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SALARIES AND PENSIONS OF THE WTO STAFFE

The following letter from the Chairman of the Committee on Budget, Finance and Administration
to the Chairman of the General Council, is circulated for information of WTO Members.

Dear Mr. Chairman,

As you know, the Committee on Budget, Finance and Administration has been considering
proposals by the Director-Genera to establish conditions of service of the WTO outside the framework
of the UN Common System. In particular, the Director-General has proposed that salaries of staff
in the professional and higher categories should be increased, in stages, by 25 per cent, and that the
WTO should withdraw from the United Nations Joint Staff Pension Fund and establish its own plan.

Many weeks of intensive discussion, from which it emerged that members were generdly attached
to the Common System asaframework for the WTO secretariat, confirmed awidely shared recognition
that asfar as pensionswereconcerned, certain features of the UN system wereinappropriate and should
beremedied. It wasat thesametimegenerally agreed that therewereinsufficient groundsfor supporting
asaary increase.

On my own responsihility, therefore, | presented a draft decision to the Committee, which
it considered at its meeting on 13 October. (The draft decision is attached, together with my cover
note; | also attach a paper showing revised Budget estimates for 1996, which would be submitted in
due time to the Budget Committee and the General Council).

While a substantial number of members supported the decision, certain others had received
instructions to the effect that they could not support any departure from the UN Common System,
not even a proposal to withdraw from the UN Pension Fund and establish aWTO Pension Plan while
preserving in al other respects the WTO's adherence to the Common System.

In these circumstances, and in the absence of a clear consensus in one direction or the other,
I informed the Committee of my intention to transmit the draft decision to the General Council for
consideration, again on my own responsibility. The terms of the decision reflect the consensus that
emerged among those supporting the proposal.
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| should be grateful therefore if this matter could be placed on the agenda of the meeting of
the Genera Council, which | understand you intend to convene on 25 October 1995.

It is also my understanding that there will be a consultation of the staff at large prior to that
meeting, so that the General Council will be aware of the views of those most directly concerned.
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DRAFT DECISION

Proposal by the Chairman of the Budget Committee

The Joint WTO/GATT Committee on Budget, Finance and Administration recommends that
the [General Council] [Executive Committee] adopt the following decision:

"The General Council/Executive Committee:

Considering Article VI of the Agreement establishing the WTO which provides that aWTO
Secretariat shall be established,

Considering the Marrakesh ministeria decision on Organizationa and Financial Consequences
Flowing from Implementation of the Agreement Establishing the WTO,

Having examined the proposal of the Director-Genera as regards salaries and pensions:

Decides as follows:

1.

toapply toWTO staff, inrespect of conditionsof serviceother than pensions, theUnited
Nations Common System, as reflected in the Staff Regulations and Staff Rules of the
WTO;

to establish net remuneration scales for all staff of the WTO which are expressed in
Swiss francs and which correspond to the common system scal es applicablein Geneva;

to request the Director-Genera to make provision for the WTO to participate fully
in the activities of the Common System organs,

to inform the United Nations Joint Staff Pension Fund (UNJSPF) of its intention to
establish a WTO Pension Plan (WTOPP) on 1 January 1996 aong the lines set out
in Annex 1 and to terminate the membership of the Interim Commission for the
International Trade Organization (ICITO) in the Fund, with effect from
31 December 1995, in accordancewith the provisionsof Article 16 of the Regulations
of theFund. Withdrawal from the UNJSPF and establishment of the new pension plan
shall become effective, retroactively, at the time the General Council takes its fina
decision on the matter, on the basis of the precise and definitive conditions to apply
to such withdrawa and establishment and no later than 31 July 1996;

to take the necessary steps:

€) to place the request for termination of membership on the agenda of the 50th
(1995) Session of the United Nations General Assembly;

(b) noting that the UNJSPF Standing Committee agreed at its 177th meeting that
a specia session of the Board should be convened in the event of a formal
application for withdrawal by ICITO, to request that the specia session be
held prior to 30 November 1995 and that, pursuant to paragraph A of theRules
of Procedure of the UNJSPF, its agenda include the following items:
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- application by ICITO for termination of its membership in the Fund
on 31 December 1995, including an outline of the alternative pension
plan to be established by the WTO;

- method to be used to determine the proportionate share in the assets
of the Fund to be paid to ICITO as aresult of the termination of its
member ship;

that, pending the mutualy agreed arrangement referred to in Article 16 of the
Regulations of the Fund, pension contributions payable to the WTOPP shall be held
in an interest-bearing account for the sole purpose of the plan;

that the necessary measures be taken to ensure that, if as a result of transfer to the
WTOPP, staff membersin the Professiona and higher categories suffer a reduction
in take-home pay without benefitting from al the advantages of the new plan, such
reduction is compensated in accordance with the provisions set out in Annex 2.

that the supplementary cost of new pension plan shall be financed by using:

€) the part of the 1995 surplus account in excess of SF 500,000;

(b) the balance through a set aside in the 1996 ordinary budget;

(© and that, should this financing prove insufficient, the matter and possible

aternative solutions shall be referred to the Committee on Budget, Finance
and Administration for its recommendation to the Genera Council."
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ANNEX 2

Compensation for Reduction in Take-Home Pay

Under the proposal for an aternative WTO pension plan, the higher scale of pensionable
remuneration for the Professional staff will lead to higher contributions and consequent reductionsin
take-home pay if a sdary increase is not decided upon at the same time.

