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Report on casual income 

This report shows the estimated amount expected to be available in the 
Casual Income Account as at 31 December 1986. In view of the unusually serious 
financial crisis which has arisen owing to the expected non-receipt in 1986 and 
possibly in subsequent years of a large proportion of assessed contributions, 
the Director-General is unable to recommend, at the present time, an 
appropriation of casual income to help finance the 1988-1989 regular budget. 

In view of the especially unfavourable impact of currency fluctuations on 
programme implementation in this biennium, the Director-General recommends that 
the amount of US¿ 31 million of available casual income which pursuant to 
resolution WHA39.4 may be used to reduce adverse effects of currency 
fluctuations on the programme budget for 1986-1987 be exceptionally increased 
to a revised maximum of US$ 41 million. The Director-General also recommends 
that in order to deal with currency fluctuations during the financial period 
1988-1989 an amount of US¿ 31 million be set aside from casual income on terms 
and conditions similar to those established by the Health Assembly in respect 
of the 1986-1987 programme budget. 

As agreed during the Thirty-ninth World Health Assembly (May 1986) this 
document also contains information on the 1978 study by the Programme Committee 
of the Executive Board of ways and means of reducing adverse effects of 
currency fluctuations on the programme budget, together with information on new 
factors and developments relating to this subject. 

Draft resolutions for the Board's consideration are contained in 
paragraphs 8 and 21. 
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Casual income available as of 31 December 1986 

1. For the information of the Executive Board, Annex 1 to this report shows the amounts of 
casual income available at year-end during the period 1982-1986 and the amounts appropriated 
or obligated for the regular budget and other purposes• The amount indicated as the balance 
available at 31 December 1986 is a tentative estimate. 

2. The amount of US$ 47 million which is estimated as being available at 31 December 1986 
is made up as follows: 

Balance carried forward from 31 December 1985 

US$ US东 

39 510 323 

Add: Estimated casual income received in 1986 

Arrears of contributions 
Interest on bank accounts 
Savings on liquidation of prior years' 
Sale of WHO publications 
Refunds, rebates and other 
Assessments on new Members 

obligations 

20 600 000 
16 000 000 
1 000 000 

100 000 
985 250 
49 572 38 734 822 

78 245 145 

Less : Disbursements 
Exemption of Namibia from payment of assessed con-

tribution for 1986-1987 (resolution WHA30.29)… 
Transfer to Real Estate Fund (resolution WHA39.5) • 
To reduce the adverse effects of currency fluctua-

tions under the regular programme budget for 
1986-1987 (resolution WHA39.4) 

Cash balance 
Unliquidated obligations 
To reduce the adverse effects of currency fluctua-

tions under the regular programme budget for 
1986-1987 (resolution WHA39.4) 

49 145 
196 000 

19 000 000 19 245 145 

59 000 000 

12 000 000 

Estimated unobligated balance available as at 31 December 
1986 47 000 000 

Proposed use of available casual income 

3. As indicated in paragraphs 50 and 51 of the Introduction to the proposed programme 
budget for the financial period 1988-1989 (document PB/88-89), the Director-General is unable 
at this juncture, when the Organization finds itself enmeshed in an unusually serious 
financial crisis not of its own making, to recommend that any casual income should be 
appropriated to help to finance the proposed programme budget. The crisis that has arisen as 
a result of the expected non-receipt in 1986, and possibly in subsequent years, of a large 
proportion of assessed contributions has already prompted the Director-General (1) to 
withdraw, in early 1986, US$ 35 million from programmes approved by the World Health Assembly 
for 1986-1987 and to transfer them to a reserve account, and (2) to submit to the Executive 
Board and the World Health Assembly in 1987, together with the proposed programme budget for 
1988-1989, a contingency plan for programme budget implementation reductions in 1988-1989 
based on the hypothesis of a shortfall in assessed contributions of the order of 
US$ 50 million. While the amounts involved remain uncertain, recent developments indicate 
that the dimensions of the financial crisis may be even larger than originally foreseen - at 
least in the short term. However, to make further reductions in addition to those already 
made or to further defer activities would seriously impair the Organization's ability to be 
of service to its Members in many programme areas of the utmost importance to them. It would 
also result in a significant set-back in the joint efforts of the Organization and its 



Members in attaining the goal and targets of the health-for-all strategy. The 
Director-General therefore proposes that the entire amount of available casual income should 
be retained in the casual income account to cover that part of a possible shortfall in 
assessed contributions that may occur in the financial periods 1986-1987 and 1988-1989 that 
is not already met by the programme implementation reductions made or planned. 

4. Should the current financial problems of the Organization appear to be less acute by the 
time of the Fortieth World Health Assembly in May 1987 or the Forty-first World Health 
Assembly in May 1988, the Director-General would propose that up to US$ 47 million of 
available casual income should be appropriated to help finance the 1988-1989 programme budget 
and thus reduce assessments on Member States in both 1988 and 1989, or at least in 1989. In 
effect, therefore, the possible use of casual income for the purposes outlined in paragraph 3 
above would be nothing more or less than the borrowing of casual income pending the receipt 
of contributionsэ in accordance with the authority granted to the Director-General by 
Financial Regulation 5.1. Casual income will not and cannot be used either to increase the 
programme budget that the Health Assembly will approve for 1988-1989 or to relieve any Member 
State of its constitutional obligation to pay its assessed share of the expenses of the 
Organization. In the circumstances the Director-General believes the proposal to be amply 
justified by the overriding need to tide the Organization over a financial crisis of unusual 
proportions. 

Authorized use of casual income to reduce adverse effects of currency fluctuations on the 
programme budget for 1986-1987 

5. As was the case in 1978, 1979, 1980-1981, 1982-1983 and 1984-1985, the Thirty-eighth 
World Health Assembly (May 1985) in resolution WHA38,4 authorized the Director-General to 
charge against available casual income the net additional costs under the regular programme 
budget which might result from differences between the WHO budgetary rate of exchange and the 
United Nations/WHO accounting rates of exchange with respect to the US dollar/Swiss franc 
relationship prevailing during the financial period 1986-1987, the amount established for 
this purpose being set at a maximum of US$ 20 million for the biennium. As on previous 
occasions, the Director-General was also requested to transfer to casual income any net 
savings under the regular programme budget arising from those differences, provided that, 
having regard to inflationary trends and other factors which might affect the implementation 
of the regular programme budget, such transfers to casual income would not need to exceed 
US$ 20 million in 1986-1987. 

