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THIRD MEETING 

Tuesday, 13 January 1987, at 9h30 

Chairman： Dr Uthai SUDSUKH 

PROPOSED PROGRAMME BUDGET FOR THE FINANCIAL PERIOD 1988-1989: Item 7 of the Agenda 
(Documents PB/88-89 and EB79/4) 

REPORTS OF THE REGIONAL DIRECTORS ON SIGNIFICANT REGIONAL DEVELOPMENTS, INCLUDING REGIONAL 
COMMITTEE MATTERS: Item 8 of the Agenda (Documents EB79/1A, EB79/15, EB79/16, EB79/17, 
EB79/18 and EB79/19) 

General policy review: Item 7.1 of the Agenda (continued) 

Sir John REID, commenting on the financial crisis facing the Organization, rioted that 
countries which failed to meet their financial obligations to WHO might do so by not paying 
at all, by paying late, by paying only in part, or by a combination of the last two. If some 
poor country could not meet its obligations, the Executive Board and the Health Assembly had 
a long history of showing tolerance and understanding. However, the current financial crisis 
had its origin in several factors. Information had been provided on inflation, statutory 
cost increases and currency fluctuations； recently, information on the extent to which the 
Organization's problems were due to countries failing to meet their financial obligations had 
become available in document EB79/22, which showed that in the years 1977-1985 over 90% of 
contributions had been received by 31 December, whereas in 1986 that figure had fallen to 
72%. The Director-General also noted that the 25 largest contributors accounted for some 90% 
of the Organization's assessed income and that delay in paying their contributions had a 
disproportionate effect on the finances and programme of work for the remaining Member States 

In principle he supported the provisional programme reductions for 1986-1987, as well as 
the contingency plan for 1988-1989, as set out in document EB79/4. However, most of the 
reductions shown related to personnel； there was very little information on how those cuts 
would affect programmes. That was an important consideration in deciding the relative merits 
or demerits of the proposed cuts, and the Executive Board and the Health Assembly should be 
fully aware of the implications. The Secretariat might wish to clarify the situation. 
Although the Director-General had clearly attempted to be even-handed in his approach to the 
proposed cuts, it would be advisable to wait until the programmes had been reviewed before 
deciding on any specific reductions. It was important, for example, to consider whether any 
particular programme should be subject to major reductions in order to protect others. As 
physicians, members of the Board knew that matters of health often had to be looked at on a 
long-term basis. The same was true of budgetary matters, as Mr Furth had emphasized in his 
lucid presentation, which had helped to put the question of increased assessments into 
perspective. Everyone, of course, was concerned at the potential size of the increase. 

Over the years there had been regular discussions in the Executive Board regarding the 
use of casual income to offset the effects of currency fluctuations. He himself had always 
supported such action. In view of the severe currency fluctuations obtaining at present, 
exceptional measures were required - all the more so if the Organization was also faced by a 
substantial deficit in the payment of contributions by Member States• He doubted whether any 
member of the Board was pleased to be confronted with the need to consider the measures 
outlined in paragraphs 50 and 51 of the Director-General1 s Introduction to the proposed 
programme budget, but he was forced to the conclusion that the Board had little option but to 
support them. In doing so, it would, of course, accept the clear assurances given by the 
Director-General in paragraph 51 concerning the use of the US$ 47 million of casual income. 

It was his understanding that, unless the financial shortfall was made up by May 1988, 
Member States' assessed contributions would be raised by 31% for the whole of the financial 
period 1988-1989. It was clear from document EB79/22 that a substantial part of the reason 
for that very large increase was the failure of some countries to pay their dues. That meant 
that all those countries which had loyally paid their contributions, including the United 
Kingdom, were in fact subsidizing the defaulters - a situation which was monstrously unfair. 
The solution must surely lie not only in programme cuts, but also in the Board's considering 
what could be done to persuade the defaulting Member States to pay their contributions and, 
if that should fail, what other action might be suggested to the Health Assembly. 
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Professor ISAKOV, after stressing the importance of the timely circulation of the budget 
documents, pointed out that inflation, currency fluctuations and the failure of a number of 
Member States to pay their dues all had an unfortunate impact on WHO's budget and programme 
of work. It was therefore essential that the Organization's limited resources be put to 
optimum use in programme activities and that steps be taken to prevent any increase in the 
assessed contributions to be paid by Member States that would be disproportionate to the 
benefits which they derived from their membership• Consideration might be given to the 
cessation of budgetary support for measures which might not be fully in keeping with WHO'S 
functions and objectives and for the execution of which at the national level other sources 
of financing might be available. 

The Executive Board should recommend to the Health Assembly that all available casual 
income be used to finance the programme budget for 1988-1989 and that it approve the 
Director-General1 s proposals for reductions in programme budget implementation, having regard 
to the specific comments made by members of the Board. If the implementation of the 
Director-General1s plan should prove to be insufficient, further reductions in expenditure 
and the adoption of more radical measures, as indicated by members of the Board, would have 
to be considered. The Director-General1s efforts to restrain the growth of the budget were 
already yielding certain positive results. The proposed programme budget for 1988-1989 
represented a decrease in real terms. He had no objection to the proposal that the 
Director-General be authorized to use casual income accumulated as of January 1987 to meet 
the unfavourable effects of currency fluctuations on a provisional basis. 

Some administrative savings had rightly been made in the preparation of the programme 
budget； however, not all the proposed reductions were sufficiently justified. For example, 
the work of expert committees and research groups should not be curtailed. The latter were 
particularly important as they furnished the scientific basis of WHO'S programme activities 
and of the decision-making related thereto. The substantial cut in publications was also a 
source of concern: more information, rather than less, was surely required. That being 
said, he believed that consideration could be given to ways and means of reducing expenditure 
on certain programmes for which funds were available from other sources. For example, a 
closer look at programme 11 (Promotion of environmental health) might reveal the possibility 
of considerable savings. The importance of that programme was, of course, recognized, but a 
careful selection should be made of the measures having a direct bearing on health, while WHO 
financing of those which could be carried out with the help of other organizations or of 
national authorities could be discontinued. 

