all levels are contained within the prescribed limits;

(c) Establish aclear and durable policy for fixing the out-of-area weights;

(d) Review the use of the regression technique for determining the 75th percentile and
make suitable modifications in the methodol ogy so that it does not produce the anomaly of
increasing the average salary per job when arelatively poorly paying employer with alarge
staff isincluded in the employers surveyed,

(e) Compare and quantify the difference in pension and other social benefits of the
United Nations common system and the comparator employers for determination of salaries.
The ICSC secretariat should also examine the use of the “cost to employer approach” and
consider factoring that cost into the salaries, asis already being done in the case of non-cash
and fringe benefits, such as low interest loans, subsidized cafeteria and parking facilities;

(f) Reactivateitswork towards an overall approach to career development as endorsed
by the General Assembly;
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(g) Finalize and submit the progress report on the status of women without further
delay;

(h) Establish a personnel database with regard to the organizations of the United
Nations common system, with comprehensive data on staff deployment and their salary and
allowances in respective grades, using the database of the secretariat of the Consultative
Committee on Administrative Questions as appropriate;

(i) Introduce a computerized integrated management information system in active
coordination with organizations of the common system with a view to improving the current
procedures for data collection, transmission and processing. This should also be used for
periodic review of the mobility and hardship allowance, daily subsistence allowance and
education grants. The system should be compatible with the computer systems in the
organizations of the common system and itsintroduction should be preceded by identification
and quantification of savingsin terms of reduced staff and other costs that would be effected
as aresult of automation.

The ICSC secretariat is managing a highly technical and complex operation. The Board
encourages the ICSC secretariat to address the issues raised in the present report to enable
it to maximize its effectivenessin carrying out its work.
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I. Introduction

1. TheGeneral Assembly, initsresolution 51/216 of 18
December 1996, recognized that an audit of the work of the
International Civil Service Commission (ICSC) had not been
undertaken since its establishment and called upon the Board
of Auditors to conduct a management review of all aspects
of the work done by the secretariat of ICSC in time for the
submission of a report thereon to the General Assembly
during its fifty-second session.

2. ICSC was established pursuant to General Assembly
resolution 3042 (XXVII) of 19 December 1972 for the
regulation and coordination of the conditions of service of the
personnel in the organizations of the United Nations common
system. At present, 15 organizations in the common system
and anumber of affiliated programmes of the United Nations
participate in and contribute to the working of ICSC. In the
exercise of itsfunctions, ICSC is guided by its statutes, rules
of procedures and its agreements with organizations of the
common system.

3. ThelCSC secretariat is responsible for helping ICSC
in recommending to the General Assembly policy on the
conditions of service of Professional and General Service staff
and on the scales of salaries and allowances for all staff, as
well as post-adjustment for Professional staff. Additionally,
it assists ICSC in coordinating personnel policy planning
among organizations of the common system. The
recommendations of ICSC affect staff remuneration of the
organizations of the common system, which accounts for over
70 per cent of the costs of the system.

4.  The budget of the ICSC secretariat for the biennium
1996-1997 was $10.91 million and this provided for 46 posts
(21 Professional and 25 General Service). According to the
|CSC secretariat, the number of vacancies at any point of time
during the biennium ranged from zero to four. The ICSC
secretariat is headed by an Executive Secretary and has three
functional divisions, the Salary and Allowances Division, the
Cost of Living Division and the Personnel Policy Division.

5. TheBoard reviewed the working of the ICSC secretariat
with reference to its assigned functions and evaluated the
extent to which those functions had been performed, with
special regard to their bearing on the mandate of the
Commission. This covered the application of the Noblemaire
principle for Professional staff, post adjustment issues, the
application of the Flemming principle for General Service
staff, the determination of allowances, personnel policy issues
and the effectiveness of monitoring and reporting.

6. TheBoard also reviewed and evaluated the manner in
which the resources of the ICSC secretariat are deployed and

reviewed the status of information technology applications
in the secretariat and their impact on the efficiency of its
operations.

7. Asapart of itsreview, the Board met with the Chairman
and members of the Consultative Committee on
Administrative Questions and the Chief of Policies,
Compensation and Administration of the United Nations
Development Programme (UNDP). The Board also invited
for discussion the Federation of International Civil Servants’
Associations (FICSA) and the Coordinating Committee for
International Staff Unions and Associations of the United
Nations System (CCISUA), the staff associations of the
organizations of the common system, of which FICSA
responded.

8. The Board also engaged a consultant to provide a
comparative analysis of the principles and methodol ogy used
by other organizations in the international public sector in
selected countries for determination of salary, allowances, job
classification and post adjustment.

9. TheBoard's observations on all matters contained in
the present report were communicated to the ICSC
secretariat. The secretariat has confirmed the facts on which
the Board’ s observations and conclusions are based and has
provided explanations and answersto the Board’ s queries.

10. A summary of recommendations is reported in
paragraph 11. The detailed findings of the audit are reported
in paragraphs 12 to 131.

Summary of recommendations

11. The Board recommends that the |CSC secretariat:

(@) Make proposals to the Commission and the
General Assembly to establish a total compensation
methodol ogy for assessing the competitiveness of the United
Nations common system salaries for Professional staff in
relation to those of the comparator (see para. 20);

(b) Addresstheproblem of inter-grade differentials
for Professional staff in a manner that provides that margins
at al gradelevels are contained within the prescribed limits
(see para. 31);

(c) Withregardto post adjustment, develop a strategy
to determine more accurately the common expenditure
weights, taking account of the expected response rate. This
strategy could incorporate a mix of suitable options such as
simplification of questionnaires; adopting the method of
interviews in preference to using self-administered
guestionnaires; making use of datafrom national statistical
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officeswith necessary corrections on the basis of atest study;
and exploring the possibility of obtaining data from other
international employers (see para. 40);

(d) For the purpose of pricing surveys, devise
strategies to identify independently the outlets with high,
moderate and low prices, at headquarters and major duty
stations away from headquarters, with the assistance of local
Governments (see para. 42);

(e) Establishaclear and durable policy for fixing the
out-of-area weights (see para. 49);

(f) Examine the recent changes made by other
comparable international organizations and, if feasible,
develop a methodology to equalize the purchasing power
more accurately and more frequently with the base city (see
para. 52);

(@) Review the use of the regression technique for
determining the 75th percentile and make suitable
modificationsin the methodol ogy so that it does not produce
the anomaly of increasing the average salary per job when a
relatively poorly paying employer with a large staff is
included in the employers surveyed (see para. 67);

(h) In view of the experience in the case of the
Professional category, for which this technique was
abandoned in 1994, study the effect of the regression
technique on General Service salaries at various duty stations
over aperiod of time and discontinue the use of the technique
if it affectsfinal results significantly (see para. 69);

(i) Compare and quantify the difference in pension
and other social benefits of the United Nations common
system and the comparator employers for determination of
salaries. The ICSC secretariat should also examine the use
of the“ cost to employer approach” and consider factoring that
cost into the salaries, asis already being done in the case of
non-cash and fringe benefits, such as low interest loans,
subsidized cafeteria and parking facilities (see para. 80);

() Reactivateitswork towards an overall approach
to career development as endorsed by the General Assembly
(see para. 104);

(k) Finalize and submit the progress report on the
status of women without further delay (see para. 107);

()  Re-establish workload indicators (see para. 112);

(m) Prepare well-defined staff norms directly related
to the workload for each item of work so that resource
requirements can be established (see para. 116);

(n) Establish apersonnel database with regard to the
organizations of the United Nations common system, with

comprehensive data on staff deployment and their salary and
allowances in respective grades, using the database of the
secretariat of the Consultative Committee on Administrative
Questions as appropriate (see para. 121);

(o) Introduce acomputerized integrated management
information system in active coordination with organizations
of the United Nations common system with a view to
improving the current procedures for data collection,
transmission and processing. This should also be used for
periodic review of the mobility and hardship allowance, the
daily subsistence allowance and education grants. The system
should be compatible with the computer systems in the
organizations of the common system and its introduction
should be preceded by identification and quantification of
savings in terms of reduced staff and other costs that would
be effected as a result of automation (see para. 129).

