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SECOND MEETING 

Monday, 14 May 1979, at 9h30 

Chairman: Dr H. F. B. MARTINS (Mozambique) 

REVIEW OF THE FINANCIAL POSITION OF THE ORGANIZATION: Item 3.2 of the Agenda (Document А32/14) 

Mr FURTH (Assistant Director -General) introducing item 3.2 as a whole, drew the Committee's 
attention to the Financial Report (document А32/14), in which the table on page 3 ( "Financial 

Operations Highlights "), pages 5 -8 of the Introduction, and the External Auditor's report on 
pages 78 -80 provided a fairly good overview of WHO's financial operations in 1978. The table 
showed a significant improvement in the collection of contributions in 1978: 96.2% represented 
the second- highest percentage -of- collection figure achieved in the past 10 years. However, 
that satisfactory result was somewhat tarnished by the fact that approximately US$ 6 million of 
assessed contributions for 1978 and more than $ 1 million of prior years' assessed contri- 
butions were still uncollected at the end of 1978. There were also indications that the 
satisfactory results of 1978, as regards both early payment and full payment of contributions, 
might not be achieved in 1979. For example, on 30 April 1979 only about 27% of the 1979 
contributions had been received, compared with approximately 40% on 30 April 1978 and 41% on 
the same date in 1977. 

The table on page 3 showed that the total obligations incurred in 1978 under the 

Voluntary Fund for Health Promotion had slightly decreased in comparison with 1977. Although 
that appeared to indicate a reversal of the trend in recent years to ever -increasing amounts 
of obligations under that fund, there had, in fact, been no real decrease in 1978; the lower 
1978 figure was simply the result of the transfer of some $ 13.7 million from the Voluntary 
Fund for Health Promotion to the newly established Trust Fund for the Special Programme for 

Research and Training in Tropical Diseases. Had it not been for that transfer, the 1978 
obligations under the Voluntary Fund for Health Promotion would have increased from 
approximately $ 32.3 million in 1977 to approximately $ 45.9 million in 1978 - an increase in 
one year of almost 43 %. 

The table also showed an apparent continuation of the decline since 1976 in obligations 
under the United Nations Development Programme (UNDP). Again, however, the 1978 figure for 

UNDР obligations - $ 14.4 million - did not give the whole picture. Approximately 
$ 1 million ($ 969 000) of additional obligations under UNDP funds were accounted for 
separately under the new Trust Fund for the Special Programme for Research and Training in 
Tropical Diseases. If that sum had been included in the UNDP line, the total amount of 
obligations shown there in 1978 would have been approximately $ 15.4 million - slightly more 
than for 1977. In contrast, the obligations incurred under the United Nations Fund for 
Population Activities had increased very substantially in 1978 - by 21% over the year 1977 - 

and the $ 14.2 million figure almost equalled the 1978 obligations directly incurred under 
UNDP funds. 

Of the approximately $ 333 million of total obligations incurred in 1978, approximately 
$ 110 million (33%) were attributable to sources of funds other than the WHO regular budget, 
PAHO, and IARC. The significance of those extrabudgetary and mostly voluntary resources for 
health activities became striking when it was realized that their total - $ 110 million - was 
equivalent to almost 65% of the $ 171 million in obligations incurred in 1978 under WHO's 
regular budget. 

The main financial problem that the Organization had had to face in 1978, as in previous 
years but to a greater extent than ever, had been the continuing decline in the value of the 
US dollar, particularly in relation to the Swiss franc. Originally, the budgetary rate of 
exchange for 1978 had been set at 2.65 Swiss francs per dollar. That rate had been adjusted to 
2.21 Swiss francs per dollar by the use of savings on funds originally included in the budget 
for salary increases for WHO general service staff in Geneva and by a supplementary budget 
of $ 6.6 million. The average accounting rate of exchange in 1978 had turned out to be 
1.80 Swiss francs per dollar, resulting in an increased cost of approximately $ 11.5 million 
for the year. The measures taken to meet that very substantial additional cost (referred to 
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on page 6 of document А32/14) had included the authorized use of casual income, charging 
certain costs to the Special Account for Servicing Costs, stringent financial measures 
involving non- recruitment and delayed recruitment, reductions in programmes, and economies in 
operations at headquarters and in interregional activities. All that had required the most 
careful management of funds throughout the year, including certain transfers between 
appropriation sections. For the first time, detailed information on such transfers - an 
essential means of effecting programme adjustments and savings - had been consolidated in the 
Financial Report (pages 35 and 37 -43) rather than, as in the past, being reported separately 
to each session of the Executive Board. 

