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This document describes various aspects of the adverse effects of 

currency fluctuations on the programme budget of the Organization and 

contains a proposal for alleviating the financial problems resulting 

therefrom. 

Paragraphs 3 to 5 summarize the impact of currency instability upon 

WHO'S programme budget since 1971, and paragraphs 6 to 11 explain various 

aspects of the US dollar/Swiss franc budgetary rates of exchange for the 

years 1977 to 1981. 

Paragraphs 13 to 18 outline a proposed method to reduce adverse effects 

of currency fluctuations on W H O
!

s budget. Under this method, with respect 

to Swiss franc-related expenditures - and up to a certain maximum amount 一 

the Director^-General, during a given financial period, would charge against 

available casual income the additional costs to the Organization resulting 

from unfavourable rates of exchange, and transfer to casual income the net 

savings arising from favourable exchange rates. 

INTRODUCTION 

1. The United States dollar is the currency in which the budgets of WHO and most other 

United Nations organizations are presented and in which most of the contributions of Member 

States are assessed and paid. Since 1971, when the value of the dollar began to depreciate 

in relation to certain other currencies, the financial problems of the organizations in the 

United Nations system resulting from the effect of exchange rate fluctuations on their budgets 

have assumed increasingly serious proportions as the value of the contributions they receive 

has continued to deteriorate substantially in relation to their needs in the currencies in 

which a large part of their expenditures is incurred. 

2 . The effect of continuing currency instability on the budgets of the organizations in the 

United Nations system has been the subject of several studies, including those undertaken by 

the Administrative Committee on Co-ordination (ACC) and by a working group of the General 

Assembly of the United Nations (Working Group on Currency Instability). The outcome of these 

studies was reported to the Executive Board in 1974
1

 and 1975.
2

 As noted by the Board, and 

subsequently by the Twenty-eighth World Health Assembly (1975), the Working Group on Currency 

Instability concluded that: 

1

 WHO Official Records, N o . 215, 1974， Annex 6. 

Document EB55/31. 



EB61/5 

page 2 

"currency fluctuations and inflationary pressures were likely to continue and that there 

would probably be no early return to fixed values. The issues before it were highly 

complex and susceptible to rapid change in the light of changing circumstances in the 

world financial scene. Moreover, the Group was keenly aware of the fact that any 

measures proposed would need to be sufficiently flexible to be able to accommodate the 

individual circumstances of the various organizations within the United Nations system, 

each of which was affected differently by currency instability and which, in addition, 

had differing budgetary and financing arrangements".^ 

The ACC concurred in the Working Group's conclusions and stated inter alia that, since no 

single measure could alleviate the difficulties encountered in this respect, the main 

objective would continue to be: 

(i) on the one hand, to protect the programmes and budgets of the United Nations 

organizations, to the extent possible, from the effects of currency fluctuations and 

inflation； 

(ii) on the other hand, to reduce as far as possible supplementary budget estimates and 

corresponding assessments on Member States.^ 

EFFECT OF CONTINUING CURRENCY INSTABILITY ON WHO'S BUDGET 

3. The impact of currency instability upon WHO
1

 s programme budget has had to be considered 
by nearly every World Health Assembly and every January session of the Executive Board since 
1972. Although fluctuating exchange rates have affected several of the many currencies 
used by WHO for its operations throughout the world, by far the most significant budgetary 
losses have resulted from the continued decline in the value of the US dollar in relation to 
the Swiss franc, in which currency approximately 33% of the Organization's expenditures are 
incurred. The budgetary losses resulting from currency fluctuations between 1971 and 1977 -
and almost entirely due to the relationship between the US dollar and the Swiss franc - total 
some $ 48 million, and can be summarized as follows: 

Budget year US $ 

1971 1 250 000 

1972 3 645 000 

1973 9 965 000 

1974 8 479 000 

1975 9 000 000 

1976 8 490 000 

1977 7 391 000 

Total $ 48 220 000 

The measures taken to offset the financial impact on the Organization of these budgetary 

losses can be summarized as follows: 

United Nations document A/9773. 