Dr GRECH said that inflationary cost increases and exchange rate fluctuations had 
accounted for only 0.5% of the annual increase since 1976. Moreover, over the past 10 years 
the cumulative budgetary increase had been a mere 4.2%. As far as regional bugetary 
allocations were concerned, there had in fact been a 4.27% real increase in Europe, but that 
was largely due to the transfer of funds for the health of the elderly and accident 
prevention programmes from the global and interregional level to the regional. Inflationary 
and statutory cost increases were lowest in Europe (4.56%), while currency adjustments other 
than those at the global and interregional level were greatest in that region (13.86%). 

Noting the programme budget implementation reductions already effected with regard to 
the biennium 1986-1987 and those proposed for the biennium 1988-1989, he said that two stark 
facts emerged from the general policy review: first, the financial situation, precarious in 
March 1986, had remained unchanged or had worsened by November 1986 at the time of the review 
and, second, there was no choice but to reduce activities or face insolvency. The question 
as to which activities should be curtailed or eliminated altogether and which provisional and 
contingent measures should be modified could be the subject of lengthy debate. For instance, 
with regard to Annex 3 to document EB79/4 concerning reductions in global and interregional 
activities, he personally would not have favoured such a drastic withdrawal of funds from 
programme 4, and in particular from "research and development to support strategies for 
health for all"; he would also have opted for a reduction in the number of issues rather 
than the outright suspension for two or three years of such publications as the WHO Chronicle 
and Public Health Papers. However, such a reallocation of priorities did not alter the 
end-result. It was necessary to keep the situation under constant review and to ensure 
flexibility so that country health development programmes could be sustained as far as 
possible. It was his understanding that the cuts for the financial period 1988-1989 had been 
planned on a pro rata basis from the global, interregional and regional programmes, along the 
same lines as those made for the biennium 1986-1987. 
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He would like to know what form of consultation with national authorities was envisaged 
by the Regional Directors in order to meet the financial targets of the contingency plan for 
1988-1989 and, assuming that both resolutions before the Board (the Appropriation Resolution 
and the resolution suggested by the Director-General on cooperation in programme budgeting) 
were approved by the Health Assembly, that the current financial problems of the Organization 
became less acute by May 1987 or May 1988, and that the shortfalls in assessed contributions 
envisaged for the financial periods 1986-1987 and 1988-1989 remained unchanged, whether the 
Director-General would be in a position to recommend only an appropriation of up to 
US$ 37 million of available casual income to help finance the 1988-1989 regular budget, and 
not USÍ 47 million, bearing in mind that a proposal was being made for an additional sum of 
US$ 10 million to be provided to cover the 1986-1987 budget. 

Dr SONG Yunfu expressed his deep concern regarding the budget reductions for the 
financial periods 1986-1987 and 1988-1989• The crisis facing the Organization was extremely 
serious, and the problem should be solved in two ways. 

First, economical management and financial reforms were needed. Unnecessary meetings 
and documentation must be reduced. The Director-General had already made commendable efforts 
to increase efficiency and solve the Organization1s financial crisis in such a way that the 
effect on activities at the country level would be minimal. 

With regard to the second consideration, it should be borne in mind that the measures 
taken by the Director-General constituted only a partial solution. There was a Chinese 
proverb to the effect that even an excellent housewife could not make a meal without rice. 
All Member States should realize that if they were to enjoy the services provided by WHO, 
obligations to the Organization must be honoured. Of course, conditions varied from country 
to country； poor countries found it difficult to pay their contributions. However, there 
were other factors involved in the failure to pay. Individual Member States could not impose 
their will oil other Member States and should not act unilaterally in an international 
organization. It was therefore greatly to be hoped that the Director-General would urge 
those Member States which had not honoured their financial obligations to take into 
consideration the general interest of the world as a whole and to pay their dues. That was 
the basic solution to WHO1s financial crisis, and only thus could the programmes that had 
been collectively agreed upon be implemented. 

Dr HAPSARA requested some further information regarding the "Other sources" mentioned in 
the table on page 33 of document PB/88-89 and asked what possibility there was of increasing 
the income derived from them, particularly for the benefit of programme 6 (Public information 
and education for health)• He also inquired why the allocation for the South-East Asia 
Region was to be decreased by ÜSÍ 106 200 in the 1988-1989 financial period, as indicated in 
the table for Step 3 on page 7, and whether the proposed reduction for programme 3.1 (Health 
situation and trend assessment) indicated oil page 7 of Annex 3 to document ЕВ79/4 might not 
hamper basic activities essential to technical cooperation. 

Professor STEINBACH noted that the Board was confronted by a substantial nominal 
increase in the budget and by ail even higher increase in contributions to be paid by Member 
States. He had been impressed by the comments made by Mr Furth, Assistant Director-General, 
in regard to those figures• He wondered, however, whether contributions could not be reduced 
by using casual income, as had been done in the past. He had difficulties with the proposal 
of the Director-General which, instead of having recourse to the usual procedure, was 
attempting to bridge expected shortfalls in contributions exceeding $ 50 million. 

Noting the decisions taken by the United Nations General Assembly in December 1986, 
including some economic measures concerning pensions, he wondered, as WHO adhered to the 
common system, whether they might not result in a reduction of the budget level. 

Professor GIRARD agreed with Mr Boyer that the Secretariat should provide further 
details and clarification on a number of issues, such as the anticipated increase in the 
number of posts in WHO. The purpose of that request was to strengthen the required 
transparency of the Organization1s workings, and not to question the proposed programme 
budget as a whole, which he considered satisfactory. 
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The main question at issue was not so much the level of currency exchange fluctuations, 
but rather the basic fact that certain Member States were, for reasons of their own, failing 
to meet their international commitments and that that course of action, by one Member State 
in particular, had the result of bringing about an unprecedented threat to the Organization. 
It was essential, accordingly, together to find a way to meet that threat. 

In spite of the clear presentation by Mr Furth, the proposals did not entirely clarify, 
for example, what conditions and timing would apply in the replenishment of the Working 
Capital Fund, which would be drawn upon initially to remedy the shortfall in contributions 
received. Secondly, what would be the estimated level of casual income at 31 December 1987 
based on anticipated income for the year 1987? Thirdly, what was the legal position on such 
recourse to casual income； would it constitute an advance to the Organization by Member 
States? 

