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COST-OF-LIVING ADJUSTMENTS 

(Questions of Principles to be applied) 

The question of cost-of-living adjustments cam© before the Board for the 

first time at its first session when it approved ¿ staff rule providing that 

staff members whose official station is at an office other than headquarters 

shall Ъе eligible for or subject to a cost-of-living adjustment in respect of 

the difference^ plus or minus
}
 vhich may exist between the cost of living in the 

area of his official station and the area of headquarters. The Bpard then also 

approved the principle that such adjustment should not Ъе made where the 

difference vas less than 10^. 

This provision^ which is still in force； has since been applied at the 

various offices outside headquarters whenever a cost-of-living survey showed that 

an adjustment of at least lOf： vas appropriate. 

2, The UN Committee of Experts on Salary^ Allowance and Leave Systems, in their 

report''" recommended that an adjustment of plus or minus 10% should be the smallest 

to be applied^ and that as a general rule larger adjustments than those should be 

established in multiples of 10*. They recoimended further that since a 

proportion of salary will normally be expended in the home country and part will 

go into savings
;
 any adjustment which, under evidence, is clearly justified should 

Ъе applicable only to 75f of the salary. 

WHO has been applying this latter principle in its adjustments, as has the 

United Nations during the past year. 
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3 . The question of cost-of-living adjustments came under review again at the 

seventh session of the Board (January 1951) following the adoption by the Ш of 

a- yjo minus differential applicable to the salaries of the UN staff in Geneva,, 

The Board, vhilst desirous that WHO should act in accord with the UN on this 

matter^ felt that it was essential that any salary differential should Ъе based 

on firm and objective evidenoe and it decided, therefore； that the Secretary-

General of the UII be requested to arrange for an immediate joint survey of the 

cost-of-living in Geneva. Ponding the results of this joint survey the Board 

decided not to apply the % minus differential to the staff of W H O ,
1 

扛。 The question of cost-of-living differential vas considered at the beginning 

of May I95I by the Administrative Coimittee on Co-ordination, composed of the 

chief executive officers of the-UN and specialized agencies• It was agreed at 

that meeting that the agencies which had accepted or were about to accept the 

new salary plan recommended by the Oonnnittee of Experts on Salary, Allowance 

and Leave Systems, "should aim at uniformity of its application； and that this 

principle involved the application of salary differentials on a uniform basis 
p 

vhere found justified.
n

 . Tha representatives of the specialized agencies at that 

meeting pointed out that "the decision of tha General Assembly of the UN to 

apply a minus differential to the Ш staff stationed in Geneva , •
 P
 had produced 

、 * “ 4 . . . 

a result vhich is unsound and. inequitable； viz, salaries in Geneva had been 

reduced in contradiction to the last available Ш comparative cost-of- living study 

for Geneva and Nev York,” These representatives considered "that the application 

of the salary differential should Ъе based upon variations of the cost of 

living - if such variations proved to Ъе important enough - in the region 

affected and not solely upon variations in the cost of living in Nev York City, 

If the Ш cannot^ as the principle of uniformity vould require^ deal vith 

variations of the cost-of living in its headquarters area by means of an 

appropriate cost-of-living allowance； it is not a satisfactory remedy to impose 

on staffs stationed elsewhere a differential vhich is illogical and vhich 

represents penalization of such staff； not having Ъоеа based upon variations of 

the cost-of- living in their respective areas." 

1
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The. ACC further re-affirmed the view it expressed at a previous session 
,f

that adjustments should Ъе envisaged whenever the cost-of-living index shows a 

variation of at least 10实，(but not in the.case of any smaller variation) as 

recommended Ъу the UN Coiamittee of Experts on Salarj^ Allowance and Leave 

Systems•
n

 • 

5. The Fourth Health Assembly, after considering the resolution adopted by 

the Executive Board at its sovcnth GC3síon
>
 aáoptaá the folloving resolution: 

"The Fourth World Health Assembly； 

Having considered the problem of the minus salary differential 

which is applied by the United Nations to the salaries of staff stationed 

in Geneva； and 

Cognizant of the desirability of uniformity in the application of the 

salary plan adopted Ъу the United Nations and the World Health Organization； 

1. RECOMMENDS to the General Assembly of the United Nations that the 

following principles Ъ© followed in the application of any scheme of salary 

differentials: 

