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THIRD MEETING 

Monday, 14 May 1979, at 14h30 

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

1. REVIEW OF THE FINANCIAL POSITION OF THE ORGANIZATION: Item 3.2 of the Agenda 
(continued) 

Status of collection of annual contributions and of advances to the Working Capital 
Fund: Item 3.2.2 of the Agenda (Document А32/15) 

Mr FURTH (Assistant Director -General) said that collected contributions as of 

30 April 1979 had amounted to US$ 49 529 899, or 27.07% of total assessments. 
That rate was unfortunately substantially below the comparable percentage for 
previous years, 41.087 and 39.97% for 1977 and 1978 respectively. The Director - 

General did, however, appreciate the fact that the position had improved somewhat 
during May, with additional receipts totalling US$ 20 302 650, made up of payment 
in full from the following countries: Bolivia, Botswana, Bulgaria, Ghana, Guatemala, 

Ireland, Jamaica, Japan, Kuwait, Liberia, Malawi, Malaysia, Mozambique, Paraguay, 
Poland, Qatar, Republic of Korea and Samoa; and part payments from Czechoslovakia, 

Democratic People's Republic of Korea, Guyana, and Trinidad and Tobago. 

Mr VOHRA_(India) said that while the amount of contributions outstanding might not 

be impressive in terms of total expenditure, it was still sizeable. He proposed 
strengthening operative paragraph 2 of the draft resolution reproduced in document 

А32/15, in order to call on all Members in arrears in the payment of their annual 

contributions to arrange to pay all outstanding amounts by 30 June 1979. He 

suggested that the Members concerned might be asked to compensate for delays by 

adding appropriate interest to late payments, as was the practice in some other 

organizations. He noted that his own country had now paid its annual contribution 
in full. 

Dr GONZALES - CARRIZO (Argentina) stated that his country would very soon be 

paying its arrears for 1978 and some of its dues for 1979. 

Mr NJAI (Gambia) said that instructions had been given for the payment of two 

years' arrears before he had left for Geneva; when all steps in the banking process 

were completed his country would be fully paid up until the 1980 -1981 biennium. 

Mr SEABOURN (United Kingdom of Great Britain and Northern Ireland) expressed 

interest in the Indian delegate's proposal to strengthen the resolution. He noted, 

however, that the Committee would return to the question of the timely payment of 

contributions when it considered operative paragraphs 4 and 5 of the draft resolution 

on the use of casual income set out in resolution ЕB63.R7 and he suggested that that 

later discussion would provide a better opportunity to review the whole matter. 

Mr VOHRA (India) said that in view of those comments he would not insist on his 

proposed amendment. 

Mr FURTH (Assistant Director -General) commented that it was a frequent occurrence 

for payments from distant countries to take two weeks or more to reach the Organization. 

However, they could not be recorded as received until an actual deposit had been 

notified by a bank. 

The CHAIRMAN invited the Committee to consider the draft resolution set out in 

paragraph 5 of document А32/15. In view of the additional information given by the 

Assistant Director -General, he suggested that the date "30 April 1979" should be amended 

to read "14 May 1979 ". 
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It was so agreed. 

Decision: The draft resolution was approved. 

Members in arrears in the payment of their contributions to an extent which may 
invoke Article 7 of the Constitution: Item 3.2.3 of the Agenda (Resolutions EВ63.R9, 

ЕВ63.R10, EВ63.R11, EВ63.R12, EВ63.R13, EВ63.R14 and EВ63.R15; Document А32/35 Rev.1) 

The CHAIRMAN proposed that discussion of agenda item 3.2.3 be deferred until 
the following day to allow time for replies to be received to the cable sent to the 

Members concerned in accordance with document А32/35 Rev.l. 

It was so decided. 

Mr NGUYEN VAN TRONG (Viet Nam) proposed that the draft resolution recommended 

in paragraph 6 of document А32/35 Rev.1 should be amended to remove all references 

to Democratic Kampuchea. That country had sent no delegation to the Health Assembly 

since 1975 and its Government was reported to have fallen on 7 January 1979. Its 

new and effective rulers were the Government of the Popular Republic of Kampuchea 

at Pnom Penh. He suggested that no reference should be made to the country until 

the question had been clarified and a decision taken by the Health Assembly. 

The CHAIRMAN assured the delegate of Viet Nam that he would have an opportunity 
to speak subsequently when the agenda item was discussed. Meanwhile, his comments 

would be duly recorded. 

2. SUPPLEMENTARY BUDGETARY REQUIREMENTS FOR 1979: Item 3.3 of the Agenda (Document ЕВ63/48 
and Corr.l, Resolution EВ63.R1 and Annexes 1 and 2; Document А32/36) 

Dr GALEGO PIMENTEL (representative of the Executive Board) introducing the item, said 

that the considerable drop in the value of the US dollar in relation to the Swiss franc had 
led the Director-General to submit a supplementary budget request to offset a possible 
shortfall for 1979. The Programme Committee had carried out a study at the request of the 

Executive Board into the possibilities of solving the financial problems caused by currency 
fluctuations. 

The results of that study had been presented to the Executive Board at its January 1979 
session; the Programme Committee's report was contained in document ЕВ63/48, Annex 2. The 

Director -General's report to the Executive Board, containing a detailed account of the back- 

ground to the supplementary requirements for 1979, was contained in document ЕВ63/48, Annex 1. 