In view of the strenuous efforts to realize savings in order to meet additional costs 
arising from currency instability, it was not surprising that the budgetary surplus in 1978 
(shown in paragraph 14 of the Introduction), had been only $ 610 549 - a mere 0.36% of the 
approved effective working budget. As indicated on page 36 in Statement II(b), $ 609 712, 
virtually all of that surplus had arisen under appropriation section 2, where it represented 
entirely the unspent balance of the Director -General's and Regional Directors' Development 
Programme. The Director -General felt that funds appropriated for that programme should not 
be spent for other purposes, and in particular not to meet a purely financial crisis caused 
by currency fluctuations; any funds in that programme not required for the specific purposes 
for which they had been appropriated thus had to be surrendered to Member States in the form 
of a budgetary surplus. The budgetary surplus arising under other programmes had amounted 
to only $ 837 (0.0005% of the effective working budget). Thus, apart from the Director - 
General's and Regional Directors' Development Programme, virtually 100% of the approved 
effective working budget had been obligated in 1978. 

In conclusion, he said that the Organization's contacts with Sir Douglas Henley, the new 
External Auditor, and his staff had been most fruitful and satisfactory from the Secretariat's 
point of view. The External Auditor had indicated his willingness to extend the scope of 
his work beyond a purely financial audit, by participating in other areas, such as the further 
development of the Administration and Finance Information System and efforts to improve the 
content and format of the Financial Report. 

Sir Douglas HENLEY (External Auditor), speaking at the invitation of the CHAIRMAN said 

that his first concern had been to examine the financial accounting and control systems in 

order to support the audit opinion that he had to give on the financial statements of WHO. 

That examination had been carried out in close cooperation with the Organization's internal 

auditors so as to avoid duplication of effort. In his report (document А32/14, paragraph 8, 

page 79) he had drawn attention to certain problems involved in the introduction of the 

computerized Administration and Finance Information System, which he understood were receiving 

attention. The implementation of such systems almost invariably gave rise to problems that 

needed to be solved with the resources available; obtaining those resources was, of course, 

also a problem. 

WHO's decentralization meant that most of the Organization's expenditure was incurred in 

the six regional offices, a fact which placed a burden on anyone who set out to examine the 

nature aid extent of that expenditure in detail. As stated in paragraph 6 of his report, he 

had not yet been able to complete his examination of the transactions that had taken place at 

the end of 1978, which would affect the final figures for obligations. It was proposed to 

proceed by means of a phased programme to examine the systems in operation at the regional 

offices, beginning later in 1979 with the Eastern Mediterranean aid African regions. A 

further problem was the severe fall in the value of the US dollar in relation particularly to 

the Swiss franc. The movement of exchange rates had had real effects on the ability of WHO 
to carry out its substantive programmes. A distinction had to be drawn between that problem 

and the immediate financing problem of finding the extra money required to meet obligations 

incurred in a currency, such as the Swiss franc, that was rising against the US dollar in 

which the activity concerned had originally been budgeted. In paragraph 10 of his report he 

had drawn attention to the need to make it clear to what extent the original budgets and 

projects could be carried out in the face of a difficulty of that kind. 

In addition to those specific points of a direct financial or technical character, he 

referred to the wider nature of the audit that he hoped to apply. For example, as Mr Furth 

had mentioned, he was willing to cooperate with WHO in seeking to improve the presentation of 

the financial statements. The statements, schedules, aid supporting tables of the whole of 

the integrated international health programme were complicated, requiring careful study with 

expert advice in order to be understood. He hoped that it would be possible, in cooperation 
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with WHO, to improve the presentation of various financial statements so that they would be 
clearer to the ordinary reader. The operational audit of WHO activities lay outside the 
straight financial audit, though it had an important financial management aspect. In essence, 
it was an attempt to see where improvements might be made in the efficiency and effectiveness 
of the use of available funds. That normally involved an examination of particular projects 
to see whether their administration might be improved and how Member States might obtain 
better value for their contributions. Such an examination took time and would need to be 

developed according to a carefully phased programme as progress was made, the conclusions 
being presented to the Committee in a constructive, rather than purely critical, sense. In 
some cases, the reports of an external auditor were critical, but it was also part of his 
responsibility to suggest ways in which the Organization might improve the efficiency with 
which it administered its funds. 