United Nations document 
3 

This figure represents the budgetary loss resulting from the adjustment of the budgetary 

rates of exchange. It does not include the budgetary losses resulting from the fall during 

1977 of the accounting rate of exchange for the Swiss franc below the adjusted budgetary rate 

of 2.65 Swiss francs per US dollar (see also paragraph 1)
è 
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(i) Additional assessments on Members (for budgets of 

1974， 1976 and 1977) 21 960 000 

(ii) Supplementary appropriations not resulting in 

additional assessments on Members (for budgets of 1972 

and 1973) 8 124 500 

(iii) Operational economies, utilization of regular budget 

funds earmarked for other purposes (e.g. Terminal Payments 

Account) and of other funds outside the regular budget 

available to the Organization (e.g. Voluntary Fund for 

Health Promotion； Special Account for Servicing Costs) 

(all budget years 1971 to 1977 except 1976) 18 135 500 

4. When in 1975 the Board and the Health Assembly considered the budgetary shortfalls in 

1975 (some $ 9 million) and 1976 (about $ 8.5 million) that resulted from a further 

deterioration in the international monetary situation, they were informed that as the 

Director-General was not in a position to identify any source of financing which would not 

involve additional assessments on Members, no supplementary budget for 1975 was proposed to 

cover the anticipated budgetary loss in that year. Instead, a number of special measures 

were taken involving a variety of economies and the financing of certain activities from 

funds other than the regular budget. At that time the Health Assembly also noted that, in 

the opinion of the Director-General (an opinion that was shared by the Executive Board), the 

capacity of the Organization's budget to sustain the growing losses which in recent years had 

resulted from currency fluctuations had been exhausted and that further budgetary shortfalls 

of this nature would seriously distort the Organization
1

 s programme. Such a result would 

have a detrimental effect on the health conditions of people in many countries at a critical 

time when, owing to unstable economic and monetary conditions, they were in greater need 

than ever of assistance from the Organization. 

5. It is against this background that further thought has been given to possible solutions 

to the serious financial problems (described in more detail below) which the Organization 

continues to face as a result of the unstable international monetary situation and in 

particular the recent substantial decline in the value of the US dollar in relation to the 

Swiss franc. 

US DOLLAR/SWISS FRANC BUDGETARY EXCHANGE RATES 1977 TO 1981 

6. The rate of exchange between the US dollar and the Swiss franc used for 1977 budgetary 

purposes was adjusted from 3
e
2 3 Swiss francs per US dollar (i.e. the original budgetary rate 

of the 1976 and 1977 budgets) to 2.65 Swiss francs per US dollar, as compared with 

2.51 Swiss francs per US dollar for the 1976 budget. This adjustment of the budgetary rate 

for 1977 was established in the autumn of 1975, when the accounting rate of exchange between 

the US dollar and the Swiss franc had moved from a low of 2.42 Swiss francs in March 1975 to 

2.75 Swiss francs per US dollar in October of the same year. This relatively smaller 

adjustment in 1977 - as compared to 1976 - of the original budgetary exchange rate for both 

years also made it possible to include an additional budgetary allocation of $ 2 million for 

technical cooperation with developing countries in 1977 without a corresponding increase in 

the programme budget or in assessments on Member States for that year
e
 When the Executive 

Board in January 1976 reviewed the revised programme budget proposals for 1977, the accounting 

rate of exchange was 2.63 Swiss francs per US dollar, and Board members expressed the view 

that the rate of exchange applied to the revised programme budget proposals for 1977 -

2.65 Swiss francs per US dollar - appeared to be realistic. 

Total $ 48 220 000 

1977 
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7. While the accounting rate of exchange in January 1977 was only 2.44 Swiss francs per 

US dollar, during the early part of the year the dollar showed a modest strengthening in 

relation to the Swiss franc. However, by mid-year a new decline in the dollar
!

s value set 

in, resulting in an accounting rate of exchange of 2.33 Swiss francs to one US dollar at the 

time of the preparation of this document in October 1977. The budgetary losses resulting 

from these developments in 1977 are at this stage (October 1977) expected to total some 

$ 3.5 million and have had to be covered, with great difficulties, through various economies 

in operation. 

