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1. ELECTION OF VICE - CHAIRMAN AND RAPPORTEUR: Item 3.1 of the Agenda (Document A30/39) 

The CHAIRMAN, recalling Rule 36 of the Rules of Procedure, drew attention to the third 
report of the Committee on Nominations (document А30/39), in which Mr F. V. Cabo (Mozambique) 
had been nominated for the office of Vice - Chairman and Dr C. J. Herrarte (Guatemala) for that 

of Rapporteur. 

Decision: Mr F. V. Cabo and Dr C. J. Herrarte were elected Vice -Chairman and Rapporteur, 
respectively, by acclamation. 

2. ORGANIZATION OF WORK 

The CHAIRMAN recalled that at the third plenary meeting it had been agreed that the 

recommendations made in resolution EB59.R8 on the method of work of the Health Assembly and 
of the Executive Board should be immediately implemented on an experimental basis, with the 
exception of the recommendation in paragraph 8(4). It had also been decided that the item 

relating to that resolution, item 1.4 (Method of work of the Health Assembly and of the 
Executive Board), be allocated to Committee B for examination despite the immediate imple- 
mentation of some of the resolution's recommendations. 

He recalled the Committee's terms of reference, as contained in resolution WHA26.1, and 
the items on its agenda that it was called upon to complete before Committee A could consider 
item 2.3.2 (Consideration of the budget level and Appropriation Resolution for the financial 

year 1978). Those were: items 3.2 (Review of the financial position of the Organization) 
with its four subitems, 3.4 (Scale of assessment) with its four subitems, 3.6 (Phased extension 
of the use of the German language in the Regional Office for Europe), 3.7 (Salaries and 

allowances: ungraded categories of post), 1.14 (Amendment to the contract of the Director - 

General), which had been transferred by decision of the Health Assembly to Committee B, 

3.16 (Reimbursement of travelling expenses and payment of per diem for members of the Executive 
Board) and 3.17 (Reimbursement of travelling expenses for attendance at the World Health 
Assembly). He proposed that they be taken first and in that order. 

It was so agreed. 

The Chairman further proposed that the Committee should meet from 9.30 a.m. to 12.00 or 

12.30 p.m. and from 2.30 to 5.00 or 5.30 p.m. 

It was so agreed. 

3. REVIEW OF THE FINANCIAL POSITION OF THE ORGANIZATION: Item 3.2 of the Agenda (Official 

Records No. 237) 

Mr FURTH (Assistant Director -General), introducing item 3.2 as a whole, said that he 

would limit his remarks to comments on certain major matters affecting the Organization's 

current financial position and to an explanation on the format aid content of the Director - 

General's Financial Report for 1976 and the External Auditor's report thereon (Official 

Records No. 237). 

The current form of the Introduction to the Financial Report (pages 5 -10) had been used 

for the first time the previous year, together with other changes in presentation designed 

to make the report more useful and understandable to the nonspecialized reader. He drew 

attention to the incorporation into the Introduction of the comprehensive review of the 
Organization's financial position, previously presented to the Committee orally. By 

concentrating on certain key portions of the report, such as, Part I, the Introduction 

(pages 5 -10), Part II, Financial analysis of the programme for 1976 (pages 11 -28), and the 

Report of the External Auditor (pages 128 -133), it was possible to obtain an overall view of 

the Organization's financial position and of the highlights of financial and budgetary 

operations during the previous year. The remainder of the report contained information mainly 
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of interest to the specialized reader and included Part III, Financial statements and schedules 
(pages 29 -65), covering the statutory reporting requirements, and Appendix I, containing 
information on individual project costs. 

As indicated in the Introduction to the report (page 6) there had been a further 
deterioration in the rate of collection of budgetary contributions during 1976. Delays by 
Members in effecting contribution payments, which had resulted in arrears of almost 
$ 12 million by the end of 1976, had serious implications for the Organization's financial 
position and its ability to make the most effective use of its resources. The External 
Auditor had again considered it necessary to devote a section of his report to that matter 
(pages 130 -131). 