6. In view of the significant decline in the value of the US dollar in relation to not only 
the Swiss franc but also a number of major regional office currencies which had occurred 
subsequent to the approval of the programme budget for 1986-1987 and which was having an 
unfavourable impact on the regional programmes, the Director-General proposed to the 
Thirty-ninth World Health Assembly (May 1986) that the above-mentioned casual income facility 
be extended to cover the major regional office currencies as w e l l T h e Health Assembly in 
resolution WHA39.4 approved the proposed extension of the facility and authorized a revised 
maximum amount of US$ 31 million that could be used for this purpose during 1986-1987. The 
conditions applicable to this authorization were the same as those for previous financial 
periods, except that the Director-General was requested to transfer to casual income the 
total net savings under the regular programme budget resulting from differences between the 
WHO budgetary rates of exchange and the United Nations/WHO accounting rates of exchange with 
respect to the relationship between the US dollar and the CFA franc, the Danish krone, the 
Egyptian pound, the Indian rupee, the Philippine peso and the Swiss franc prevailing during 
1986-1987. As the net additional costs or net savings relating to this authorization cannot 
be determined until the end of the financial period, the Director-General was further 
requested to report the resulting charges or transfers in the financial report for the 
financial period 1986-1987, which will be submitted to the Forty-first World Health Assembly 
in May 1988. 

7. The monthly United Nations/WHO accounting rates of exchange between the US dollar on the 
one hand and, on the other, the CFA franc, the Danish krone and the Swiss franc during the 
first half of the current financial period (i.e. , during 1986) have been significantly lower 
than the relevant WHO budgetary rates of exchange. The monthly United Nations/WHO accounting 

1 Document WHA39/1986/REC/1, Annex 1. 



rates of exchange during 1986 between the US dollar and the remaining currencies covered by 
the casual income facility (i.e. , the Egyptian pound, the Indian rupee and the Philippine 
peso) have been equal to or somewhat higher than the relevant budgetary rates of exchange. 
Nevertheless, if the accounting rates of exchange of the six currencies in question should 
remain at their present levels during 1987, the differences between the relevant budgetary 
rates of exchange for 1986-1987 and the average accounting rates for the same period would 
result in additional costs to the Organization under the regular programme budget totalling 
about US$ 43 200 000, or USÍ 12 200 000 more than the US$ 31 million of casual income 
authorized by resolution WHA39.4 to be used to cover these costs. The ability of the 
Organization to absorb additional budgetary requirements of this magnitude is seriously 
affected by the measures that have already been taken to face the problem of the anticipated 
shortfall of about US$ 35 million in the payment of assessed contributions to the regular 
budget for 1986-1987, about which the Thirty-ninth World Health Assembly was informed last 
May. However, through special efforts it has been found possible to achieve further 
operational economies in the current biennium of some US$ 2 million, thus leaving uncovered 
about US$ 10 million of the above-mentioned additional budgetary requirement. Consequently, 
and in order to avoid the need for a supplementary budget for 1986-1987, the Director-General 
recommends that the amount of US$ 31 million of available casual income which pursuant to 
resolution WHA39.4 may be used to reduce adverse effects of currency fluctuations on the 
programme budget for 1986-1987 be exceptionally increased to a revised maximum of 
US$ 41 million. 

8. If the Board should be in agreement with this proposal it may wish to consider adopting 
a resolution along the following lines： 

The Executive Board, 

Having considered the proposals of the Director-General on the use of casual income 
to reduce adverse effects of currency fluctuations on the programme budget for the 
financial period 1986-1987; 

Conscious of the need to ensure that cash resources are available to the 
Organization to finance at least part of the unbudgeted additional costs arising from 
adverse currency fluctuations so that, to the greatest extent possible, the activities 
included in the regular programme budget can be implemented despite such fluctuations: 

RECOMMENDS to the Fortieth World Health Assembly the adoption of the following 
resolution: 

The Fortieth World Health Assembly, 

Having considered the recommendation of the Executive Board on the use of 
casual income to reduce adverse effects of currency fluctuations on the programme 
budget for the financial period 1986-1987; 

1. AUTHORIZES the Director-General, notwithstanding the provisions of Financial 
Regulation 4.1 and the terms of the Appropriation Resolution for the financial 
period 1986-1987, to charge against available casual income the net additional 
costs to the Organization under the regular programme budget resulting from 
differences between the WHO budgetary rates of exchange and the United Nations/WHO 
accounting rates of exchange with respect to the relationship between the US dollar 
and the CFA franc, the Danish krone, the Egyptian pound, the Indian rupee, the 
Philippine peso and the Swiss franc prevailing during this financial period, 
provided that such charges against casual income shall not exceed US$ 41 000 000 in 
1986-1987; 

2. REQUESTS the Director-General, notwithstanding the provisions of Financial 
Regulation 4.1 and the terms of the Appropriation Resolution for the financial 
period 1986-1987, to transfer to casual income the net savings under the regular 
programme budget resulting from differences between the WHO budgetary rates of 
exchange and the United Nations/WHO accounting rates of exchange with respect to 
the relationship between the US dollar and the CFA franc, the Danish krone, the 
Egyptian pound, the Indian rupee, the Philippine peso and the Swiss franc 
prevailing during this financial period; 



3. FURTHER REQUESTS the Director-General to report such charges or transfers in 
the financial report for the financial period 1986-1987; 

4. STRESSES the importance of Members1 paying their contributions to the 
Organization's budget in accordance with Financial Regulations 5.3 and 5.6, that 
is, not later than the first day of the year to which they relate, in order that 
the approved programme may be carried out as planned; 

5. DECIDES that this resolution cancels and supersedes resolution WHA39.4. 

Possible alternative methods of dealing with adverse effects of currency fluctuations 

9. When the proposal to extend the scope of the casual income facility to cover also the 
major regional office currencies was discussed in Committee В of the Thirty-ninth World 
Health Assembly, it was suggested that a study on possible alternative methods of dealing 
with the effects of currency fluctuations might be undertaken by the Secretariat and 
presented to the Executive Board. The Secretariat informed the Committee that the effects of 
continuing currency instability on the budgets of the organizations in the United Nations 
system had been the subject of numerous studies at WHO, where reports had been presented to 
the World Health Assembly and the Executive Board at least three times in the last fifteen 
years, and by the Administrative Committee on Coordination (ACC) and the United Working Group 
on Currency Instability, The most recent study had been undertaken in 1978 by the Programme 
Committee of the Executive Board and had been submitted to the Board at its sixty-third 
session in January 1979. The Secretariat offered to reproduce the documentation in question 
for submission to the Executive Board at its seventy-ninth session in January 1987, together 
with information on any new factors or developments relating to this subject. 