1978-1979 

8 . The budgetary rate of exchange used in the programme budget for 1978 and 1979 contained 

in Official Records, No. 236 was still 2.65 Swiss francs per US dollar, the same as for 1977， 

although the market rate of exchange at the time of preparation of the programme budget in 

the autumn of 1976 was close to 2.45 Swiss francs per US dollar. It was explained in the 

Introduction to Official Records, No. 236, that an adjustment of the budgetary rate of 

exchange to approximate the then existing market rate would, in view of the prevailing 

uncertainty of the world monetary situation, have to be based at that stage on a pure guess 

of what the average rate might be in 1978 or 1979. Moreover, any adjustment of the rate 

below the 1977 level would have significant budgetary consequences for 1978 and 1979. In 

view of the impossibility of predicting with any degree of accuracy what the relationship 

between the Swiss franc and the US dollar might be by 1978 or 1979, it appeared preferable 

not to impose an additional financial burden on Member States unless and until it became 

unavoidable. The Director-General therefore proposed to maintain the budgetary rate of 

2.65 Swiss francs per US dollar also for 1978 and 1979. When the Board reviewed the proposed 

programme budget for 1978 in January 1977, the accounting rate of exchange had moved to 

2.44 Swiss francs per US dollar, and some members felt that, unless major changes in currency 

exchange rates were to take place, the Director-General would at some stage have to make the 

necessary adjustment in the budgetary rate of exchange in order to bring it closer to 

prevailing market rates. 

9. As mentioned above (paragraph 7) the accounting rate of exchange for October 1977 (based 

upon prevailing market rates) dropped to 2.33 Swiss francs per US dollar in October 1977. 

If the accounting rate of exchange of 2*33 Swiss francs per US dollar should become the 

average accounting rate of exchange for 1978 and 1979, the additional budgetary requirements 

needed in order to carry out the approved programme budget in these years would be $ 5 390 000 

in 1978 and $ 5 560 000 in 1979. While no attempt is being made to predict what the average 

accounting rate of exchange between the US dollar and the Swiss franc might be in 1978 and 

1979， it now seems likely that the budgetary rate of exchange for these years will have to be 

adjusted in order to protect the Organization
1

 s programme and budget from the effects of 

continuing currency instability. As a result of the findings of the International Civil 

Service Commission with respect to the salary scales of the general service category of staff 

in Geneva, it is now anticipated that there will be a budgetary saving of $ 975 000 in 1978 

and $ 2 075 000 in 1979 (i.e. the provision included in the programme budget for 1978-1979 

for one previously expected increase in the general service salaries in Geneva in 1978 and an 

additional increase in 1979). It is planned to utilize these expected savings to adjust the 

budgetary rates of exchange for these years to a somewhat more realistic level. Consequently, 

by using the anticipated saving of $ 975 000 in 1978 to revise the budgetary rate of exchange 

between the US dollar and the Swiss franc for that year, that rate can be reduced from 2.65 

to 2.58 Swiss francs per US dollar. Similarly, the anticipated saving of $ 2 075 000 in 

1979 can be used to revise the US dollar/Swiss franc budgetary rate of exchange for that year, 

the latter being thus reduced practically to the level of 2.51 Swiss francs per US dollar -

the same budgetary rate which ILO and the United Nations have previously adopted or proposed 

for that year. 

10. The revised budgetary rates of exchange for 1978 and 1979 of, respectively, 2.58 and 

2.51 Swiss francs per US dollar still appear to be quite unrealistic in relation to the 

present accounting rate of exchange of 2.33 Swiss francs per US dollar. If the rate of 

2.33 Swiss francs per US dollar should become the average accounting rate of exchange in 1978 
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and 1979, the budgetary shortfall in those years would still be respectively $ 4 415 000 and 

$ 3 485 000. Unless, therefore, there were to be a substantial increase in the value of 

the US dollar in relation to the Swiss franc by January or May 1978, or certain other measures 

were to be taken to reduce the adverse effects of currency fluctuations on the programme 

budget, the Director-General would have no choice but to propose a supplementary budget for 

1978， and additional budgetary requirements for 1979, in order to enable the Organization to 

implement the approved programme budget for 1978 and the proposed programme for 1979. 

