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BACKGROUND DOCUMENT ON THE HISTORY OF THE UNITED NATIONS SALARY SYSTEM AND THE COST OF LIVING ADJUSTMENT AS APPLIED TO THE SALARIES OF STAFF MEMBERS OF THE GENERAL SECRETARIAT OF THE ORGANIZATION OF AMERICAN STATES
/
1. In 1969, after examining the report of a panel of experts on administration and finance that it had charged with recommending an appropriate salary system for the General Secretariat, the OAS Council approved parity in salaries with the United Nations (“UN”) as “an objective of the personnel administration of the General Secretariat,” and to that end, approved application of the UN salary scales to the staff of the General Secretariat.
2. In its first Special Meeting held in 1970, the OAS General Assembly, by Resolution AG/RES. 5(I-E/70), adopted as its own the OAS Council’s prior decision establishing parity with the United Nations as an objective of the General Secretariat, and pursuant to that decision, the Secretary General published staff rules establishing that the UN Salary scales would be used “to establish and revise the salary scale of the staff of the General Secretariat.”

3. In 1974 and again in 1976, the General Assembly, by resolutions AG/RES. 147 (IV-O/74) and AG/RES. 258 (VI-O/76), respectively, adopted biennial budgets which specifically provided for payment of staff salaries in accordance with the UN salary scales.
4. Notwithstanding these Resolutions, the Organization did not increase salaries in accordance with parity.

5. As a result of a consolidated  law suit brought at the OAS Administrative Tribunal by approximately two hundred staff members (less than 15% of the then staff), the Tribunal issued OAS Judgment No. 37, on November 3, 1978, in which it held “that the payment of their total remuneration at the same levels and in the same amounts as the United Nations pays its staff is an employment obligation that must be honored by the Organization of American States,” and the Tribunal ordered payment of the amounts owed to the Complainants;

6. In response to OAS Tribunal Judgment No. 37, the General Assembly, meeting in an extraordinary session in November, 1978, revoked the policy of UN parity in salaries by adopting Resolution AG/RES. 383 (VI-E/78), which stated that parity “does not correspond to the financial reality of the Organization and should not be taken into account.”

7. By Resolution AG/RES. 499 (X-O/80), the General Assembly decided to comply with Judgment No. 37 for the 1976-78 period covered by that Judgment, and for that purpose, it authorized US$9,524,200 for the payment of the difference in salaries to the approximately 200 complainants and to all other current and former staff members of the General Secretariat who had served during that period.
8. Following their receipt of the payment authorized under Resolution AG/RES. 499, the staff brought suit again in 1981, alleging that they had a continuing right to parity and that if, in the alternative, that was not the case, they had at least the right to a reasonable salary policy and to be paid the difference in salaries between what they had been paid between November1978 and December 1980, and what their salaries should have been if their salaries been paid during this period at the level of UN parity for 1978.
9. In response to these complaints, the OAS Administrative Tribunal issued Judgment No. 64 in which it held that: (i) because of the General Assembly’s revocation of parity under Resolution No. 383, the complainants were no longer entitled to parity with the United Nations; (ii) that the staff were entitled to payment of the difference in salaries that they had sought for the 1978-80 period; and (iii) that the Organization was obligated to replace parity with a reasonable salary policy, which required the approval of the staff.
10. Based on a joint proposal from the Secretary General and the Staff on how to comply with Judgment No. 64, the General Assembly, by way of Resolution AG/RES. 632 (XII-O/82) appropriated US$2,794,000 for implementation of a new salary policy during 1983 and for payment to the Complainants, only, of the difference in their salaries for the 1978-80 period.
a.
Of the US$2,794,000 appropriated under Resolution AG/RES. 632 (XII-O/82), $1,565,000 was allocated for payment in cash of 40% of the amount owed to the Complainants for the difference in salaries, and the remaining 60% was allocated to be paid to them in special leave with pay.
11. With regard to annual cost of living increases for staff, the new salary policy adopted pursuant to Resolution AG/RES. 632 (XII-0/82) provided in CP/doc 1177/81 that:
The Secretary General shall present to the Preparatory Committee before June 30 of each year a formula to be used as a guideline for the decision of the General Assembly for the annual calculation of the adjustment supplement specified in the preceding paragraph.  For this calculation, the financial position of the Organization and the cost of living adjustments granted by national and inter-American government organizations of the headquarters station shall be taken into account.