I1. Detailed findings
A. Application of the Noblemaire principle

1. The principle

12.  Under article 10 of the ICSC statute, the Commission
is required to make recommendations to the General
Assembly on:

(@) Thebroad principlesfor the determination of the
conditions of service of the staff;

(b) Thescalesof salariesand post adjustment for staff
in the Professional category and above.

13. Theremuneration of staff in the Professional category
and above of the organizations of the United Nations common
system isbased on the Noblemaire principle. This principle
lays down that the salary scales and allowances for the staff
of the United Nations and the various specialized agencies
should compare favourably with those of the most highly paid
home and foreign services, due account being taken of the
special factors affecting service in the United Nations.
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2. Determining the comparator

14. A key task of ICSC is periodically to assess the
competitiveness of United Nations remuneration of staff in
the Professional category and above with that of the selected
comparator national civil service and to ascertain whether the
existing comparator continues to be the highest paid civil
service. At present, the comparator is the United States
Federal Civil Service.

15. In 1995, the ICSC secretariat conducted a
comprehensive study to assess the best paid civil service and
compared the total compensation package of the United States
and the German civil services. The study established that the
remuneration package of the German civil service was 110.5
per cent of that of the United States Federal Civil Service.
ICSC, however, reported to the General Assembly that
conditionsfor changing the comparator were not in place. In
the Commission’ s opinion, the study showed that the United
States Federal Civil Service net salary exceeded that of the
German civil service by 14 per cent when the cost of living
was taken into account, although the total compensation study
appeared to show Germany ahead of the United States of
Americabecause it had superior health and pension benefits.

3. Application of the principle

16. TheBoard noted that the ICSC secretariat used the total
compensation methodology in carrying out comparisons for
its last quinquennial exercise in 1995 to determine the best
paid civil service. However, when proposing salaries and
assessing the competitiveness of United Nations common
system salariesin relation to the United States Federal Civil
Service, the ICSC secretariat did not include the health and
pension benefits in their comparisons. The Board considers
that a total compensation basis would provide a more
appropriate comparison between the comparator’'s
remuneration package and that of the common system.

17. ThelCSC secretariat agreed with the Board that total
compensation methodol ogy was the most desirable method
for ng competitiveness of any remuneration system, but
stated that:

(@) The General Assembly had not made use of the
total compensation results presented by the ICSC secretariat
in the past;

(b) The United States Federal Civil Service had
dropped its own total compensation comparison programme
with its comparator, the United States private sector;

(c) The exercise would be extremely expensive,
difficult in practice, and would involve volumes of required
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data and there were political considerationsin applying the
methodol ogy.

18. The Board noted that the ICSC secretariat had not
evaluated and determined the cost effectiveness of the process
necessary for adopting the total compensation methodol ogy.
Since 1987, however, the ICSC secretariat had recognized
the usefulness and feasibility of the total compensation
comparison methodology and had alotted resources for
technical studies ontotal compensation, including expatriate
benefits. The ICSC secretariat informed the Board that a
change to the total compensation methodol ogy would require
the approval of the Commission and the General Assembly.

19. TheBoard also noted that during the 1980s, when the
ICSC secretariat had maintained a total compensation
approach, it had devel oped a computer programme that was
resident in a mainframe environment. The |CSC secretariat
had neither adapted that programme to the personal computer
environment nor had it prepared any strategy for possible use
of information technology for processing the data.

20. The Board recommends that the ICSC secretariat
make proposals to the Commission and the General
Assembly to establish a total compensation methodology
for assessing the competitiveness of the United Nations
common system salaries in relation to those of the
comparator.

4. Differential between the United Nations common
system and comparator remuneration (margin)

21. Tocompensatethe staff for the relatively lower stability
and security as compared with that in national employment,
the more limited prospects of promotion in an international
civil service and the additional expense and sacrifice involved
inliving away from their own country, that is, an expatriate
element, the General Assembly fixes the United Nations
common system remuneration at a level higher than the
corresponding level of remuneration in the comparator’s pay
structure. This difference is called the margin; a margin of
110 impliesthat the common system remuneration is 110 per
cent of the comparator’ s remuneration.

22. In 1985, the General Assembly approved arange of 110
to 120, with a desirable mid-point of 115, for the net
remuneration margin on the understanding that the margin
would be maintained at around this desirable mid-point over
aperiod of time. The margins for each grade since 1991 are
indicated in table 1.

Tablel
Margin for Professional staff
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United Nations/United States ratios after adjustment for
cost-of-living differential

1991 1992 1993 1994 1995 1996 1997

Cost-of-living

differential 110.1 1105 1164 1141 1155 115 115

Grade P-1 152.6 153.3 159.8 1344 1233 1243 1283
P-2 1329 1328 1327 1264 1183 1214 1303
P-3 122.7 1221 1196 1201 1137 1174 1232
P-4 116.3 1155 1117 1122 1026 1064 113.6
P-5 112.2 111.0 106.05 111.3 1020 1059 1130
D-1 109.1 107.9 1024 98.4 101.8 106.3 103.7
D-2 106.7 1054 100.1 99.5 97.1 100.7 1059

Margin reported to

the General

Assembly 1189 1176 1142 1130 1057 109.7%¢ 115.7°

2The General Assembly, however, approved a margin of 114, by adopting
“actual incumbency weights’, instead of the “equal weights” used by ICSC.

® Provisional; yet to be approved by the General assembly.

23. TheBoard shared the concern expressed by the General
Assembly, the organizations of United Nations common
system and staff representatives about the persistent
imbalance between the margin levels for different levelsin
the Professional category. The Board noted that the margins
at the higher levels had been eroded and were, sometimes,
even negative, whereas those at the lower levels reached
nearly 160 per cent in 1993 and were around 130 in 1997.

24. ThelCSC secretariat attributed thisimbalance in part
to acombination of the statistical techniques used to compute
margin measurements and to the use of certain grade
equivalencies.

25. The General Assembly approved the ICSC proposals
to modify the statistical techniques and to readjust the grade
equivalencies.

26. The|CSC secretariat also attributed the imbalance to
thefact that, at the lower grades, comparator salaries reflected
primarily clerical pay levels because of the comparator’s
uniform salary scales, which combined clerical and
Professional salary datato derive internal salary levels. The
ICSC secretariat expected that current imbalances would
remain largely unchanged as long as the existing methodol ogy
isapplied.

27. In its resolution 50/208 of 23 December 1995, the
Genera Assembly requested ICSC to examine the possibility
of partial phasing out of the expatriate elements of the margin
for staff with long service at one duty station, and asked that
the study be completed for submission to it at its fifty-first
session.

28. TheBoard a so analysed the movementsin the pay steps
at the various Professional levels since 1956, asindicated in
tables 2 and 3, in order to assess their impact on performance
incentive. The Board noted that the number of steps per grade
had continually increased over the years, as shown in table
2, whilethe value per step had gradually decreased, as shown
intable 3.

Table 2

Number of steps per grade

Grade 1956 1966-June 1990 July 1990

P-1 8 10 10

pP-2 9 1 12

P-3 10 13 15

P-4 10 12 15

P-5 9 10 13

D-1 6 7 9

D-2 1 4 6
Source: Note of the ICSC secretariat to ICSC (1CSC/42/11).

Table 3

Value of steps as a percentage of step 1

Grade 1956 1966-June 1990 July 1990

P-1 5.6 35 3.2

pP-2 4.2 2.9 2.6

P-3 3.2 2.8 2.4

P-4 3.0 2.5 2.2

P-5 2.9 21 1.9

D-1 4.0 2.3 1.9

Source: Note of the ICSC secretariat to ICSC (ICSC/42/11).

29. The ICSC secretariat pointed out that the horizontal
expansion has had little impact on improvement of salary
structures, asthe additional steps havetended to be cancelled
out by the smaller overall value of each step. The current
salary scale structures recognize more years of seniority but
each year carries alower incremental value than before.