In order to compensate for these reductions, a mechanism would be introduced which would
operate as a function of the gain in income replacement (to be compared with the anticipated average
loss in take-home pay of 4.5%) experienced by the Professional staff member transferring from the
UNJSPF totheWTO plan. Thismechanismwould remaininplaceuntil therewasanincreaseinsaaries
for staff in the Professional and higher categories.

Estimated gain in Compensation for
income replacement | Total staff affected loss in take-home Cost
pay
0-4.5% 18 100% SF 130,000
4.5% - 10% 33 75% SF 170,000
10% - 15% 40 50% SF 130,000
15% - 40% 95 25% SF 130,000
TOTAL 186 SF 560,000
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NOTE BY THE CHAIRMAN OF THE
COMMITTEE ON BUDGET, FINANCE AND ADMINISTRATION
1 After intensive work within the Working Group on Personnel Questions and the Budget

Committee, and after thorough consultations with the Members, the time seems to have come to find
a compromise solution between the request of the management of the WTO, on salaries and pensions,
and the positions of Members. Thisisthe purpose of the attached draft decision of the Genera Council
and the Executive Committee of ICITO that | intend to submit to the Budget Committee on Friday,
13 October 1995, before transmission for approva to the General Council.

2. The issues of pensions and saaries are linked only to the extent that nothing can be decided
on saaries without establishing a stand-alone pension plan for the WTO.

3. Considering the fact that, notwithstanding the autonomous nature of the WTO, avast mgjority
of Memberswish to continueto apply UN common system salariesto the WTO staff, it does not appear
possible to reach a consensus on adecision which would embody an increase of salariesfor the WTO,
such a move being a de facto departure from the common system.

4, Paragraphs 1 to 3 of the draft decision, therefore, state that the WTO salary scale will be the
common system scal e converted to Swiss francsfor practical reasons. The Staff Regulations and Rules
of the WTO, which are currently being drafted and will be submitted in due course to the General
Council for approval, will be in strict conformity with the common system.

5. Nevertheless, it has been the intention of Members to reflect in these Regulations and Rules
their wish to establish the WTO as amodern and effective organization. Thisisthe reason why, inter
alia, these Regulations and Rules are more elaborate than in the past on issues like contract policy
linked to satisfactory performance or continuous performance evaluation. While being in no way a
departure from the common system, these new rules may establish new methods of management which
will be both in the interests of Members and will improve further the reputation of the Organization.
A positive attitude towards the pensions issue is part of the package which will make the staff accept
these new methods of management.

6. Because of the way the UN Joint Staff Pension Fund (UNJSPF) operates and the way decisions
are taken in New York, a proposa must be put to the Genera Assembly before the end of this year
to withdraw from the UNJSPF and establish our own pension plan. It is, however, not my intention
that the WTO at this early stage take an irrevocable decision. Pending a full knowledge of al the
conditions of withdrawal, including not only the capitd to be refunded to WTO, it must be understood
that the General Council retains the right not to pursue the establishment of a WTO pension plan if
Members feel they are not satisfied with these conditions. This is the purpose of paragraph 4 and
especialy its last sentence.

7. The question of compensation for reductions in take-home pay, addressed in paragraph 7, is
equivalent to having the employer bear the additional contribution of staff membersin the new pension
plan. Such a scheme cannot in my view, which is widely shared, be applied to all staff members.
It should only be applied to those P and D staff who draw little or insignificant benefits from their
participation in the new pension plan, due to a short period of contribution. Such compensation can
be scientifically calculated and related to the actuaria benefit to the individual, or could, for greater
convenience, be limited to those individuals who would participate in the new plan only for adefined
short period. Annex 2 to the draft decision presentsdifferent optionson which Members should decide.
There again a solution based on fairness should be found.
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8. Paragraph 8 addresses the question of the financing of the scheme. Thefina figureswill have
to be decided when al options (mainly on compensation of take-home pay) are chosen. In all cases
it is my intention to propose that the financing be " contribution neutra” for 1996, which means that
the contributions shall not exceed those of the 1995 budget plus the statutory and unavoidable increases
assuming atotal cost of SF 3.5 million. Thiscan be achieved by using part of the 1995 surplus account
(assuming a surplus of around SF 3 million, and a payment of SF 500,000 to the Working Capital
Fund for good management, an amount of SF 2.5 million could be reserved), and economies in the
proposed 1996 budget. Economies would represent the collective effort of the Organization and its
Management, in conjunction with the efforts of Members.

9. It is clear that if such financing proves to be insufficient at the time when all conditions of
establishment of the new plan are known (which seems very unlikely), the Genera Council should
take that fact into account in its final decision (which explains the additional safeguard of paragraph

8(0)).

10. If a consensus decision cannot be reached on Friday next on the attached draft decision, | will
refer it to the General Council for further discussion.
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