Financial report on the accounts of WHO for 1978, report of the External Auditor, and comments 
thereon of the Committee of the Executive Board to Consider Certain Financial Matters prior to 
the Health Assembly (Article 18 (f); Financial Regulations 11.3 and 12.9): Item 3.2.1 of the 
Agenda (Resolution EB63.R28; Documents А32/14 and A32í34) 

Dr GALEGO PIMENTAL (representative of the Executive Board), introduced the first report 
of the Committee of the Executive Board to Consider Certain Financial Matters prior to the 
Thirty - second World Health Assembly. Contained in document А32/34, it provided a good 
summary of the Executive Board committee's examination and review of the Financial Report for 
1978 and Report of the External Auditor, and in its last paragraph it proposed for adoption by 
the Health Assembly a draft resolution accepting those reports. 

Mr VOHRA (India) requested a copy of the project data, in computer print -out format, 

mentioned in paragraph 3 of the Introduction to document А32/14. 

Referring to paragraphs 9 -11 and 12 of that document, he said that some very real problems 
had arisen as a result of the changed ratios between the US dollar and the Swiss franc. In 

particular, as much as 33.1% of expenditure under all sources of funds for the integrated 
health programme during 1978 had been drawn from external sources, compared with 30.3% in 1977. 

A similar situation had prevailed in the past, and it had been for that reason that the 
Executive Board had authorized the Director -General to exercise a certain flexibility in 

administering the Organization's funds, so that its programmes might not suffer. The cost of 
the erosion of WHO's spending power in 1978 had been indicated in various places in the 

documentation before the Committee, in both absolute and percentage terms. He asked if he 
was correct in assuming that the erosion factor had been taken into account and that the final 
figures, quoted as absolute, did in fact represent WHO expenditures in real terms. On the 

other hand, if the real expenditures were different from the absolute expenditures, in what 
manner had WHO suffered in real terms in 1978 compared with 1977? He asked whether the 
Organization was envisaging any medium -term or long -term means of dealing with the situation, 
which did not seem likely to change in future years and which was bound to affect the operation 
of WHO's programmes and the extent of its coverage, or whether, year after year, note would 
continue to be taken from year to year of the erosion and the best and most sincere efforts 
made to counterbalance it by whatever means were available at the time. 

If, as he assumed, the progressive implementation of the computerized Administration and 

Finance Information system (mentioned in paragraph 5 of document А32/34) had enabled 
certain savings to be made, WHO should apply the system more widely. 

Mr SEABOURNE (United Kingdom of Great Britain and Northern Ireland) said that the 
financial affairs of WHO were now in a transitional phase. One aspect of the changes taking 
place was computerization, of which the Organization should make full use, taking into 
consideration any precautions needed to avoid dislocation of the system. Another aspect was 
the move towards full biennial programme budgeting, with the result that the Organization 
would have to think in biennial terms. That did not necessarily mean that its affairs should 
be considered only once every two years, although some delegations had put forward a sound 
case for holding sessions of the Assembly in alternate years - a proposal which certainly 
deserved further consideration. However, full advantage should be taken of using a two -year, 
instead of a one -year, unit of time. That would cut down part of the financial work; a 
sound system of moitoring would, however, be needed to ensure that the flow of finance was 
in accord with what was intended. 
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The total amount of contributions collected at the end of 1978 was satisfactory, but it 

was noteworthy that the number of countries which had not paid their contributions was 

slightly higher than at the end of the previous year. The situation was apparently worsening, 

and it was to be hoped that some improvement would take place. His country had already paid 

the whole of its 1979 contribution. 

Altogether US$ 11.5 million had been required to cover losses arising from currency 

fluctuations in 1978, of which $ 4 million had been found by tapping other sources of 

finance, while $ 7.5 million had had to be covered by economies, including cuts in programmes. 