11
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30. The Board noted that the present salary structures
tended to reward length of service and seniority rather than
merit. The ICSC secretariat agreed that the present salary
structure appeared to inhibit career development and
provided little incentive towards better performance.

31. TheBoard recommends that the ICSC secretariat
should address the problem of inter-grade differentials
for Professional staff in a manner that ensures that
margins at all grade levels are contained within the
prescribed limits.

B. Post adjustment issues

1. Methodology

32. Post adjustment isan amount paid to international staff
in the Professional category and above, in addition to base
salary, to ensure that no matter where United Nations
common system staff work at some 180 locations worldwide,
their take-home pay has a purchasing power equivalent to that
at the base of the system, at present New York. Post
adjustment is designed specifically to deal with relative
differences in cost of living. It does not take into account
hardship or hazardous conditions, which are dealt with by
separate provisions. ICSC is assisted by a subsidiary body,
the Advisory Committee on Post Adjustment Questions,
composed of statisticians of repute, which advises the
Commission on technical aspects and statistical methodol ogy.
The ACPAQ makes recommendations and advises the
Commission on post adjustment matters. It also reviews the
application of the survey methodology and the results of cost-
of-living surveys.

33. Thepost adjustment index for a given location measures
theliving costs of taff at that location vis-a-vis the base city
at a specific date. Thisis established by means of periodic
comparisons through place-to-place surveys between the base
city and other locations; such surveys could be household
expenditure surveys, housing surveys or price surveys. The
main components of the post adjustment index are (a) the “in-
areacomponent”, which relatesto living costs incurred in the
country of the duty station; (b) the rental/housing component;
and (c) the “ out-of-area component” relating to expenditures
that, although incurred while the staff member is at the duty
station, are expended outside the country, generaly in another
currency.

2. Assessment of spending patterns

34. For the purpose of determining spending patterns, the
| CSC secretariat conducts household expenditure surveys at
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headquarters duty stations and Washington, D.C., at eight
yearly intervals using a household expenditure questionnaire
distributed to selected United Nations common system staff.
The questionnaire seeks to collect detailed information on
household expenditures for about 250 items in the
consumption basket. The data on spending patterns of staff
collected from headquarters duty stations is used to compute
common spending patterns, which are also known as
“common expenditure weights’. These common expenditure
weightsare used at al 180 duty stations for determination of
post adjustment indices.

35. The present system of determination of post adjustment
indicesis dependent on survey response from United Nations
common system staff and adequate and reliable staff response
is essential for fair determination of the indices. The Board
examined the last household expenditure survey conducted
by the |CSC secretariat, which took placein 1990 at the seven
headquarters duty stations and at Washington, D.C., so asto
assess the methodology, practices, and results. The Board
observed that for determining spending patterns that will
affect a heterogenous mix of 18,000 Professionals at 180 duty
stations, the questionnaire was sent to 2,178 persons at 8 duty
stations, of whom 693 responded (i.e. a response rate of 32
per cent). The Board considers that thislevel of responseis
inadequate, as reflected from the level of sampling errors
referred to in paragraphs 37 and 38. The Board observed that
Geneva had the lowest response, with only 19 per cent of the
staff completing the questionnaires, followed by New Y ork
(24.5 per cent) and Paris (26.7 per cent), as shown in table
4.

36. The Board noted that the questionnaires used for
household expenditure surveys were lengthy and required
detailed information on expenditures to be provided by the
selected persons. The questionnaire for separation of in-area
and out-of-area weights required details of expenditures made
within and outside the country, broken down by currency for
the preceding month on items such as food, fruits and
vegetables, beverages, postal and telephone services,
recreation and household goods. Expenditure on clothing,
household furnishing, automobiles, medical care and
education was required to be provided broken down by
currency for the past 12 months. The Board considers that the
complex structure of the questionnaire compounded the
problem of low response considerably.

37. The Board also observed that although the ICSC
secretariat was facing a serious problem of low responsein
household expenditure surveys, it did not have an alternate
strategy to determine common expenditure weights
independently with reasonabl e accuracy. Although the ICSC
secretariat had fixed in advance an allowable level of
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sampling error of 2 per cent for each headquarters, that is, the
accuracy of the data collected would be within a range of plus
or minus 2 per cent, the actual sampling error was more than
5 per cent in respect of aimost all of the headquarters, as
shown in table 5. The sampling error for London was more
than three times the allowable limit.

38. Although the ICSC secretariat had decided at the start
of the surveysthat surveys with sampling errors above 5 per
cent would be discarded, it did not do so. The Board noted
that ICSC had decided that wherever alow response to the
family expenditure survey led to the collection of insufficient
data it would use the local weights used by the national
statistical authorities. The |CSC secretariat found that the data
from the national statistical officeswas not suitable and was
not used because it was either aggregated at the country level
rather than the city level or was based on a smaller sample
sizethan that used by ICSC. In the absence of sufficient data,
therefore, the |CSC secretariat had to redesign the sample by
combining data from all headquarters into one sample and
then post-stratifying it by grades (P-1-D-1), to overcome the
problem of large sampling errors for each of the headquarters.
The ICSC secretariat informed the Board that this approach
reduced the sampling errors to around 2 per cent. The Board
is concerned, however, that this sample design was not
consistent with the original sampling scheme.

39. The Board considers that the common expenditure
weights, which help compute the level of post adjustment,
were, therefore, determined by the |CSC secretariat in 1990
on thebasis of insufficient data, an unrepresentative sample
and a statistical methodol ogy that was not initially intended.
These weightswould continue to be in use until 1998, when
the next full place-to-place surveys would be due.

40. The Board recommends that the ICSC secretariat
develop a strategy to determine more accurately the
common expenditure weights, taking account of the
expected response rate. This strategy could incorporate
a mix of suitable options such as simplification of
guestionnaires; adopting the method of interviews in
preference to using self-administered questionnaires;
making use of data from national statistical offices with
necessary corrections on the basis of a test study; and
exploring the possibility of obtaining data from other
international employers.

3. Price collection surveys

41. In order to help determine the post adjustment, the
ICSC secretariat carries out price collection surveys every
four yearsto collect information on prices at stores and outlets
frequented by United Nations common system staff. The list

of outlets and stores surveyed is determined in consultation
with the staff representatives.

42. TheBoard considersthat more objective results would
be obtained if the ICSC secretariat widened the scope of its
survey. It recommends that, for the purpose of pricing
surveys, the ICSC secretariat devise strategies to identify
independently the outlets with high, moderate and low
prices, at headquarters and major duty stations away
from headquarters, with the assistance of local
Governments.

4. Determination of out-of-area expenditure
weights

43. The present system of determining post adjustment
recognizes that some portion of the net remuneration of the
Professional staff is spent outside the country of the duty
station. The components of expenditure that are treated as
out-of -area expenditure are primarily education of children
studying abroad; remittances to family members/support of
dependants abroad; expenses of private travel abroad in
connection with home leave and vacations, and items
imported directly by staff because of limitations of local
markets. The level of out-of-area expenditure at a particular
duty station is used to arrive at the out-of-area expenditure
weights for that station and, ultimately the post adjustment.

44. The out-of-area expenditure weights are determined on
the basis of data collected from staff through questionnaires
in household expenditure surveys. The weights range from
10to 30 per cent of the salary for headquarters duty stations
and up to 80 per cent of the salary at some field duty stations.
The single most important variable component of out-of-area
expenditure relates to items imported by staff because of
limitations of local markets. At most of thefield duty stations,
expenditure on durable goods such as furniture and househol d
appliancesis treated as out-of-area expenditure.