The country he knew best could not envisage compensating for others1 failure to pay. 
Indeed, it would obviously be unacceptable for countries prompt in their payments to be thus 
penalized. That principle would govern the stand he would in due course be taking on the 
proposals put forward by the Secretariat. 

The CHAIRMAN, speaking in his personal capacity, expressed full support for the 
reductions proposed by the Director-General in his report concerning the programme budget 
implementation reductions in 1986-1987 and 1988-1989. 

He shared the view that an increase of 31% in assessed contributions relating to 
1988-1989 would be difficult to assimilate. It would also be somewhat unsafe to have to use 
casual income to help reduce the burden of assessed contributions since, if some Member 
States were still to fail to pay their contributions in full the Organization would be left 
helpless to cope with the resulting shortfall and would not be able to meet its financial 
obligations. Casual income should be kept to meet currency fluctuations, any shortfall in 
the coming biennium or any emergencies, only when contributions had been paid up to the 
expected amounts, as recommended by the Secretariat. The assessed contributions of Member 
States could be reduced in the light of the possibilities for alternative funding and for 
further curtailing programme activities of a lower priority on a selective basis. 

The most important step, as already proposed by previous speakers, was to appeal to 
those Member States which had delayed payment or had not paid any of their assessed 
contribution to make it possible to deal properly and effectively with the situation. 

Mr McKAY asked what action had been taken to press those countries that were in arrears 
to make up the deficit and how the Secretariat reacted to the suggestion that other sources 
of revenue could be tapped by WHO. 

The DIRECTOR-GENERAL said that he could not help but feel astonishment after the earlier 
support voiced for WHO when speakers had said that there was no crisis of confidence in the 
Organization, had been followed by the current debate. Had there not been a confluence of 
circumstances arising out of extreme currency fluctuations, default by Member States which 
could afford to pay, and an extreme nervousness in the political climate surrounding 
everything to do with development, the budget would have been hailed by the Board as one 
which had been kept to the lowest level in terms of cost increases and other factors. 
Instead of that, a voice had been heard the previous day threatening the Board with the 
possibility that, unless drastic action was taken to modify the effect of the programme 
budget proposals on the assessed contributions of Member States a monumental confidence 
crisis would build up around WHO. 

Furthermore, a Board member had implied that the Director-General had had a somewhat 
fraudulent approach to the application of resolution WHA29.48, when its implementation had, 
in effect, resulted in 370 posts within the Organization being cut, in the period 1978-1981, 
most of them at headquarters, with the consequence of a real transfer of hundreds of millions 
of dollars to activities in Member States. Moreover, in 1986 and 1987, many WHO programmes 
had had to suffer as a result of the US$ 35 million reduction in programme budget 
implementation and the repercussions would certainly be felt in many Member States. In 1988 
and 1989, there would be further reductions in programme budget implementation amounting to 
USi 50 million. 
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It was important to be clear as to what had really happened at a time when attempts were 
being made to turn the situation into an attack on WHO and to exonerate the defaulters. He 
recalled that the international organizations had been faced by what could be termed a 
disaster situation. Unlike other bodies, which had stressed that aspect with a view to being 
bailed out, WHO had considered a disaster attitude inappropriate, and so had anticipated the 
consequences well in advance. Indeed, it had been criticized by others within the United 
Nations system for doing so, on the grounds that that would make it all too easy for Member 
States to pursue the course they had embarked on. 

Thus, WHO had turned a disaster situation into a financial crisis situation, as a result 
of which he was endeavouring to find US$ 35 million in respect of 1986-1987 and 
USÍ 50 million in respect of 1988-1989, striking many areas which would undoubtedly suffer 
very unjustifiably from a programme perspective over the medium and long term. For instance, 
nutrition activities had been reduced by half. Amazingly, it was now suggested that WHO 
could introduce even further reductions. That seemed to him completely unreasonable. The 
process could be carried to an absurd zero situation, which would eliminate WHO altogether. 
Then Member States would indeed see the consequences. The suggestion was all the more 
surprising as not a single expert visiting headquarters, and notably from the United States 
of America, had failed to express astonishment at the lack of staff in a number of 
specialized areas, since, as a result of resolution WHA29.48, most programmes had been cut 
down to the bare bone. In spite of that, WHO had not only been able to keep its programme 
going but had, over the past decade, added some 13-14 new programmes, because of the 
tremendous support received from extrabudgetary resources through the Director-General1 s 
Development Programme and by mobilizing the confidence of donors. 

His earlier references to the severe difficulties encountered by WHO because of those 
reductions in programme budget implementation had not elicited any great degree of sympathy. 
Sir John Reid had stressed the need for a decision as to how the situation could best be 
dealt with. He himself had thought of a private meeting of the Board, but as the question 
had been raised he would state his position. 

He would be perfectly prepared to make available immediately the total amount of casual 
income, provided that Board members would collectively share with him certain basic 
assumptions, namely that at least some of the richest countries of the world would indeed 
feel bound by their treaty obligations. However, it should be borne in mind that the 
Organization had received about ÜS¿ 7 million or about 10% of the US$ 63 million representing 
one particular country1 s assessed contribution for 1986• Anyone dealing with management 
would know that there was no way of ignoring such a phenomenon. Nevertheless, while he had 
not received anything in writing, his own political reading of the situation and his 
confidence in that country were such that he personally entertained no doubts but that that 
country would honour its obligations, and he believed that would be done by the end of 1987. 
If that assumption were shared, the Director-General would be ready to make casual income 
available, with the additional condition that WHO would have to study the situation so as to 
ensure there was no risk of running into a liquidity crisis and having to lay off staff in 
the following months. The details of that borrowing procedure could be studied. The Board 
might consider him unduly pessimistic, although events had proved him an optimist in the 
past. That course of action was therefore a real possibility on the basis of a collective 
decision of the Board and the Director-General. 

Should the disaster situation be perpetuated and the position in regard to arrears show 
no improvement by the end of 1987, he would be obliged to bring the situation to the notice 
of the Board in 1988, with a possible supplementary budget for submission to the World Health 
Assembly in 1988. He was sure the Board would admit that the Director-General could not take 
a decision of that magnitude entirely on his own, since it involved forecasting future 
developments. 

