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Report by the Director-General 

The Director-General has reviewed the cost increase requirements for the proposed programme 
budget for 1998-1999 and the potential need for currency exchange adjustments for the major 
currencies falling under Financial Regulation 4.6. The Board is invited to endorse the Director-
General's proposal for cost increases. 

INTRODUCTION 

1. Up to and including 1994-1995, cost increases and currency exchange rate adjustments were included in 
the Director-General's proposed programme budget for each financial period. Cost increase ceilings were 
established at the time when guidance and instructions were issued for the preparation of the proposed 
programme budget. As latterly foreseen in resolution EB79.R9 such guidance and instructions were reviewed 
by the Programme Committee of the Executive Board before final ization by the Director-General. With the two-
year programme budgeting process, cost increase ceilings were thus established some two-and-a-half years 
before the start of the biennium. Currency exchange rate adjustments were proposed by the Director-General 
using the United Nations/WHO accounting rates of exchange prevailing in the month the estimates were 
finalized, some 15 months before the start of the biennium. 

2. In accordance with resolutions WHA46.35 and WHA47.8 on budgetary reform, the Director-General's 
proposed programme budget for the financial period 1996-1997 contained the budgetary proposals in real terms, 
i.e. costed at the costs and currency rates of exchange of the approved programme budget for 1994-1995. The 
proposed programme budget for the financial period 1998-1999

1
 follows the same principles. 

1 Document PB/98-99. 
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COST FACTORS IN THE APPROVED PROGRAMME BUDGET FOR 1996-1997 

3. The programme budget for 1996-1997 was approved by resolution WHA48.32. It may be recalled that 
during its review a number of programme changes were introduced by the Director-General in response to 
requests from the Executive Board for transfer of resources to priority areas. It may also be recalled that the 
Health Assembly, in the appropriation resolution, decided to maintain the practice of currency exchange rate 
adjustments on the basis of the rates of exchange prevailing when the programme budget was approved. The 
Health Assembly was, however, not willing to make any allowance for cost increases, estimated at 11.5% for 
the biennium at the time the programme budget proposals were presented. The net overall budget level 
increased by 2.5%, but since the exchange rate adjustment was over 4 % the allowance to cover cost increases 
for 1996-1997 in the approved programme budget was minus 1.5%. Nevertheless, the Director-General decided 
to distribute this negative cost adjustment in such a way that most regions actually had some compensation for 
cost increases. The table below, expressed in percentages, gives the position for regional offices and 
headquarters. 

Cost increase initially 
required for 1996-1997 

Cost increase provided in 
the approved programme 

budget for 1996-1997 

% % 

Africa 13.65 6.29 

The Americas 9.05 0 

South-East Asia 16.56 2.64 

Europe 7.18 -6.03 

Eastern Mediterranean 14.18 0.97 

Western Pacific 15.15 2.05 

Global and interregional 8.39 -8.62 

Overall 11.54 -1.54 

4. As a result, the Director-General abolished some 140 regular budget posts at headquarters as of the 
beginning of the implementation of the current budget (for budgetary purposes they are shown as abolished as 
at 1 January 1998 in the proposals for 1998-1999) and took other steps to stay within the approved budget level. 
In the regions, particularly in the European Region, some further post abolitions were necessary and other 
economies had to be made to stay within the approved budget level. 

COST INCREASES IN 1998-1999 

5. Inflation rates over the past few years have been low in the major industrialized countries, including those 
in which W H O has its major offices. Expectations for the next few years are that those inflation rates will 
remain low. 

6. The expenditure pattern of the Organization for its activities in 192 Member States cannot, however, be 
expected to be fully covered by the consumer price index (CPI) in major industrialized countries. Almost all 
programme activities are carried out in countries where inflation is considerably higher than in the major 
industrialized countries. In many cases such inflation is partly offset by depreciation of the local currency, 
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creating a budgetary saving as the Organization's budget is expressed in United States dollars (although this 
trend has become less predictable in recent years). In addition, many programme components are obtained on 
the international market, where prices in many cases are quoted in United States dollars. 

7. The Director-General has analysed the situation and proposes the following conservative cost increases 
for 1998-1999 based on relevant statistics of the International Monetary Fund and the United Nations. It should 
be noted that no provisions have been made for compensation of cost increases already experienced but not 
included in the approved programme budget for 1996-1997. The table below also shows the estimated impact 
of the more favourable recent currency rates of exchange, making a tentative adjustment based on the United 
Nations/WHO accounting rates of exchange for December 1996. 

Approved 
programme 
budget for 
1996-1997 

Proposed 
cost increase 

Potential 
currency 

adjustment 

Net increase/ 
decrease 

Proposed 
programme 
budget for 
1998-1999 

US$ million % % % US$ million 

Africa 154.3 4 (1) 3 159.6 

The Americas 79.8 4 - 4 83.0 

South-East Asia 96.2 4 (1) 3 99.5 

Europe 51.2 4 (3) 1 51.5 

Eastern Mediterranean 86.3 5 - 5 90.6 

Western Pacific 76.7 5 - 5 80.5 

Global and interregional 298.2 3 (4) (1) 295.7 

Total 842.7 4 (2) 2 860.4 

8. Based on the above, the regular budget provision in the programme budget for 1998-1999 to be approved 
by the Health Assembly in May 1997 would thus be approximately US$ 860 000 000, which is 2 % higher than 
the level of US$ 842 654 000 approved for 1996-1997. 

ACTION BY THE EXECUTIVE BOARD 

9. The Board is invited to recommend acceptance of the above proposal for cost increases in the 1998-1999 
budget. 