45. Normally, an increase in out-of-area expenditure
weights of aduty station with low post adjustment index has
the effect of increasing the post adjustment index of the duty
station and vice versa. The Board considersthat asin the case
of price collection surveys, more objective results will be
obtained if the ICSC widens the scope of its survey beyond
the staff.
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Table4
Response rate in household surveys 1990 at headquarters locations

Table5
Sampling errors for survey of household expenditure, 1990
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46. The Board recommends that the ICSC secretariat
also consider the feasibility of determining out-of-area
expenditure weights for different duty stations through
independent assessment, possibly with the assistance of
other international employers having expatriate staff, in
addition to information collected from United Nations
common system staff.

47. TheBoard noted that ICSC criteriafor determining out-
of-areaweightsfor headquarters duty stations have changed
frequently during the past 10 years. In some years, actual out-
of-area weights were used; in other years, a portion of net
salary was added to the out-of-area expenditure; and in yet
other years, headquarters duty stations with out-of-area
expenditure within a range were grouped and assigned a
common out-of-area weight. The ICSC secretariat informed
the Board that the revisions of the level of the weight assigned
to the out-of -area expenditure reflected policy decisions of
| CSC based on the result of in-depth studies.

48. The Board noted that these policy changes had a
substantial effect on the out-of-area weights for various
headquarters duty stations, which changed significantly, as
shown in table 6: whereas in 1990, each headquarters duty
station had an assigned out-of-area expenditure weight of 10
per cent of the base salary, by 1996, the level had increased
to arange of 22.35 per cent to 25.38 per cent at these duty
stations.

49. TheBoard considersthat although the actual out-of-area
expenditure may change, the policy approach for computing
this proportion of expenditure should not be subject to
frequent change. The Board recommends that the ICSC
secretariat establish a clear and durable policy for fixing
the out-of-area weights.

5. Equalization of purchasing powers

50. Themethodology used by the ICSC secretariat aimsto
equalize purchasing powers of staff at the duty stations only
at intervals of four yearswhen surveys are conducted and the
prices of duty stations are compared with the prices of the
base city, New Y ork. The Board noted from the results of 202
surveys conducted between February 1994 and March 1997
that at 20 duty stations the implementation of survey results
had led to an increase or decrease in the post adjustment
indices by over 10 per cent and at another 15 duty stations,
the difference was between 7.5 and 10 per cent. This
happened because in the period between the surveys no direct
comparisons were made with the base city. The in-area
portion of the post adjustment index of a duty station is
updated independently on the basis of the local consumer
price index in the country of the duty station.

51. TheBoard found that direct comparisons with the base
at shorter intervals are possible without having to increase
the frequency of surveys. In December 1991, the European
Communitiesintroduced a new method for calculating salary
purchase price parities, which is the equivalent of post
adjustment, to take care of asimilar problem. Moreover, in
July 1993, the coordinated organizations, comprising five
European international organizations, including the
Organisation for Economic Cooperation and Development
(OECD) and the North Atlantic Treaty Organization (NATO)
incorporated the European Communities system into their
salary adjustment system. In the new method of calculating
purchase price parities, for one third of the items in the eight
main expenditure groups a compl ete recalculation is carried
out every year by applying the data collected by the national
statistical officesunder the international comparison project;
the remaining two thirds of the items are updated by the
detailed international consumer price indices.

52. The Board recommends that the ICSC secretariat
examine the recent changes made by other comparable
international organizations and, if feasible, develop a
methodology to equalize the purchasing power more
accurately and more frequently with the base city.

6. Delay in implementation of survey results

53. The Board found that for duty stations away from
Headquarters where surveys are conducted through local
coordinating agencies the time lag between the month of
survey and the date of receipt of survey data in the ICSC
secretariat ranged between one to seven months during the
past three years. The time lag between the month of survey
and date of implementation of survey results ranged between
3to 10 months. Some illustrative cases are given in table 7.

54. The ICSC secretariat attributed the delay to the local
coordinating agencies and stated that it did not have any
enforcement facility under which the concerned United
Nations common system organization could be made to abide
by arigid time schedule for transmitting survey datato ICSC.
The ICSC secretariat further stated that it completed the data
processing and implemented the survey results within a
period of four months of receipt of survey material from the
duty stations.

55.  The Board recommends that the ICSC secretariat
put in place formal procedures binding upon the local
coordinators to collect, collate and transmit survey data,
with explanatory memoranda where necessary, and also
to ensure that survey results are implemented within a
minimum prescribed time-frame.
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Table 6
Out-of-area expenditure weights of headquarters duty stations?

2 Figures on out-of-area expenditure for 1986 could not be provided by the |CSC secretariat.

® Under fixed 10 per cent out-of-area policy.

¢ Actual out-of-areaweight policy.

4 Minimum 20 per cent plus 5 per cent of net base salary to account for non-consumption commitments.
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Table7

Implementation of survey results

Number of
months
between the Number of months Number of months
survey and between survey between receipt of
Survey date Period during which the ICSC receipt of Date of implementation and complete material
Country (1996) secretariat received the material material of survey results implementation and implementation
22 April-
Hungary March 20 August 1996 5 December 1996 8 4
26 November 1996-
Japan September 3 March 1997 6 April 1997 6 1
18 November 1996-
Kenya September 21 January 1997 4 February 1997 4 1
28 March-
Libyan Arab Jamahiriya February 16 September 1996 7 December 1996 9 3
3 May-
Mexico March 20 August 1996 5 December 1996 8 4
29 August-
Mozambique June 9 October 1996 4 November 1996 4 1
27 June-
Nigeria April 8 November 1996 7 December 1996 7 1
24 June-
Papua New Guinea May 21 August 1996 3 November 1996 5 3
2 May-
Qatar April 22 August 1996 4 December 1996 7 4
16 July-
South Africa May 4 October 1996 5 November 1996 5 1
9 January-
Swaziland November 22 April 1997 5 June 1997 6 2
8 November 1996-
Thailand July 21 January 1997 6 June 1997 6 1
13 January-
Ukraine August 5 June 1997 10 June 1997 10 0
1 August-
Viet Nam June 20 September 1996 3 October 1996 3 1
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7. Determination of a single post adjustment for
Geneva

56. There are some 3,500 Professionals in Geneva-based
organizations of the United Nations common system, of whom
about 70 per cent live in Geneva (Switzerland) and the
remaining 30 per cent in French border areas. Currently, the
Genevapost adjustment is determined on the basis of the cost
of living of the Professional staff residing in Geneva without
taking into account the cost of living of those Geneva-based
Professional staff who live in French border towns.

57. The General Assembly requested ICSC in 1993, and
againin 1995, to establish by 1996 a single post adjustment
for staff posted in Geneva, which would be representative of
the cost of living of all staff at the duty station and would
ensure equality of treatment with staff in other headquarters
duty stations. At the request of ICSC for more time, the
General Assembly extended this dateto 1 January 1998. The
ICSC secretariat engaged a consultant to carry out the
exercise. The consultant recommended a general model for
asingle post adjustment based on three main elements: prices
in Genevaand in French border towns; the proportion of staff
residing in Geneva and France; and spending patterns.

58. TheAdvisory Committee on Post Adjustment Questions
found this general model to be broadly appropriate, but
considered that a single post adjustment index on this basis
was not immediately achievable in view of operational
problems, data requirements and the need to base weights on
real expenditure patterns of the United Nations common
system staff. The Advisory Committee considered that the
preferred solution should meet the criteria of statistical
viability, smplicity and transparency and should be capable
of being implemented by 1 January 1998.

59. Based on an analysis of the monthly post adjustment
indicesfor 1996 for Geneva and Paris, the Board concluded
that the post adjustment element in the salary for Geneva was
47 per cent higher than that for Paris. This resulted in net
remuneration in the French towns bordering Geneva being
about 18 per cent higher than justified by the cost of living
in 1996. The Board selected Paris because there was no
survey data on the cost of living in the French towns
bordering Geneva. Since it would appear that the cost of
living in the border areas of France is lower than in
Switzerland, United Nations common system Professional
staff at Geneva, who live in neighbouring France, may be at
an advantage.