He pointed out that, regarding the proposed contigency plans, if an amount of 
¿ 35 million were frozen in 1986-1987, there could be ail equivalent surplus if Member States 
were to pay the entirety of their assessed contributions, as that amount could revert to 
casual income and be used for financing the budget for 1988-1989 as well as further budgets. 
Furthermore, if the feeling was that the Organization could continue to reduce its activities 
the Director-General might even be requested to continue to apply the contingency plan 
proposed in respect of 1988-1989, which, similarly, would mean that, assuming all countries 
met their treaty obligations, an amount of US$ 50 million would become available to finance 
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future programme budgets. Thus, a truly extraordinary degree of zero and less than zero 
growth would have been achieved. If those reductions in implementation had to be introduced 
it would undoubtedly cause much suffering, and he found it regrettable that suffering should 
be treated in a cavalier fashion. 

If all the factors to which he had referred at the outset of his statement had not 
obtained, certain remarks in the debate, which were not fair either to the Board or to the 
Organization, might not have been made. Naturally, that was one aspect of democracy； but it 
was important to recall that the Board was made up of experts in health matters and not of 
politicians, and that aspect should not be lost sight of in the debate in the interest of 
having a good Organization. Indeed, the ways in which the Organization could be made even 
better constituted the purpose of his Introduction to the proposed programme budget. 

He emphasized the extent to which WHO was an open and democratic Organization. While it 
might be possible to criticize management - and he had been the first to do so in his written 
Introduction - it could never be said that information within WHO was kept secret. The 
Secretariat was consistently willing to provide all information asked of it by Member States, 
and there had never been any deliberate attempt to manipulate or mislead them. It was 
essential that countries should see WHO as their own "open house" and that they should also 
take responsibility for its administration. 

As for the contingency plans themselves, he stressed that they could not be ideal since 
they had arisen out of crisis management• Consequently, he felt that the Board should 
continue over the year, and by means of its Programme Committee, to look again at those 
contingency plans and to improve them as necessary. Naturally, all the Board's comments 
would be fully taken into account. He emphasized the fact that, over the years, every 
opportunity had been offered to the Board to set up mechanisms to intensify the transparency 
of programme budgets. He recalled an instance when some years previously a large country had 
suggested a procedure to obtain the approval of the Health Assembly as to the real level 
desirable in the programme budget for each biennium. However, although the Secretariat had 
indicated its willingness and had prepared the requisite documentation, that country had then 
decided that it would be preferable not to proceed with the suggestion, since the Health 
Assembly might be likely to recommend increases. That was but one example of the 
Secretariat's continual willingness to listen to Member States. 

He stressed his intention of endeavouring to pursue the work of WHO in a spirit of 
cooperation and consensus. However, if that were to be possible, it was very important to 
refrain from insinuations. The Secretariat found questions, however numerous and probing, 
and criticism perfectly acceptable, but insinuations were another matter, since it was 
difficult for Member States to assess what lay behind them, and it was thus difficult to keep 
a desirable balance in any given situation. 

There was no limit to the extent to which the Director-General was prepared to go along 
with the BoardT s deep concerns, and he offered the possibility of a private meeting aimed at 
finding the best way of dealing with the situation, if the Board so wished. 

Mr FURTH (Assistant Director-General), responding to Dr Larivière's question as to how 
the Secretariat had complied with resolution WHA29,48, and more particularly whether the 
reduction in funds at the global and regional levels and the transfer of those funds to 
technical cooperation, especially at the country level, were due only to currency 
fluctuations or whether they were real reductions or transfers, reminded members that the 
Board had been asked to monitor very thoroughly the implementation of resolution WHA29.48 in 
real terms. The last monitoring exercise had been undertaken by the Programme Committee, 
whose report (EB65/7) had been noted by the Executive Board in January 1980. The conclusions 
of the report should dispel Dr Larivière's doubts. Under resolution WHA29.48, the 
Director-General had been requested to reorient the working of the Organization with a view 
to ensuring that allocations of the regular programme budget reached the level of at least 
60% in real terms towards technical cooperation and provision of services by 1980. The 
Director-General had responded by developing a strategy for the 1978-1979 and 1980-1981 
biennia to release regular budget resources at headquarters and in regional offices and shift 
them to technical cooperation activities. It had been proposed to measure the shift of 
resources in 1978-1981 within the 1977 budget level and on the basis of 1977 costs, in order 
to measure compliance in real terms with the 60% technical cooperation target, without 
adjustment for cost increases and monetary exchange fluctuations. In May 1977, the Health 
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Assembly, in resolution WHA30.30, had approved the programme budget strategy and affirmed 
that it had provided a basis for full response to the programme budget policy directives of 
resolutions WHA28.75, WHA28.76 and WHA29.48. In paragraph 70 of its report, the Programme 
Committee had concluded that the programme budget strategy was being fully implemented in the 
current 1978-1979 biennium and in the programme budget for 1980-1981. The phased reduction 
of established posts funded from the regular budget, particularly at headquarters, affected a 
total of 370 posts eliminated during the period 1978-1981. Cutting down establishment 
expenditures, streamlining operations and phasing out projects and activities which had 
outlived their usefulness had released a cumulative total of i 43 264 880 in resources made 
available for new or increased technical cooperation from 1978 to 1981. 

Dr Larivière had said that a 31.44% increase in assessments was a shock for any system, 
to which Mr Boyer had added that the shock was even greater for countries having to pay in 
local currencies. It was true that there were countries whose currencies had declined in 
value in relation to the dollar, signifying a sometimes dramatic increase in their 
contributions in local currencies. However, for some countries, especially among the larger 
contributors, there was no increase in their contributions in local currencies. A comparison 
had been made in US dollars and local currencies of contributors assessed at more than 1%, of 
whom, excluding the United States of America, there were 15. Nine of them would experience a 
substantial reduction in their contribution in local currencies as compared with the present 
biennium； three would have an increase lower than the average figure of 31.44%; and only 
three would have an increase exceeding that figure. To take an example, the largest assessed 
contributor after the United States of America, viz. Japan, would see its assessed 
contribution increased by 34.56%, or t 17.7 million, as compared with the previous biennium. 
However, in May 1985, when the 1986-1987 programme budget had been adopted» the exchange rate 
had stood at 250 yens to the dollar, while today it was 160 yens to the dollar. That meant 
that in terms of the yen, Japan's 1986-1987 contribution was 12.7 billion yen, while in 
1988-1989, despite the increased assessment in US dollars, it would amount to only 
11 billion yen. In terms of Japan's own currency, there was thus a decrease of 13.83% on its 
assessment from one biennium to the next. Other countries experienced even bigger 
reductions, which might be accentuated still further by the time of the Health Assembly in 
May 1987 if the US dollar continued to decline in relation to those countries' own currencies. 