10. In accordance with the foregoing, Annex 2 to this document contains the report by the 
Programme Committee on ways and means of reducing adverse effects of currency fluctuations on 
the programme budget as submitted to the Executive Board in January 1979, in document 
ЕВ63/16. As explained in the report, the Programme Committee examined a wide range of 
suggestions for alleviating the budgetary problems resulting from currency instability, 
including those previously considered by various United Nations bodies. These were grouped 
into three categories, referred to as anticipatory measures, preventive measures, and 
ex post facto measures. In the light of its detailed examination of this matter the 
Programme Committee concluded that the long-term solution to the budgetary problems resulting 
from currency fluctuations best suited to the experience and circumstances of WHO would be to 
grant a substantially enlarged facility to the Director-General to use available casual 
income for this purpose on the same lines and conditions as those stipulated in resolution 
WHA31.7 of the Thirty-first World Health Assembly (1978). The Executive Board agreed with 
this conclusion and in resolutions EB63.R1 and EB63.R7 (reproduced in Annexes 3 and 4), and 
recommended to the Thirty-second World Health Assembly (1979) that it authorize the 
Director-General to use available casual income up to an amount of US$ 15 million in 1979 and 
again in 1980-1981 in order to reduce possible adverse effects of currency fluctuations 
between the US dollar and the Swiss franc on the programme budgets for those financial 
periods. The Health Assembly approved these recommendations in resolutions WHA32.3 and 
WHA32.4. In subsequent years the Health Assembly in resolutions WHA34.5 (1981), WHA36.6 
(1983), and WHA38.4 (1985) authorized the use of available casual income for the same purpose 
and on the same conditions as before, up to a maximum amount of US$ 20 million for each of 
the financial periods 1982-1983, 1984-1985, and 1986-1987 respectively. As mentioned in 
paragraph 6 above, the Thirty-ninth World Health Assembly agreed to extend the scope of the 
casual income facility so as to cover also the major regional office currencies, and in 
resolution WHA39.4 it authorized a revised maximum amount of US$ 31 million of casual income 
that could be used for this purpose during 1986-1987. 

11. When the Executive Board in January 1979 considered the above-mentioned report by its 
Programme Committee, it was suggested that as this matter had important implications for the 
United Nations system as a whole it would be desirable for ACC to review the experience of 
the various organizations in attempting to cope with the impact of currency fluctuations on 
their budgets, including the possibility of finding a system-wide solution to the financial 
problems resulting from monetary instability. Such a review was undertaken by ACC, on WHO'S 
initiative, in the autumn of 1979 and resulted in a statement by ACC on the subject which was 
presented in a report by the Director-General to the Board at its sixty-fifth session in 
January 1980, reproduced in Annex 5 to this document. Briefly stated, ACC1 s review of this 
matter confirmed the earlier observation by the United Nations Working Group on Currency 



Instability with regard to the importance of the individual circumstances of the 
organizations as a factor in their choice of measures to meet the effects of currency 
instability, which had also been the sense of ACC's own conclusions in 1973 and 1974. 
Moreover, ACС continued to hold the view that, since it was obvious that no single measure 
could alleviate the difficulties encountered, in any of the necessarily diverse approaches 
that may be taken to the problem of currency instability, the dual objective of protecting 
the programmes and budgets of the organizations and of limiting the recourse to supplementary 
estimates and assessments must be firmly pursued. The Executive Board decided to take note 
of this report. 

12. The only significant relevant development that has occurred in the United Nations system 
since the above-mentioned studies were undertaken is the recent decision by the Board of 
Governors of the International Atomic Energy Agency (IAEA) to introduce as from 1986 a system 
of split assessments designed to provide the right level of resources for implementing its 
approved regular programme in spite of currency fluctuations. IAEA has only two main 
currencies, the Austrian schilling and the US dollar. Under this system an attempt is made 
to match budgetary expenditure and income by .calculating the expenditure budget as well as 
the Member States1 contributions in the two principal currencies in the same proportion in 
which the Agency incurs its expenditures, i.e., approximately 75% in Austrian schillings and 
the balance in US dollars• The total budget is expressed in US dollars and, for purposes of 
comparison with previous budgets, is based on the average rate of exchange two years prior to 
the budget year. The assessed contributions of Member States may be paid entirely in 
US dollars, or partly in this currency, and in Austrian schillings in amounts set out in the 
scale of assessment for the budget in question. Contributions are credited in proportion to 
the amounts originally assessed based on the United Nations operational rate of exchange on 
the date of payment. At the end of the financial period the amounts given in dollars in the 
appropriation resolution and for assessments are adjusted oil the basis of the average of the 
operational exchange rates experienced during the financial period, 

13. Although the IAEA system of split assessments might provide an answer to that 
organization's exchange rate problem, because it attempts to match total income and 
expenditure, it remains to be seen whether actual experience will show this to be the case. 
In the absence of such experience it would be premature to comment on the particularities of 
the system introduced in IAEA. 

14. In previous studies of a system of assessing given proportions of contributions in the 
main currencies used by an organization in the United Nations system it was agreed that it 
would be too cumbersome to require contributions in more than two currencies, which would 
normally be the US dollar and the currency of the host country. Moreover, even though a 
two-currency "mix" might offer some advantages to certain organizations, such a scheme would 
be complex and would entail some practical difficulties. Among these was the problem of the 
timing and pattern of receipts in the currencies of assessment, which would always have to 
match perfectly the incurring of expenditures in the two currencies. It was also considered 
likely that some Member States would face difficulties and incur additional costs if they had 
to pay their contributions in more than one currency. As shown in Annex 2, the Programme 
Committee of the Executive Board recognized that the "two-currency" alternative whereby 
assessments of Members' contributions might be partly in US dollars and partly in 
Swiss francs would appear to offer at least a partial solution to the financial problems 
created for WHO by fluctuations between these two currencies. However, the Committee agreed 
with the earlier conclusions of other bodies that such an arrangement would entail a number 
of practical problems and disadvantages relating in particular to the timing and pattern of 
receipt of contributions, and the Organization might therefore continue to incur losses due 
to fluctuating exchange rates. In this connection it should be recalled that when the 
possibility of organizations with headquarters in Switzerland assessing contributions in 
US dollars and Swiss francs was considered in 1974, the Government of Switzerland expressed 
opposition to the idea that the Swiss franc might be substituted for the US dollar as a 
budgetary currency or for the payment of contributions of the members of an organization. 
Finally, it should be rioted that any system of mixed currency assessment in WHO would need to 
cater to the requirements of an organization having seven main currencies (i.e., the 
CFA franc, the Danish krone, the Egyptian pound, the Indian rupee, the Philippine peso, the 
Swiss franc and the US dollar). It would therefore be necessary for each major regional 
office currency to be linked for budgetary purposes to one of the two currencies of 
assessment, with the consequent risk of exchange gains and losses if the exchange value of 
the former were not to move at all times directly in relation to that of the latter. Such a 
system would be extremely complicated and costly to administer and would not appear to 
represent a viable solution to the problem of currency fluctuations. 