60. TheBoard took notethat |CSC had considered theissue
and recommended to the General Assembly inits 1997 annual
report that if the Assembly wished to adopt a single post
adjustment for Geneva, then Geneva-based organizations
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should be given time to revise the staff regulations concerning
the definition of the Geneva duty station to include the
neighbouring areas of France. ICSC also invited the General
Assembly to request it to carry out a study of the savings that
would be realized from the implementation of a single post
adjustment for Geneva. In view of the significant disparity
between the Geneva and French border towns, the Board
would encourage ICSC to seek an early resolution to this
matter.

C. General Service staff

1. Salary survey methodology

61. The conditions of service of General Service staff in the
organizations of the United Nations common system and their
salaries are determined in accordance with the Flemming
principle. This principle, which has been re- endorsed by
ICSC since 1982, states that the conditions of service for
locally recruited staff should be determined by reference to
the best prevailing conditions of service among other
employersinthe locality in order to remain competitive and
both attract and retain staff of a high standard; the conditions
of service, including both paid remuneration and other basic
elements of compensation, are to be among the best in the
locality, without being the absolute best.

62. To determine General Service salary scales, ICSC
currently conducts surveys of best prevailing conditions of
service for General Service and other locally recruited staff
at headquarters duty stations by obtaining, analysing and
comparing United Nations common system and external data.

63. Toobtainthe externa data, the ICSC secretariat surveys
employersregarded as the best in thelocal market and retains
some 20 as comparators. The Board noted that for
determining the differential or gap between the salaries paid
by the United Nations common system to General Service
staff and salaries paid by the comparator employersto their
employees, the ICSC secretariat usesthe statistical technique
known asregression analysis. It applies this technique at two
stages, firstly, to determine the average net salary by job for
example, typist, clerical staff and, secondly, to arrive at the
average net salary by grade.

64. The Board considers that as a degree of error is
introduced each time the regression technique is applied, the
use of double regression is likely to alter the actual gap
existing between the United Nations common system salaries
and the salaries paid by the 20 best employers in the local
market.



A/52/811

65. The Board noted that the ICSC secretariat uses the
interpolated 75th percentile method for determining average
salaries in respect of each grade, that is, it uses the 75th
percentile method in conjunction with the regression
technique. According to the 75th percentile method, assuming
that comparators have 100 employeesin ajob, United Nations
common system organizations should give the salary of the
75th person (when salaries are arranged in ascending order)
to their employees of the equivalent job. Some United Nations
common system organizations had pointed out to ICSC that
the use of the regression technique produced anomalous
results, increasing the average salary per job when arelatively
poorly paying employer with alarge staff was included in the
employers surveyed. The Board found that this anomaly as a
result of use of the regression technique for determining the
75th percentile salaries.

66. This assumed importance in the light of the ICSC's
1997 decision that at least 25 per cent of the employers
surveyed should be from the public sector, including the
national civil service, in order to cover the local economic
sectors better. Since public or government sector employers
generaly pay lower salaries and have large staff numbers, the
Board concluded that the current methodol ogy was prone to
cause undue distortion in the General Service salary scales.
The ICSC secretariat considered, however, that any
methodology employed could always produce anomalous
results.

67. The Board recommends that the ICSC secretariat
review the use of the regression technique for determining
the 75th percentile and make suitable modifications in
the methodology so that it does not produce the anomaly
of increasing the average salary per job when a relatively
poorly paying employer with a large staff is included in
the employers surveyed.

2. Determining General Service salary scales by
grade

68. Indetermining General Service salary scales by grade
at headquarters duty stations, ICSC used the regression
methodol ogy to smooth out the differentials between grades.
The Board noted, however, that the ICSC secretariat does not
employ this technique at duty stations away from
headquarters, and abandoned it in 1994 for determining
Professional salary scales because it resulted in a distortion
of the salary ratios at individual grades. The Board also
observed that the use of regression produced considerable
differences in the General Service salary scales, by grade,
between the United Nations common system and the
comparators. Table 8 showsthe difference by grade between
United Nations common system salary scales and those of the

comparators, using both regressed and unregressed
techniques for Montreal, New Y ork, Rome and Geneva.

69. The Board recommends that, in view of the
experience in the case of the Professional category, for
which this technique was abandoned in 1994, the ICSC
secretariat study the effect of the regression technique on
General Service salaries at various duty stations over a
period of time and discontinue the use of the technique
if it affects final results significantly.

70. The General Service salary survey methodology at
headquarters duty stations requires that 20 employers be
selected as comparators, that they should be within
commuting distance of the duty station and should each have
100 or more clerical/support staff. In addition, the
methodology requires that ICSC determine the General
Service salary scales by using the 75th percentile method.

71. The Board noted that this methodology does not take
account of deviationsin the local |abour market conditions
in the various headquarters duty stations.

72. The Board examined three of the seven headquarters
duty stations: Geneva, New Y ork and Paris. The Board found
that, based on the decisions of the Commission, the ICSC
secretariat had followed an approach different from the agreed
criteria at these three duty stations:

(@) Geneva

(i)  Only 16 employerswere selected as comparators
instead of the minimum of 20 employers prescribed in
the methodol ogy;

(ii)  Fiveof them had lessthan 100 staff each. One had
only 23 office staff;

(b) New York

For the Trades and Crafts and Security Service
categories:

(i) Only 11 instead of 20 employers were selected

as comparators for the Trades and Crafts category;

(ii) For each of the two categories, two of the
comparators were from a location not within
commuting distance of New York. A 15.5 per cent
adjustment in the net salary was made on account of
cost-of-living differential between the two locations;
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Table 8
Difference by grade between United Nations Common system salary scales and those
of the comparators

Percentage difference between average Percentage difference between
of comparators and ihe United Nations T bomparators and the

andyear ofsurvey | Grade dliferent grades e e prader V" etem fof the grade:
Montreal 1993 GS1 — — 8.40
GS-2 4 -2.80 4.60

GS-3 12 +12.50 1.00

GS-4 43 -5.50 -2.60

GS-5 113 -4.70 -6.00

GS-6 69 -11.60 -9.30

GS-7 44 -13.40 -12.50

GS-8 33 -13.00 -15.50

GS-9 — — -18.50

New York 1995 GS1 — 2.88
GS-2 — 3.08

GS-3 629 5.78 3.28

GS-4 1324 2.87 3.49

GS-5 1023 -0.48 3.69

GS-6 784 6.03 3.89

GS-7 302 — 4.10

Rome 1994 GS1 49 17.28 7.50
GS-2 268 9.14 5.40

GS-3 536 3.76 3.40

GS-4 608 -2.16 1.40

GS-5 501 -3.36 -0.60

GS-6 265 2.46 -2.50

GS-7 57 7.75 -4.40

Geneva 1995 GS1 — — -6.48
GS-2 104 9.74 -6.73

GS-3 624 -10.27 -6.98

GS-4 1284 -6.94 -7.23

GS-5 1209 -8.17 -7.48

GS-6 940 -6.58 -7.73

GS-7 372 -8.19 -7.98

@ A positive figure jndicates that the comparator salary is higher. L .
(c) For the Security Service category, awe@?{ted sgpa/\nargar[ er than application of the 75th percentile, in view

arithmetic mean was used to determine outside average of the small number of employers;
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(d) Therequirement that at least one quarter of the
surveyed employers should provide data for a particular job
to be retained was relaxed in the case of the Trades and Crafts
category.

(c) Paris
(i) Only 17 instead of 20 employers were selected
as comparators;

(ii) The staff did not participate in the last survey
conducted in 1993, in part because the methodology did
not take care of the local situation.

73.  Whilethe Board recognizes the benefits of maintaining
a common basic methodology, it is concerned that the
significant number of recurring exceptions that the ICSC
secretariat caters for on an ad hoc basis leads to an
inconsi stent application of the agreed, basic methodology.

74. TheBoard, therefore, recommends that the ICSC
secretariat review the basic methodology and modify it
to take account of local labour market conditions, as well
as the recurring problems, such as low employer response
rate and insufficient numbers of employers, at the duty
station.