Because of the delays in contribution payments and because the Working Capital Fund had 

been wholly depleted, it had been necessary to finance the year -end cash deficit by utilizing 

the facility for internal borrowing established by resolution WHA29.27. For the first time 

in the Organization's history, the year-end cash deficit had exceeded the authorized level of 

the Working Capital Fund, so that it would have been necessary to resort to temporary borrowing 

from other funds even if the balance of the Fund just prior to the year's end had not been 

significantly lower than the authorized level due to prior withdrawals for other purposes 

(including the need to cover outstanding contribution arrears for years prior to 1976). The • Working Capital Fund would not be sufficient in the future to meet its original purpose of 

financing appropriations pending receipt of contributions unless all Members arranged for full 

and prompt payment of their contributions, as required by Financial Regulation 5.4. He was 

pleased to report that collection of contributions up to 30 April 1977 was far better than at 

the same time in 1976. 

He drew attention to the table (page 10) entitled "Highlights of the 1976 Financial 

Operations ", which contained details and comparative data for the previous four years on 

global obligations and regular budget assessments and collections. Total obligations incurred 

in 1976 amounted to approximately US$ 265.8 million, of which approximately $ 138.8 million 

(about 52 %) related to the WHO regular budget, the percentage being about the same as in 1975. 

The need to finance a considerable part of the Organization's global activities from funds other 

than the regular budget had been stressed repeatedly in the past and would acquire particular 

significance in the future as the Organization reoriented its programme budget policy to meet 

the requirements of resolution WНA29.48. Obligations incurred under the Voluntary Fund for 
Health Promotion had increased again in 1976, from $ 22.1 million to $ 24.6 million, but 

obligations incurred under the United Nations Development Programme (UNDP) showed a decline for 

the first time, from $ 21.1 million to $ 20.8 million, primarily because of the serious 

financial crisis with which UNDP had been faced early in 1976. 

He drew attention to the information contained in the Introduction (page 8) in respect of 

the accounting rates of exchange for the Swiss franc in 1976. The decision taken by the 

aTwenty- eighth World Health Assembly to adjust the 1976 budgetary rate of exchange from 2.90 to 
2.51 Swiss francs per United States dollar had proved to have been the right one, since the 

average of the monthly accounting rates of exchange actually used by WHO in 1976 had been almost 

exactly 2.51 Swiss francs per dollar. The budgetary rate of exchange for 1977, set at 2.65 

Swiss francs per dollar, had not so far proved to be realistic, since the average accounting 

rate of exchange used during the first five months of the year had been only slightly higher 

than 2.51 Swiss francs per dollar. 

The table (page 9) providing details on the utilization of funds in the Director -General's 

Development Programme in 1976 indicated that over 50% of the funds had been directed towards 

the smallpox eradication programme and that the balance had been used for emergency assistance 
and other activities of direct benefit to developing countries. The tables contained in 

Part II of the report were similar to those provided in previous years aid contained basic 

information on the source and utilization of all funds available to the Organization in 1976. 

He was pleased to report that the good and effective working relationships established 

with the External Auditor and his staff had continued during 1976 and that the External 

Auditor's efforts to assist the Organization had again extended beyond the scope of a purely 

financial audit, as illustrated by sections 3.1 and 3.2 of his report, concerning work in the 

areas of planning, budgeting aid management, and examination of methods of practising for the 

evaluation of programmes and projects. 
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Mr LINDMARK (External Auditor) reiterated his view, presented to the Committee after his 
first audit of WHO, that a modern audit should cover both financial and management aspects. 
His reports for the years 1974 -1976 had reflected that view. 

His study on the current development of information systems within WHO, performed in 
cooperation with the Secretariat, had been completed in 1975. A study on the effectiveness of 
the Regional Office for the Eastern Mediterranean had also been completed in 1975. The 
External Auditor's recommendations had been taken into account by the Executive Board. He 
felt that the changes made in the presentation of the Financial Report facilitated the reader's 
understanding of the relevant information. 

The financial audit had been carried out in accordance with the Financial Regulations and 
additional terms of reference and in accordance with modern auditing methods, necessitating: 
the preparation of precise auditing plans and programmes for both the year -end audit and the 
interim audit; the reconciliation and possible coordination of those plans and programmes with 
their counterparts in the Internal Audit; constant monitoring of the working of the internal 
controls in WHO; and continuous contacts with the Internal Audit with exchange of auditing 
experiences. He expressed his satisfaction at the good relationship established with the 
Internal Audit of WHO. 

