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[. ORCAN{ZATION AND ATTE!'OANCE

1. The forty-seventh session of the Committee on Contributions was held at United

Nationa Headguarters from 18 June to 2 July 1987. The following members were
present:

Mr. Andrzej ABRASZEWSKI
Sved Amjad ALIL

Mr. Adeito Nzengeva BAGBENI
Mr. Ernesto BATTISTI

Mr. Carlos BIVERO

Mr, John D. FOX

M-, Lance JOSEPH

Mr. Elias M. C. KAZEMBE

Mr. Felix Nikolaevich KOVALEV
Mr. Miquel MARIN-BOSCH

Mr. Atilio Norberto MOLTENI
Mr. Yasuo NOGUCHI

Mr. Dimitri RALLIS

Mr., Omar SIRRY

Mr. Dominigue SOUCHET

Mr. WANG Liangshenq

Mr, Adnan YONIS

Mr. Assen Iliev ZLATANOV

2. The Committee elected Sved Amjad Ali as Chairman and Mr. Andrzej Abraszewskli
as Vice-Chairman,

3, The Committee started its work by considering General Assembly resolution
41/178 of 5 December 1986 and the views expressed by Member States in the Fifth
Committee on the report on the work of the Committee at its forty-sixth session.
The Committee then continued its work on the methodology for drawina up a scale of
assessments for 1989-1991, 1t first examined statistical information and the
issues related to the use of various statistics and their sources. It next
raviewed in detail the main elements of the current methodoloay.



IT. CONSIDERATION OF GENERAL ASSEMBLY RESOLUTION 41/178 AND VIEWS
EXPRESSED BY MEMBER STATES IN THE FIFTH COMMITTEE OF THE
GENERAI, ASSEMBLY AT ITS FORTY-FIRST SESSION

4, The Committee had before it the text of resolution 41/178, along with the
summarv records pectainina thereto. The resolution read as follows:

*The General Assembly,

'Recalling all its previous relevant resolutions on the scale of
asgessments,

"Having considered the report of ‘he Ccamittee on Contributione, 1/

"Recoqnizing that the capacity to pay of Member States is the fundamental
criterion for determining the scales of assessments,

"Recognizing the requirement of Member States, under Article 17 of the
Charter of the United Nations, to bear the expenses of the Organization as
apportioned by the General Assembly,

*Takina into account the views expressed in the acbate in the Fifth
Committee,

"1, Requests the Committee on Contributions to continue, on the basis of
its mandate, its work on the methodoloay for drawing up an egquita. -~ scale of
assessments, taking into account the view. expressed by Member States in the
Filfth Committee during the debate on the report of the Committee;

"2. Requestg the Committee on Contributions to submit to the General
Assembly, at its forty-second session, a proaress report on the work referred
to above;

3. Requests the Sccretary-General to provide the Committee on
Ccntributions with the facilities it requires to carry out the work described
in the pregent resolution,

"l/ Official Records of the General Assembly, Forty-firat Seasion,
Supplement No. 11 (A/41/11)."

5. It was noted that at the forty-first session of the General Assembly there had
been considerable discussion in the Fifth Committee of the alternative
methodologies outlined by the Committee on Contributions in its last report. 1/ In
the course of that discussion, some support and interest had been expressed for
alternative I (aroupinas) and less for alternatives Il (a combination of three
factors), II1I (additional apportionment to non-permanent members of the Security
Council) and 1V (core and non-core budaets). However, there was no consensus in
the Fifth Committee debate that might have supported the further exploration by the
Committe= on Contributions at its current session of these alternatives. 1In that



situation, the Cummittee, in accordance with resolution 41/178, focused on the

existing methodoloqy of calculating assessments as well as adaptations thereof that
miqht better meet the various concerns expressed in the Pifth Committee. Some
membera of the Tommittee, however, felt that this decision should not foreclose the

option of returning to the issue at a later stage.