It would be interesting to know whether average costs, including salaries plus post adjustment, 

had worked out as expected. The new information given on transfers between sections of the 

Appropriation Resolution (page 37 et seq of document А32/l4) was of great help in explaining 

the measures which the Director -General had been obliged to take to close the gap. For 

instance, in Appropriation Section 1, quite a substantial saving of nearly $ 0.5 million 

in the cost of the Assembly had been achieved by various means, including the use of 

headquarters staff instead of temporary personnel. In the other sections there appeared to 

be a substantial "slippage" in the programmes. That was not unusual, and many of what were 

loosely termed programme cuts might in fact be slippages or non -implementation, some of which 

might have occurred in any case. However, the methods resorted to in 1978 were not necessarily 

desirable. In refraining from filling posts the Director -General had to consider posts which 

happened to be vacant at the time: such posts might be the most important ones needing to 

be filled. Likewise, the programmes that were being allowed to "slip" by not pursuing them 

might be those which needed to be quickly implemented. It was important to avoid those 

situations; 1978 had not been the first year in which the Director- General had found himself 

in such a position, 1977 also having proved difficult. 

To the Indian delegate's question on the real -terms figures, the Secretariat might reply 

that they could not be calculated, and even if it were able to give a figure - which would 

almost certainly be lower than what had been intended when the budget had been prepared - 

that should not be construed to mean that WHO could not cope with extra work. The Organization 
did manage to obtain more out of the budget by higher productivity, even allowing for the 

stringent measures taken in pursuance of resolution WHА29.48. Nevertheless, some further 

information on the general system of monitoring the flow of expenditure would be appreciated. 
The system was apparently very tight, but it might not be tight enough to withstand the 
transition to full biennial budgeting. 

As the Assistant Director -General had noted, the only real saving in the total programme 
had occurred in the money available for the Director -General's and Regional Directors' 
Development Programme. In the table concerning that programme on page 25 of document А32/l4 
it was intriguing to find that so many of the sums listed were expressed in round figures. 
It would be interesting to know whether, basically, money was being provided from the 
development fund with no return if the full amount was not used, as well as whether the 

monitoring applied to that programme was consistent with the general system of monitoring or 
whether it was even more stringent, since that part of the budget was, in effect, unprogrammed. 

The administrative support costs described in paragraphs 16 and 17 of document A32/14 
must inevitably be increasing. Over the past two years, in fact, the Special Account for 

Servicing Costs had not been fully recompensed for the UNDP costs: $ 2 million had been 
paid in and $ 2.6 million had been taken out in each of the years concerned. 

The Financial Report was not apparently linked to the Director -General's reporting on 
WHO's programmes, nor did it analyse expenditure on the same scale as in the budget. The 

Director -General was, of course, setting up a group to report to the Programme Committee of 
the Executive Board on the budget with a view to simplifying it. It would be important 
to ascertain whether the same basic tables as for the budget could be produced after the 
event in the accounts under consideration. A final point to be borne in mind was that at 

present the United Nations figures, which gave an interesting breakdown by appropriation 

heads and by expenditure under items such as travel and salaries, did not, unfortunately, 

break down prospectively country and certain inter - country programmes. 

One noteworthy feature of the External Auditor's Report was the.high figure for 

unliquidated obligations; that was to some extent to be welcomed, since it would yield some 
casual income. 

The foregoing comments were intended to be constructive suggestions and, all in all, his 

delegation was satisfied that the Organization had an efficient financial system and that it 
would continue to operate it in the same effective way. 
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Dr GALAHOV (Union of Soviet Socialist Republics) noted that, according to the figures 
given on page 3 of document А32/14, expenditure from all sources except from UNDP and, to 
some extent from the Voluntary Fund for Health Promotion, had risen in 1978 in comparison 
with 1975. Even allowing for the Assistant Director -General's explanation, it was not 
enough to note that UNDP- financed expenditure was tending to fall. Over the period 1975 -1978 
UNDP expenditure on health had fallen by approximately one -third. It would be interesting 
to know the reason for that decrease and what the outlook was for the future. 

Another important point arose in that connexion. In the proposed Programme Budget for 
1980 -1981 it was stated, that revenue from UNDP would be roughly US$ 49 million. Did that 
mean that, in 1979, revenue from UNDP must increase to $ 32 million, so that, together with 
the $ 16 million for 1978, it would total about $ 49 million? The Financial Report contained, 
on pages 81 and 85, figures for UNDP- financed projects. It would have been helpful if those 
figures had been accompanied by comments and evaluations, without which the information 
supplied lost some of its value. 

It was impossible to overlook the low operational level of the Voluntary Fund for Health 
Promotion, as evidenced by the statistics given on page 45 of document А32/14. It might, 
of course, be the case that the Fund's resources were allocated to projects which lasted 
more than the one year under consideration, but even then, investment seemed to have been 
somewhat retarded. 