(1) The basic salary rates may be adjusted at duty stations by the 
— - » ； 

application of salary differentials vhich are based upon the relative 

cost of. living to the staff members.concerned^ standards of livinc and 

related factors； 

(2) The basic compQments of comparable cost-of-living indices should 

be established by independent experts jointly appointed by the United 

Nations and the specialized agencies concerned； 

(3) No differential, either plus or minus
}
 should be established or 

adjusted for variations• in the cost of -living of less than 1 0 ^ as 

recoinmended by the Expert Committee on Salaries^ Allowances and Leave 

Systems• 

2 . REAFFIRMS that,- at such time as the results of scientific cost-of-living 

surveys are Ьпото̂ the Director-General and the Executive Board shall take 

such action as is necessary to apply G O s T- O f-1IV in^
 r

different i al wh i ch 

results therefrom^" -



EB9/86 , 

page h 

6. At the Request of the ILO the Administrative Committee on Co-ordination 

again diecuseed the question of cost^of-JLiving differentials at a meeting held 

at the end of October 1951, and it agreed 

(a) that it vould be desirable that an initial differential, if any 

should Ъе establiehed between New York and the location of each other office of 

the Щ and specialised agencies based on the ooirrparativ© cost of living at 

May I95O for the staff members concerned； 

• (Ъ) that after the base date salaries at any office should vary, if at 

all, on the Ъавеб of changes in the local cost-of-living index； and 

(c) that itt oiMer to maintain full uniformity in the treatment of staff 

at th© various offices it vas important that the UN and specialized agencies 

should agree on and follow uniform policies In establishing c o s t - l i v i n g 

adjustments• 

7 , The resolution adopted by the Fourth Health Assembly was transmitted to the 

Secretary-General of the UN and submitted by him to the General Assembly in an 

annex to his report on Co-ordination (Administrative and Budgetary) between the 

Ш and the specialized agencies.
1

 In that report the Secretary^General drev 

the attention of the General Assembly to the questions of policy raised at th日 

May meeting of the ACC as well as to tha recommendation of the Health Assembly» 

At a joint meeting of the Joint Second and Third Committees and of tha Fifth 

Cozmlttee held on Ik December 1951 the representative of the Secretary-Gtoneral 

again drew th© attention of the joint meeting to the Health Assembly resolution. 

Only one delegation (India), vhen discussing the report of th今 Secretary-General 

on Co-ordination^ referred to th© resolution of the Health Assembly, stating 

that he supports that resolution "provided that the salary differentials 
‘ • • . > , 

suggested vould not increase the basic salaries of th© officials concerned 
2 

compared vith what they would receive in New ïork. The joint meeting^ hovever, 

took no action ae regards the Health Assembly resolution nor did it discuss tbe 

question of the principles to be followed in applying cost-of-living differentiaXe* 

1

 UN document A/.2 and з/lOO А/С。Л57 
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The Fifth Committee of the UN General Assembly in considering the question 

of cost-of-living adjustment for the staff at New York headquarters of the UN 

did not discuss the principles recommended by the Health Assembly. Th© 

Secretary-General； however^ in replying to a question put Ъу the ÜS delegate as 

to thç repercussion the General Assembly decision may have on specialized 

agencies^ did point to the agreement reached at the May meeting of the 

Administrative Committee on Co-ordination quoting from the report of that 

meeting the passage reproduced in paragraph k of this note-. There the matter 

nov stands as regards the UN Assembly and it is not known whether the Health 

Assembly resolution will Ъе considered further• 

8. The Fifth Committee of the General Assembly, hovever, did take a decision 

which may have repercussions on the actions of specialized agencies « It had 

before it a request by tho Secretary-General for an immediate Cost-of-living 
i 

Adjustment for the staff of the UN in New York in the sunount of of gross 

salary based on a rise in the cost of living of 10.8实 between May 1950 and 

November 1951， as veil as authority to make subsequent adjustments in multiples 

of 5实 whenever increasing living costs so warranted. 

In submitting this proposal the Secretary-General also made the following 

statement regarding cost-of-living adjustments elsewhere : 

" The change in the salary situation of the United Nations staff, 

resulting from the new system adopted by the General Assembly in its 

fifth session, has had consequences for the staffs of the specialized 

agencies
f
 Most of the agencies have nov adopted the main features of 

the United Nations salary system； including the provision for salary 

differentials, under vhich internationally recruited staff in all areas 

of ,the world are given salary treatment comparable to that of staff at 

United Nations Headquarters in terms of cost of living and related 

factors. 

Member Governments will understand that the operation of a world-

wide salary system of this type inevitably must result in a rather 

1 

UN document A/C.5/^68 
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di.-.., ... 

cumbersome and complex machinery, the impact .of which is especially ‘ 
•. :

 :

 . • • . . 