3. Treatment of pension and other social benefits in
salary setting

75. The Board noted that, although the ICSC secretariat
currently collectsdataon social aswell as monetary benefits
at the time of General Service salary surveys conducted at
different headquarters duty stations, the present methodology
does not assess the value of important social benefits such as
pension, health insurance, life insurance and annual leave
provisions, which have amaterial financia impact on the total
compensation package.

76. The Board noted that contributions made by
organizations of the United Nations common system and local
employers to the pension and other social benefits schemes
for their employees differ quite significantly at most of the
headquarters duty stations.

77. The Board noted that the ICSC secretariat put
considerable effort into assessing the value of a number of
non-cash and fringe benefits such as subsidized cafeteria, low
interest loans, subsidized recreational facilities and parking
facilities and factoring those values into the salary scale on
the basis of their cost to the employer. In addition, while the
| CSC secretariat used data on socia benefits (pension, health
insurance, lifeinsurance and leave benefits) in reviewing the
overall conditions of employment at a given duty station, it

did not take those datainto account in the construction of the
salary scale.

78. TheBoard considersthat exclusion of important social
benefits such as pension, health insurance and life insurance
inthe establishment of General Service salary structures was
against the spirit of the Flemming principle and resulted in
overcompensation at some duty stations and
undercompensation at others.

79. ThelCSC secretariat considered that such an approach
would lead to creation of local benefit schemes and would
require detailed actuarial studies. The Board considers,
however, that the need for creation of local benefit schemes
would not arise, just as it had not arisen for benefits such as
bonus, sharing of profits and loan facilities.

80. The Board recommends that the ICSC secretariat
compare and quantify the difference in pension and other
social benefits of the United Nations common system and
the comparator employers for determination of salaries.
The ICSC secretariat should also examine the use of the
“cost to employer approach” and consider factoring that
cost into the salaries, as is already being done in the case
of non-cash and fringe benefits.

8l. To gather the necessary information from the
employers, the ICSC secretariat sends a detailed
questionnaire requesting information on salaries and
conditions of service of General Service equivalent staff. The
ICSC secretariat considers that the detailed nature of the
questionnaire discourages some employers from responding
and, therefore, proposes to make optional the completion of
guestions on pension, health insurance and other social
benefits, since those elements do not currently affect the
determination of pay scales. The Board considers that as the
Flemming principle requires comparison of all conditions of
service, including pension and other social benefits, the ICSC
secretariat should find alternative ways of encouraging
employers to respond to the questionnaires.

4. Interim adjustment

82. In the period between the comprehensive surveys,
salaries at headquarters duty stations are adjusted either on
the basis of an appropriate wage index or aprice index or a
combination of the two.

83. The Board examined the interim adjustment used for
each of the Headquarters duty stations and the salary
movements from successive surveys at Geneva, London,
Montreal, New Y ork, Paris, Rome and Vienna. The Board
observed that:
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(@ In most places three price indices — consumer,
wage or a combination of the two — were variously used for
interim adjustment;

(b) The indices used were not producing salary
movements that could be confirmed by successive salary
surveys,

(c) Inthelast round of surveysthere were negative
adjustmentsin all but the New Y ork and Rome duty stations.

84. The Board considers that the wage index is the most
appropriate of the three options; the ICSC secretariat stated
that this was not always readily available for the particular
geographical areaor for the relevant economic sectors.

85. The Board further considers that the indices selected
should also be able to produce salary movements that are
capable of being validated by the subsequent comprehensive
salary surveys. According to the ICSC secretariat, however,
such a check could not be done because of incomplete or non-
existent data.

86. Concerning the question of negative adjustments, the
Board considers that these indicate possible
overcompensation in preceding years. The ICSC secretariat
stated that the negative adjustments were more reflective of
the general economic declinein the early and mid-1990s; in
Montreal, for instance, some employers had frozen salary
levels for several years, whereas common system staff had
continued to receive increases. Other factors could have been
a change in comparator employers, since high-paying
employers previoudy used had undergone downsizing or had
moved out of the duty station.

87. Inview of theimportance of the interim adjustment and
of the need for avoiding over/under compensation, the ICSC
secretariat introduced the option of a mini-survey in the
methodology to be applied at the specific request of the duty
station. The Board appreciates the introduction of the mini-
survey mechanism and recommends that the option to
apply it rest with ICSC and its application should be
based on set criteria, keeping in mind the cost aspects.

D. Determination of allowances

88. ICSC isresponsible for the determination of rates of
allowances for the dependency and language incentives for
staff in the Professional category and above, mobility and
hardship, education grant, home leave, daily subsistence
allowance, repatriation grant and termination indemnity.
ICSC aso hasthe general responsibility to establish policies,
formulate guidelines and make recommendations for
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allowancesthat are determined by the General Assembly. The
Board reviewed how the ICSC secretariat set three of their
allowances: mobility and hardship alowance, daily
subsistence allowance and education grant.

1. Mobility and hardship allowance

89. The mobility and hardship scheme was introduced in
July 1990 to encourage mobility between duty stations and
to compensate for the degree of hardship experienced by staff
assigned to difficult duty stations. It provides for the mobility
and hardship alowance, which is a non-pensionable
allowance and consists of three elements, namely, hardship,
mobility and non-removal. The level of hardship is
determined by means of a questionnaire, which assesses
health, security, climate, housing, isolation, local conditions
and education. The mobility element applies to staff with five
consecutive years of service and depends on the number of
assignments the staff member has held and the category of
duty stations. The non-removal element distingui shes between
staff who receive a full household removal and those who
receive alimited shipment of personal effects. The mobility
and hardship allowance for a staff member is calculated by
assigning set percentage points for each of the three elements.

90. The Board noted that the ICSC secretariat applies
predetermined percentages to the base salary, instead of the
net remuneration (i.e. the sum of the net base salary and the
post adjustment). In real terms, the existing system yielded
different levels of mobility and hardship allowance at different
duty stations having similar hardship classification. The ICSC
secretariat stated that linking the mobility and hardship
allowance to the net remuneration would introduce a cost-of -
living component into the equation for determining mobility
and hardship allowance, which was conceptually at variance
with the scheme; it also pointed out that the current
linkage/adjustment mechanism was modelled on the
comparator.

91. TheBoard aso noted that the operation of the scheme
resulted in some organi zations of the United Nations common
system experiencing difficulty in mobility of the staff from
field to headquarters duty stations.

2. Daily subsistence allowance

92. Daily subsistence allowance is a payment for travel
expenses on initial appointment, on change of duty station,
on separation from service, for travel on official business, for
home leave travel and on family visit or education grant, if
applicable. The |CSC secretariat carries out an annual review
of daily subsistence allowance rates on the basis of
information provided by the organizations on room and meal
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pricesin each country. ICSC also reviews daily subsistence
allowance rates in the interim during the course of the year
when there are currency changes and whenever information
provided by the organizations on individual countries or areas
may call for an update.

93. Since 1990, the |CSC secretariat has provided for field
visitsto serve asinformation collection and review missions
so asto ascertain the appropriate application of the existing
daily subsistence allowance guidelines. The Board noted that
no specific mission had been carried out since 1991 for daily
subsistence allowance, for reasons attributed by the ICSC
secretariat to competing priorities and resource constraints.

94. TheBoard reviewed the process of datainput, selection
and analysis for one country. The Board found that the
selection of the hotels was made without any well documented
criteria. There was lack of uniformity in calculating the
average meal costs in Rome, Geneva and New Y ork. The
computer programme also required improvement; for
instance, in some cases the local currency amount changed
significantly asaresult of rounding off or some programming
error; those errors had to be corrected manually later on. The
Administration has subsequently informed the Board that the
required improvement in the computer programmes has now
largely been accomplished.

3. Education grant

95. While endorsing the new methodology on education
grant in December 1992, the General Assembly had requested
ICSC to report in 1996 on the operation of the education grant
on the basis of the revised methodology, taking into account
the views of Member States on the matter. The Board noted
that this was deferred until 1997 owing to competing
priorities; at that time the ICSC secretariat was unable to
estimate the impact of some of its proposal s because all the
necessary data were not available.