15. During the discussion of the casual income facility in Committee В of the Thirty-ninth 
World Health Assembly one delegate suggested that as an alternative to this mechanism for 
countering the adverse effects of currency fluctuations, consideration should be given to a 
method whereby the budget would be recalculated each year on the basis of the most recent 
exchange rates. Whereas sucfh an approach might in certain circumstances appear attractive, 
for example during periods of favourable exchange rates between the US dollar and the main 
currencies of the Organization, it would give rise to many of the same problems that existed 
in the 1970s when the budgetary rates of exchange were revised virtually every year owing to 
currency fluctuations, and the Board and the Health Assembly were constantly called upon to 
consider the financing of the resulting costs through supplementary budgets, additional 
assessments and other measures• It was in response to Member States' dissatisfaction with 
this state of affairs that a number of studies were undertaken thoughout the United Nations 
system with a view to finding a solution to the budgetary problems caused by currency 
instability. As explained above, the solution deemed by the Board and the Health Assembly to 
be best suited to the circumstances of WHO was the mechanism of the casual income facility 
which was first established in 1978 and maintained thereafter by successive Health 
Assemblies. Whilst this mechanism has the same basic advantage with respect to the return to 
Member States of budgetary savings resulting from favourable exchange rate movements as does 
the proposed method of recalculating the budget each year, it has none of the disadvantages 
of the latter. Examples of such disadvantages are that the annual recalculation and review 
of the budget (1) would defeat the very purpose of having a biennial budget cycle as 
instituted by the Health Assembly beginning with the financial period 1980-1981; (2) could 
not take account of exchange movements between May of the second year of the biennium and the 
end of the financial period; and (3) would result in constant revision of the budget, making 
it impossible at the time of preparation and subsequent review of the proposed programme 
budget to make a comparison with the current budget. 

16. In the light of the foregoing it is considered that the proposed method of recalculating 
the budget each year would be cumbersome and costly and would not provide a better solution 
to the budgetary and financial problems caused by currency instability than that offered by 
the casual income facility. Moreover, such a method would introduce some disadvantages that 
do not exist under the present system of dealing with the effects of currency fluctuations on 
the programme budget and would in effect constitute a return to the situation of the 1970s 
which, as mentioned above, the Member States found unsatisfactory and which was changed by 
the establishment of the casual income facility. 

17. On the basis of the actual experience with the casual income facility since its 
establishment by the Health Assembly in 1978 the Director-General believes that this 
mechanism has so far provided a good solution to the problems of currency instability facing 
the Organization from year to year. Although it has been recognized all along that this 
mechanism might not afford complete protection to the regular budget against very large drops 
in the value of the US dollar in relation to certain currencies, it has up to the present 
time served the Organization well by providing some safeguards for the financial integrity of 
its programme. It has reduced or eliminated the need for supplementary budgets when exchange 
rates were unfavourable as well as resulted in significant amounts of savings that were 
transferred to casual income when exchange rates were favourable. This is illustrated by the 
table contained in Annex 6, showing additional budgetary costs or savings resulting from 
currency fluctuations between 1971 and 1985 with respect to the US dollar/Swiss franc 
relationship during this period. As will be noted from part I of the table, the total 
additional budgetary costs resulting from currency fluctuations amounted to US$ 92 834 710. 
Only part if these costs, US$ 56 249 210, was borne directly or indirectly by Member States 
through additional assessments, supplementary budgets (financed by casual income) and the 
casual income facility. Conversely, as shown in part II of the table, an amount of 
US$ 38 243 300 in budgetary savings resulting from exchange rate fluctuations between the US 
dollar and the Swiss franc were returned to Member States through the casual income facility 
in addition to US$ 13 427 000 of savings relating to US dollar/major regional office 
currencies； the total budgetary savings due to exchange rate fluctuations made available to 
Member States thus amounted to US$ 51 670 300. Therefore, the total net cost to Member 
States of currency fluctuations occurring after adoption of the budgets in the fifteen-year 
period from 1971 to 1985 was only US$ 4 578 910. In the light of this experience and for the 
various reasons set out in the report of the Programme Committee of the Executive Board 
(Annex 2), in the studies of this subject by other bodies mentioned therein, and in this 
report, it appears unlikely that a better approach than the casual income facility could be 
found for reducing or mitigating the adverse effects of currency fluctuations on the 
programme budget. 



Proposed use of casual income to reduce adverse effects of currency fluctuations on the 
programme budget for 1988-1989 

18. As mentioned in paragraph 49 of the Introduction to the proposed programme budget for 
1988-1989, the estimated expenditures contained therein with respect to the CFA franc, the 
Danish krone, the Egyptian pound, the Indian rupee, the Philippine peso and the Swiss franc 
are based on the United Nations/WHO accounting rates of exchange between these currencies and 
the US dollar prevailing during the period immediately preceding the finalization of the 
relevant programme budget proposals. In view of the uncertainty and unpredictability of 
economic and particularly monetary developments which may occur in the next three years, the 
possibility of having to cope with lower average accounting rates of exchange between the 
US dollar and the above-mentioned currencies during the forthcoming biennium is very real. 
The Director-General therefore recommends that, as was the case in 1986-1987, he again be 
authorized in 1988-1989 to charge against available casual income the net additional costs 
under the regular programme budget which may result from differences between the WHO 
budgetary rates of exchange and the related WHO accounting rates of exchange with respect to 
the relationship between the US dollar and the CFA franc, the Danish krone, the Egyptian 
pound, the Indian rupee, the Philippine peso and the Swiss franc prevailing during the 
financial period 1988-1989, up to a maximum of US$ 31 million. At the same time, the 
Director-General would also be requested to transfer to casual income the net savings under 
the regular programme budget arising from those differences. Such transfers or charges would 
be reported in the financial report of the Organization for the 1988-1989 biennium. 

19. If the Board and the Health Assembly should agree to the proposal in paragraph 18, the 
lowest average accounting rates of exchange for the currencies in question that could be 
coped with under the casual income facility during 1988-1989, without the need for recourse 
to programme reductions, a supplementary budget or other measures, would be as shown in the 
following table： 

Rate of exchange per Average accounting rate 
US dollar contained of exchange per US dollar 

Currency in the proposed that could be coped with 
programme budget under the casual income 
for 1988-1989 facility in 1988-1989 

CFA franc 350 288 

Danish krone 8.20 6.95 

Egyptian pound 1.35 1.10 

Indian rupee 12.60 11.00 

Philippine peso 19.00 17.00 

Swiss franc 1.65 1.45 

20. In this connection, it should be noted that if the value of the US dollar should not 
decline to an equal degree in relation to the Swiss franc and each of the major regional 
office currencies it would be possible to afford a greater level of protection to global and 
interregional activities or the programme budget of a particular region or regions than 
envisaged above. As in the past, the use of casual income for the reasons proposed does not 
obviate the need for economies in operations throughout the Organization, or possibly even 
recourse to a supplementary budget, if the average accounting rate of exchange for 1988-1989 
were to be lower than those mentioned above, or if the amount of available casual income 
during that period were to be less than US$ 31 million. The availability of sufficient 
casual income for the purpose in question depends on (1) the prompt payment of assessed 
contributions, (2) the level of interest rates in 1987 and subsequent years, and (3) the 
amount of casual income which will have to be used to reduce the adverse effects of currency 
fluctuations on the programme budget in 1986-1987 and for other purposes. 