I1I. STATISTICAL INFORMATION

A. Uniform data bqgg

6. It was recalled that at its forty-sixth session the Committee, having
considered the desirability and consequences of continuina the practice of sendina
a separate questionnalre every three vears for asgsessmrnt purposes onlv, decided to
discontinue the special questionnaire and to rely on the data base of the Urited
Nations Statistical Office for i1its future work. At the same se sion, it urged that
Office to continue its efforts to improve national income estimates. At its
forty-seventh session, the Committee reviewed an evaluation of the Statistical
Office's data bank, obtained throuah the arnual United Nations Statistical Office
Quest ionnaire on National Accounts, which contained, inter alia, aross domestic
product/national income and net material product from 1970 to 1985, the latest vear
for which data are available. For this exercise, attention was focused on the 81
Member States that were assessed above the floor level of 0.01 per cent. A table
classifyina those countries on the basis of the timeliness and availability of
their data appears in the annex to the present report. The Committee was informed
that, currently, of those 01 countries, 59 (listed in column 1), or approximately
73 per cent, were reqularly reporting national accounts data, which the Statistical
Office consid2red to be consistent, coherert and reliable, regardless of the
economic systems to which they belonqed. The 16 countries ia column 2 submitted
data with a one-vear laa, owing in part to diverse fiscai vear compilations,
inadequate technical resources or simply to the national accounting process, which
tended to compourd delays. Data available for three of the six countries listed in
column 3, even thouah quite outdated, were considered acceptable in terms of
reliability. In the case of one country for which the latest data submission,
which had been referred to in the Committee's report on the work of its session two
vears ago, 2/ differed widely from the Series previously revorted, the Statistical
Office was unable to obtain d- .i1ed intormation from that country's statistical
office to c(rroborate the rev.sed estimates, Of the remaining two countries that
used the material product system (MPS), ..0 net material product data in current
prices in local currency had been obtained throuah the United Nations Statistical
Office Questionnaire on National Accounts. However, since one country had become a
member of the International Monetary Fund (IMF), its national income and exchange
rate data could be found in IMF International Financial Statistics.

7. In response to a questicn raised by the Committee regarding statistical
techniques for ssessing the reliability of availa..le data submitted by MNember
States, the Committee was informed that, when basic information on various national
income aqdregates and their component flows was available, some controls and checks
could be carried out, For instance, changes in agoreaate national income data
could be considered acceptable if they were ijustified by simultaneous changes in
related agareaate components. The more detailed the information made available to
the 3Statistical Office, the easier it was for the Office to assess the reliability
cf national income aqgareqates. Furthermore, throuah its technical assistance to
individual developing countries, the Statistical Office had bheen able to assist in
improving the quality of data submitted bv Member States. An analysis undertaken
by the Office some vears aqo on methods used in national accounts compilation and
its current study of basic statistical sources would vrovide it in the long run
with better knowledae for assessing the dearee of reliability of information
submitted by individual countries,



8, In its report to the General Assembly at its forty-first session, 3/ the
Committee had reaffirmed its policy of working from a common date base to the
maximum extent possible and had requested the Statistical Office to reconcile with
the World Bank those data in national currennies for 18 countries for which
discrepancies between the two data sets were observed. At the current session the
Committee noted with satisfaction the progqress made by the twc offices in
reconcilina their estimates. As a result, the World Bank had revised its data for
seven countries in the direction of the United Nations data. Of the remaining 11
countries all were currently asseased at the floor rate of 0.01 per cent. It
should be noted that for a number of countries, the apparent discrepancies between

the two data bases were due to the manner in which each office used fiscal vear
data.

9, The Committee, havina considered the issue of comparability of data, stronaly
urged Member States to respond to the annual questionnaire from the Scatistical
Office seeking accurate and up-to-date information on national income and other
national accounts data. In principle, information gqleaned from that questionnaire
was to be the sole basi. for calculating assessable incomes. 1In this reqa 4, the
Committee was of the opinion that the existence of a uniform and homogeneous data
base was of maximum importance for the objective use of natic 1al income as an
indicator of the capacity to pay. Only in the most exceptional case would the
Committee resort to statistical information gathered from outside the framework of
United Nations statistics. In reaching that position, the Committee recogqnized the
need for a procedure thit would avoid, whenever possible, using data from outaide
the frameworh of United Nations statistics.