During the years 1974 -1977 members of his staff had visited all regions except the Region 
for South -East Asia. Both financial and effectiveness audits had been carried out, with 
emphasis on the latter. Those activities seemed to be in line with resolution WHA29.48 and 
with the views of the Ad Hoc Committee of the Executive Board. During 1976 an effectiveness 
audit had been undertaken in the Western Pacific Region and the observations made had confirmed 
and supported the conclusions and recommendations previously made with regard to the Eastern 
Mediterranean Region and reflected in resolution EB59.R50. His report stressed the need for 
evaluation, but he was well aware that the creation of a flexible and useful evaluation system 
was a very difficult and delicate matter. 

The situation regarding the payment of contributions, the seriousness of which he had 
stressed in his report for 1975, had not improved by the end of 1976. He endorsed the views 
just expressed by Mr Furth on the matter and drew attention to the comments in his own report. 

He concluded by paying tribute to the attitude and spirit of cooperation shown by the 
Secretariat but stressed that that cooperation had in no way influenced the integrity of the 
External Audit. 

Financial Report on the accounts of WHO for 1976, Report of the External Auditor, and comments 
thereon of the Ad Hoc Committee of the Executive Board: Item 3.2.1 of the Agenda (Resolution 
EB59.R49; documents A30/40 and A30/41) 

The CHAIRMAN recalled that, under Article 18 (f) of the Constitution, the Health Assembly 
was called upon to supervise the financial policies of the Organization and to review and 
approve the budget. Articles XI and XII of the Financial Regulations were also applicable to 
the item under discussion. 

Professor REID (representative of the Executive Board), introducing the first report of the 
Ad Hoc Committee of the Executive Board (document A30/41), said that the Committee had held two 
meetings on 2 May to review and consider the subjects contained in its terms of reference, in 

accordance with resolution EB59.R49. The report covered the Ad Hoc Committee's examination 
and review of the Financial Report of the Director -General for 1976 and the report of the External 
Auditor thereon (Official Records No. 237 ), and the related matter of additional transfers 
between sections of the Appropriation Resolution for 1976 that had been made by the Director - 
General in connexion with the closure of the 1976 financial accounts. During the meetings, 
in response to comments and queries, the Director -General had provided additional information 
that was reflected in the report. The Committee had stressed the importance of the develop- 
ment of evaluation systems and appropriate criteria (section 3 of the report) and, in view of 
the increasing technical cooperation with developing countries, had considered that more 
attention would have to be directed towards regional as distinct from headquarter's auditing 
(section 4). The Committee had been pleased to note that the Regional Office for Africa had 
coped successfully with its problems in 1975. The Committee had been assured that headquarters 
was always ready to provide help and back -up facilities as required by any regional office. 
On the conclusion of its review, the Committee had decided to recommend, on behalf of the 
Executive Board, that the Health Assembly accept the Director -General's Financial Report and 
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the Report of the External Auditor for the financial year 1976 and accordingly had included a 

draft resolution to that effect in its report. 

Mr CHU Hsing-Kuo (China) said that in the document before the Committee China had been 
inappropriately listed as a Member State in arrears for part of its contribution. The Chinese 

Government's stand in respect of Israel had always been unequivocal. It had accordingly with- 
held a sum from its 1976 contribution that represented, in proportion to its assessment, the 

provision in the regular budget for assistance to Israel. There was therefore no question of 
any arrears of contribution. 

Professor LISICYN (Union of Soviet Socialist Republics) expressed satisfaction with the 

documents under consideration; they demonstrated the constructive work done by the Secretariat, 
the Executive Board and the External Auditor. 

In section 3.3 of his report the External Auditor stressed that at the end of 1976 only 

91% of contributions had been collected, as compared with about 94% in 1975. The External 

Auditor considered that delays in paying contributions were unfair to those Members who paid 

promptly, and Mr Furth had referred to the arrears of some US$ 12 million resulting from unpaid 
contributions. In fact, however, the budget level had increased so rapidly that some countries 
had difficulties in paying their contributions promptly. Nevertheless, delays would have a 
very damaging effect on the activities of WHO. 

With reference to Mr Furth's comments on the Working Capital Fund, he reiterated the prac- 

tical significance of resolution WHA29.27, with its provision for internal borrowing. 
The External Auditor, in section 3.2 of his report and the Ad Hoc Committee of the 

Executive Board, in its first report, had both stressed the need to establish criteria for the 

evaluation of projects and programmes. Perhaps a special meeting of the Programme Committee 
could be held to consider the whole question, or the Executive Board might carry out an 

organizational study on the subject. 