12. The new salary policy approved pursuant to Resolution AG/RES. 632, as well as payment of the amount owed Complainants under Judgment No. 64, was made contingent upon: (i) approval of that policy by the staff members in a Referendum, as specified by the Tribunal in Judgment No. 64; and (ii) by execution by the staff members of appropriate releases.
13. In 1986, in response to a consolidated action brought by the Staff Association alleging noncompliance with the salary policy for the1985 budget and asserting that the new salary policy required automatic implementation of annual increases dictated by the salary comparator, the OAS Administrative Tribunal issued Judgment No. 91, in which it found without merit the allegations of noncompliance because “as established under resolution 632, the comparator was only considered “as a base of a proposed cost-of-living adjustment subject to approval by the General Assembly;
14. In 1989, approximately 300 staff members, (or approximately one third of the staff of the General Secretariat), were separated from service due to a deteriorating financial situation within the Organization.

15. After 1989, the Organization’s financial situation markedly improved with the payment by Member States of significant quota arrearages and by a greater willingness by them to support the Organization in light of its increasing relevance to their needs.
16. In 1993, 479 staff members, (about 80% of the then staff), brought claims again alleging non-compliance with Resolution AG/RES. 632’s salary policy, accusing the Organization of not having applied it in good faith, and demanding payment of back salaries owed since 1983 under the premise that the comparator should have been automatically applied beginning in 1983.  
17. In response to these claims, the OAS Administrative Tribunal issued Judgment No. 124, in which it held:  (i)  that “the cost of living adjustment is an indisputable right of the staff of the Organization, even if receiving it hinges on there being in fact enough funds to pay for it;” (ii) that the staff members have a right to a system of remuneration which preserves the real purchasing power of staff salaries; and (iii) that this system  cannot be changed without the staff’s approval.
a. The Tribunal further held in Judgment No. 124 that, in accordance with the staff’s right to such a system of remuneration, the salary comparator system had to be construed as providing for automatic annual cost of living increases in accordance with the corresponding indicators, and that even in cases of force majeure resulting from nonpayment of quotas, the Organization was obligated to record a credit for each staff member in the amount of the automatic increases owed and to pay off that credit with arrearages as received.
b. The Tribunal ruled that the majority of the Complainants’ claims for the difference in salaries were barred by the statute of limitations.

c. The Tribunal ordered payment of the difference in salaries from one year prior to the date that hearing requests were first presented by the Complainants in June 1991 through to the date of the Tribunal’s Judgment on May 13, 1994, and it further held that for active staff members, the amount of that difference in salaries could be paid in special leave with pay.
18. On May 13, 1994, after one year of intensive study of salary policy options, the Permanent Council, recognizing the dissatisfaction of the Member States, the Secretary General, and the staff with the comparative salary system, adopted Resolution CP/RES. 631(989/94), in which the Council resolved “to replace the current salary system with the salary system of the United Nations,” effective January 1, 1995, subject to the audit and classification of all OAS posts in accordance with UN standards and subject to other conditions to be satisfied during the course of the next year.
19. By Resolution AG/RES. 1275 (XXIV-O/94), the OAS General Assembly ratified Resolution CP/RES. 631 and authorized the Secretary General and the Permanent Council to proceed with implementation with the UN salary system. 