1980-1981 

11. The budgetary rate of exchange between the US dollar and the Swiss franc for 1980-1981 

will have to be set in the autumn of 1978. It is the intention of the Director-General to 

base the proposed programme budget for 1980-1981 on a budgetary rate of exchange for those 

years agreed with the United Nations and the other Geneva-based organizations。 While 

undoubtedly every effort will be made by the organizations to adopt a realistic rate, it must 

be recognized that to try to forecast in 1978 the value of the US dollar in relation to the 

Swiss franc in 1980 and 1981 can be little more than a guess. Consequently, the decision on 

the budgetary rate to be used in the proposed budgets of the various organizations for 

1980-1981 is likely to be influenced very significantly by the actual market rate of exchange 

prevailing in the autumn of 1978, when the decision has to be taken. It would be pure luck 

if this rate should ultimately correspond to the average market rate of exchange in 1980-1981. 

The budgetary rate might turn out to have been set at too low a level, which in effect would 

mean that the World Health Assembly had appropriated more funds than necessary to carry out 

the programme. On the other hand, the budgetary rate might have been too high, in which case 

the Director-General would have either to reduce the programme in order to stay within the 

budgetary limits or to request a supplementary budget. 

A new approach 

12. In the following paragraphs certain measures are proposed which, if adopted, should 

make it possible to avoid at this stage the submission of a supplementary budget for 1978 

and additional requirements for 1979， and to minimize the possibility of the Health Assembly 

appropriating in 1979 either more or less funds than required to carry out the Organization
1

 s 

programme in 1980-1981. While the measures outlined for the Board's consideration are 

unlikely to afford complete protection to the Organization
!

s regular programme budget against 

very large drops in the value of the US dollar in relation to the Swiss franc, they would 

nevertheless go a long way towards safeguarding the financial integrity of W H O ' s programme 

and thus reducing the need for supplementary budgets for this purpose. They should, in 

effect, be considered as a necessary complement to a budgetary exchange rate that has to be 

fixed with precision under conditions of floating market rates of exchange. 

PROPOSED METHOD TO REDUCE ADVERSE EFFECTS OF CURRENCY FLUCTUATIONS ON WHO
 !

S BUDGET 

13. Inasmuch as approximately 33% of the Organization's expenditures is incurred in Swiss 

francs, and some 40% in US dollars, the main impact of currency fluctuation upon W H O
1

 s 

programme budget is related to these two currencies. Moreover, the exchange rates of more 

than 70 other currencies which WHO expends for its operations tend on the whole to move with 

the US dollar. It is therefore proposed that whatever method be adopted to reduce the 

adverse effect on the Organization
!

s budget of currency instability, it should be applied, 

at least initially, only to exchange rate fluctuations between the US dollar and the Swiss 

franc. 

14. In order to reduce the adverse effects of currency instability on the programme budget, 

and to ensure that cash resources are made available to the Organization to finance at least 

part of the unbudgeted additional costs resulting from fluctuating exchange rates, it is 

proposed that - subject to a maximum amount to be decided by the Health Assembly - the 

Director-General should be authorized to charge against available casual income additional 

costs to the Organization under the regular programme budget resulting from differences 

between the WHO budgetary rate of exchange and the United Nations/wHO accounting rates of 
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exchange with respect to the US dollar/Swiss franc relationship prevailing during a given 

financial period. While this proposed authorization to use casual income to reduce the 

adverse effects of currency fluctuations on the programme budget might not, because of the 

necessary limit ón such use of casual income, afford complete protection to the Organization's 

regular programme budget in the event of a very large drop in the value of the dollar below 

the budgetary rate of exchange for the Swiss franc, it would provide the Organization
1

 s 

regular programme budget with some protection against a moderate decline in the yearly average 

of the monthly accounting rates of exchange for the Swiss franc below the budgetary rate of 

exchange. The proposed facility would, thérefore， be of considerable assistance in the 

management of the budget and the implementation of the programmes under circumstances in which 

sharply fluctuating exchange rates have become the rule rather than the exception. 