felt in a ..time when prices are unstable in many parts of the varld. 
• » ‘ 

•I * • . . . . 
‘'There is

7
;. hovever, an alternative policy vhich厂 vhile maintaining "‘‘ 

the fiindamental principle of a relationship between New York and other 

areas of the world through the establishment of a basic differential； ‘ 

in a moró‘simple way can provide the same guarantee for uniform salary 

treatment of the staff»
 J 

The alternative is to establish a basic differential for each 

area on the basis of a cost-of-living survey as of a given date and from 

then on to vary the salaries at any offices by means of temporary cost-

of-living .adjustments^ solely on the basis of changes in the local cost-

of-living index, However^ in establishing cost-of-living adjustments , 

for offices in places other than New York； the same policy should be 

followed as that applied for the Nev York staff 

The Advisory Committee on Administ rat ive and Budgetary Question, in their 

1 

comments on the Secretary-General
r

s proposals
 7
 contending that December 1950 

(thé month in vhich the General Assembly approved the new salary system) should 

Ъе taken as the base period, considered a cost-of-living allowance of 5实 only 

(payable to staff members in receipt of a base salary of less than 17^000 gross 

per annum) as appropriate, the cost-of-living index in the New York area having 

risen between December 1950 and November 1951 by 4暴92多 only. The Advisory 

Committee did not concur in tha Secretary«?General
f

 s proposal for subsequent 

automatic adjustments^ but expressed itself in agreement with the policy 

regarding UN offices avay from Headquarters and the policy outlined by the 

Secretary-Genoral in the paragraph quoted above, 

The Fifth Hommittee devoted three long meetings to the subject matter. 

The discussions centred round the following points: the basic period (May 1950 or 

December 1950)， the rate of the allowance
;
 the categories of staff members who 

should benefit^ and the question of a maximum and minimum applicable to the 

resulting amount of the plus allowance• Tho question of the principles to be 

1 Second Report of 1952 of the Advisory Committee on Administrative and 

Budgetary Questions, UN document A/2039 . 
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applied regarding cost-of-living adjustments vas not discussed. 

Eegarding the basic period or starting point for calculation of the rise 

in cost of living vhich occurred in the New York area up to November 1951, the 

majority of the delegates who took part in the discussion concurrad with the 

Secretary-General
1

 s stand that May 1950 should Ъе considered the base dat©^ since 

the salary scale was developed on the basis of the price-level existing prior to 

events in Korea and there vas no substantial change between the date of the Expert 

Committee's report and May 1 9 5 0 . 

Finally, the Fifth CouimitteQ，by a majority vote, on 16 January 1952. 

1 " • 
adopted the folloving resolution: 

H

l . That the cost-of-living allowance to Ъе established for staff 

at UN headquarters^ effective 1 January 1952， should be at the rate 

of 7•热 of gross salary, 

2. That the cost-of-living allowance should be granted without 

limitations because of level of income
л
.provided that no staff 

• member shall receive, an allowance smaller than $300 gross or larger 

than $750 gross.
11 

It referred^ again Ъу a majority vote； to the next General Assembly the question 

of the automatic adjustment 011 a sliding scale of the cost-of-living allowance 

proposed Ъу the Secretary-General. ‘ 

. “ ；• •‘ .- .. 
The Board will note that the acceptance of the Secretary-General^ s figure 

as to the^ amount of the increase for New York can only Ъе intérpreted as 

• . • • • . • . . ‘ 

acceptance of May 1950 as the base date for computing the increase in cost of 
. • . .... *...'•'、，， .. • 

living. It also will note that a 7.5多 increase on full salary represents the 

equivalent of 10实 on 75多 of salary
л
 subject to the adjustments imposed Ъу the 

minimum and maximum limitation, and that the decision of the Fifth Goamittae in 

fact conforms to some of the principles recoinmended Ъу the Committee of Experts 

on Salary, Allowance and Leave Systems 

1

 Ш document А/С.5ДД58 
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9ь In viev of the variety of decisions and expressions of opinion on the 

subject as recited above^ the application of the principles laid down Ъу the Fourth 

World Health Assembly raises the following questions of policy on vhich the 

Director-General requests guidance of the Board• 

9.1 Are cost of living adjustments to bo applied to 75^ of salary? 

Following the recommendation of the UN Conmiittee of Experts on 

Salary，Allovance and Leave Systems ̂  WHO has been applying this 

policy and the Director-General vould recommend that it continues 

to do so for the reasons stated by the Experts, 

9.2 Are initial adjustment to be applied only vhen there is evidence of a 

difference in cost of living to the staff members concerned of at least 10多， 

as recommended by the UN Committee of Experts； the ACC and the Fourth' World 

Health Assembly? 

WHO has been following this policy and the Dire сtor-Gene ral would 

recommend that it continues to do so. The UN Advisory Committee 

on Administrative and Budgetary Questions ̂  by recomending a minus ^ 

salary differential for the UN staff stationed in Geneva^ and by 

again reconjmerxding to the Fifth Committee of the General Assembly 

now in session a 5实 cost-of-living allowance for the UN headquarters 

staff on the basis of a k.92^ rise in the cost of living index 

between December 1950 and November 1951； apparently adopted the 

principle that adjustment should be in multiples of % 、 The UN 

Assembly's approval of a minus 5实 differential for tha UN Geneva 

staff appears to have endorsed that principle. 