10. 1In this context and also with refereice to the source of data on external
debt, which is discussed below, the Committee aqreed that, as a rule, international
sources of information (e.q. the United Nations Statistical Office data on national
income estimates, and World Bank or IMF data on external debt) should be used in
preference to private sources, In any event, the Committee agreed that it would be
undesirable to resort to non-published data for purposes of establishina a scale of
agsegssments. Any additional data on such matters that Member States would wish the
Committee to review should be submitted in due time, say, at least two months prior
to its sesm!on, through the United Nations Statistical Office, which has the
technical competence for analysina such data.

B. Effects of exchange rate differentials on estimates
of nationel income

11. The Committee had before it a paper that highlighted two types of national
income conversion usina exchanqe rates. One type, which had been extensively dealt
with in the Committer's past reports, was the conversion of national income in
local currenc: :2to United States dcllars. At the current session, the Committee
was made aware -.! another type of conversion, i.e. the conversion into local

currency of the procreds of exports and imports that formed part of the national
income estimates.

12. If exports and imports of qoods and services were relatively important in
relation to na:ional income, the exchanae rates used in conversion could have a
significant influence on the size of national and per capita income expressed in
local currency, particularly when exchanqae rates varied widely over time or with
each type of transaction. Such exchange rate differentials were reflected as gains



or losses incurred by those institutions that purchased and sold foreian
currencies. They were, in general, commercial banks and, when .he Government
controlled foreign currency operations, the central bank or another government
authority. The gains and losses could be sizeable, dependina c 1 the maanitude of
exports plug imports ard the ditferences between the exchaniye rates used for
exports and imports,

1Y, Had the exchange rates actually used in transactions been applied tor
converting exports and imports i{into local currencvy, those gains and lounes in the
exchanqge would not have been incorporated in the nattional income. 1In practice,
national accountants, instead ot usina actual exchanage rates, generally applied
averaae rates, either because of conceptual considerations or data limitations, By
applying averages instead of actual rates of exchanae, the production values of
exporters and importers were adjusted to include the qains and/or lossen referred
to above, thus increasing or decreasing national income estimates accordinaly.

14. The Committee noted with intereat that that practice by national accountants
paralleled its own procedure of usinag, in general, average market rates for the
conversion of national income from local currency into United States dollars., 1t
was iuformed that to do otherwise could lead to double counting of the qains and
losses on exchange rates alreadv incorporated in national income estimates.

C. Price-adjusted rate of exchanae

15. 1In recent vears, the Committee had considered the price-adjusted rate of
exchanae (PARE) methodoloay, which had been developed to correct distortions in
national income and per capita income expressed in United States dollars when
changer in price levels were not proportionately reflected in the exchanae rate,
Essentially, the process involved analysing price chanaes in individual countries
and comparing them to movements of exchanae rates startina from a selected base
period. The Committee had noted some deficiencies in the PARE method presented to
.+t at its previous session 4/ and had requested that a new study incorporate the
terms-of~trade effect and experiment with varving base periods.

16. The Committee had before it a study describing a revised PARE methodoloay that
incorporated the terms-of-trade effect and an analysis of unadjusted and adijusted
national income data for 66 countries, with the latter reflecting the incorporation
of the terms-of-trade effect, Adjustments were not made for the remaining
countries for which data were not available on imports and exports in current ani
constant prices. The study indicated that the quantitative impact of the
terms-of-trade adjustment was relatively small, not exceeding +5 per cent for most
of the countries. Thus, incorporating or not incorporating the terma-nf-trade
effect into the PARE method would have little impact on the scale of assessments,

17. The study presented adjusted national income data accordina to three selected
base periods, 1975, 1980 and the 1974~1583 average. The choice of the latter would
rosult in PARE~adjusted averade national income data consistent with the averaae of
unadjusted national income data used in the establishment of the current scale for
1986-1¢88. When usina 1975 or 1980 as the base vear, the discrepancies between
adjusted and unadjusted national income data were much more extensive.

18. The Committee noted the improvements made 1n the PARE methodolooy regarding
the terms-of-trade effect and the base period conversion. Althouah many members






