The reduction of expenditure financed by UNDP and the Voluntary Fund for Health Promotion • 
was particularly undesirable at the present juncture, when WHO was expanding its technical 
cooperation activities, which would be most appropriately financed from those and other 
extrabudgetary sources. 

It was gratifying to note that there had been an increase in the percentage of contri- 
butions to the WHO budget in 1978. However, the figures given on pages 48 -51of document А32/14 
showed that over 40 countries had not, in part or in whole, paid their contribution by the 
end of the financial year. That was a disturbing symptom, observed from year to year, 

indicating the great difficulties which governments were experiencing in paying their 

contributions. 
He associated himself with the remarks of previous speakers concerning the use of 

computers and related techniques in administration and finance. Two aspects of the problem. 

needed, however, to be emphasized: the introduction and more extensive utilization of such 

techniques was particularly important in the light of resolution WHA29.48, and the pertinent 
questions that had been raised remained unanswered even after examination of paragraph 5 

of document А32/34. 
Unfortunately, the Financial Report did not give figures concerning the financing of 

projects in individual countries. Some fragmentary information on project implementation 
in 1978 could, however, be gleaned from the explanatory notes on pages 37 -44, which 

suggested that there was still a lack of clarity in planning project implementation. In 

order to rectify the situation, it was essential to explain the reasons for the existing 
defects, to evaluate them, and to put forward practical conclusions and recommendations. 

That could not be done without the necessary information. It was therefore advisable that 

future financial reports should include data, even if a brief table, indicating the number 
of projects implemented, with more adequate financial information on them, as well as the 

projects in which the sources and level of financing had been changed. Information on the 

number of cancelled and new projects would also be appreciated. 

As the External Auditor had indicated, his audit had been carried out in a limited 

time and was therefore not as comprehensive as he would have wished. Nevertheless, his 

remarks and recommendations regarding administrative and financial information and the 

checking of accounts deserved careful consideration. 

Mr WIRTH (Federal Republic of Germany) expressed support for the External Auditor's 

plans to visit the regional offices on a regular basis and to extend his audit to questions 

of efficiency. A regular auditing of the accounts of the regional offices was fully in line 

with the increased responsibilities assigned to them. He inquired whether internal auditing 
at the regional offices was carried out on a regular or an ad hoc basis, and what problem 

still existed in that connexion at the Regional Office for Africa, referred to in paragraph 7 

of his report. Information from the Secretariat on the action taken in respect of a 
recommendation regarding the reinforcement of the internal audit service, made by the External 
Auditor in his previous report, would also be welcome. 
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His delegation greatly appreciated the introduction of computerized payroll and per - 

sonnel systems and was glad to learn that computer applications would be completed in 1979 

and that adequate written instructions and documentation had been established. 

Dr MTERA (United Republic of Tanzania) noted that every year the Committee ascertained 
from the Director -General's report that recourse had had to be made to extrabudgetary 
sources of finance to offset the fluctuation in the exchange rate between the US dollar and 
the Swiss franc in Geneva. It was distressing that funds which would have otherwise been 
used for useful development programmes had to be diverted to make good the adverse effects of 

such currency fluctuations. 

The financial position of WHO could be considerably improved if the headquarters of the 

Organization were relocated in another country where currency fluctuations were minimal, 

perhaps in one of the developing countries. His delegation therefore proposed that a study 

should be carried out on the feasibility of moving WHO headquarters to another country. 

Dr COSTA (Mozambique) said that her delegation supported the draft resolution submitted 
by the Executive Board in document А32/34. Nevertheless, it wished to express its deep 

concern regarding the absorption of casual income by currency fluctuations. Since 1971 such 
fluctuations had led to the loss of over US$ 98 million - a sum which could have been used 
for technical cooperation. The measures taken by the Director -General pursuant to 

resolution WHА29.48 were most welcome, as was the further reduction of expenditure at head- 

quarters, as a result of which it had been possible to avoid using casual income to an even 
greater extent to cover currency fluctuations. Nevertheless, there was little scope for 
further economy at headquarters, and the time had come to deal with the substance of the 

problem. Consideration had to be given to the possible decentralization of programmes 
among the different regions and, above all, to the location of the Organization's head- 
quarters, on which a thorough study would have to be made. If it were to be found necessary 
to transfer WHO's headquarters elsewhere, the Tanzanian delegate's offer should serve as a 

basis for any study to be made. 