21. In the light of its review of this matter the Board may wish to consider adopting a 
resolution along the following lines : 

The Executive Board, 

Having considered the report of the Director-General on casual income and the 
proposal to use such income to reduce adverse effects of currency fluctuations on the 
programme budget for the financial period 1988-1989； 

Aware of the possible impact on the Organization's regular programme budget of 
unforeseen movements in the rates of exchange between the US dollar, the currency in 
which the programme budget is presented, and the CFA franc, the Danish krone, the 
Egyptian pound, the Indian rupee, the Philippine peso and the Swiss franc, the other 
currencies in which a significant proportion of the expenditures under the regular 
budget is incurred; 

Recognizing that it may not be possible to meet all unbudgeted additional costs 
arising from particularly sharp adverse fluctuations in the rates of exchange between 
these currencies； 

Conscious, however, of the need to ensure that cash resources are available to the 
Organization to finance at least part of the unbudgeted additional costs that may arise 
so that, to the greatest extent possible, the activities included in the regular 
programme budget can be implemented despite adverse fluctuations in exchange rates. 

RECOMMENDS to the Fortieth World Health Assembly the adoption of the following 
resolution: 

The Fortieth World Health Assembly, 

Having considered the recommendation of the Executive Board on the use of 
casual income to reduce adverse effects of currency fluctuations on the programme 
budget for the financial period 1988-1989; ^ 

1. AUTHORIZES the Director-General, notwithstanding the provisions of Financial 
Regulation 4.1 and the terms of the Appropriation Resolution for the financial 
period 1988-1989, to charge against available casual income the net additional 
costs to the Organization under the regular programme budget resulting from 
differences between the WHO budgetary rates of exchange and the United Nations/WHO 
accounting rates of exchange with respect to the relationship between the US dollar 
and the CFA franc, the Danish krone, the Egyptian pound, the Indian rupee, the 
Philippine peso and the Swiss franc prevailing during this financial period, 
provided that such charges against casual income shall not exceed US$ 31 ООО 000 in 
1988-1989; 

2. REQUESTS the Director-General, notwithstanding the provisions of Financial 
Regulation 4.1 and the terms of the Appropriation Resolution for the financial 
period 1988-1989, to transfer to casual income the net savings under the regular 
programme budget resulting from differences between the WHO budgetary rates of 
exchange and the United Nations/WHO accounting rates of exchange with respect to 
the relationship between the US dollar and the CFA franc, the Danish krone, the 
Egyptian pound, the Indian rupee, the Philippine peso and the Swiss franc 
prevailing during this financial period; 

3. FURTHER REQUESTS the Director-General to report such charges or transfers in 
the financial report for the financial period 1988-1989; 

4. STRESSES the importance of Members1 paying their contributions to the 
Organization's budget in accordance with Financial Regulations 5.3 and 5.6, that 
is, not later than the first day of the year to which they relate, in order that 
the approved programme may be carried out as planned. 



Table 1. Casual income, 1982-1986 (expressed in US dollars) 

Year Balance 
1 January 

Appropriated or obligated for 
Unappropriated 

and 
unobligated 

balance 

Casual 
income 

earned during 
the year 

Available 
balance at 
31 December 

Year Balance 
1 January Regular budg et 

Year 

Other — 
purposes 

Unappropriated 
and 

unobligated 
balance 

Casual 
income 

earned during 
the year 

Available 
balance at 
31 December 

1982 
1983 
1984 
1985 
1986 

17 440 884 
56 286 130 
23 299 208 
56 791 706 
39 510 323 

54 500 000 

56 790 000 

1984-85 

1986-87 

3 453 990 
605 500 
852 020 

31 245 145 

13 986 894 
1 180 630 
22 447 188 

1 706 
8 265 178 

42 299 236 
22 118 578 
34 344 518 
39 508 617 
38 734 822 

56 286 130 
23 299 208 
56 791 706 
39 510 323 
47 000 000 -

a —Details of funds appropriated or obligated for other purposes: 

Real Estate Exemption of Namibia from To reduce adverse effects 
Fund payment of assessed contribution of currency fluctuations 

1982 3 409 000 44 990 -
1983 605 500 - -
1984 805 000 47 020 -
1985 - -
1986 196 000 49 145 31 000 000 

b D , —Estimated. 
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WAYS AND MEANS OF REDUCING ADVERSE EFFECTS OF CURRENCY 
FLUCTUATIONS ON THE PROGRAMME BUDGET 

Report by the Programme Committee of the Executive Board 

1. As agreed by the Executive Board at its sixty-first session in January 1978, the 
Programme Committee, during its session from 6 to 10 November 1978, examined a report by the 
Director-General on ways and means of reducing adverse effects of currency fluctuations on 
the programme budget (reproduced in the Appendix) submitted in response to a request by the 
Board at its session that an attempt should be made to find a long-term solution to the 
financial problems which the Organization has had to face as a result of the international 
monetary situation. The Programme Committee noted that these financial problems had been 
caused essentially by the depreciation of the United States dollar (the currency in which the 
Organization1s budget is presented and in which the contributions of Member States are 
assessed) in relation to those other currencies, and in particular the Swiss franc, in which 
expenditures are incurred. The problem had existed since 1971, and had been met in part by a 
series of stringent economy measures to realize savings in operations, mainly at 
headquarters, by the use of other funds from outside the regular budget, and by the approval 
of supplementary budgets and additional budgetary requirements. The magnitude of the problem 
was shown in Table 1 in the Director-General1 s report, which indicated that budgetary losses 
resulting from currency fluctuations had amounted so far to approximately $ 68 million, 
without taking into account the budgetary losses which had occurred in 1978 when the 
accounting rate of exchange had fallen significantly below the budgetary rate of 
2.21 Swiss francs per US dollar. 