After considering a number of suggestions for the solution of the financial problems due to 
monetary instability, the Programme Committee had concluded, as stated in paragraph 10 of its 

report, that to meet the problem of supplementary budgetary requirements in 1979 and future 

years, resulting from currency fluctuations, the solution best suited to the experience and 
circumstances of WHO appeared to be to grant a substantially enlarged facility to the 
Director- General to use currently available casual income for the purpose on the same lines 
as those stipulated by the Thirty -first World Health Assembly in resolution WHA31.7. In 

making that recommendation, the Programme Committee had recognized that such an approach 
might not completely obviate the need either for economies in operation at headquarters or 

for further additional budgetary requirements if in a given year the actual exchange rate 
situation should further deteriorate, or if there should be insufficient current earnings 
of casual income to meet requirements. 

The recommended mechanism had the same advantages as the limited facility already granted 
to the Director - General by the Health Assembly. Depending upon the maximum amount to be 
established, it would reduce, if not entirely eliminate, the need for future supplementary 
budgets, financed from casual income, to cover budgetary losses resulting from currency 
fluctuations. Such an approach would in turn prevent increases in the budget level from one 
year to another for that purpose, and would also ensure that the net earnings resulting from 
favourable exchange rate developments would revert to the Members, as in the case of the 

existing facility granted to the Director -General. That conclusion reached by the Programme 
Committee had been approved by the Executive Board. 
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In his report contained in ЕВ63/48, Annex 1, the Director -General had noted that the 

accounting rate used for the programme budget for 1979 had been 2.17 Swiss francs per US 

dollar, which corresponded to the United Nations/WHO accounting rate of exchange for 

December 1977. From that month onwards the value of the US dollar had undergone considerable 

fluctuations, falling as low as 1.55 Swiss francs in October and November 1978. November 1978 
had seen some strengthening of the dollar in relation to the Swiss franc, reflected in an 

United Nations/WHO accounting rate of exchange of 1.73 Swiss francs. 

In the light of its consideration of those two reports, the Executive Board had adopted 

resolution ЕB63.R1, in which it had recommended that the Health Assembly adopt a resolution 

authorizing the Director - General to use casual income available in 1979 to a maximum of 
$ 15 million to cover the 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 prevailing in 1979. That recommendation would 
be subject to the same conditions as that approved by the Thirty -first World Health Assembly 
in resolution WHA31.7. 

Dr GALAHOV (Union of Soviet Socialist Republics) said that his delegation was unable to 

support the practice of charging additional costs resulting from currency fluctuations against 
available casual income. The press contained reports of the deliberate use of such fluctuations 
by certain countries to derive economic benefit on competitive world markets. However, the 

adverse consequences of such actions were suffered by all Member States, including some 
which bore no responsibility for such fluctuations. His delegation would accordingly vote 
against the draft resolution contained in resolution ЕB63.R1. The proposed use of casual 
income was not, in his delegation's view, the key to solving the problem. The primary use 
of casual income should be to assist in the financing of the programme budget. However, the 

effect of using casual income to offset currency fluctuations would rather be to increase 
than to decrease the burden on Member States. 

Further, he considered that the Organization was making insufficient use of national 
currencies. The difficulty was part of a wider problem which should be looked at as a whole 
within the entire United Nations system. 

Mr WIRTH (Federal Republic of Germany) referred to the figures quoted by the representative 
of the Executive Board, which had shown a degree of stabilization in the relationship between 
the US dollar and the Swiss franc towards the end of 1978. Despite that stabilization, 
however, some shortfall was likely to occur in 1979, and means must be found of covering it. 

His delegation was satisfied with the solutions proposed by the Executive Board. It was 
gratifying to note the economies which had already been made, and to be hoped that further 
economies that would seriously affect the implementation of the 1979 programme would not be 
necessary. 

His delegation took the view that every other solution considered by the Executive Board 
had been shown to be unacceptable and that the draft resolution before the Committee should 
be approved. 

i 
Professor COLAКOVIC (Yugoslavia) commended the realistic approach shown by the Executive 

Board in its work and expressed his support for the draft resolution. 

Mr TANIGUCHI (Japan) considered that $ 15 million was a very large sum to earmark merely 
to offset currency fluctuations. WHO was fortunate in having so large a sum available and he 
hoped that it need not be used in its entirety, particularly if further economies could be 
made. With that aim in mind, he hoped that the following year's report would show a 
breakdown of savings under different headings, compared with charges against casual income. 
For the present he would support the draft resolution. 

Dr ENDARA (Ecuador), referring to operative paragraph 1 of resolution EВ63.R1 noted that 

total available casual income for 1978, together with expected available casual income up to 

31 December 1979, would give a total of $ 15 million. The use of $ 15 million in 1979 would 

enable WHO to cope with an accounting rate of exchange of 1.65 Swiss francs to the dollar. 