Some speakers had recommended that all of the $ 47 million of casual income available as 
of 31 December 1986 should be appropriated to help reduce assessments for 1988-1989. He 
wished to explain why it was considered extremely risky to do so at the present time. The 
principal reason for the financial crisis was the shortfall in the contribution from one 
country, which was the largest contributor. The total assessment for 1986-1987 of that 
country amounted to $ 125 million for the biennium - all the figures cited being approximate 
for reasons of simplification. Out of that figure, that country had so far contributed - at 
the very end of 1986 - $ 10 million, three million of which had been paid into casual income 
in respect of arrears for 1985 and could not therefore be used to help finance the 1986-1987 
budget. That left a total payment of $ 7 million for the budget out of the total assessed 
contribution of i 125 million. Verbal indication had been received that after 1 October 1987 
another $ 36 million might be expected. If that were the case, then that country would have 
paid i 43 million by the end of 1987, leaving a shortfall in its assessed contribution of 
i 82 million at the end of 1987. Although the Director-General had effected programme 
implementation reductions of i 35 million, and to that extent that shortfall would be 
covered, there would still remain a $ 47 million shortfall in that country's contribution. 
Consequently, if that were the scenario, how was the Director-General to carry out the 
programme for the rest ôf the year if he did not have casual income to borrow from? It was 
obvious that under such circumstances there could not be any appropriation of casual income 
even in May 1988 to help reduce assessments for 1988-1989. 

To take another scenario, starting with the $ 125 million assessment for the same 
country and assuming that since it would have paid i 46 million in respect of 1987 and 
$ 43 million in respect of 1986, i.e. a total of $ 89 million, there would be a shortfall of 
$ 36 million. In that situation, given the ¿ 35 million in reductions effected by the 
Director-General in 1986-1987, the shortfall seemed to be almost covered. Even though that 
country would by no means have paid its full assessed contributions, it seemed that the 
Director-General would be in a position to recommend the appropriation of the entire 
$ 47 million of casual income to help finance the 1988-1989 budget, especially if there was 
an indication at that time that the country concerned would continue to pay most of its 
assessed contributions, if not entirely, for 1988-1989. 
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The figure of i 47 million to be borrowed from casual income to which he had referred in 
the first hypothesis was perhaps not entirely correct, because of the existence of the 
working capital fund which would be borrowed from before resorting to borrowing from the 
casual income account. However the working capital fund amounted to only $ 11 million, 
relatively little in regard to the substantial amounts at issue. 

A number of speakers had spoken against the expansion of the casual income facility by 
another t 10 million because they were under the impression that that amount would further 
reduce the $ 47 million in casual income available as of 31 December 1986, and that 
therefore, when it came to appropriating casual income to help reduce assessments for 
1988-1989, only i 37 million would be available. He wished, however, to dispel those 
doubts. The Director-General had stated that he would make i 47 million of casual income 
available for appropriation. It was expected that about t 20 million of casual income would 
be earned in 1987, particularly if other Member States continued to pay fairly early in the 
year. Twenty million dollars was a fair estimate on the assumption that there was no further 
drastic decline in interest rates. On the other hand, if the casual income facility was not 
expanded, how could WHO be expected to continue until the end of the year? The dollar was 
continuing to decline and the Í 10 million now requested by the Director-General were 
certainly not enough to cover the shortfall due to that decline. A tremendous amount of cost 
absorption would be necessary. Without the proposed expansion, it was difficult to see how 
WHO could meet its obligations. 

Turning to Step 2 oil page 6 of the budget volume and Mr Boyer1 s objection to the fact 
that the figures relating to country and regional and intercountry levels were only rough 
estimates (footnote (2)), Mr Furth specified that they had never before been included in the 
Analytical Framework and had been indicated on the present occasion only on the insistence of 
Mr Boyer, even though he himself and the budget specialists had been reluctant to include in 
the budget figures that were necessarily not as precise as other budget figures. They could 
be only "rough" estimates, as could be understood from the terms of resolution WHA30.23 
concerning programme budgeting procedures at country level quoted on page 527 of the budget 
volume. Those procedures - which had been in force for a decade - had resulted in the 
development of WHO'S programme budget at the country level expressed in terms of general 
programmes rather than in the form of individual projects or detailed activities, which were 
formulated much later. At the current programming stage, the details of objects of 
expenditure - how many posts, courses, equipment, etc. - at the country level were not 
precisely known, and it was therefore impossible to apply the normal procedures (outlined in 
paragraph 7 of page 532 of the budget volume) for calculating real increases and decreases. 
However, a sound methodology did exist for arriving at a reasonable, if rough, estimate as to 
that part of the increase in a country or intercountry planning figure that represented a 
real increase and the part that represented a cost increase； it was based on average costs 
for the current biennium for various inputs, on the regional offices' experience with past 
cost increases in countries and oil the best available information and regional forecasts 
about inflationary trends and currency fluctuations. It was for that same reason that in 
respect of Step 13, on page 13, it was not possible to give main categories of expenditure 
for country and intercountry activities, since most of the required information was simply 
not available at the present time. To the objection that it might therefore be difficult for 
the Board to draw conclusions as to whether the amounts requested were appropriate, he would 
reply that it was to be hoped that the Executive Board and the World Health Assembly would 
not form an opinion oil the matter oil the basis of objects of expenditure but on whether 
country and intercountry programmes met national health goals and priorities set by the 
Health Assembly, If the Board felt that it was absolutely essential to be informed of 
objects of expenditure at the present stage, it would be necessary to revert to the procedure 
adopted up to 1977, which would be a retrograde step and not fair to governments. The result 
would be not a phantom budget but a fictional one, as had been the case in the past, when the 
External Auditor, in reviewing the budget of one region, in which every detail had been 
worked out in advance, had found that over 60% of the budget was a fiction, since priorities 
and circumstances had changed in the intervening period of three to four years between budget 
preparation at the country level and budget implementation. 