2. The Programme Committee recalled that the bugetary and financial problems caused by 
continuing currency instability had been studied in recent years by a number of different 
bodies, such as the Administrative Committee on Coordination (ACC), the Consultative 
Committee on Administrative Questions (CCAQ), an intergovernmental Working Group oil Currency 
Instability established by the United Nations General Assembly, and by the United Nations 
Advisory Committee on Administrative and Budgetary Questions (ACABQ). The general conclusion 
that had emerged from all these studies was that no single measure could alleviate the 
difficulties encountered by the various organizations due to currency instability. The 
Twenty-eighth World Health Assembly, reviewing the matter in 1975, had taken note of this 
conclusion in resolution WHA28.23. In noting that the budgetary and financial problems of 
the United Nations organizations caused by currency instability had last been examined in 
depth on an inter-agency basis in 1974, the Committee suggested that this matter could 
usefully be reviewed again by ACC, 

3. The Committee considered the various suggestions for alleviating the budgetary problems 
resulting from currency instability that had been made in the course of the Board's 
discussion in January 1978, as well as those previously considered by various United Nations 
bodies. These suggestions could be grouped into three categories, as explained in the 
Director-General's report, i.e., anticipatory measures, preventive measures, and 
ex post facto measures. In the course of its discussions, the Committee rioted that among the 
suggestions made by members of the Board in January 1978, those relating to the possibility 
of relocating the Organization's headquarters in another country, and the merging of regional 
offices, would have political, structural and functional implications for the Organization 
far more important than those relating to the problem of currency instability. It was 
therefore considered more appropriate to study them separately, should the World Health 
Assembly so decide, in the light of Articles 43 and 44 of the Constitution. Similarly, the 
Committee .recognized that a suggestion that WHO'S regular budget might be financed, at the 
option of Member States, in currencies other than US dollars and Swiss francs was not 
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directly linked to the problem of currency instability, and had been studied previously by 
the Board and the World Health Assembly, as explained in paragraph A of the 
Director-General * s report. 

4. As regards the anticipatory measures outlined in the Director-General1 s report, the 
Committee considered that advantages gained, for example, from an increase in the level of 
the Working Capital Fund, or by setting up special reserves, would be outweighed by the 
disadvantages of tying up large amounts of funds as well as by various problems of 
administration and cost. However, as explained below, the Committee, in present 
circumstances, considered it advisable to expand the facility granted to the Director-General 
by the Thirty-first World Health Assembly to use a certain amount of casual income to help 
reduce the adverse effects of currency fluctuations on the programme budget. 

5. Among the so-called "preventive measures", the Committee recognized that the 
"two-currency" alternative whereby assessments of Members1 contributions might be partly in 
US dollars and partly in Swiss francs would appear to offer at least a partial solution to 
the financial problems created by WHO by fluctuations between these two currencies. However, 
it agreed with the earlier conclusions of other bodies that such an arrangement would entail 
a number of practical problems and disadvantages relating in particular to the timing and 
pattern of receipt of MembersT contributions. Thus, the problem of currency management was 
likely to remain, and the Organization might continue to incur losses due to fluctuating 
exchange rates. 

6. When the Committee considered so-called ex post facto measures, it gave full recognition 
to the Organization's exceptional record since 1971 in achieving economies in operations at 
headquarters, and thus in absorbing very substantial budgetary losses resulting from currency 
fluctuations in the past six or seven years. This had had the effect of significantly 
reducing the need for additional assessments on Members. The Committee recognized that the 
Organization's ability to absorb further significant budgetary losses was influenced by the 
fact that its budget in the last few years had shown the smallest increase among the 
United Nations organizations, as well as by the reductions in staff and other resources at 
headquarters resulting from the implementation of the new programme budget policy and 
strategy approved by the Thirtieth World Health Assembly. In this connexion, it was also 
rioted that in virtually all other organizations in the United Nations system, the budgetary 
losses resulting from currency fluctuations had been covered to a much larger extent than in 
WHO through additional assessments on Member States. 

1• In the light of its examination of the various measures and suggestions outlined in the 
Director-General's report, the Programme Committee concluded that it could make only one 
recommendation to the Executive Board for a possible solution to the financial problems 
caused by currency fluctuations. This recommendation related to the facility granted to the 
Director-General by the Thirty-first World Health Assembly in resolution WHA31.7, whereby an 
amount of up to $ 2 million of available casual income could be used annually in 1978 and 
1979 to help reduce the adverse effects of currency fluctuations on the programme budget 
without increasing the level of the budget. As mentioned in the report to the Board in 
January 1978,1 it had been envisaged that this facility, while not affording complete 
protection to the Organization's budget in the event of a very large drop in the value of the 
dollar below the budgetary rate of exchange for the Swiss franc, would provide the budget 
with some protection against a moderate decline in the yearly average accounting rate of 
exchange. 

8. The Committee recognized that the past year had seen a further sharp decline in the 
value of the US dollar in relation to the Swiss franc, and was informed that as a result of 
this development it would be necessary for the next Executive Board and World Health Assembly 
to consider supplementary budgetary requirements for 1979 in the order of about 
$ 18-20 million. It was further noted that if the above-mentioned facility granted to the 
Director-General should involve a higher level than the annual amount of $ 2 million 
authorized so far, it would afford better protection to the Organization1s budget against 
currency fluctuation than was actually the case at present. 

1 WHO Official Records, No. 244, 1978, Annex 2. 
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9. In the context of the potential need for a supplementary budget in 1979 of 
$ 18-20 million resulting from a difference between the budgetary rate of exchange for that 
year of 2.17 Swiss francs per US dollar and the current (November 1978) accounting rate of 
exchange of 1.55 Swiss francs per US dollar, the Programme Committee was given certain 
preliminary information and tentative estimates concerning the measures that might have to be 
considered in due course in order to cover the anticipated budgetary loss in 1979. These 
measures included the use of $ 2 million of casual income in 1979 to offset budgetary losses 
resulting from currency fluctuations in 1979 without increasing the level of the budget, 
pursuant to the facility granted to the Director-General by resolution WHA31.7； the use of 
all other casual income available at the end of 1978 to finance a supplementary budget for 
1979; reduction in the 1979 budgetary credits for the Terminal Payments Account； as well as 
such further economies in operations at headquarters as might be possible, including the 
freezing of recruitment for vacant posts as appropriate, reductions in the budgetary 
provisions for duty travel and consultants, and possibly even the reduction or cancellation 
of research grants and other contractual services. The above-mentioned measures would 
probably still leave a potential budgetary shortfall in 1979 of several million dollars. 
There appeared to be two possibilities of covering this shortfall： one would be to effect 
programme reductions in the regions； the other would be additional assessments on Members 
for 1979. 