20. By Resolution AG/RES. 1278 (XXIV-O/94), the General Assembly instructed the Secretary General to recommend for the Permanent Council’s consideration and approval measures necessary for compliance with Judgment No. 124.
21. By document CP/doc. 2503/94, the Secretary General estimated the total cost of complying with Judgment No. 124 for 1994-95 would be US$9,750,000 under the comparator without parity and that it would be US$13,555,000 with UN parity, and that these cost estimates included the US$1,190,000 for the cash payment for the difference in salaries due staff members who had since left the Organization, but it did not include an estimated US$7.2 million in leave with pay, at 1994-95 rates, to be paid in lieu of cash to  then current staff members.
a.  These estimates were subsequently re-computed by the External Auditors in Document CP/CAAP-2086/94 at an amount of US$17,764,300 for the 1994-95 period, of which:  (i) US$9,394,300 was to pay for the difference in salaries and the staff’s attorneys’ fees; (ii) US$8,432,100 which could be paid in special leave with pay and the balance in cash; and  (iii) $US 8,400,000 for implementation of a COLA for 1994-95 in accordance with the comparator.
22. Pursuant to Resolution AG/RES. 1278, the Permanent Council by Resolutions CP/RES. 634(997/94) and CP/RES. 641(1012/94), respectively, resolved to comply with Judgment No. 124 by authorizing payment of the staff’s attorneys fees as ordered by the Tribunal in the amount of US$100,000; approving payment of salaries in accordance with the salary comparator up until the end of June 1995; and approving the payment owed to the 479 complainants for differences in salaries -- in cash for those who had left the Organization and in special leave for those still on staff (an average of over three months of special leave with pay per complainant).
a. By Resolution CP/RES. 634, the Permanent Council asked the Secretary General to develop a procedure for the orderly use of the special leave with pay credited to staff accounts so as “to ensure that service needs of the Organization are not adversely affected in terms of its efficiency and continuity so as to avoid an increase in financial obligations of the Organization.”

b. Pursuant to the Permanent Council’s request, the Secretary General put into effect a plan by which staff members would be required to take a certain amount of leave for each of the next five years and under which the leave not taken in accordance with the plan would be forfeited at the end of each calendar year.
23. During the remainder of 1994 and the first half of 1995, the General Secretariat, pursuant to Resolution CP/RES. 631, audited all posts in the General Secretariat in accordance with UN Classification Standards, during which time the General Secretariat continued to negotiate with the staff and the President of the CAAP on more specific terms for the implementation of salary parity in 1995.
24. By Resolution AG/RES. 1319 (XXV-O/95), the General Assembly modified Resolution AG/RES. 1275 to include procedures and details for implementation of the UN  salary system, most of which had been agreed to in the tripartite discussions between the representatives of the Secretary General, the President of the CAAP, and the President of the Staff Association, subject to approval in a staff referendum as required under Judgment No. 124;
25. The new salary system adopted under Resolution AG/RES. 1319 specified that the salary scales, post adjustments, and dependency allowance in force for the staff of the General Secretariat would be that of the United Nations, and that the OAS would adopt and apply the UN classification system and reclassify every staff member in accordance with the UN classification system prior to the entry into force of the new salary scales.
a. Resolution AG/RES. 1319 specified that staff members’ benefits, other than the dependency allowance, would be based on UN benefits but would not necessarily be equal to the UN benefits, and that increases in OAS staff members’ benefit levels, except for the dependency allowance, would not be automatic, but would require approval by the General Assembly or by the Permanent Council, as appropriate.
b. The departure from UN parity in the area of benefits was referred to at the time as “smart parity” in that it recognized that many types of benefits and their high level of expense were not necessary or practicable within the OAS, in part because of the large concentration of OAS staff members at OAS headquarters, the regional and relatively more homogeneous character of the OAS, and its particular recruitment and mobility needs and practices, as stated, in Operative Paragraph 1(c) of Resolution AG/RES. 1319 and the recitals.
26. In June 1995, the Permanent Council, pursuant to Resolution AG/RES. 1319, approved amendments to the General Standards which were necessary for the implementation of the policies set out in that Resolution, effective July 1, 1995, and subject to acceptance by the staff members in a Referendum;
27. In June 1995, the Secretary General published for review by the staff members of the proposed modified Staff Rules for the implementation of the modified General Standards and other changes in personnel policy adopted under Resolution AG/RES. 1319.

a. Several meetings were held between the staff and high ranking members of the Administration to explain the new provisions and policies in order to facilitate informed voting during the Referendum.
28. Notwithstanding audit results made available shortly before the holding of the staff referendum that showed that over 50% of the staff would be reclassified at a lower grade under the UN system, in a July 1995 Referendum, over 80% of the staff, (amounting to 90% of staff members who voted), unconditionally approved the salary system of parity in salaries and grades with the UN.
29. Since the implementation, effective July 1, 1995, of the policy of parity in salaries of staff members with the United Nations, there has been no additional litigation over the mechanism for providing annual cost of living increases to staff members.  
a. By contrast, between 1976 and the entry into force of the parity policy, there were eight  major lawsuits challenging the mechanism and its application, all of which involved “class” or “collective” actions; and  
b. Two of those cases cost the General Secretariat tens of millions of dollars. 
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