The information given in the Director -General's introduction regarding expenditure under 
the Development Programme indicated that that undertaking deserved full support. He suggested, 
however, that some provison - however small - might be made under that programme for certain 
programmes that were of concern to all countries, e.g., cardiovascular, metabolic, acute 

respiratory, endocrine and other chronic diseases. 

The documents before the Committee were closely linked with the new tasks and objectives 
of the Organization. Continued careful study of organizational and financial mechanisms was 

essential if the necessary additional funds were to be found for WHO to implement its programme 
according to the new strategy. 

Dr DE CAIRES (United States of America) stressed the importance of the External Auditor's 
recommendations on programme- oriented planning with clearer objectives, a reduction in 
excessive programme and budget revisions, and greater reliance on programme budgeting at the 
country level. WHO had finished 1976 with a cash deficit larger than the balance of the 
Working Capital Fund. The deficit had been covered by temporary internal borrowing, as 
authorized by the Twenty -ninth Health Assembly, but the financial strain had been due mostly 
to the low rate at which Members' contributions had been paid. The Director -General had 
successfully handled a difficult situation and had obtained increased programme support (31.2% 
in 1976 as against 22.7% in 1973) from outside sources during a time when the regular budget 
was under close constraints. Pages 24 to 26 of Official Records No. 237 showed that, while 
1463 regular budget projects had been implemented as against the 1535 originally budgeted for, 
costs had risen by about $ 500 000 owing to inflation and currency fluctuations. 

In 1974, the External Auditor had recommended stronger administrative control of the WHO 
fellowship programme (which had been complimented in a recent Joint Inspection Unit study - 
document ЕВ59/30). The Twenty -ninth Health Assembly had proposed yearly budgeting and 
obligation of fellowship costs and the establishment of reserves only for fellowships actually 
awarded or for which financial arrangements had been virtually completed. He asked if those 
procedures had been implemented and if the losses - which had been relatively heavy in 1975 - 

had been stemmed. 

It was gratifying that the difficult situation referred to in paragraph 4 of document 
А30/41 had been resolved. Nevertheless, it seemed appropriate to seek assurance that the 
Internal Audit unit was now sufficiently staffed aid abreast of regional activities to provide 
uniform financial procedures and sound programming. 
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Mr WIRTH (Federal Republic of Germany), referring to paragraph З.2 of the External 
Auditor's report, expressed surprise and concern that evaluation was not systematically an 
integral factor in the implementation of programmes and projects, that very little evaluation 
actually took place; and that there was no procedure to ensure that evaluation results and 
experience were systematically analysed and integrated into the planning process. Increased 
efforts were necessary, since governments required proof that their financial contributions 
had been used efficiently and in accordance with the aims of the various programmes. He 
supported the view of the Ad Hoc Committee of the Executive Board, in document А30/41, that 
"The progressive reorientation of the Organization's activities away from headquarters towards 
projects of technical cooperation in the developing countries would require increased attention 
by the auditors to activities taking place in the regions. ". 

The deterioration in the collection of contributions was also a matter for concern, with 
nearly 10% of the total contributions being outstanding at the end of 1976. He endorsed the 
External Auditor's view that such delays were unfair and costly to Member States that followed 
the rules and paid their contributions promptly. If there was no improvement, serious 
consideration should be given to introducing the payment of interest an outstanding 
contributions. Fortunately, as document A30/18 showed, the rate of collections at 30 April 
1977 was higher than it had been a year earlier; he hoped that that trend would continue. 
He could not support the idea of increasing the Working Capital Fund, which would not lead to 
more prompt payment of assessed contributions and might even produce the contrary effect. He 
could, however, accept the draft resolution in document А30/41. 

Dr WRIGHT (Niger) also expressed concern at the low level of contributions, and thought 
that an appeal should be made to Members to pay their dues within a reasonable time. In view 
of the apparent inadequacy of the Working Capital Fund and the fact that the Director- General 
had twice had to resort to internal borrowing, it was necessary to consider not only whether 
the Working Capital Fund should be increased, but also whether such an increase would be in 
the best interests of the Organization. 

In the section of his report dealing with the accounts of the Regional Office for Africa, 
the External Auditor had referred to staffing problems in the Regional Office's Finance Office. 
He asked whether that meant that the staff was deficient in number or in quality, or whether 
funds had been insufficient to the extent of necessitating book -keeping gymnastics. It was 
not clear either whether measures could be taken to prevent similar anomalies in the future. 