10. The Programme Committee concluded that to meet the problem of supplementary budgetary 
requirements in 1979 and future years, resulting from currency fluctuations, the solution 
best suited to the experience and circumstances of WHO appeared to be to grant a 
substantially enlarged facility to the Director-General to use currently available casual 
income for this purpose on the same lines and conditions as those stipulated by the 
Thirty-first World Health Assembly in resolution WHA31.7. In making this recommendation, the 
Committee recognized that such an approach might not completely obviate the need either for 
economies in operation at headquarters or for further additional budgetary requirements if in 
a given year the actual exchange rate situation should further deteriorate, or if there 
should be insufficient current earnings of casual income to meet the requirements. However, 
the recommended mechanism had the same advantages as the limited facility already grated to 
the Director-General by the World Health Assembly. Thus, depending upon the maximum amount 
to be established, it would reduce, if not entirely eliminate, the need for future 
supplementary budgets (financed from casual income) to cover budgetary losses resulting from 
currency fluctuations. This approach would in turn prevent increases in the budget level 
from one year to another for this purpose, and would also ensure that net earnings of income 
resulting from favourable exchange rate developments would revert to the Members, as in the 
case of the existing facility granted to the Director-General. 

11. The Programme Committee concluded that the establishment of the actual level of the 
recommended enlarged facility to use casual income to help reduce the adverse effects of 
currency fluctuations on the Organization's programme budget should be left for consideration 
by the Executive Board on the basis of a recommendation by the Director-General and in the 
light of such updated information as he would be able to provide on this subject in 
January 1979. 
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Appendix 

WAYS AND MEANS OF REDUCING ADVERSE EFFECTS 
OF CURRENCY FLUCTUATIONS ON THE PROGRAMME BUDGET 

[EB63/PC/WP/3 - 27 September 1978] 

Report by the Director-General 

INTRODUCTION 

1. When at its sixty-first session (January 1978) the Executive Board considered a proposal 
to use casual income to reduce the adverse effects of currency fluctuations on the programme 
budget, it decided that an attempt should be made to find a long-term solution to the 
financial problems which the Organization had to face year after year as a result of the 
international monetary situation, particularly fluctuations in exchange rates. The Board 
agreed that the various aspects of this matter should be studied by its Programme Committee 
in the autumn of 1978. 

2. Significant financial problems for the Organization in meeting the additional dollar 
costs resulting from the realignments of exchange rates arose for the first time in 1971. 
They were caused essentially by the depreciation of the US dollar (the currency in which the 
Organization's budget is presented and in which the contributions by Member States are 
assessed) in relation to those other currencies - for example, the Swiss franc - in which a 
large proportion of expenditure is incurred. In subsequent years, which also saw the 
introduction of floating rates of exchange, the value of the US dollar continued to decline 
in relation to the Swiss franc and a number of other currencies used by the Organization. 
This further aggravated the financial problems of WHO and most of the other organizations in 
the United Nations system, since the value of the contributions received (in US dollars) 
continued to deteriorate substantially in relation to the needs of those organizations in the 
currencies in which the payments for their actual expenditures had to be made. As a 
consequence it became necessary for the Board and the Health Assembly, in nearly every year 
since 1971, to consider proposed supplementary budgets and additional requirements in order 
to help make up for the budgetary losses resulting from the decline in the value of the 
US dollar. For the same purpose it also became necessary to institute a series of stringent 
economy measures to realize savings in operations, mainly at headquarters, as well as to use 
other funds, outside the regular budget available to the Organization. Detailed information 
on the budgetary losses between 1971 and 1977, almost entirely due to the changing 
relationship between the US dollar and the Swiss franc, was provided to the Executive Board 
at its sixty-first session (January 1978),1 at which time the total losses were estimated 
at i 48 220 000. The updated information subsequently provided to the Thirty-first World 
Health Assembly, which took account of additional losses in 1977 as well as estimated 
budgetary shortfalls in 1978 and 1979, reflected an increase of this amount to some 
i 68 million. This total will further increase in 1978 and 1979 if the average accounting 
rate of exchange between the US dollar and the Swiss franc during those years should be the 
same as the accounting rate of exchange in September 1978, namely 1.63 Swiss francs per 
US dollar. As shown in Table 1 in this report, these additional budgetary losses in 1978 and 
1979 would under such circumstances amount to approximately i 11 000 000 and $ 16 000 000 
respectively. 

3. The budgetary and financial problems caused by continuing currency instability have been 
intensively studied in recent years by the Administrative Committee on Coordination (ACC) and 
its Consultative Committee on Administrative Questions (CCAQ), by an intergovernmental 
Working Group on Currency Instability established by the United Nations General Assembly, and 
by the United Nations Advisory Committee on Administrative and Budgetary Questions (ACABQ). 
The conclusions and recommendations resulting from these studies were reported to the 
Executive Board at its fifty-third (January 1974)2 and fifty-fifth (January 1975)3 
sessions and to the Twenty-seventh^ and Twenty-eighth^ World Health Assemblies in 

1 WHO Official Records, No. 244, 1978, Annex 2. 
2 WHO Official Records, No. 215, 1974, Annex 6. 
3 Document EB55/31. 
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connexion with the study of the possibility of financing WHO activities in currencies other 
than US dollars and Swiss francs. Briefly stated, the general conclusions reached by these 
bodies in 1973 and 1974 were as follows： 

(i) ACC concluded that: (a) the problem of currency instability affected the different 
organizations in different ways, and that there was much to be said for and against most of 
the possible solutions considered in its report； (b) the measures that would seem to hold 
out the best promise for the largest number of organizations would be the assessment of 
contributions in more than one currency, with the expenditure budgets naturally continuing to 
be expressed in one currency only; (c) assessment of contributions in the host country1 s 
currency alone would be a satisfactory solution where virtually all of an organization* s 
expenditures were in that currency； and (d) the constitution of adequate reserves, where 
practicable, would also provide a measure of protection against short-term currency 
fluctuations• 

(ii) In commenting on this matter, the Advisory Committee on Administrative and 
Budgetary Questions stated that the fact that ACC*s report had not suggested a single course 
of future action for all organizations should not be regarded as a deficiency so much as a 
demonstration of the complexity of the subject. The Advisory Committee pointed out that the 
International Monetary Fund had met on a number of occasions to discuss means of 
re-establishing a more stable relationship between currencies, and that this effort was 
continuing. It would be premature, therefore, to regard the present currency instability as 
a permanent feature of the United Nations budgetary system and to react too drastically or 
precipitously to what might be found in retrospect to have been a passing phase. Among the 
short-term measures discussed in ACC*s report, two appeared to the Advisory Committee to 
offer possibilities both in terms of the support which they commanded and in terms of their 
effectiveness. One of them was the assessment of Members1 contributions partly in US dollars 
and partly in the currency of the State in which an organization1s headquarters was located. 
For WHO this would mean that Member States would be asked to assume an obligation to make 
available a specified amount of Swiss francs regardless of the rate of exchange prevailing at 
the date of payment, the balance of contributions being payable in US dollars. The other was 
the absorption of the extra dollar costs incurred as a result of currency instability. The 
Advisory Committee, however, did not consider feasible a system-wide policy on the absorption 
of extra dollar costs because the absorption capacity of budgets varied from one organization 
to another, depending on a great number of variable factors• While the Advisory Committee 
singled out these two measures discussed in the ACC report, it did not seek to preclude the 
adoption by individual organizations of other suggestions contained in that report which 
might be particularly suited to their individual circumstances. The Committee suggested, 
however, that care should be taken to avoid weakening the common system, which had been 
painstakingly built up over the last 25 years. 