However, recourse to that procedure should not be considered as setting a precedent, and the 

Director -General should not exceed the approved limit. 
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Mr SEABOURN (United Kingdom of Great Britain and Northern Ireland) pointed out that when 
the system of using casual income had been instituted in 1978 the dollar had been valued at 
2.17 Swiss francs and falling. The anticipated ceiling for the facility then approved had 
been US$ 2 million. Clearly, the assessment of the situation in 1978 had been over -optimistic. 
There appeared to be three possible ways of dealing with the problem. The first, which was to 
make supplementary assessments, was not practicable because of the unfavourable impression it 
would create in Member States, even where the parliamentary process could be used to provide 
additional funds. The second possibility involved holding back programmes, and was very 
undesirable at a time when the Organization should on the contrary be increasing the pace. 

The third way, advocated by the delegate of Japan was to seek further means of economizing. 
The Committee had already heard how stretched the Organization had been in 1978, and the fact 
should be faced that, since changes in exchange rates were virtually impossible to predict, 
even the proposed $ 15 million might prove to be insufficient. 

Mr VOHRA (India) reiterated that whatever other steps might be taken to alleviate the 
present situation, Member States must be urged to pay their assessed contributions as early as 
possible. 

He concurred with the remarks by the delegates of Japan and the United Kingdom, and 
shared the concern expressed by the delegate of the USSR, that an undesirable precedent might 
be established if the casual income of the Organization continued to be used in the manner 
proposed. Nevertheless, it appeared that there was no alternative solution, at least at the 
present time, since reiterated appeals for planned savings did not appear to have borne 
substantial fruit. In many cases, what appeared to be economies were merely sums which had 
become available because certain commitments had, for a variety of reasons, remained 
unfulfilled. 

He therefore believed that at the present time the Committee had no choice but to approve 
the Board's recommendation. However, serious efforts must be made in future to arrive at a 
more realistic assessment of probable exchange rates, to match the Organization's planning 
more closely to available resources, and to check what appeared to be an increasing tendency to 
rely on external sources of finance to meet shortfalls. To that end, he suggested that a 
small expert group be established without delay to review the whole situation and seek ways and 
means of effecting medium- and long -term improvements. 

Mr FURTH (Assistant Director -General) replying to the comment by the delegate of Japan 
that the proposed authorization was far too great an amount, observed that the budgetary rate 
of exchange for 1979 was fixed at 2.17 Swiss francs per US dollar. He pointed out that the 
$ 15 million facility proposed in the draft resolution contained in resolution EB63.R1 would 
enable the Director -General to cope with an average accounting rate of exchange of 1.65 Swiss 
francs per US dollar throughout 1979. For the first five months of the year, the average 
accounting rate of exchange had proved to be very nearly 1.68 Swiss francs per US dollar; such 
a rate, if maintained for the whole year, would mean that $ 14 million of casual income 
would be required. Even if the present rate (1.72 Swiss francs per US dollar) were maintained 
for the remaining seven months of 1979, the average accounting rate of exchange for the whole 
year would be 1.70 Swiss francs per US dollar, and approximately $ 13.5 million would be 
needed to make up for budgetary losses. 

Whatever proved to be the average for 1979, he believed that it required much optimism 
to consider that the Director -General would be able to escape the necessity of making some 
programme absorptions or reductions during the year. Only a slight decline in the value of 
the US dollar from its present figure would require more than the proposed $ 15 million to 
make up for budgetary losses. The delegate of Japan had suggested that further savings 

should be absorbed in the regular budget. Since 1971, a considerable proportion (estimated 

at some $ 21 million) of the budgetary losses due to currency fluctuation had indeed been 

absorbed through various economy measures and programme reductions at headquarters and in 

interregional activities. The scope for additional economies of that nature without adverse 

effects on various important programmes of the Organization was thus greatly reduced, 

particularly as the planned abolition of posts and the reduction of headquarters activities 

carried out in implementation of the programme budget policy and strategy required by 

resolution WНA29.48 had virtually eliminated those posts and activities where economies might 

normally have been envisaged. Any large budgetary shortfall in 1979 (and for that matter in 

1980 -1981) as a result of currency fluctuations would thus have to be mainly covered by 
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drastic programme reductions or additional financing of one type or another. Moreover, if 

the exchange rate fell below 1.65 Swiss francs per US dollar for any length of time, the 

facility to use up to $ 15 million in casual income would not be sufficient: it might then 
become necessary to cancel a number of research grants and similar contractual technical 

services, and even to reduce - for the first time - regional activities. 

On the subject of savings, it might be worth noting that out of the total of $ 11.5 

million of budgetary shortfall resulting from currency fluctuations in 1978, only $ 2 million 

had been covered by casual income. A further $ 2 million had been covered by the Special 

Account for Servicing Costs, the balance of which had become so low that it could not be used 

for a similar purpose in 1979. Reductions in common services at headquarters had led to a 

saving of $ 1.7 million, but it should be pointed out that the structural repairs postponed in 

1978 (with a saving of $ 65 000) would have to be undertaken in 1979. Nearly $ 500 000 had 

been realized during 1978 by the deliberate running down of stocks at headquarters, which would 
need to be replenished during 1979. Savings of almost $ 100 000 had been made in 1978 by not 

giving a contract for the nightly surveillance of the headquarters building. The reduction 

of external printing and advertizing for vacant posts had realized a further $ 26 000. The 

transfer of supplies from headquarters to the different regions had produced a credit of 

$ 270 000 from the regional offices. Last but not least, $ 3 million had been saved in 1978 

by not filling 69 posts which had become vacant due to retirement or resignation, and which 
were due to be abolished in 1979 or 1980. In short, few possibilities remained of effecting 

similar economies in 1979. 