Mr SEABOURN (United Kingdom of Great Britain and Northern Ireland), although he commended 
the Secretariat and the External Auditor on the format of the latter's report, said there 

should be more linkage between the financial information and other relevant information for 
the year. Thus, although the appendices to the Programme Budget contained prospectively a 
number of interesting breakdowns - e.g., the proportion of costs for staff and supply services - 

as well as a detailed estimate of the effects of cost increases as distinct from programme 
increases, retrospectively such information was missing from the External Auditor's report. 
It was important to achieve a proper scrutiny of the management of the Organization in 1976 
because strains would be imposed on efficient management as a result of the reorientation of 
WHO's programme and the changes in staff distribution. The total regular budget for 1976 

showed an increase of some 19 million dollars (17 %) over 1975 - a higher increase than in 
previous years. He asked how that increase was distributed among currency problems, other 
cost increases, and real programme increases. Noting that the growth of the regular budget 
was such that, for the first time in several years, it accounted for a greater proportion of 
total expenditure', he expressed the hope that that represented a real interruption of the 
trend towards greater reliance on extrabudgetary resources. 

With regard to the size of the budgetary surplus, he wondered whether, in 1975 and 1976, 

WHO had not striven for too close a margin. A financial surplus at the end of the year was 
not lost but recycled through casual income. There was a danger in trying to keep too close 

to the allocated budget and therefore embarking on programmes of lower priority late in the 

year. Concerning the practice of generating casual income through the liquidation of 

outstanding obligations, he noted that that had ensured a slight bonus to casual income in 

1976, but at the same time some 8 million dollars more were for outstanding obligations in 

1976 than in 1975. He wondered whether that indicated that reserves were being set up in 

order to help later with casual income and the budget. 
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Regarding the Director -General's Development Programme the fact that just over half of 
that programme's funds had been spent in 1976 on smallpox suggested that the total size of 

the funds did not call for substantial increase. He asked whether the controls on those 

funds recommended by the Executive Board on page 136 of Official Records No. 238 were being 

applied. 
The method of accounting that involved an undistributed reserve (referred to in a later 

item of the agenda) precluded certain options on annual assessments. He suggested that the 

Secretariat consider the matter, together with other organizations, to see whether a change 

in that method of accounting was not desirable. 

The United States delegate had already referred to 5% reduction in the number of projects 

implemented and to the fact that their total cost was nevertheless greater. He would add 
that the average cost of the projects added was considerably greater than that of projects 

dropped, which in some cases was so small that the usefulness of the projects might be 
questioned. He wondered whether tables showing such data were not outdated in that they 

over -emphasized projects as distinct from programmes. 

As to the very unsatisfactory situation in 1975 in the African Region, which the 
delegate of Niger had mentioned, he asked whether there had been an infringement of the 

Financial Regulations or of the accounting instructions under those Regulations and whether 

the sum involved (which was not stated) was not such as to have placed the Organization in the 

position of having overspent its 1975 allocation. The event raised doubts as to whether the 

accounting instructions were adequate and as to whether remedial measures were properly 
resorted to; although help might be available from headquarters, it was sometimes not called 

for until the situation had got beyond the point at which it could be easily rectified. 

The External Auditor had made very relevant comments on efficiency and evaluation, 

calling the latter both difficult and delicate. He hoped that the External Auditor would 
help to simplify the subject and save it from the undue influence of experts, with their own 
mystique and vocabulary, which might discourage those who had to use it. It was important 

that evaluation should be understood and carried out at all levels, with the help of both 
internal and external auditors, so that the budget was not merely properly spent, but well 
spent. 

Mr NYGREN (Sweden) noted with satisfaction that over the years WHO had paid increasing 
attention to the evaluation aspects of programme management. Evaluation needed to be an 

integral part of programmes and often led to their extension or to useful activities. 

Mr ARMENTO (Italy) thought that an increase in the Working Capital Fund might cause 
Member States to delay paying their contributions rather than encourage them to do so promptly. 

Italy was shown among the countries in arrears for 1977, for an amount of $193 000. 
That was due to the fact that the funds set aside in the State budget for the current year had 

proved insufficient owing to fluctuations in the rate of exchange. Certain administrative 

measures were needed before the Italian contribution, of more than $ 5 million in all, 

could be paid, but he would ask the financial authorities in Italy to expedite matters. 