Dr HOUENASSOU- HOUANGBE (Togo) inquired what alternative means were envisaged of avoiding 
a situation in which the Organization was annually obliged to resort to supplementary revenue 
in order to offset the deficit caused by currency fluctuations. 

Mr LO (Senegal) expressed regret that fluctuations in the exchange rate between the 

United States dollar and the Swiss franc led to losses which had to be made good out of 

casual income or by reducing or postponing Scheduled programmes. The Director -General 

should be provided with really effective means of solving the problem, either by assessing 
contributions in Swiss francs and thereby reducing or removing the sometimes substantial gap 

between the theoretical and actual accounting rates, or by opening a special account to cover 

exchange losses in the programme budget. If no solution were found to the problem, the 

budget could hardly be implemented correctly. 

Mr FURTH (Assistant Director -General), replying to points raised during the discussion, 

referred to the remark of the Soviet Union delegate that the Financial Report should include 

a table showing the number of projects cancelled, revised and implemented. Up to 1976 the 

Financial Report, and at an earlier stage the Report of the External Auditor, had contained 

such a table. Its inclusion had been discontinued because, in 1977, some delegates in 

Committee B had expressed the view that it had become outdated in view of the new programme 
budgeting procedures at country level, which were already being implemented in the budgetary 

cycle for 1980 -1981. The present budget document no longer contained a detailed breakdown 

of project costs because project details were now negotiated with governments after the 

budget had been prepared and approved. 

The document requested by the Indian delegate would be available very shortly in the 

committee room. The same delegate had asked whether the various figures given in the 

Financial Report really represented the final figures and whether any extrabudgetary sums 
were being spent on regular budget activities as a result of the fall in the value of the US 

dollar. Because of the erosion of the value of the dollar in the course of the year, 
certain additional funds had had to be found in order to carry out programmes approved under 
the regular budget. In addition to certain savings which had had to be made, the Director - 
General had been authorized to use $ 2 million of casual income to finance regular budget 
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activities. He had also been able to finance activities such as common services costs at 

headquarters by resorting to the Special Account for Servicing Costs. Thus, under the 

regular budget, there had been an expenditure of $ 170 989 451, as stated in paragraph 14 of 

the Introduction, plus $ 2 million from casual income and $ 2 050 000 from the Special 

Account for Servicing Costs. 

Members had asked whether any alternative means had been found to compensate for losses 

due to currency fluctuations. The Programme Committee of the Executive Board and the Board 
itself had in fact considered the various possibilities and the relevant report by the 

Programme Committee could be found in Annex 2 of document ЕВ63/48. The Programme Committee 

and the Director -General had looked at a wide range of possible budgetary systems which could 

mitigate the problem. These had been examined under the different heads of anticipatory, 

preventive and ex post facto measures. Methods such as those proposed by the delegate of 

Senegal and the possibility of requiring a proportion of national contributions to be paid in 

the currency of the host country or in a range of currencies had in fact been studied in 

detail. The Programme Committee had concluded that the problem of supplementary budgeting, 

required in 1979 and future years to compensate for currency fluctuations, could best be 

solved by granting a substantially enlarged facility to the Director -General to use currently 

available casual income for that purpose, on the lines stipulated in resolution WHA31.7. 
There were now two draft resolutions before the Health Assembly, one under supplementary 

budgeting and the other under casual income, which the Committee could profitably discuss in 

greater detail at that stage. 

The delegate of India had also asked about any savings resulting from the computerized 

Administration and Finance Information system. As the External Auditor had pointed out in 

his report, computerization had resulted in a substantial reduction of staff at the 

headquarters, primarily in the financial and administrative sector. More than 20% of the 
posts in that sector would be eliminated during the period 1978 -1981 and without computerization 
the reduced staff could certainly not be expected to deal with the workload. A particular 
saving had been made in overtime payments in connexion with closing the annual accounts. 

The matter of contributions in arrears at the end of 1978, to which the delegate of the 

United Kingdom had referred, would be discussed under items 3.2.2 and 3.2.3 of the agenda. 