Also in 1978, certain disagreeable but necessary programme reductions had been made. 

Examples in that connexion included the curtailment of interregional projects on the 

surveillance and prevention of influenza, programme cuts in the strengthening of health 

services, the reduction of a number of research projects, and a cut -back in staff development 

and training. In addition, WHO publications had been reduced to an almost unacceptable level. 

The examples he had quoted - and there were others - should serve to show that while 

serious efforts had been made in the past to effect economies, it was doubtful whether the 

long -term interests of Member States would be served by their repetition. Such an eventuality 

could not be excluded, however, particularly if the value of the dollar slumped below 

1.65 Swiss francs. 

The apparent stablization of the dollar had on the other hand, given rise to a certain 

optimism, which he himself shared. Nevertheless, present stability was no indication of 

future developments. Indeed, since 1973 there had been a number of occasions when monetary 

stability had been followed by new and rapid declines in the value of the US dollar. 

The CHAIRMAN put to the vote the draft resolution recommended for the Health Assembly's 

adoption in resolution ЕB63.R1. 

Decision: The draft resolution was approved by 90 votes to 6, with 3 abstentions. 

In reply to a point of order raised by Mr CAREAU (Canada), Dr CHRISTENSEN, Secretary, 

explained that according to WHO practice, Members abstaining in a vote were not considered as 

"present and voting ". 

The CHAIRMAN pointed out that in paragraph 6 of its third report (document A32 /36), the 

Committee of the Executive Board to Consider Certain Financial Matters prior to the Health 

Assembly had recommended that its report on the related item concerning the proposal that 

extended borrowing authority be given to the Director - General should be considered by the 

Health Assembly as late in its current session as might be feasible and practical. He 

consequently invited Committee В to postpone its consideration of that item until a later 

meeting. 

It was so agreed. 

3. REPORT ON CASUAL INCOME: Item 3.4 of the Agenda (Document ЕВ63/48, Resolution ЕВ63.R7 

and Annex 4; Document А32/30) 

Dr ° ALEGO PIMENTEL (representative of the Executive Board), introducing the item, said 

that a summary of the discussion on the item during the Board's sixty -third session in 
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January 1979 would be found in chapter III, paragraphs 7 -15, of the Board's report 

(document ЕВ63 /49). The Director -General had reported that in view of the sharp drop during 

1978 in the value of the US dollar in relation to the Swiss franc, and the continuing 

fluctuation between the two currencies, the possibility of having to cope with an average 
accounting rate of exchange in 1980 -1981 below 1.55 Swiss francs per dollar, i.e. below the 
level provided for in the proposed programme budget, could not in his opinion be disregarded. 

The Director -General and the Executive Board shared the Programme Committee's view that 
the best approach to the potential problem of supplementary budgetary requirements arising from 
such a situation would be to grant the Director- General an enlarged facility to use available 

casual income to cover any consequential, significant budgetary shortfalls in 1980 -1981. 
As mentioned in the documentation before the Committee, a facility to use casual income 

for that purpose up to a maximum amount of $ 15 000 000 would enable the Organization to cope 

with an average accounting rate of exchange in 1980 -1981 as low as 1.39 Swiss francs per 

US dollar, and to do so without increasing the budget. Conversely, should the average 

accounting rate of exchange of the US dollar in 1980 -1981 be higher than 1.55 Swiss francs, 

the savings under the regular budget would be transferred automatically to casual income and 

would thus become available to Member States. 

In recommending that arrangement for 1980 -1981 in resolution ЕВ63.R7, the Board had felt 

that it had succeeded in protecting the programme budget from the effects of monetary 
fluctuations, at least to the extent that casual income in the amount of $ 15 000 000 would • become available to be used for that purpose; in that connexion, the Board had stressed how 

much casual income depended on prompt payment of contributions. Accordingly, the Board had 

concluded that a long -term solution, which should work relatively well within well -defined 

limits, had been found to the financial problems created for WHO by the international monetary 

system of floating exchange rates. 

In resolution ЕВ63.R7, the Board recoтm►ended that the Health Assembly authorize the 

Director -General to use up to $ 15 000 000 of available casual income to cover the net 

additional costs to the Organization under the regular 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 1980 -1981. 

Mr FURTH (Assistant Director -General) pointed out that the Director -General's report on 

casual income (document А32 /30) showed that an amount of $ 9 335 135 was available at the end 

of 1978, while the Annex to that document provided information on casual income earnings and 

utilization for the five -year period 1974 to 1978. 

Besides considering the recommendation of the Executive Board in resolution EВ63.R7, 

Committee B had a responsibility under the agenda item to review any recommendations by the 

Director - General concerning the use of casual income to help finance the proposed programme 

budget for 1980 -1981, and to report thereon to Committee A before the latter recommended to 

the Health Assembly the amount of the effective working budget for that period. 