96. Under the new methodology, a different approach has
been adopted, whereby the grant is expressed in the United
States dollar and 16 other local currencies and |CSC would
consider separate local currency ceilings within the United
States dollar area. Since 1992, the ICSC secretariat was
required to collect data systematically, on tuition fees and
other major elements of expenditure at schools in regional
office locations. The Board observed that there had been
limited progress in this area and that the methodol ogy was yet
to address the issue of the treatment of boarding costsinits
entirety. The Board observed that the maximum allowable
expenses provided for both tuition and board. Consequently,
any increases in tuition feesin many duty stations reduced the
amount available for boarding. Moreover, tuition fees and

costs for boarding move at different rates; at many duty
stations, the latter moves faster. To overcome that problem,
the ICSC secretariat recommended to the Commission in
March 1997 that adjustmentsin the flat rate for boarding be
linked to movementsin the consumer price index. The ICSC
secretariat has also proposed to the Commission that the
additional flat rate may be adjusted on the same date and by
the same percentage as the normal flat rate.

97. TheBoard urgesthe ICSC secretariat to undertake the
review on the education grant scheme expeditiously; that
review should address the treatment of boarding costsin its
entirety.

E. Personnel policy issues

98. Under its statute, ICSC is required to advise the
organizations of the United Nations common system on
specific personnel policy issues, including standards of
recruitment, career development, training, job classification
and evaluation of staff. The Board reviewed the work done
on standards of recruitment, career development and training
and gender balance.

1. Standards of recruitment

99. Prior to 1989, the ICSC secretariat regularly monitored
the level of adherence to and consistency in the application
of the Commission's decisions, recommendations and
requests relating to standards of recruitment by the
organizations of the United Nations common system. The
Board noted that, since 1989, the ICSC secretariat had only
once, in 1993, reported to |CSC on this matter.

100. In 1994, ICSC examined an analysis prepared by the
Consultative Committee on Administrative Questions of
recruitment and retention difficulties and noted that the
Consultative Committee had established a substantial
database on recruitment and turnover rates. Although it
considered that this provided a good baseline against which
future analyses could be compared and trends established,
ICSC found difficulty in interpreting the turnover rates in the
absence of norms. The Board noted that the |CSC secretariat
had discussed these issues with the secretariat of the
Consultative Committee on Administrative Questions, but had
not taken steps to address, from a policy angle, the various
difficulties in recruitment and retention brought out in the
Consultative Committee’s 1994 study.

101. ThelCSC secretariat considered that the Consultative
Committee on Administrative Questions was responsible for
analysing and updating the data. The Board recommends that
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the |CSC secretariat further review the information obtained
from the Consultative Committee's 1994 study in order to
develop apolicy for overcoming recruitment and retention
difficulties.

2. Career development and training

102. The Board considers that, since 1986, the ICSC
secretariat has adopted a piecemeal approach to career
development and its activities have focused on specific
aspects of promotion and training. Although the General
Assembly had endorsed the ICSC proposal to follow an
overal approach to career development, this has not yet been
achieved by the |CSC secretariat.

103. ThelCSC secretariat explained that it had had to divert
resources to other priorities, such as performance
management, the reviews of the mobility and hardship
scheme, appointments of limited duration and grade
equivalency, and that while it had not addressed the subject
of career development per se, it considered that all of its work
had implicationsfor the careers of international civil servants.

104. The Board recommends that the ICSC secretariat
reactivate its work towards an overall approach to career
development as endorsed by the General Assembly.

3. Gender balance and status of women in
employment with organizations of the United
Nations common system

105. In December 1990, the General Assembly expressed
concern at the dow and uneven progress in the organizations
in the implementation of earlier requests and
recommendations on the status of women and invited ICSC
to examine specific and practical steps to translate
recommendations and requests into action and to report
thereon to the Assembly at its forty-seventh session. The
|CSC secretariat informed the Board that in response to that
request, aworking group had been established and had done
substantial policy work on the status of women in 1992. The
Board noted that the General Assembly appreciated that work
and requested ICSC to continue to report on aregular basis.

106. ICSC informed the General Assembly that the
Commission would, starting in 1994, consider progress
reports on the status of women in the common system,
including statistical data, on abiennial basis. The Board noted
that between 1994 and 1996 the ICSC secretariat neither
followed up, nor enabled ICSC to monitor and report on the
status of women in the common system.

107. The Board was pleased to note that the matter has been
considered by ICSC in July 1997. Notwithstanding this, the
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|CSC secretariat informed the Board that it planned to report
on the status of women as part of its work programme for
1998. The Board is concerned, however, that the ICSC
secretariat did not undertake the biennial reviews as requested
by the General Assembly. The Board recommends that the
ICSC secretariat finalize and submit the progress report
on the status of women without further delay.

F. Resources and responsibilities of the
secretariat of the International Civil
Service Commission

108. Theresources of the ICSC secretariat as budgeted for
the biennium 1996-1997 and its main responsibilities are as
shown intable 9. The central administration services for the
Secretariat are provided by the office of the Executive
Secretary, with five General Service category staff; another
two General Service staff are assigned as personal assistants
to the Chairman and Vice-Chairman.

109. An expenditure of $10.91 million was approved for
|CSC for the biennium 1996-1997. The major expenditure
of ICSC (over 70 per cent) is on staff costs of the ICSC
secretariat.

110. The Board noted that there had been slippages in the
delivery schedules of important assignments mandated by
ICSC and the General Assembly. The ICSC secretariat
informed the Board that slippages were not aways
attributabl e to the shortfall in resources; in many instances,
the work programme had changed drastically as a result of
unanticipated requests from the Assembly, resulting in certain
planned studies, shown in the programme budget, being
postponed. The ICSC secretariat also stated that some of the
planned studies had not been undertaken by it not because of
lack of resources in the ICSC secretariat but because of
limitations on the capacity of the Commission to place those
matters on its agendas.

1. Workload indicators

111. Upto 1987, the| CSC secretariat informed |CSC, while
submitting its programme budgets, of details on three specific
areas of its activity during the preceding year, by
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Table9

Resources and responsibilities of the secretariat of the International Civil Service

Commission

Resources
Division Professional General Main responsibilities
Service

Cost of Living Division 10 12 Classification of duty stations for the purpose
of applying post adjustments.

Salary and Allowances Division 6 4 Salaries and allowances and conditions of
service of staff; post adjustments for the staff
in the Professional and higher categories,
staff assessment; and travel.

Personnel Policy Division 4 2 Job classification standards; recruitment;

training; evaluation of staff; common staff
regulations; mobility and hardship scheme;
and hazard pay.

means of workload indicators. These related to meetings
attended, documents produced and surveys conducted by the
ICSC secretariat, and could be linked, directly and
comprehensively, to the resources to be allocated
(work/months and travel costs of the ICSC secretariat) for
those three areas. This was an effective evaluating tool for
|CSC to compare planned activities of the |ICSC secretariat
with actual achievementsand delivery. The ICSC secretariat
discontinued the practice after 1987 on the grounds that the
previous budget documents covered a small percentage of
actual resources allocated to the ICSC secretariat and might
give amideading picture if used to assess the resource needs
of the secretariat. The Board noted that the decision to
discontinue the practice after 1987 did not have the formal
approva of the Commission nor had such approval been
sought by the ICSC secretariat from it. Data on workload
indicators had not been maintained by the ICSC secretariat
since 1988.

112. The Board considers that the discontinuation of
preparation and submission of workload indicators has
deprived both the ICSC secretariat and ICSC of avaluable
monitoring and evaluating tool. The Board recommends
that the workload indicators be re-established.

2. Rationalization of resources

113. At the request of the General Assembly, ICSC
undertook a comprehensive review in 1989 of the
methodology for determination of post adjustments. As a
result of the review, which was implemented from 1990, two
major changes were introduced in the survey methodol ogy:
(a) the size of the consumption basket was reduced from 900
items/sub-items to less than 250; and (b) instead of duty

station-specific consumption patterns, common expenditure
weights based surveys at seven headquarters duty stations and
Washington, D.C., were adopted. As a result, surveys for
determining spending patterns were required only at seven
headquarters duty stations and Washington, D.C., as
compared with over 180 stations earlier.