Footnote (2) to the table concerning Step 5 on page 8 of the budget document, to which 
Mr Boyer had referred, indicated that the number of posts indicated for 1986-1987 represented 
an increase of 86 posts over those included in the programme budget volume for 1986-1987. 
Although accurate figures could easily be given for the total number of posts in established 
offices (i.e. headquarters office, regional offices, and offices of WHO representatives), for 
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the reasons he had just given it was more difficult to make estimates of future posts for 
country and intercountry projects. The footnote referred to a number of already existing 
intercountry posts which, in accordance with past practice were not listed as such in the 
budget, although the budgetary provision for them was, of course, included in that document. 
However, as those posts were long-term posts physically located in the regional offices, it 
had been decided, in order to make the budget more transparent, that all posts located in the 
regional offices, whether or not classified as regional office posts, should be shown as part 
of the "established offices". Accordingly those posts were now shown for both 1986-1987 and 
1988-1989 as posts in established offices. 

Mr Boyer had also referred to the table beginning on page 492 concerning new posts of 
WHO Representatives and notably to the number of new posts (such as secretaries, drivers and 
administrative assistants) in the offices of the WHO Representatives； he had questioned the 
creation of so many new posts in a time of budgetary stringency. In fact, the Director-
General y in his programme budget guidance to Regional Directors, had stressed the need to 
improve WHO's country performance, inter alia through establishing additional WHO 
Representatives1 offices in specific countries or groups of countries or strengthening their 
role. The estimated costs of such offices were to be separately identified within the 
tentative country planning figures. Since the posts that were to be created were technical 
cooperation posts, they would not involve any increase in the budget； they simply resulted 
from a re-allocation of resources within the tentative planning figure for the countries 
concerned. WHO Representatives were public health advisers to governments, and the majority 
of governments in developing countries had accepted that their role was an important one. In 
some casesy they would not be additional personnel, but would be replacing the national 
coordinators who, in the case of Africa, had now been phased out. 

Concern had also been expressed at the footnote (1) on page 498 of the budget document, 
which indicated that there were 1805 posts at country and intercountry level that had not 
been included in the figures given in the regular budget presentation. There again, such 
posts did not appear because they were not in established offices; the table covered only 
posts at "established offices", while the footnote referred to country and intercountry 
project posts, the number of which could not be determined for the future. Although a figure 
for the number of staff employed on such posts could be supplied to the Board at any given 
moment, that figure would be constantly changing, because such posts were often of very 
limited duration, changing as countries' requirements changed. 

Mr Boyer had maintained that the 7.62% increase for inflationary costs for the biennium 
was the same as a 7.62% increase per annum； he himself could not quite follow that 
reasoning. He still maintained that the annual increase in inflationary costs was only 
3.8%. As to what had been done to absorb such cost increases, virtually everything could be 
reckoned as an absorption, in view of the exceeding low increase for inflation and statutory 
costs. Indeed, the overall rate for inflation for the budget was hardly a realistic one; 
there were very few countries in the world in which WHO expended large sums of money that had 
an inflation rate as low as 3.8%. Consequently, in making its estimates, WHO had 
under-budgeted on almost everything； for example, on some items, such as research contracts 
and other contractual services at the global and regional levels, there had been no cost 
increase at all. A great deal of the additional costs required for consultants had been 
absorbed； thus, paragraph 22 on page 547 of the document showed that as early as 1984-1985 
actual expenditure had been $ 5920 per consultant at global level, some 6% higher than the 
average cost estimate applied in the 1988-1989 budget, which was only i 5600. Consequently, 
some $ 300 000 plus any further cost increases between 1985 and 1989 would have to be 
absorbed at headquarters for consultants alone. In the regions, actual costs for consultants 
in 1984-1985 were almost identical to the average amounts provided for 1988-1989, and 
therefore any cost increases between 1985 and 1989 would have to be absorbed by the regions. 

A further factor that had not been included in the budget was the estimated $ 300 000 
additional cost that would result from the application of new separation payment schedules 
for staff of the United Nations system, recommended by the International Civil Service 
Commission. 

A further interesting example of absorption was that for common services in the Western 
Pacific Regional Office. That office had budgeted for a 21% increase for 1988-1989 for those 
services, but because it was still "suffering" from the high inflation rate (virtually 70%) 
that had prevailed in Manila in 1984-1985, the increase would not be sufficient, and the 
regional office was consequently expected to have to absorb some of the costs involved. 
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He could assure Mr Boyer that the fact that three out of the six regional offices had 
had very similar cost increases of around 12.5% was pure coincidence. It would be virtually 
impossible for there to be collusion in such matters, since those figures represented 
aggregates of thousands of different cost estimates. In his guidance letter to Regional 
Directors, the Director-General had stressed that the temptation to "pad" cost increases 
merely to make full use of allocations should be resisted. Any such attempt would be 
counterproductive, in view of the thorough consideration which would undoubtedly be given to 
the detailed information supplied to the Board and to the Health Assembly on the underlying 
factors and assumptions behind the cost increases. He himself was sure that when the Board 
reviewed the estimates in more detail, it would find that the estimates of the Regional 
Directors had in fact been very moderate. 

Mr Boyer had asked for a breakdown of the information given oil statutory and 
inflationary cost increases. In fact, the statutory cost increase was minimal (only 0.23%) 
because no new entitlements had been given to staff, and also (as could be seen on page 534 
of the document) budgeting for staff costs had been based for 1988-1989 on virtually the same 
average steps in the salary scales as for the preceding biennium. In other words, estimates 
of annual increments and upgradings had been kept very conservative, possibly too 
conservative. It might therefore be assumed that virtually the entire 7.62% cost increase 
was an inflationary cost increase, and that the statutory cost increase was nil. 