As would be seen from the report, the Director - General had not found it possible to 

propose the appropriation of casual income to help finance the 1980 -1981 budget, since he 

believed that the entire amount available at the end of 1978, together with the anticipated 

casual income earnings in 1979, might well be required to meet two overriding requirements, 

namely the earmarking of $ 61 680 for settlement of the assessed contribution of Namibia for 

the years 1978 -1981, as approved by the Health Assembly in 1977; and the use of up to 

a maximum of $ 15 million of casual income, as recommended by the Executive Board in 

resolution EВ63.R1, to cover any net additional costs under the regular budget arising from 

differences between the WHO budgetary rate of exchange for 1979 (2.17 Swiss francs per 

US dollar) and the United Nations /WHO average accounting rate of exchange prevailing during 

1979. As the amount of casual income at the disposal of the Health Assembly at the end of 

1978 amounted to only approximately $ 9.3 million, it was quite possible that all, or at 

least a major portion, of the casual income expected during 1979 might have to be used to help 

cover the budgetary shortfall in 1979 resulting from the decline in the value of the US dollar 

in relation to the Swiss franc. 

All or much of the casual income expected in the course of 1980 -1981 might be required 

for the facility of up to $ 15 million recommended by the Board in resolution EВ63.R7. It 

would thus be only in 1981, at the time of the submission of his proposed programme budget for 

1982 -1983 and in the light of the actual experience of the Organization with casual income 

earnings and exchange rate fluctuations during 1979 and 1980, that the Director -General might 

be in a position to recommend that some casual income be appropriated to help finance that 

programme budget. 
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Dr MORK (Norway) said that his delegation, together with those of Denmark, Finland, 

Iceland and Sweden, agreed that the Director -General should be authorized to charge 

against casual income in 1980 -1981 the net additional costs under the regular programme 

budget resulting from differences in the rates of exchange, up to a maximum amount of 
$ 15 million. They were confident that the Director -General would continue to effect 

economies in the funds appropriated. 
The WHO budgetary rate of exchange for the period 1980 -1981 had been proposed at 

a level of 1.55 Swiss francs per US dollar. The Nordic delegations were aware that 
the dollar had recovered in relation to the Swiss franc since that low level of October 
1978, but believed, in view of the prevailing monetary instability, that that proposal 
should be retained. Moreover, the adoption of such a rate might prevent a recurrence 
of some of the financial difficulties faced by the Organization during recent years, when 
the budgetary rate of exchange had been established at a higher level than the rates that 
actually prevailed. 

The Nordic countries further believed that it was imperative for WHO to be, to the 
greatest extent possible, in a position to implement the activities included in its 
regular programme budget despite any adverse fluctuations in exchange rates. The 
Director -General should not be obliged to reduce those activities; such a step would be 
disastrous, particularly for the developing countries. 

Any earnings realized in 1980 -1981 as the result of a rise in the rate of the US 
dollar in relation to the Swiss franc would constitute casual income, and could be used 
by the Health Assembly to help finance the proposed programme budget for 1982 -1983. 
However, the Nordic countries did not at present favour the use of any increased 
casual income as a result of favourable exchange rates to expand the programme budget 
for 1982 -1983 beyond the real increase of 4% for the biennium recommended by the Executive 
Board in resolution EB63.R16. 

In the light of those considerations, the Nordic countries would vote in favour of 
the draft resolution recommended by the Executive Board in its resolution EB63.R7. 

Dr GALAHOV (Union of Soviet Socialist Republics) pointed out that it was by no means 
certain that casual income in the period 1980 -1981 would amount to $ 15 million. For 
it to do so, it would be necessary for Member States to honour their obligations as far 
as assessed contributions were concerned, and in that respect the situation was not at 
present altogether favourable. Moreover, and as the Director -General had pointed out 
in EB63/WP/4, the use of $ 15 million from casual income would only make it possible 
to avoid the need for supplementary budgetary estimates if the rate of exchange did not 
fall below 1.39 Swiss francs per US dollar. Finally, it was possible that further 
unforeseen expenditure might occur after 1979, which it would not be possible to cover 
out of casual income if the Health Assembly was bound by a prior decision to use that income 
to offset the effects of currency fluctuations. 

For all those reasons, he believed that it would be wise to postpone further 
consideration of the matter until the January 1980 session of the Executive Board, when 
the probable currency situation in 1980 -1981 would be clearer, as well as the possible income 
and expenses of the Organization. In consequence, his delegation would vote against 
the draft resolution contained in resolution EB63.R7. 

Dr BROYELLE (France) said that although her delegation had favoured the use of 
casual income to offset currency fluctuations in 1979, it had serious reservations 
concerning a commitment to proceed in the same manner in 1980 -1981. That period lay too 
far ahead, in view of the continuing monetary instability and of uncertainty concerning 
the casual income of the Organization at that time, for a binding decision to be 
taken at present. She believed that it would be preferable to re- examine the matter at 
the Board's January 1980 session and would therefore vote against the draft resolution 
in resolution EB63.R7. 

Mr TANIGUCHI (Japan) agreed that the proposal to grant the facility to the Director - 
General might be postponed until the Board's session in January 1980, which would be the 
beginning of the budgetary period concerned; the situation would be clearer by then. However, 
if a decision was required at the present stage, he suggested that the amount of the facility 
might be reduced to $ 7 -8 million, the amount of casual income which it was expected would be 
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earned during 1980. The situation could be further discussed at the next Health Assembly if 

necessary, and the Director -General could be authorized at that stage to use the casual 

income to be earned in 1981. 

His delegation would support the draft resolution recommended in resolution EB63.R7. 