15. As mentioned in paragraph 11 above, under present conditions of floating market rates 

of exchange, the budgetary rate of exchange between the US dollar and the Swiss franc used 

for one or more future years is likely to have been set at either too low or too high a 

level. It is therefore considered that if the additional costs to the Organization resulting 

from unfavourable rates of exchange during an operational year could be charged to available 

casual income up to a certain limit, it would be appropriate to transfer to casual income the 

net savings arising from favourable exchange rates. Member States would thus have the 

assurance that if the budgetary rate of exchange for the Swiss franc is set at a level which 

might be considered by some to be too low (i.e. at too few Swiss francs per US dollar), and 

that as a result the effective working budget based on that rate has been proposed at a level 

which might turn out to have been too high, the net savings arising from the difference 

between this rate and the higher average accounting rate of exchange in the operating year 

would be transferred to casual income and would thus, in effect, be at the disposal of Member 

States. However, it is proposed that the amount required to be transferred to casual income 

in these circumstances be also subject to a ceiling, since a sudden fall in the value of the 

Swiss franc of such significance that very large "savings" are immediately realized could be 

expected to result in rapid inflation in Switzerland and increased costs to the Organization 

(e.g. higher post adjustments, higher general service salaries). If in such a situation the 

Director-General were required to trans fer the entire ’
,

savings" to casual income, he would be 

deprived of the means of meeting these unforeseen and unbudgeted costs without having to 

reduce the implementation of the programme. It is therefore proposed that, concurrently 

with its authorization to the Director-General referred to in paragraph 14 above, the Health 

Assembly should request him to transfer to casual income any net savings under the regular 

programme budget that may result from differences between the WHO budgetary rate of exchange 

and the United Nations/wHO accounting rates of exchange with respect to the US dollar/Swiss 

franc relationship prevailing during a given financial period; provided that, having regard 

to inflationary trends and other factors which might affect the implementation of the regular 

programme budget, such trans fers to casual income need not exceed the maximum amount which he 

would have been authorized to charge against available casual income to cover the additional 

costs resulting from unfavourable exchange rates. The proposed measures, involving either 

charges against or transfers to casual income up to a given amount, would thus be a necessary 

complement to a budgetary rate of exchange w h i c h , since it has to be fixed with precision two 

or even three years before its effective date, cannot be a realistic forecast of future market 

rates and is likely even in normal circumstances, under the prevailing monetary system of 

floating exchange rates, to provide either greater or lesser funds than required by the 

Organization to carry out its regular programme. 

16. In order to determine the amounts which under the method proposed above should be 

either charged against or transferred to casual income, the Organization would keep track of 

the differences between the US dollar/Swiss franc budgetary rate of exchange and the United 

Nations/wHO accounting rates of exchange used throughout the particular financial period. 

The additional costs or savings resulting from fluctuating exchange rates between the 

US dollar and the Swiss franc would be isolated and subsequently reflected in the Financial 

Report. As the amounts in question would be accounted for separately, the utilization by 

the Director-General of the proposed facility would not affect the level of the effective 

working budget. 
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17. In determining the maximum amount which could be charged against, or would have to be 

transferred to, casual income in a given financial period, the Health Assembly would have to 

take into account the present and anticipated future position of casual income as well as 

such factors as the rate of exchange between the US dollar and the Swiss franc used in the 

programme budget concerned; the relationship between these currencies at the time of the 

Health Assembly and as anticipated for the coming year(s)； the amount of casual income 

required to help finance the regular budget; the Real Estate Fund; and any other require-

ments. Bearing in mind earlier indications as to the amounts of casual income which might 

be proposed to help finance future regular budgets, as well as conservative projections of 

total casual income which might be earned and become available each year until 1981, the 

Director-General considers that it would be financially prudent to establish the maximum 

amount at $ 2 million per year for 1978 and 1979, In future years the limit could be set at 

a higher or a lower level, depending on the circumstances. 