Dr NDOYE (Senegal) announced that his country had just paid the balance of its 

contribution, amounting to $ 363. While appreciating the importance of evaluation and its 
place in planning, he advised against haste, in view of the difficulty of defining criteria. 
Evaluation might be not merely budgetary, but also based on the systems analysis of programmes, 
and the necessary research took time. It was essential that evaluation should be considered 
at all levels. 

Mr FURTI (Assistant Director -General) replied to questions raised. Concerning the 

collection of contributions, the delays which had occurred in 1976 and the effect which that 

had had on the Working Capital Fund, he said that the Director -General did not propose at 

present to increase the authorized level of the fund. As the External Auditor had said, 

experience in the past two years had shown that the Working Capital Fund was no longer 

sufficient to finance the budgetary appropriations pending receipt of contributions; it was 

hoped that the situation regarding the collection of contributions would improve in 1977 and 

1978. The table of outstanding contributions (Official Records No. 237, pages 40 -43) showed 

a total balance outstanding at 31 December 1976 of some $ 11.8 million, of which over 
$ 10 million were the responsibility of two large contributors. One of those countries 
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usually paid its contribution promptly but special circumstances had caused a delay in 1976. 

The contribution had now, however, been paid in full. The other country had recently changed 

its payment procedures and henceforth a substantial part of its annual contribution would be 

paid early in the year. The level of contributions up to 30 April 1977 was the highest for 

18 years, and it would be surprising if funds had to be borrowed internally if the trend 

continued during 1977. It seemed that the Working Capital Fund would be sufficient for the 

current year. 

The External Auditor was correct in criticizing evaluation processes which, as he rightly 

stated, had not been systematically integrated into the process of implementing programmes and 

projects. The Director -General had recognized the situation some years ago and had decided to 

reorganize WHO's evaluation process. As the External Auditor himself had stated, although it 

was not reflected in his report, ambitious work was being done at the Western Pacific Regional 

Office as well as at headquarters to develop and strengthen the evaluation activities in that 

Region. The External Auditor's report could almost be said to be untimely, as so much 
progress had been made in developing WHO's evaluation system that his report was too late to 

influence that development, and at the same time, it was too early to assess progress in 

implementing the system. The Director -General had presented a report on evaluation to the 

Executive Board in January 1976. The Board had discussed the report at length and had con- 

curred with the Director -General's proposals for developing programme evaluation at all 

operational levels of the Organization. The Board had adopted resolution EB57.R17 which 

reaffirmed the Board's belief in strengthening and improving the evaluation of the Organiza- 
tion's programmes on a continuing basis and stated the necessity of developing specific 

objectives, quantified if possible, particularly at regional and country levels. The 

resolution not only requested the Director -General to implement the proposals contained in his 
report but also stressed the responsibility of Member States in introducing the new approach to 
evaluation of health programmes. In May 1976, the Twenty -ninth World Health Assembly had 
adopted the Sixth General Programme of Work, which provided a sound basis from which to 

develop more specific objectives at country, regional and global levels. As stated in the 

Sixth General Programme of Work, when these objectives had been clearly defined and output 

indicators determined, they would form the basis for subsequent evaluation. Work had also 
been continuing on health programme evaluation systems, in conformity with resolution EB57.R17 
In November 1976, the Director- General had presented a progress report on the development of 
programme evaluation to the Programme Committee of the Executive Board. That had been 

discussed by that Committee and reported on to the Executive Board, which at its fifty -ninth 
session in January 1977 had requested the Programme Committee in resolution EB59.R27 to become 
actively involved in the development and practical application of the Organization's 
evaluation system, including the mechanism for evaluating the impact of WHO's programme at the 
country level, as well as to carry out in -depth studies and evaluation of particular 
programmes. Progress had been made in the following areas: the first draft of evaluation 
guidelines was now under study in the regions and at headquarters; a study of the feasibility 
of introducing the evaluation process in countries had been started as a pilot project in one 

country which had initiated country health programming; and efforts were being made to 

improve project documents so that plans of operation included specific information, objectives 
and targets of the project, the methods to be applied to achieve the objectives, as well as 
indications of the resources required. As evaluation was based on sound information support, 
the Director -General intended to present a comprehensive report in January 1978 on the 

development of the WHO information system, which would become incrementally operational in 

that year. An additional factor was the decision of the United Nations General Assembly to 

give specific responsibility for evaluation to the Joint Inspection Unit. WHO had actively 
collaborated with the Unit to develop evaluation processes for the United Nations systems. 
The first report of the Joint Inspection Unit on evaluation in the United Nations system, 
which would be presented to the Executive Board in 1978, stated that "among the Organizations 
of the United Nations system, WHO is one of the leaders in doing work, both theoretical and 
practical, on evaluation and has started to develop a comprehensive evaluation process ". The 

assessment of the Joint Inspection Unit and that of the External Auditor differed because the 
former had looked at the development of the new system, whereas the latter had based his 
report on the examination of outdated procedures and policies. The Director -General fully 

agreed with the External Auditor's criticism. It would, however, take several years to set 

up an evaluation process, especially at country level, and that would require great 
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collaborative effort from Member States. The Director -General was determined to make the new 
evaluation process operational as soon as possible. 