Mr WIRTH (Federal Republic of Germany) said that the two issues on which decisions had 

to be taken were, first, the use of casual income during the next financial period up to an 

amount of US$ 15 million to compensate for the effects of currency fluctuations and, secondly, 

the exchange rate on which the next programme budget would be based. The two questions 

were closely related, as the extent of the protection of the budget against fluctuations in 

the exchange rate would depend on the outcome of both. 

His delegation agreed with the need for flexibility to protect the budget, since the 

principle was in keeping with current practice. However, the proposals would provide 

protection sufficient to cope with an average accounting rate for 1980 -1981 as low as 

1.39 Swiss francs to the US dollar, which was excessive. Either the budgetary rate or the 

casual income facility should be adjusted, and in his view it was the budgetary rate which 
should be brought into line, using the official United Nations accounting rate for the 

current month, May 1979, for which it was 1.72 Swiss francs. That method would be more 
objective than the one which had been used in preparing the proposed programme budget before 

the Committee, and by applying it, the amountof the budget and the contributions of Member 
States could be reduced by some $ 12 million without in any way affecting the scope of the 
proposed programme, which could be implemented in full. 

Therefore, while supporting the recommended draft resolution on the use of casual income 
to an amount of $ 15 million, his delegation proposed that Committee B recommend to Committee A 
that the programme budget for 1980 -1981 be based on an exchange rate of 1.72 Swiss francs to 
the US dollar. 

Mr SEABOURN (United Kingdom of Great Britain and Northern Ireland) said that the method 
used hitherto had been based on a forecast of the budgetary exchange rate, and no provision 
had been made for possible errors. Usually the movement of the rate had subsequently turned 
out to the disadvantage of WHO, and the measures taken later in the year had always been in 
the nature of rescue operations. Under the new system there would be no attempt at prediction, 
but a nominal rate would be taken as the basis for budgetary calculations, and casual income 
would be used to cover any fluctuations; if the rate rose, casual income would fall, and vice 
versa. That was potentially the solution to a very difficult problem. 

There was nothing to be gained from a timid approach to the amount of the facility to be 
granted to the Director -General or by postponing the decision. It would be no easier reliably 
to predict a rate applicable for the whole biennium in January 1980 than in May 1979. 
The amount proposed for the facility for the biennium - $ 15 million - was not to be confused 
with the $15 million used for a "rescue operation" in 1979. There was already $ 9.3 million 
in the casual income account, and the yield of unliquidated obligations amounting to 
$ 27 million, could be assumed on the basis of past experience to reach $ 2.7 million, so that 
$ 12 million might already be counted upon. Added to that there would be the usual casual 
income payments for the future period. 

He therefore urged approval of the resolution recommended by the Executive Board. He 
agreed with the delegate of India that the system for fixing the budgetary exchange rate should 
be kept under review; other organizations of the United Nations system might not be so 
fortunate in the accumulation of casual income and might wish to observe WHO's method, which 
he expected to be successful. WHO could change the health status of the world, but it could 
not change the monetary situation, which might cause the interruption of programmes and neces- 
sitate delays and cuts in spending. If the draft resolution was adopted, WHO should be able 
to prevent such interference. 

Mr VOHRA (India) said that what the previous speaker had called "rescue operation" 
should not be allowed to become permanent policy. He supported the new system in ger:eral, 
but reiterated that it did not constitute a final solution and that deferring the decision 
until 1980 would allow better information to be obtained. Meanwhile, steps should be taken 
to collect contributions due from Member States and an expert group should be set up to look 
into the complex issues involved. 
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Dr S. HASAN (Pakistan) fully supported the draft resolution. Any delay might have an 
undesired effect on the implementation of programme activities, but he agreed with the 
delegate of Norway that any savings to WHO resulting from an improvement in the rate of 
exchange during the biennium should be credited to Member States. 

Dr LIU XIRONG (China) supported the draft resolution recommended by the Executive Board. 

Mr BOYER (United States of America) agreed with the delegate of the Federal Republic of 
Germany that, if the Director -General was granted a facility of $ 15 million, the degree of 
protection offered by a budgetary exchange rate of 1.55 Swiss francs to the US dollar would 
be excessive. With the present rate at approximately 1.70 Swiss francs, the protection would 
effectively cover a drop to as low as 1.39 Swiss francs to the dollar. Forecasting was 
hazardous, but such heavy protection was not necessary. With sound and responsible financial 
management it should be possible to reduce either the facility of $ 15 million or the 1.55 
Swiss francs/US dollar exchange rate. Committee B should therefore recommend to Committee A 
that the budgetary rate of exchange should be raised to 1.68 Swiss francs, which the Assistant 
Director -General had indicated was the average for the current year. 