The same delegate had asked whether the estimated average costs for 1978 had proved to be 

accurate. It was not yet possible to compare the average costs for salaries - the principal 
element - and for consultants, but he hoped to do so when preparing the 1982 -83 Programme 
Budget. Although fluctuations in the exchange rate between the dollar and the Swiss franc 

were important, there were many other relevant factors - currency fluctuations in other 
regions, increased inflation, unforeseen cost increases, etc. - that influenced expenditures. 
When implementing a budget on the WHO scale, there were many opportunities for making savings 
and many occasions on which excess expenditures were unfortunately unavoidable, as emerged 
clearly from the tables of transfers on page 37 et seq. of the report of the External Auditor 
(document А32/14). 

He accepted that considerable "slippage" had occurred in the regular budget, but most 
of it was due to the special measures taken by the Director -General in delaying recruitment or 
holding certain posts vacant. Members should realize that a loss of $ 11.5 million could not 
be easily absorbed, even allowing for additional casual income and the Special Account for 
Servicing Costs. 

In regard to the request for details of the real increases in expenditures for 1978 over 
1977, the accounting system was not designed to produce such a figure and the incorporation of 

this facility in the accounts could possibly necessitate the engagement of further staff. 

The monitoring of the expenditure was another important and complex question. In WHO 
authority for implementing the programme budget was delegated by the Director- General, in 

respect of headquarters, global and interregional activities, to programme managers at 

headquarters, programme managers being directors of divisions or chiefs of units who were 
responsible for the management of a major programme. In regional offices that authority was 
delegated by the Director -General to Regional Directors. The delegation of authority to the 
Regional Directors reflected the procedure followed in building up regional components of the 

WHO budget, which was carried out at regional office level on the basis of overall 
instructions issued by the Director -General. 

Allotment notifications were issued by the Director -General to programme managers in 
respect of WHO headquarters at the beginning of the operating year, except in the case of 

expenditures relating to salaries, allowances and common staff costs, where the funds were 
centrally controlled. Authorized provisional lists were issued to programme managers, who 

were then able to recruit against the approved posts up to the limits of the authorized 
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provisional list. All funds relating to salaries, allowances and common staff costs at 

headquarters (including global and interregional activities) were controlled centrally in 

the Division of Budget and Finance and any adjustments, such as increased requirements or 

savings, were reallocated by the Director -General from or to other activities of the 

Organization. The Director -General had not delegated to any programme manager at 

headquarters the authority to establish new posts. All requests for new posts at 

headquarters were required to undergo an established review procedure and be submitted for 

approval by the Director -General. The power of the programme managers at headquarters to 

transfer allocations between objects of expenditure or programme elements was closely 

controlled. The transfer of funds from one expenditure category to another required the 

prior approval of the Division of Budget and Finance by the issue of a revised allotment. 

After approval of the Programme Budget by the Health Assembly, allocations were made 

on the basis of the appropriation section to Regional Directors, who were given authority to 

administer the allocations made to them and to issue their own allotments. Any transfer of 

funds within the regional allocations from one appropriation section to another had to be 

submitted to headquarters for review by the Division of Budget and Finance and approval by 

the Director -General. 
The right to establish posts was, under certain conditions, retained centrally, but 

Regional Directors had full authority to establish or abolish posts for field projects under • their jurisdiction. Regional Directors were authorized to establish posts in regional 

offices and WHO representatives' offices without reference to headquarters only to the extent 

that those new posts were offset by the abolition of an equal number of posts in the same 

offices. In all other respects, Regional Directors were fully responsible for the 
administration of funds allocated to them and they were authorized to delegate the authority 
to issue allotments, including the facility to make transfers between categories and objects 

of expenditure. 

The allotment notifications issued at headquarters and at regional offices were kept under 
review during the operating year, the status of allotments being monitored centrally at 
headquarters for the entire Organization. In addition, a comprehensive budget review was 
carried out once during the financial year, both by regional offices and by headquarters, in 

which allotments as at the end of August and estimated requirements to the end of the year 
were analysed. The Director -General was thus able to assess the financial implementation 
of the Programme Budget and to take the necessary decisions for the reallocation of resources, 
economy measures, and freezing and thawing of posts. 

Turning to the question of support costs, he explained that UNDP did not reimburse the 
Organization for all support costs. The present system allowed for a lump sum payment of 
14 %, which did not cover all support costs. A working group in UNDP was at present 
attempting to devise a new formula and information on the status of that study would be found 
in document А32/21 Add.l. 