Hе agreed with the United States and United Kingdom delegates that the table showing the 
addition and deletion of projects in Official Records No. 237 was outdated. It reflected the 
practice of building up the programme budget by aggregating individual projects, which would 
be abandoned if the Assembly were to approve the draft resolution proposed by the Executive 
Board under item 3.10 of the agenda. If that resolution were adopted, detailed project 
budgets would not be included in the programme budget document for 1980 -1981. Broad programme 
budgets only would be shown and details of individual projects worked out closer to the period 

of implementation. That would be a more sensible approach, as it was evident that it was 

virtually impossible to stick to budget details defined so far in advance of the time of their 
implementation. 

In reply to the United States delegate's question concerning the system of obligations for 

fellowship costs, he stated that the system had been changed along the lines indicated by the 
External Auditor, although, in order to maintain some flexibility, his recommendations were 
not fully implemented. The provisions were now broadly as follows. First, fellowship 
obligations should be raised in respect of that portion of the estimated cost applicable to 
the first 12 months only, the remainder of the costs, if any, should be earmarked against 
future years' appropriations, one scholastic year at a time. Secondly, obligations were to be . established on the basis of the final fellowship estimate, certifying that the letter of award 
would be issued within a specified time; if the letter of award had not been issued within 
six months from the date of this final fellowship estimate, the obligation was to be cancelled. 
Thirdly, if fellowship studies had not been started within two years of the date of the 
obligation, the funds were to be surrendered. 

Concerning the situation in the African Region mentioned in the External Auditor's report, 

it was important to understand the background. Although the report was for 1976,the Eкternal 

Auditor's comments related to the year 1975, which had probably been the most financially 

difficult year for WHO. This was reflected in the Financial Report presented to the Health 

Assembly in 1976. An anticipated shortfall of $ 9 million was due primarily to inflation 

rates which had far exceeded predictions and to a drop in the value of the dollar against the 

Swiss franc (from 3.23 Swiss francs to the dollar, as budgeted, to a low of 2.42 Swiss francs). 

In the Regional Office for Africa, a budgetary exchange rate of 255 CFA francs to the dollar 

had been used but the accounting rate in 1975 had dropped at one point to below 200 CFA francs 

to the dollar. This had caused a severe strain on the operation of the Regional Office and 

on the Organization's project delivery in that Region. In a situation of unfavourable rates 

of exchange, unexpected sharp increases in costs, the necessity of giving assistance to new 

Member States, and the necessity for providing emergency technical assistance, the Regional 

Director had had to take drastic action in order to remain within his budgetary allocation. 

In particular, 75 professional posts had been frozen, there had been a 20% reduction in the 

estimated level of supplies and equipment and a 20% reduction in the provision for local costs 

and grants in aid. Headquarters had advised the Regional Director to transfer some obliga- 

tions from 1975 to 1976, as permitted under the Financial Regulations. Therefore, fellowship 

obligations of some $ 600 000 had been transferred from 1975 to 1976, deferred purchase orders 

of approximately $ 130 000 had been transferred to 1976, other minor items had been deferred, 

two conferences had been cancelled, there had been an economy drive in common services, and 
regular budget projects had been transferred to UNDP. These actions had been necessary even 
though headquarters had given the Regional Office an additional allocation of some $ 500 000. 