9»3 If the initial or subsequent différences are of more than 10多 is the 

adjustment to be only in multiples of 10务 as recommended Ъу the Committee of 

Everts? 

The United Nations has； to date, not coimitted itself to multiples 

of 10^• In fact it .has applied differentials on several occasions 

in multiples of 5实 and it was noted that the Secretary-General 
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proposed such for the future. WHO has e^yessed itself in 

favour of IO56 multiples but has actually emplied multiples of 5实 

in order to maintain uniformity with tbô The Director-Gexieral 

vould reaonimerid that in the future WHO adjustments only in 

multiples of 10‘ 

9Л If the size of the multiple is to Ъе 10菸,vill adjustment of salary Ъе 

effected only to the nearest multiple of 10多 belov the actual percentage of 

difference if thora is % difference of 23多 or 28 多 is the adjustment to be 

2056)? 

The Director-Gonsral vould reooimaend that this be so, since some 

arbitrary procodur© must be adopted and tbis method tends to 

minimize extreme variations. 

9,5 Are subsequent adjustments to Ъе made only when the percentage chazxge 

in cost of living reaches the next multiple (i.e. if an initial differential 

of 20务 is established on the basis of a difference in- cost of living of 2 3 ^ is 

the differential to be changed to 50多 only whexi the cost of living rises another 

7实 and reduced to 10多 only viien the cost of living drops 15实？ 

The Director-General would recommend that this method Ъе followed. 

Again it is nocesreary to fix some arbitrary procedure • This vould 

appear to be the $iost equitable one, as' staff members vould keep 

credit for any percentage units of the difference iû. cost of living
 4 

which were not tak©n into account when the initial differential was 

established, 

9
#
6 Should a minimum and maximum dollar limit be placed on the application of 

cost-*of-living adjustmente? 

3?he Secretary-General of tho United Nations in proposing the plus 

adjustment for the staff in Nev York advocated such limitó and this 

principle vas endorsed by the Advisory Committee and accepted by the 

Fifth Committee• Such limits have not previously been applied in 

dealing vith minus adjustments. Tbe application of a minimum limit 

does not appear necessary vhen considering only internationally 
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recruited staff since application of the normal percentage to the 

base salary of the lcwest professional grade produces a reasonable 

adjustment, (The тЛпЗлш proposed by the Secretary-General and 

endorsed by the Advisoxy Committee and Fifth Obesmlttee in fact had 

application only for New York local staff). The Director-General 

does not advocate the ^ p l i c a t i o n of a maximum limit with respect + 

to adjustments of salaries for internationally recruited staff 

since he knows of no logical grounds for such limitation. He does 

believe, however, that this question should be examined by the 

Board in view o£ the action taken by the United Nations
# 

9
#
7 Is there an absolute minus differential which is reasonable? 

The Director-General considers that there is a practical limit to 

how much the salaries of staff may be reduced regardless of decreases 

in the cost of living if competent personnel are to be retained. 

He has so far consistently maintained that no minus differential of 

more than 20^ should Ъе applied and recommends that this principle 

be approved. ^ 

9*8 Is the initial adjustment in any city to be based on a comparison between 

th^ /ost of living in that city and that in New York as recommended by the ACC? 

The scheme of cost of living adjustments as Approved by the ACC 

and apparently as accepted by the Secretary—General and the Advispry 

Committee^ assumes that a determination will be made wherever there 

is an established office of the UN or one of the specialized agencies, 

as to what is the ratio of the cost of living for international staff 

in that city contared with the cost of living for such staff in New 

York, This iTbuld be done as of a predetermined base date. The ratio 

which is found would result in a plus or minus differential in that 

city if there is a substantial difference ija the cost of living. 

The Director-General recommends that this policy, agreed to 询 the 

ACC and hitherto followed by Щ0, be continued^ 
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9,9 After the initial differential has been established, is it to be 

adjusted subsequently on the basis of the change in cost of*living in the 

city in question as agreed to Ъу the ACC? 

The scheme as adopted Ъу the ACC and as endorsed now by the Secretary-

General and the Advisory Committee provides that once tha initial 

ratio between Nev ïork and the other city has been established, any-

future adjustments in salary in the other city vould Ъе made од the 

basis of movement in the local cost of living. The Director-General 

recommQnds that this principle be adopted* 

9 ДО Are percentage changes to be computed on the index figure for th© current 

month or on an average over a period of months? 

The Director-General "would reconanend the adoption of the second 

alternative. It takes better account of intervening： variations 

in the cost-of-living index, avoiding the risks that an adjustment 

made on the current ninths figure may prove to be too high or 
/ 

too low in the light of the figures for the following months. 

It i$ also this iaethod which the Se eretary-Gemral has adopted in 

his proposals to th© General Assembly. 