114. The Board noted that this reduced the volume of survey
datato be collected and processed by the | CSC secretariat and
the data-processing workload of the Cost of Living Division
as compared with what prevailed prior to 1990. In addition,
since 1995, the ICSC secretariat has contracted out the
collection of rent data in respect of 21 group-1 duty stations,
including 7 headquarters duty stations, at a cost of over
$13,000 during 1995-1996. The ICSC secretariat had
reduced its strength by 1 Professional and 1 General Service
staff member from the biennium 1994-1995 from its
resources of 11 Professional and 13 General Service staff.

115. The Board noted that the ICSC secretariat did not have
well-defined staff norms, related to specified items of work,
and work programmes only showed staff resources
(work/months) by activity. The Board considers that the work
programmes of the various functional divisions of the
secretariat should be more focused, in particular concerning
mapping of the targets, achievements and resources.

116. The Board recommends that the ICSC secretariat
prepare well-defined staff norms directly related to the
workload for each item of work so that resource
requirements can be established.

117. TheBoard also considersthat delay and postponement
of approved programmes should be brought to the notice of
ICSC, the General Assembly and governing bodies of
organizations. Inthis respect, the Board was pleased to note
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that the ICSC secretariat was in the process of establishing
a database consolidating all information available and the
need to update the database on an ongoing basis to enhance
its monitoring and reporting capabilities.

3. Information technology applications

118. The working of the ICSC secretariat is information-
intensive. It needsto access, collect, collate and analyse data
from very diverse sources, in a timely, efficient and cost-
effective manner in order to be able to discharge its
operational responsibilities. This can only be done through
an integrated management information system in a
computerized environment within the |CSC secretariat.

119. The Board noted that ICSC did not have a central
database with information on the number of personnel with
their grades and remuneration in each organization of the
United Nations common system. This impeded the ability of
the ICSC secretariat to discharge its responsibility relating
to coordination and regulation of conditions of service of
common system personnel. The variety of information systems
existing within the organizations of the common system and
the lack of a cohesive database related to human resources
datafor the system prevented the secretariat from readily and
accurately computing the resource implications of any
proposed changes in the rates of pay and allowances.
Whenever any issue was addressed on acommon system-wide
basis, obtaining even the most basic data from all of the
organizations of the system involved extensive time and
resource requirements. Whenever the required data were not
available within the computerized database of the
Consultative Committee on Administrative Questions, the
ICSC secretariat had to develop a hard copy questionnaire
specifically for each data need.

120. The ICSC secretariat informed the Board that the
database on salary and allowances in the organizations of the
United Nations common system was currently the
responsibility of the secretariat of the Consultative Committee
on Administrative Questions and much of the information
required for particular studies was not available to the ICSC
secretariat. The |CSC secretariat felt that akey improvement
that would assist in the formulation of human resources
management policy would be the development of a
comprehensive and interrelated information system covering
all common system organizations and linking the current
Consultative Committee on Administrative Questions
database information to payroll databases.

121. The Board recommends that the ICSC secretariat
establish a personnel database with regard to the
organizations of the common system, with comprehensive
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data on staff deployment and their salary and allowances
in respective grades, using the database of the secretariat
of the Consultative Committee on Administrative
Questions as appropriate.

122. The Board found that the computer operations of the
ICSC secretariat had a lot of scope for improvement; they
were at present restricted to data processing. Computerization
had been need-based, piecemeal and ad hoc. Some of the
programmes had been developed in-house by afew systems
personnel attached to the Cost of Living Division and
sometimes, by piecemeal contracting to outside consultants.
The Board considers that the alocation of the system
coordination and system administration to one of the
divisions, rather than to a central facility, militates against the
concept of system-based controls. The ICSC secretariat
proposed to allocate this function to the Office of the
Executive Secretary from the biennium 1998-1999. The
Board a so noted that the computer programmes, which were
operational in various divisions, had no audit trails built into
them. In addition, there were no process manuals. The Board
considers that these deficiencies affect the integrity of the
output.

123. Intheabsence of an adequate computer system, the Cost
of Living Division uses manual methods for data Collection.
Data is captured by completing complex and lengthy
guestionnaires, through pricing agents and targeted staff of
organizations of the United Nations common system. Central
consolidation of data collected worldwide, its manual
transcription onto the database by data entry operators and
subsequent processing are time-consuming and costly and
involve duplication of effort. The Board considers that the
ICSC secretariat could enhance the efficiency of operations
of the Division at affordable cost by introducing an integrated
computerized system for data collection, transmission and
processing. Thiswill have the following advantages:

(@) Cost of surveyswill be reduced. There will be no
need for printing questionnaires and pricing forms, resulting
in savingsin the cost of distribution of survey material to the
field duty stations;

(b) Faster transmission of datafrom field duty stations
to the ICSC secretariat and on-line data processing would
allow more time for managers of the Division to handle other
priority tasks. Most significantly, it would result in timely
implementation of survey results;

(c) Separate dataentry at the ICSC secretariat would
not be necessary, resulting in savingsin staff costs.

124. In the determination of the mobility and hardship
allowance, the Board noted that the information technology
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application was limited to maintenance of a database of
hardship duty stations, which did not include the relevant
costing data.

125. Inthe determination of daily subsistence allowance, the
Board noted that the use of computerization was ad hoc and
the controls were personalized, need-based and manual. The
|CSC secretariat informed the Board that it was examining
the feasibility of the UNDP data transmission/communication
system (the Higgins system) for collecting data on-line
electronically. The |CSC secretariat expected that all aspects
of daily subsistence allowance would be fully computerized
and operational by October/November 1997 and it hoped to
conduct the annual daily subsistence allowance review in
1998 electronically.

126. The Board noted that in the determination of education
grants, the ICSC secretariat was constrained by the lack of its
own database and was compelled to rely on the Consultative
Committee on Administrative Questions for necessary inputs.
Most of the information inputs are required to be received
from the organizations of the United Nations common system,
but the computer systemsin ICSC were not compatible with
the systems in the common system.

127. TheBoard considers that improvement in information
technology applications would give the ICSC secretariat more
time to address the core issues adequately. The Board
considers that introduction of a computerized integrated
management information system would not only improve the
operational performance of the ICSC secretariat, but would
also improve the exchange of information between the ICSC
secretariat and the organizations of the United Nations
common system.

128. Integration of management information requirements
and use of appropriate technology to meet them would require
acomprehensive business process re-engineering within the
secretariat, after review by system experts in active
participation with the top management team of the ICSC
secretariat. Thiswould entail: (a) appropriate organizational
changes; (b) change of job profiles suitable to new system
user requirements; (c) development of process manuals; and
(d) rationalization of staff resources. The Board considers that
such re-engineering may have an impact on the level of
resources of the |CSC secretariat.

129. The Board recommends that the ICSC secretariat
introduce a computerized integrated management
information system in active coordination with
organizations of the United Nations common system with
a view to improving the current procedures for data
collection, transmission and processing. This should also
be used for periodic review of the mobility and hardship

allowance, the daily subsistence allowance and education
grants. The system should be compatible with the
computer systems in the organizations of the common
system and its introduction should be preceded by
identification and quantification of savings in terms of
reduced staff and other costs that would be effected as a
result of automation.

4. Consultative process

130. Theconsultative processis an important aspect of the
activities of ICSC. The Board found, from its interaction with
the Consultative Committee on Administrative Questions and
the Federation of International Civil Servants' Associations
and from a study of reports and responses on the subject, that
the consultative process had virtually broken down. One
indicator of thiswasthe increasing involvement of the ICSC
secretariat in staff litigation, which strained its limited
resources.

131. The Board recommends that the ICSC secretariat
help the Commission to take a renewed lead in restoring
constructive dialogue.
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