It was regrettable that two small operations had been carried out (involving about $ 25 000) 

which were not strictly within the Financial Regulations but they should be considered in the 
light of the extreme difficulty of the situation. The financial year had ended with a surplus 
of $ 1114, i.e., 0.001% of the effective working budget. This was not "engineered ", as some 

delegates might have felt, but represented a minimum safety margin between the level of 

obligations incurred and the level authorized by the Health Assembly. It showed the need for 

tight management of budgetary resources and was, in some way, a measure of the success of that 
management. It had been considered better to take those drastic actions than to exceed the 

budget allocation. 
Concerning the staffing problem in the African Region, he pointed out that there were 

still a number of vacancies. In particular, three vital professional posts in Budget and 
Finance were vacant, although steps had been taken to fill two of them. Headquarters was 
concerned with the problem and had sent temporary assistance, especially at the ends of years 
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in order to help with the closing of the accounts. It was difficult to recruit and transfer 
competent staff in this field to the African Regional Office in Brazzaville. 

The United Kingdom delegate had rightly noted that much remained to be done to improve 
the format of the Financial Report. Some improvements had already been made, especially in 
the last report, but the next real progress would be made only with respect to the Financial 
Report for 1978 which would be presented to the Assembly in 1979. That was because the 
improvements in the report depended on the new information system, which would include a new 
budgetary, financial and administrative information subsystem and would start to become 
operational only in 1978. The format of the report for 1977 would therefore remain more or 
less the same as that for 1976. 

The year 1976 had shown one of the largest budgetary increases in the history of the 
Organization, as the same delegate had pointed out. That had been due to unfavourable 
exchange rates, high inflation rates and the supplementary budget for the salary increase for 
general service staff in Geneva. Those increases were all cost increases. The programme 
increase had been a mere 0.12% (approximately $ 150 000). It had been suggested that the 
Secretariat tried to have as large as possible a provision for unliquidated obligations in 
order to release funds at a later stage as casual income. That was not so, as could be seen 
from the fact that in 1975, when the surplus - which ultimately, too, was transformed into 
casual income - was the smallest ever, the unliquidated obligations were also the smallest. 
In 1976, when the surplus was somewhat larger, the unliquidated obligations were also larger. 
He drew attention to the definitions of obligations and unliquidated obligations given in 

Official Records No. 237, Appendix 3, pages 124 -125. An unliquidated obligation was merely 
a commitment, involving a liability against the resources of the current financial period, 

against which funds had not yet been disbursed. 

The percentage of unliquidated obligations over total obligations was 14% in 1976. The 

figure appeared high when compared with 10% for 1975, but account should be taken of the 

comparable figures for 1974 (13 %) and 1973 (16 %). As he had said, 1975 was a particularly 

difficult year. The Committee should note that of the total regular budget unliquidated 

obligations for 1976 and prior years, which stood at some $ 22 million at 31 December 1976, 

about $ 7 -1/2 million (over 33 %) had been paid by 31 March 1977. 

The United Kingdom delegate had also suggested that the Director -General's Development 

Programme funds would not need additional appropriations when smallpox was finally eradicated. 

The Director -General regretted that half the funds had had to be used for smallpox eradication 

as well as for other emergency assistance when the Programme had really been designed for 

innovative programmes and projects which could not be precisely budgeted for in the programme 

budget. It would have been preferable to use the funds for programmes such as those on 

research and training in tropical diseases, immunization, and development and research in 

traditional medicine. In the current year some $ 400 - 450 000 had already been allocated 

from the Director -General's Development Programme to the smallpox eradication programme. 

Concerning the undistributed reserve, the situation was very different from that in other 

organizations, depending, as it did, on WHO's Constitution. In fact, the other international 

organizations did not have an undistributed reserve. Briefly, the undistributed reserve was 

primarily created for the case of countries which wanted to withdraw from WHO but were unable 

to do so because the Constitution did not provide for that. 

Mr LINDMARK (External Auditor) said that Mr Furth had fully answered most of the questions 

raised concerning his report. In reply to the delegate of Niger, he regretted that the wording 

of his report might be misleading. The staffing problem that the report mentioned concerned 

the heavy workload to be carried out by an understaffed unit: there were still vacancies and 

he was sure that the Secretariat would take steps to improve the situation. Referring to the 

point raised by the delegate of the United Kingdom on the difficulty of evaluation, he said 

that he had stated in a report to the Director -General that if a new system for evaluation was 

to be implemented and used throughout the Organization, it would have to be a simple one. 

It should not be uniformly but selectively applied and it must guarantee that the results of 

the evaluation activities were systematically utilized. 

The CHAIRMAN then invited the Committee to consider the draft resolution recommended by 

the Ad Hoc Committee of the Executive Board in its first report (document А30/41). 

Decision: the draft resolution was adopted unanimously. 

The meeting rose at 12.35 p.m. 

• 

• 


