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The role of the United States of America in the occurrence of the
financial crisis of the United Nations and its effects
1985-1993
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Sciences - Faculty of Education - Damanhour University - Egypt
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Abstract:

Since its foundation in 1945, the United Nations has relied almost
entirely on assessed compulsory contributions paid by the UN
member states for its funding; these contributions are in the form of
quotas varying in value from one state to another. In addition, these
assessed contributions are mainly used to finance the staff and
implement the basic programs in the regular budget of the United
Nations. The largest share in the UN budget has been contributed by
the United States of America at 25% of the total budget, a percentage
that the U.S. has reached after many cuts over the years, after its share
has been almost half of the budget when the assembly has been
established. However, this 25% percentage has put the United Nations
and its resources under the threat of economic pressure that the United
States may exert, and this has made it dependent on the extent of the
U.S. satisfaction with the United Nations. Nevertheless, over the
years, a number of factors have emerged that have weakened the
confidence and reduced the satisfaction of the United States of
America with the United Nations. The most important of these factors
is the control of small and poor states that do not bear high
contributions to the organization in the General Assembly, and often
voting against the wishes of the United States by forming a majority in
the UN body. This has prompted the United States to enact a set of
laws in 1985, in light of which it has been decided to withhold many
of the United States’ contributions to the UN budget. This has made
the UN body, starting in 1986, face a severe and unprecedented
financial crisis, to which the United Nations responded by embarking
on a series of reorganization and reform processes in the hope of
alleviating the crisis. These reforms have led to the correction of many
shortcomings in the UN body, but they did not alleviate the severity of
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the financial crisis throughout the eighties; as it has been proved that it
is all about the United States paying its contributions in full. Although
the U.S. payments have improved at the beginning of the nineties due
to the Gulf War 2 and the collapse of the Soviet Union, the unpaid
accumulated arrears from previous years have led to the continuation
of the financial crisis of the United Nations.

Keywords:. United Nations — United States of America — Financial
Crisis — United Nations Budget
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(")U.N. Funding, Payment of Arrears and Linkage to Reform
Legislation in the 105th Congress, CRS Report for Congress,
Congressional Research Service , The Library of Congress, 24/4/
1998,p. 1.
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)United Nations :Secretariat To: Members of the staff, Secretary-
General's Bulletin ,ST/SGB/ 222, 22/12/1986, p.1.

(**)Ibid: General Assembly, Current Financial Crisis Of The United
Nations, Draft Report of the Fifth Committee, A/C.5/41/1.23 ,9/12/
1986.p.2.

(**®)Ibid, Current Financial Crisis Of The United Nations Report of
the Secretary-General, Current situation and funding prospects for
1988, A/42/841,1/12/1987.p.5.
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(***)Ibid: Secretariat ,ST/SGB/ 222, op.cit, p.1.
(*")United Nations: General Assembly, A/42/841, op.cit.p.1.
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(*"*)United Nations: Secretariat To Members of the staff From The
Controller Administrative Instruction, Subject Reimbursement For
Travel By Private Motor Vehicle, ST/Al/224/Rev.1, 4 /5/1987.p.1-
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(*®3)United  Nations: General Assembly, Forty-eighth  session,
Improving The Financial Situation Of The United Nations,
Financing an effective United Nations: A report of the Independent
Advisory Group on United Nations, Financing Report of the
Secretary-General A/48/565, 2/11/1993,p7.
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AJ/42/841, op.cit.p.5. Ibid, Forty-third session, Fifth Committee, Financial

Emergency Of The United Nations, Report of the Secretary-General,

Analysis of the financial situation of the United Nations A/C.5/43/29,

9/11/1988.p.8.

)United Nations: Secretariat, Status of contributions as at 31

December1985, ST/ADM/SER.B/283, 20/1/1986.p.8.
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(**)Ibid, Status of contributions as at 31 December1986,
ST/ADM/SER.B/288, 16/1/1987.p.8.

(**")Ibid, Status of contributions as at 31 December1987,
ST/ADM/SER.B/295, 18/1/1988.p.8.

(*%%)Patrick L. Neel: op.cit, p.34.
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(**%)United Nations: Secretariat, Status of contributions as at 31

December1988, ST/ADM/SER.B/309, 6/1/1988.p.7.
(**)Gary B. Ostrower : op.cit,p. 192.
(**“)Robert W. Gregg: op.cit,p.88.
(*%?)Gary B. Ostrower : op.cit,p. 192.
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(**)United Nations: Secretariat, Status of contributions as at 31

December1989, ST/ADM/SER.B/325, 4/1/1988.p.7.
(***)Robert W. Gregg: Op.Cit ,p.1-94.
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UNITED ST

Secretariat

ST/SGB/215
17 Janvary 1986

SECRETARY-GENERAL'S BULLETIN

To: Members of the staff

Subject: THE FINANCIAL SITUATION OF THE ORGANIZATION

1. Through this bulletin I wish to inform all staff members of the serious
financial situvation facing the Organization and of related measures which I have
decided to put into effect.

2. You will recall that, when I spoke in the General Assembly on

18 December 1985, I referred to certain recently enacted legislation and to
unilateral withholdings of assessed contributions by Member States as measures that
were contrary to obligations flowing from the Charter, endangering the financial
viability of the Organization. Nothing has occurred since then to alleviate my
deep concern on this matter; on the contrary, recent developments have added to the
seriousness of the cash shortage confronting the Organization.

3. My earnest hope is that all Member States will respect their financial
obligations under the Charter and I am taking all possible steps to this end.
However, if the sitvation so requires, I shall need to place the full facts and
options on how to deal with them before the General Assembly without delay, so that
Member States may take the necessary decisions.