As pointed out by the delegate of the Soviet Union there had been a general decline in 
the UNDP obligations from 1975 to 1978, mainly because UNDP had been faced with a real 
financial crisis at the end of 1975, involving cash -flow problems and inevitable retrenchment. 
Restrictions were in consequence imposed on all executing agencies, the full effects of which 
were only felt in 1977. Once projects, already in the pipeline, were deferred, it inevitably 
took several years to regain momentum. All other executing agencies had suffered similar 
cut -backs, but he hoped that the slight improvement in 1978 would be followed by a further 
rise during 1979. 

With respect to a question of the delegate of the Federal Republic of Germany, visits by 
internal audit teams to regional offices were made on a periodical basis, but at least once 
per year. Further visits might be made in the event of special difficulties in a regional 
office. Audits of the offices of WHO Programme Coordinators were carried out on an ad hoc 
basis as and when required, possibly at the instigation of a Regional Director or of the 

Director of Budget and Finance Division. On occasion the Assistant Director -General might 
himself direct the attention of the Internal Auditor to a particular problem. 

The delegate of the Federal Republic of Germany had also asked for information on the 
nature of the difficulties found in the audit of the Regional Office for Africa. The kinds 
of problem raised by the External Auditor were large -scale obligations of funds at the end 

of the financial year, a possible exceeding of the authority for local procurement, illogical 
switching of obligations between appropriation sections or between 1977 and 1978 appropriations, 
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the obligating of certain major repairs to the Regional Office building against the regular 
budget instead of the Real Estate Fund, the existence of a backlog in the processing of 
imprest accounts and personal accounts, and questions relating to excessive overtime worked 
by budget and finance staff. Hе would, however, prefer to defer judgement, pending the 
visit by the External Auditor later in 1979. 

The same delegate had also raised the question of the warning issued by the External 
Auditor in his report for 1977. The External Auditor had emphasized that, where 
administrative and budgetary staffs were reduced, special care should be taken to ensure that 
the internal financial controls of the Organization did not suffer. Any savings in financial 
staffs at the expense of effective financial control would be counterproductive. The 

Director -General had assured the External Auditor at that time that he would keep the 
situation under close scrutiny, but it had not proved necessary up to the present to appoint 
any additional staff in the internal audit unit. 

The DIRECTOR- GENERAL said that the delegate of the United Republic of Tanzania who 
had requested a feasibility study of the relocation of headquarters would certainly be 
aware that the relocation of headquarters from the present host country to any other country 
would raise a number of very complex issues of a constitutional, legal, political, 

geographical, financial, logistic and organizational nature. He interpreted the request 
to mean that a protocol for a feasibility study should be prepared by the Director -General 
for submission to the Executive Board, which would then examine ways and means of under- 
taking such a feasibility study and report back to the Health Assembly, before any decision 
on the principle of relocating the Headquarters could be made. 

Mr VOHRA (India) thanked the Assistant Director- General for his 
However, his own previous request had possibly not been quite clearly 

to know what was the percentage increase in the outlay for 1978 over 

real terms, since that figure was both relevant and necessary in any 

although he would not press for an immediate answer. 

clarifications. 
expressed. He wished 
1977 represented in 

budgetary discussions, 

Sir DOUGLAS HENLEY (External Auditor) said that the Assistant Director - General had 
already fully covered the points raised on his report by the delegate of the Federal 
Republic of Germany relating to the Regional Office for Africa. He would in fact be 
undertaking an external audit of that office later in 1979. He assured the Committee 
that the many and valid points which had been raised would be borne in mind by his staff 
during the continuing examination of WHO's financial arrangements. 

The CHAIRMAN then drew the attention of the Committee to the draft resolution in para- 

graph б of document А32/34. 

Dr ABDULHADI (Libyan Arab Jamahiriya) expressed concern at the increasing repercussions 
from year to year of currency fluctuations on the implementation of the budget. He proposed 
that the Director -General and the Executive Board be asked to study alternative means of 
alleviating the effect of those fluctuations and that an appropriate addition be made to the 

draft resolution immediately before the operative paragraph. 

Mr FURTH (Assistant Director -General) said that the Director- General had in fact put 
forward an alternative system for consideration by the Committee in connexion with the 

report on casual income (agenda item 3.4). 

Dr ABDULHADI (Libyan Arab Jamahiriya) said that his point was to emphasize the 
increasing scope of the problem, which threatened to absorb all casual income that might 
otherwise be used to meet urgent needs. He would not, however, propose a formal amendment. 

Decision: The draft resolution contained in paragraph б of document А32/34 was approved. 

The meeting rose at 12h05. 