Some speakers had referred to the new scale of pensionable remuneration. No account had 
been taken of that scale in the proposed programme budget for 1988-1989, since it had been 
adopted by the General Assembly only in December 1986. As far as could be estimated, it 
would mean a reduction in costs of some ¿ 2 920 000, or about 0.46% of the total programme 
budget. If by next May the budget had to be increased in order to bring the budgetary 
exchange rates into line with the market rates of exchange, there would thus be an offset 
factor of $2.9 million which could be used to offset the probable increase. 

Mr Boyer had urged that consideration be given to relative priorities in the budget 
allocations to programmes. While it was right that that should be done, it should be borne 
in mind that for a very large proportion of the budget, priorities were not fixed by either 
the Director-General or the Regional Directors, but by countries themselves. He believed 
that Mr Boyer had made his comparison oil the basis of the wrong tables； he had stated that 
according to the table on page 30 of the document, programme 3.2 (Managerial process for 
National Health Development) and programme 4 (Organization of Health Systems based on Primary 
Health care) had gone down. Such a comparison would be better made by referring to the table 
on page 35. There, for example, programme 3.2 showed a total increase from one biennium to 
the other of 15.67%, and a real increase of 7.22%. Likewise, programme 4 showed a real 
increase of 1.13% and a total increase of 13.48%. AIDS was included under programme 13.13 
(Other Communicable Disease Prevention and Control Activities), which in the table on page 38 
of the document showed a real increase of nearly i 3 million, or 31.81%, and a total increase 
of nearly 50%. 

Sir John Reid had asked that the programmatic implications of proposed reductions in the 
Contingency Plan should be looked at. Mr Furth suggested that that would best be done 
programme by programme, when the Board came to review the individual programmes. 

Dr Grech had asked what form of consultation with national authorities would be 
undertaken in order to carry out the programme budget implementation reductions. For 
1986-1987, most, if not all, national authorities would have already been informed that they 
would have a reduced country planning allocation, and thus the process of re-programming for 
1986-1987 would have already started. The exercise for 1988-1989 would probably begin 
shortly； one or the other of the Regional Directors could perhaps supply further details. 

Dr Hapsara had asked what were the prospects of obtaining extrabudgetary resources other 
than those mentioned on page 33 of the document. In fact, the figures quoted for such 
resources for 1988-1989 were purely provisional, and the prospects appeared to be excellent. 
From the experience of the past fifteen years he could say with certainty that by 1988-1989 
there would be a substantial increase over the very conservative estimate given in the budget 
volume. Fortunately, despite WHO1s current financial crisis, there had so far been no 
falling off in receipt of extrabudgetary resources - rather the contrary. He could not give 
any specific indication, however, as to which programme could expect additional 
extrabudgetary funding； Dr Hapsara could perhaps raise that question when the programmes in 
question came to be considered. 



EB79/SR/3 
page 12 

Dr Hapsara had also asked what had been the reduction in real terms in SEARO. That 
reduction has been a small one, undertaken partly because the cost increase at country level 
had been slightly above the maximum set by the Director-General, and thus the regional office 
had had to offset part of it by a real decrease in regional and intercountry activities. The 
question raised as to how far the reduction outlined in document EB79/4 would impair 
implementation of programme 3.1 could be taken up when that particular programme was 
considered. 

Mr McKay had asked what action had been taken to press Member States who had so far 
failed to meet their obligations to pay. The normal procedure of despatching letters and 
telegrams had of course been followed, and the Director-General had taken many other steps 
regarding the country that was the primary source of WHO1s present difficulties. Contacts 
had been made at highest level, and friends of WHO in that country had also sent letters to 
the authorities. The Director-General intended to continue to be very active in that regard. 

In reply to Professor Girard, he said that WHO would undoubtedly have to borrow from the 
Working Capital Fund. There was also no doubt that, following the exhaustion of that fund, 
it would have to begin borrowing from casual income before 1 October 1987. However, the 
moment that contributions began to come in they would be used to reimburse both the casual 
income account and the Working Capital Fund, as provided for under the Financial Regulations. 

He did not believe that the "good payers" were in fact being asked to make up for the 
shortfall caused by the "bad payers". The Director-General had taken measures to create a 
surplus in the budget for 1986-1987, and thus when the contributions concerned were finally 
received, members would benefit from a "windfall profit" because of the resulting increase in 
casual income, which would be used to reduce assessments in future budgets. 

Sir John REID said it was increasingly clear that financial default was one of the main 
issues now before the Board. The Director-General and Mr Furth had put forward a dramatic 
option for dealing with that issue, and the Board should consider the matter most carefully 
if it was to arrive at a decision that was in the best interests of Member States. The 
decision should not be taken hastily； the Board must be quite sure that it would not be 
taking a wild risk if it were to agree to use $ 47 million of casual income to help reduce 
assessments for 1988-1989; nor should it risk a liquidity crisis. It would be a great help 
to the Bóard in its deliberations if the Director-General were to receive news of positive 
developments in the situation in the course of the current session. 

He strongly supported the Director-General1 s suggestion concerning a private meeting, 
and would suggest that such a meeting be held before the Board arrived at its final 
conclusions on the programme budget. 

Dr VAN WEST-CHARLES inquired how the percentage of total assessed contributions received 
in the 1986-1987 biennium compared with the percentage received for the 1984-1985 biennium. 

Professor MENCHACA said that it was not fair that countries most adversely affected by 
the economic crisis should bear an even heavier burden because of a proposed increase in 
their assessed contributions than those countries not affected, or not to so great an 
extent. Although it had not been stated as plainly as it might have been, it appeared that 
the present crisis had been largely caused by one State which could have paid its dues but 
had not done so. That attitude was in striking contrast with that of another country which 
had made an additional contribution to the funds of the United Nations system. 

In his view, there was no crisis of confidence in the World Health Organization, at 
least as far as the great majority of Member States was concerned. The liquidity crisis was 
not a crisis of confidence, but a financial crisis and was being brought about deliberately. 
One might almost say that the Organization was being destabilized wilfully. Whatever the 
reason for the pressure that was being exerted, it was certainly not in the pursuit of lofty 
aims. 