Mr FURTH (Assistant Director - General) assured the delegations of Norway and other Nordic 
countries that if the average accounting rate of exchange in 1980 -1981 were to be higher than 
the proposed budgetary rate of 1.55 Swiss francs per US dollar, the resulting savings would 
revert to Member States in the form of casual income. For example, if the average rate for 
the biennium 1980 -1981 were to turn out to be 1.75 Swiss francs or more, the recommended 
resolution made it clear that the Director- General would not be authorized to incur financial 
obligations up to the level of the effective working budget - i.e., he could not spend the 

full $ 427 290 000. A minimum of $ 15 million out of regular budget funds - representing 
mandatory net savings resulting from the difference between the WHO budgetary rate of exchange 
of 1.55 Swiss francs and the average United Nations/WHO accounting rate, which it had been 
assumed would be 1.75 or more - would have to be transferred to casual income. Financial 
obligations under the regular budget could thus not exceed US$ 412 million. In addition, none 
of the casual income earned in 1980 -1981, now conservatively estimated at the level of $ 15 

million, would be required to reduce the adverse effects of currency fluctuations on the 
programme budget for the financial period in question. Consequently, on the basis of a 

budgetary rate of 1.55 Swiss francs per US dollar, it was estimated that a minimum of $ 30 

million in casual income would become available to Member States in the form of casual income 
by the end of the biennium 1980 -1981, if contributions in that period remained at approximately 
the same level as in the past few years and if the average accounting rate of exchange in 1980- 

1981 was 1.75 Swiss francs or more to the US dollar. Although the proposed programme budget 
for 1982 -1983 would have to be submitted to the Executive Board in January 1981, i.e. before 
the end of the financial period currently under consideration, the Director -General would 
probably already be able in 1980 to propose that a substantial amount of casual income be used 
to finance - and thus reduce assessments for - the programme budget for 1982 -1983. Members 
could thuз rest assured that any casual income earned during the period 1980 -1981 would not be 
used to expand the programme budget for either that period or the succeeding one. 

He wished further to correct the impression that casual income, if not used to finance 

supplementary budgetary requirements, was used to finance technical cooperation activities. 

The level of the proposed budget did not depend on the amount of casual income. The Director - 

General fixed the upper limit of his budget proposals according to the guidance given by the 

World Health Assembly in its resolution on tentative projections. From the total budget level 
thus arrived at he deducted the support costs which it was expected would be reimbursed by 
UNDP, as well as available casual income, which left only the assessments to be made on Member 
States. If it were not for casual income, supplementary budgetary estimates would also have 
to be financed through additional assessments on Members, as was the case in other organizations 

in the United Nations system. Casual income was thus always and only being used to reduce 

assessments for the regular budget or potential assessments on Member States for supplementary 
budgetary requirements. 

In answer to the question raised by the delegates of France, Japan and the USSR as to 

whether the decision on the matter under consideration could be postponed until the sixty - 

fifth session of the Executive Board or even the Thirty -third World Health Assembly, he said 

that in the first place a deferment of the decision on the amount of the facility to be granted 

would impair the Director -General's ability to plan the implementation of the programme for 
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1980 -1981 well ahead. Towards the end of 1979, when the dollar would certainly be either above 
or below the budgetary rate of exchange set by the Health Assembly for 1980 -1981 - whatever 

that rate might be - the Director - General would not know whether he should already envisage 
possible programme reductions for early 1980 in order to meet additional costs of monetary 

fluctuations which might occur in 1980 -1981, or whether he could count on carrying out the 

programme as approved by the Health Assembly. Secondly, members of the Executive Board would 

have to discuss the very same issue that they had discussed the previous January, and that 

Committee B was discussing now. The subject would then have been discussed three times by 

WHO's governing bodies. It should be recalled that one of the main purposes of the proposal 

to establish such a facility had been to avoid the discussion year after year of purely 

financial or monetary problems in order to enable the Board and the Health Assembly to 
concentrate on programme and health - related matters. Thirdly, the Board and the Health 

Assembly would not be in any better position in 1980 to decide what the average exchange rate 

might be for the whole biennium 1980 -1981. He had illustrated in the discussion at the 

previous meeting how widely the dollar could fluctuate - more than 20% in the last year. 

Just as today's exchange rate was no indication of what exchange rates would be in 1980 -1981, 

the January 1980 rate would not give an indication of the average exchange rate of the dollar 

during the following two -year period.. The actual exchange rate in January 1980 was most 
likely to be higher or lower than the budgetary rate set by the Health Assembly, and in either 
event the possibility of a rapid or gradual change in the exchange situation would have to be 

envisaged. Consequently the Board would be faced in January 1980 with exactly the same 

problem as in January 1979, as the Health Assembly was. now. He saw no advantage in post- 

poning a decision until January 1980. 
Replying to the points raised by the delegates of the Federal Republic of Germany, Japan 

and the United States of America, and agreeing that there was a clear relation between the 
budgetary exchange rate and the maximum amount of the facility to be granted to the Director - 
General, he said that while the notion of a fixed budgetary exchange rate was maintained, if 

only to allow the calculation of a single set of budget estimates and formal approval of a 
single budget level, the proposed arrangement had many of the characteristics of a floating 
exchange rate system, since it made it possible to cope during the financial period with a 
whole range of possible average accounting rates of exchange, without increasing or reducing the 
approved budget level. It was not therefore the difference between the nominally fixed 
exchange rate of 1.55 Swiss francs to the US dollar and the official United Nations accounting 
rate of exchange of 1.72 Swiss francs per dollar for May 1979 which should determine whether 
or not the Health Assembly should change the budgetary rate of exchange for WHO. There was 
nothing sacred about the rate of 1.55 Swiss francs, which had been decided upon simply because 
that had been the rate when the budget was being prepared, but the rate of 1.72 Swiss francs 

was not sacred either. If the feeling was that the budgetary rate of exchange should be 
changed, he believed it should be thus decided only if the range of accounting rates of 

exchange between 1.39 and 1.75 Swiss francs or more to the dollar with which WHO would be 
able to cope, and which the Executive Board had accepted in January 1979, should now be 
considered unreasonable. The Director - General felt that nothing had occurred since the 