4. Meanwhile, in the light of the immediate cash sitvation, I have decided that
the following steps should be taken, which, while affecting the implementation of
mandated programmes, will least prejudice them. These steps, which lie within my
competence are:

(a) A 20 per cent reduction in costs relating to: travel, the hiring of
consvltants, temporary assistance and overtime;

(b) The deferral of a number of alteration and maintenance projects;
{(c) Strict and rigorouvs application of the resolutions of the General
Assembly and the Economic and Social Council on the control and limitation of

documentation.
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On each of these measures, separate instructions will be issved,

5. Forther, I intend to write to the presiding officers of the main
intergovernmental bodies of the Organization seeking their support in redvcing
expenditvres that could, with prudence, be avoided. I wish you to know that, for
my part, I am curtailing my own travel to the greatest possible extent.

6. You will vnderstand the seriousness of the sitvation we face, I am sure that

I can count on your fullest co-operation in dealing with it. T shall keep you
informed of developments.

Javier PEREZ DE CUELLAR
Secretary-General

S—
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UNITED ST

NATIONS

@ Secretariat

ST/SGB/217
20 March 1986

SECRETARY-GENERAL'S BULLETIN

To: Members of the staff

Subject: THE FINANCIAL SITUATION OF THE ORGANIZAT'ION

1. 1 wish to write to you personally and directly on the subject which I know
bears most heavily on your minds these days as it does on mine. This is the
extremely serious financial crisis confronting the United Nations. We face a
shortfall of as much as $100 million in funds needed this year to meet the
operating expenses of the Organization. This is largely the result of projected
large-scale withholdings in 1986 of assessed contributions to the regular budget.
The reserves which might have been used to alleviate this situation have been
exhausted because of previous withholdings and late payments by a number of Member

States.
2. This critical situation must be dealt with both in its immediate and
longer-term dimensions. The restoration of a firm and stable financial basis for

the United Nations requires far broader agreement among Member States than
presently exists on key budgetary issues and a universal willingness to respect the
financial obligations that flow from the Charter.

3. The Group of High-level Intergovernmental Experts, established by the

General Assembly to review the financial and administrative functioning of the
United Nations, is now at work. I expect that the Group will identify measures for
adoption by the forty-first session of the General Assembly, which will facilitate
the co-operation and broad agreement on budgetary matters that ares essential for
the long-range financial viability and operational effectiveness >f the

United Nations. I believe, and have so suggested to the Group, tnat these measures
will need to cover the manner in which expenditures are agreed up>n, the means of
defining priorities and of assuring the utilization of resources in accordance with
them, and any structural adjustments which can improve the effectiveness and
efficiency of our operations. I will offer such further advice to the Group as may
be appropriate and useful.

S
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4. Meanwhile, we face an emergency which demands immediate actions that are bound
to be painful for all of us and which will require very difficult decisions by
Member States. I have been in continuing contact with Governments at the most
senior levels, urging those which are in arrears to make early payment, stressing
the importance of compliance with the provisions of the Charter on the financing of
the Organization, and appealing for voluntary contributions to avoid a drastic
interruption in our work this year. As you know, I have also introduced a geries
of economy measures relating to travel, overtime, temporary assistance, consultants
and maintenance which should result in a savings of some $15 million in 1986. It
is evident that further economy measures are needed, and needed ucgently; delays
will only result in deeper cuts over & shorter period of time. Money saved now
will reduce the need to cut jobs in the future; each million dollars economized is
the equivalent of some 20 posts.

5. Bearing this in mind, I have decided that the only viable course of action is
to implement immedietely the following measures:

(a) A freeze in recruitment;
(b) Non-extension of staff beyond the age of 60;

(¢) Suspension of the payment of the second half of the representation
allowance for staff at levels D-2 and above;

¢(d) A further reduction of 10 per cent in the use of budgeted funds for
overtime payment;

(e) Suspension of the promotion process for six months;

(f) Deferment of the implementation of cost-of-living adjustments in the
salaries of staff in the General Service and related categories at the eight main
duty stations;

(g) A number of house-keeping economies and adjustments.

I am fully aware of how unwelcome some of these steps will be. 1 realize, in
particular, that the deferment of cost-of-living adjustments affects the
lowest-paid categories of staff, and I wish to state that it is my intention to
1ift this deferment as soon as practicable. However, I am persusded that these
measures are in the best, longer-range interest of the Organization and of each
staff member. I trust that you also will be of that view.

6. The foregoing steps should result in savings of more than $15 million,
producing a total of approximately $30 million in savings througl measures
introduced this year. It is a necessary beginning, and yet evidently not enough;
given an overall cash shortage of some $100 million, extensive measures will still
have to be agreed upon by Member States to cope with the situation, either by
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providing supplementary funds, or by deferring programmes, or & combination of the
two. I have asked that the fortieth session of the General Assemtly reconvene on
28 April 1986 to consider the urgent steps that are required. In view of the
gravity of the situation, ell Departments and Offices have been asked to indicate
how a reduction of 10 per cent in their budgeted expenditures could best be
achieved. Account will be taken of the responses recelved in the suggestions I
expect to make to the Assembly.

7. Seventy-five per cent of the United Nations budget is devoted to personnel
costs. Any substantial drop in income is therefore bound to have immediate
negative consequences for the staff. There is simply no way that this can be
avoided. It is my objective to keep to a minimum any hardship and disloecation for
individuals and any interference with the essential work for whica the

United Nations was established. But the immediate road ahead will be difficult and
gacrifices will be required. I must ask each and every one of yoi for your
continued loyalty and support. This oOrganization depends on its staff. Your
continued dedication and hard work will be a major element in overcoming the
present crisis and preserving and enhancing the role of the United Nations as a
constructive force in world affairs.

Javier PEREZ DE CUELLAR
Secretary-General
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