Previous speakers' suggestions should be considered as to which would best serve the 
Organization and Member States. Reductions in some non-priority programmes (which would have 
to be discussed) would be preferable to an increase in assessed contributions. Rather, he 
hoped that some way would be found of acquiring extrabudgetary funds and perhaps special 
funds from richer countries for such programmes as that to combat AIDS, which was crucial for 
all mankind. 
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Professor GIRARD said it seemed paradoxical that while there were difficulties in 
obtaining funds for the regular budget, Mr Furth had expressed relative optimism as regards 
extrabudgetary resources. He would like more detailed information as to how it was envisaged 
that the two types of resources would be developed, for WHO as a whole and at country level. 

Further regarding the legal situation when casual income which was used to offset 
delayed contributions, he felt that a time limit should be set in each biennium lest 
accumlated debts got out of control. 

Dr LARIVIERE (alternate to Dr Law) thanked Mr Furth for his explanation regarding the 
implementation of resolution WHA29.48. He agreed with Sir John Reid that he had perhaps 
raised an extraneous issue, but the point he sought to make was that the manner in which the 
Director-General had been able to introduce structural changes as a result of that resolution 
had met the requirements and enabled the difficult situation at that time to be effectively 
dealt with. Similarly, therefore, he felt that the Board should place confidence in the 
Organization and its Secretariat in overcoming the present difficulties. 

As regards the proposals for meeting the present crisis, he noted that some speakers had 
pointed out that using casual income to offset shortfalls in the receipt of contributions 
would be tantamount to piling up debts, which might not be repaid, and that it would be 
better to meet shortfalls by other savings such as Professor Isakov had mentioned. Others 
had expressed the view that it would be wise to use the whole of casual income to prevent a 
cash flow crisis. Support for both those views could be found in all countries. He himself 
would suggest that it would be more prudent to combine the two scenarios and not use all the 
i 41 million of casual income for that purpose, but only perhaps about $ 25 million and at 
the same time to endeavour to achieve savings in other areas. 

Mr BOYER (adviser to Dr Young) said that the United States Governmentfs shortfall in 
payments was not directed specifically at the World Health Organization. It was true that 
WHO was, as the Director-General had said, caught up in the United Nations system and in 
feelings about its deficiencies and the need to deal with them en masse. The action by the 
United States Congress had in fact resulted in a shortfall effect on virtually all the 46 
international organizations involved, but especially the seven largest among them, which 
included the United Nations itself and WHO. 

Disbursement of a large portion of the money actually appropriated for 1986 had been 
delayed. Of the United States assessment of US$ 62 million for 1986, i 10 million had been 
paid by the end of 1986. A further payment of some $ 35 million would be made in October 
1987. But Congress had frozen the money until then and there appeared at present to be no 
possibility of an earlier settlement. It could thus be expected that there would be a 
payment of Í 46 million in all to set against the $ 62 million assessment for 1986. 

Various domestic legislative tactics would be required in relation to the 1987 
assessment. He could not comment oil that complex issue, but personally felt some optimism 
about the outcome. There was a possibility that the entire 1987 assessment could be paid by 
the end of that year, leaving the United States i 20 million in arrears for the biennium. 
From the documentation before the Board, it appeared that in each of the past two years the 
arrears accumulated by other countries amounted to some t 20 million on average. Thus, the 
total amount of arrears at the end of 1987 might be estimated at some i 40 million, 
comprising $ 20 million owed by the United States and $ 20 million owed by others. The 
Director-General had frozen $ 35 million and there was a working capital fund of 
t 11 million； it therefore seemed that those arrears could be sustained. That optimistic 
scenario was, Mr Boyer believed, the best that could be offered: he commended it to the 
Board's attention. 

Mr Furth had implied that a 31% increase in assessments should not constitute too great 
a burden. That might be so for countries whose currencies had strengthened in relation to 
the dollar - some of them would indeed obtain a reduction and should be pleased. They might 
well be still more pleased, however, if the assessment was not increased by so much. As for 
the developing countries, which formed the great majority of WHO1s membership, he knew of at 
least one country in the Region of the Americas whose assessment would increase by 100% or 
more because of the effect of currency fluctuations on its own currency. Professor Menchaca 
had rightly pointed out that those least able to pay might well be the most severely 
penalized by such a steep increase in assessments. 
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Mr Furth had also implied that the utilization of an additional $ 10 million from casual 
income during the present biennium would not be set against the $ 47 million available at the 
end of 1986 but would come from moneys made available in 1987. Recalling that two years 
earlier the Secretariat had strongly resisted the idea of taking up sums at points later than 
31 December of the year preceding that in which the budget was adopted, Mr Boyer welcomed the 
change of position, but reiterated his own conviction that any amounts available from casual 
income should not be used to compensate for currency fluctuations in 1986-1987 but should be 
fed into the 1987-1988 budget, thereby increasing the latter by i 47 million, i 57 million or 
even i 67 million, as the case might be. It was argued in favour of the solution to currency 
fluctuation difficulties recommended in document EB79/13, to be discussed later, that casual 
income was to some extent predictable. That argument might have been acceptable in the case 
of the i 31 million facility already authorized for the current biennium, but to propose 
increasing that facility to $ 41 million appeared to be of doubtful validity. Favourable 
circumstances could not always be expected； difficulties should be faced realistically and 
commitments should be adhered to and not modified. 

Mr Furth1s comments on staffing were somewhat difficult to understand, and appeared to 
contradict what was stated in the documentation. The Executive Board needed a clearer idea 
of the staffing situation, in terms both of volume and trends. 

As regards the difference between "statutory" cost increases and increases due to 
inflation, the Secretariat had argued that the former were mandatory and must be passed on in 
their entirety to Member States, whereas the latter lent themselves to more flexible 
treatment. For his own part, he would like to see all cost increases absorbed. 

Mr Furth had indicated that application of the new scale of pensionable remuneration 
would lead to a saving of some $ 2.9 million. How would that saving be reflected in the 
budget? 

In reply to his earlier inquiry about proportional expenditure on the different 
categories of the budget, Mr Furth had seemed to state that the proportions were established 
at country level and that the budget itself was merely a summation of each country's budget 
intentions. But surely the entire budget must remain firmly within the control of the 
Executive Board and the World Health Assembly； he sought reassurance that such control 
extended over the relative importance accorded to various activities. 

The meeting rose at 12h35. 