Board's session in January 1979 which would tend to make one believe that the average accounting 

rate of exchange in 1980 -1981 might be either much higher than 1.75 Swiss francs per US dollar 
or lower than 1.39 Swiss francs per US dollar. If the same exchange rate were maintained, 
but the proposed facility were reduced to seven or eight million dollars, the range of average 

accounting rates with which the Director -General could cope in that period would be greatly 

reduced. For example, if the facility were only US$ 7 million, he would be able to make ends 
meet only if the average accounting rate of exchange did not go below 1.47 Swiss francs. 

It was up to the Health Assembly to decide on a reasonable range on the basis of a proper 
evaluation of the risks involved. Member States had nothing to lose if the budgetary exchange 
rate was set too low, as any savings would automatically go back to them in the form of casual 

income. If the rate were to be adjusted to 1.72 Swiss francs to the US dollar, as the 

delegates of the Federal Republic of Germany and the United States of America had agreed to 

propose, the effective working budget level would be reduced by approximately US$ 12.5 million. 

The consequence could well be that the Director -General would be able to propose little or no 

casual income to help finance the 1982 -1983 budget. For, supposing that in 1980 the average 

accounting rate of exchange were to be 1.65 Swiss francs and that the budgetary rate had been 

set at 1.72, no savings would be made under the regular budget in that first year of the 

biennium, and some of the casual income earned in that year would have to be used to cover 

the budgetary losses; whereas with the same average accounting rate of exchange (1.65 Swiss 

francs), but with a budgetary rate of 1.55, the Director - General clearly would be able to 



A32 /B/SR/3 

page 12 

propose the use of all the casual income earned in 1980 - or a substantial proportion of it - 

to help finance the budget for 1982 -1983, and there would in addition already be substantial 

savings in 1980 under the regular budget for 1980 -1981 which he could also propose to be used 

for that purpose. Thus, in considering whether the budgetary exchange rate was to be raised, 

the Health Assembly would have to consider not only whether it was reasonable and worthwhile 
for WHO to incur an exchange risk but also the possible effects which such a change might have 

on the financing of the programme budget for 1982 -1983. 

On the question of solutions sought within the United Nations system and of the proposed 

establishment of an expert group to reconsider the whole matter within WHO, it might interest 

the delegates of USSR and India in particular to know that a common solution had been sought 

with little success in the past but that the Director -General's representatives at CCAQ's 

session in March 1979 had informed that Committee that a member of the WHO Executive Board had 
requested that interorganizational consultations on this matter should be resumed at the level 

of the executive heads. The Committee had agreed to conduct at its September session a formal 

review of practices in the United Nations system based on information obtained in reply to a 

questionnaire, and to make recommendations on measures to counteract currency instability for 

approval by ACC. 

Mr WIRTH (Federal Republic of Germany) said that attention should be concentrated on the 
financing of the programme budget for 1980 -1981 and should not be distracted by considerations 

of the subsequent biennium. He recalled his earlier proposal, as later amended by the 

delegate of the United States of America. The exchange rate of 1.55 Swiss francs to the 

US dollar did not take into account developments since 1978; the money markets had become 
more stable. 

His delegation reserved the right to comment further when its proposal came before 
Committee A. 

Mr BOYER (United States of America) welcomed the Assistant Director -General's assurance 
that Member States would lose nothing from the application of a low exchange rate, but pointed 

out that some countries were not in a position to raise the necessary funds only to see them 
lie idle for as much as two years while accumulating interest for WHO in the casual income 

account. 

If the establishment of the higher rate of exchange which it had proposed to Committee A 
did not prove feasible, his delegation would have to obstain in the vote on the draft 
resolution recommended by the Executive Board. 

Dr GALAHOV (Union of Soviet Socialist Republics) said that the length of the discussion 

and the widely varying opinions expressed were evidence that the matter had been brought 
before the Health Assembly too early, and that it should be resubmitted to the Board in 

January 1980. 

The CHAIRMAN reminded the Committee that the programme budget had been calculated on the 
basis of the exchange rate of 1.55 Swiss francs to the dollar, and asked for a vote on the 

proposal by the delegates of the Federal Republic of Germany and the United States of America 
that a change in the rate to 1.68 Swiss francs be recommended to Committee A. 

Decision: The proposal was rejected by 30 votes to 10, with 54 abstentions. 

Dr ALDEREGUTA (Cuba), speaking on a point of order, said that the number of delegates 

abstaining was evidence of the lack of clarity in their minds, and suggested that a small 

working group should be formed to draw up criteria to guide the Committee to a clearer 

decision. 

The CHAIRMAN said that the Cuban proposal could not be admitted in Committee B after the 

vote had taken place. If delegations wished, however, they could raise the matter in 

Committee A. 

He invited the Committee to vote on the draft resolution recommended by the Executive 

Board in its resolution EB63.R7. 

Decision: The draft resolution was approved by 66 votes to 9, with 17 abstentions. 

The meeting rose at 17h45. 