18. The proposed method for reducing the adverse effects of currency instability on the 

Organization
1

 s budget would provide a means of using a certain amount of available casual 

income for this purpose without increasing the level of the budget. The possible use of 

casual income to offset the budgetary impact of currency fluctuations on the lines envisaged 

could be considered as coming within the category of the "anticipatory" measures first 

considered in the study of the Administrative Committee on Co-ordination (ACC) on this matter 

and subsequently pursued by the United Nations Working Group on Currency Instability under 

the heading "Reserves and special reserves’、 As mentioned in A C C
f

s report, the establishment 

of a special reserve fund which could be used to meet additional costs arising out of currency 

changes has been considered in some organizations and has received particularly careful 

examination in FAO. In fact the method which it is suggested should be employed by WHO is 

not unlike the one which FAO has used for a number of years. 

19. In the light of the foregoing the Board may wish to consider the following draft 

resolution： 

The Executive Board, 

Having considered the report of the Director-General on the use of casual income 

to reduce adverse effects of currency fluctuations on the programme budget； 

Aware of the possible impact on the Organization
1

 s regular programme budget of 

unforeseen movements of the rates of exchange between the US dollar, the currency in 

which the programme budget is presented, and the Swiss franc, the other currency in which 

a substantial proportion of the expenditures under the regular budget is incurred; 

Recognizing that it m a y not be possible to meet all unbudgeted additional costs 

arising from particularly sharp adverse fluctuations in the rates of exchange between 

these two currencies； 

Conscious, however, of the need to ensure that cash resources are available to the 

Organization to finance at least part of the unbudgeted additional costs that may arise, 

so that, to the greatest extent possible, the activities included in the regular 

programme budget can be implemented despite adverse fluctuations in exchange rates； 

Believing that savings resulting under the regular programme budget from favourable 

differences between the Organization
1

 s budgetary rate of exchange and the United Nations/ 

WHO accounting rates of exchange with respect to the US dollar/Swiss franc relationship 

should be placed at the disposal of the Health Assembly in at least the same amount as 

casual income is made available to cover unbudgeted costs arising from unfavourable 

differences between these rates； and 
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Bearing in mind Financial Regulation 6.8, which provides that profits and losses 

on exchange shall be credited and debited to miscellaneous income； 

RECOMMENDS to the Thirty-first World Health Assembly the adoption of the following 

resolution： 

The Thirty-first World Health Assembly, 

Having considered the recommendation of the Executive Board on the use of 

casual income to reduce adverse effects of currency fluctuations on the programme 

budget; 

1. AUTHORIZES the Director-General, notwithstanding the provisions of Financial 

Regulation 4.1 and the terms of the Appropriation Resolutions for the financial 

years 1978 and 1979， to charge against available casual income the net additional 

costs to the Organization under the regular programme budget resulting from 

differences between the WHO budgetary rate of exchange and the United Nations/WHO 

accounting rates of exchange with respect to the US dollar/Swiss franc relationship 

prevailing during these financial years, provided that such charges against casual 

income shall not exceed $ 2 ООО 000 in any one financial year; 

2. REQUESTS the Director-General, notwithstanding the provisions of Financial 

Regulation 4.1 and the terms of the Appropriation Resolutions for the financial 

years 1978 and 1979, to transfer to casual income the net savings under the regular 

programme budget resulting from differences between the WHO budgetary rate of 

exchange and the United Nations/wHO accounting rates of exchange with respect to 

the US dollar/Swiss franc relationship prevailing during these financial years, 

provided that, having regard to inflationary trends and other factors which may 

affect the implementation of the regular programme budget, such trans fers to casual 

income need not exceed $ 2 ООО 000 in any one financial year； 

3. FURTHER REQUESTS the Director-General to report such charges or transfers in 

the Financial Reports for 1978 and 1979. 