(iii) The United Nations Working Group on Currency Instability, during a series of 
meetings in 1974, examined essentially the same or similar approaches to the currency 
fluctuation and inflation problems previously considered by ACC. It concluded "that currency 
fluctuations and inflationary pressures were likely to continue and that there would probably 
be no early return to fixed values. The issues before it were highly complex and susceptible 
to rapid change in the light of changing circumstances in the world financial scene. 
Moreover, the Group was keenly aware of the fact that any measures proposed would need to be 
sufficiently flexible to be able to accommodate the individual circumstances of the various 
organizations within the United Nations system, each of which was affected differently by 
currency instability and which, in addition, had differing budgetary and financing 
arrangements"• 

(iv) ACC in 1974 concurred in the Working Group's conclusion. It further stated that, 
since it was obvious that no single measure could alleviate the difficulties encountered, the 
main objectives continued to be, on the one hand, to protect the programmes and budgets of 
the United Nations organizations, to the fullest extent possible, from the effects of 
currency fluctuations and inflation; and, on the other, to reduce as far as possible 
supplementary budget estimates and corresponding assessments on Member States. The costs of 
inflation and of currency instability that were not covered by the application of the 
practice of full budgeting would have to be met by： 
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(a) absorption, by such savings and economies as were possible； 

(b) such reassessments of priorities as could be made without serious detriment to the 
programmes approved by the legislative bodies, particularly programmes in aid of 
developing countries； 

(c) in the last event, by recourse to supplementary estimates or to drawings from 
special reserves, contingency appropriations, etc. 

The possibility of creating special reserves, either as separate funds (independent of the 
working capital funds) or as contingency reserves within the budget, should be considered by 
organizations whose legislative bodies had shown interest in these measures but had not yet 
put them into effect. In conclusion, ACС reiterated that it had found 110 panacea for the 
problems arising from inflation and currency instability as affecting the United Nations 
system. The different organizations had been affected in different ways, and any further 
consideration of possible solutions could best be undertaken on an individual basis, subject 
to such occasional interorganization consultations as might be desirable. 

4. Following its review of this matter the Twenty-eighth World Health Assembly, upon the 
recommendation of the Executive Board, adopted resolution WHA28.23, in which the Health 
Assembly noted that the United Nations Working Group on Currency Instability had found no 
generally agreed alternatives to policies already being utilized in the United Nations and 
related agencies in order to solve the problems faced by the organizations as a result of 
continuing currency instability and inflation, and decided that the existing arrangements for 
the payment of contributions to the Organization's budget, as established in resolution 
EB39.R30, should be continued. Briefly stated, these arrangements call for payments of 
contributions in either Swiss francs or US dollars, except that, to the extent that such 
other currencies can be utilized by the Organization, the Director-General may accept a 
proportion of the contributions to the regular budget in pounds sterling and in the 
currencies of those countries where the Regional Offices for Africa, Europe and the Western 
Pacific are located, provided that all Member States shall have equal rights in paying a 
proportionate share of their contributions in such currencies. Detailed information ori these 
arrangements is contained in Official Records Nos 215, Annex 6. 

5. In the course of the Board's discussion at its sixty-first session, several possible 
approaches to a solution of the financial problems resulting from currency instability were 
suggested for further consideration. Some of these were identical with or similar to those 
examined in the 1973 and 1974 studies mentioned above, and will therefore be discussed in 
this report in the context of the results of the earlier in-depth analysis of the problem, 
taking account of any subsequent developments. As two of the suggested possibilities -
namely (i) the relocation of the Organization's headquarters in another country, and (ii) the 
merging of regional offices - would have political, structural and functional implications 
for the Organization far more important than those relating to the problem of currency 
instability, it is suggested that it would be more appropriate to study them separately, 
should the Health Assembly so decide, in the light of Articles 43 and 44 of the 
Constitution. Moreover, as the possibility of financing WHO activities in currencies other 
than US dollars and Swiss francs is not directly linked to the problem of currency 
instability, and was studied previously by the Board and the Health Assembly (as mentioned in 
paragraph 4 above), it is not dealt with in this report. 

POSSIBLE MEASURES TO REDUCE THE BUDGETARY IMPACT OF CURRENCY REALIGNMENTS 

6. The various suggestions that have been made for alleviating the budgetary problems 
resulting from currency instability may be divided into three groups: 

(a) those that anticipate the likelihood that additional costs will be incurred and 
make advance provision of funds from which shortfalls in resources can be met; 

(b) those intended to prevent or minimize the effects of any currency changes that 
might occur during the period covered by the budget； 

(c) those stipulating methods by which the additional costs can be financed after they 
have been incurred. They can be regarded as taking effect ex post facto, and are in no 
way preventive. 
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1• The "anticipatory" measures discussed relate to： 

(i) increasing the level of the Working Capital Fund; 

(ii) establishing a special reserve fund; 

(iii) including a contingency appropriation in the budget to cover currency 
fluctuations. 

8. The "preventive" measures considered relate to： 

(i) using Special Drawing Rights (SDRs) or another unit of account as a basis for 
budget presentation and the assessment and holding of contributions； 

(ii) creating a unit of account with a fixed relationship to certain convertible 
currencies; 

(iii) requiring Member States to pay a proportion of their assessment in the currency 
of the host country, or in a "mix" of currencies； 

(iv) using a currency other than the US dollar (especially the currency of the host 
country) for budgeting and for the assessment of contributions； 

(V) requesting the host government to grant the Organization special exchange rate 
facilities. 

9. The suggested measures that would operate ex post facto relate to: 

(i) requesting the host government to provide additional resources； 

(ii) continuing to express budgets and contributions in dollars, and absorbing the 
effects of exchange rate changes by cutting programmes； 

(iii) providing that all Member States should bear their shares of any losses, and be 
credited with their shares of any profits arising from fluctuations in exchange rates； 

(iv) requesting all Member States to make voluntary contributions to help make up for 
the budgetary losses incurred as a result of currency fluctuations• 

Each of these suggestions is discussed in greater detail in the following paragraphs. 

"Anticipatory" measures 

10. The suggestion has been made in the governing bodies of some organizations that extra 
costs might be anticipated by increasing the level of the working capital funds. These 
funds - as their name implies 一 have been established to provide working capital to the 
regular budgets of the organizations pending the receipt of Members1 contributions, but 
decisions have been taken in some organizations, as in WHO, that would permit the use of 
these funds within approved limits to finance emergency expenditures. However, it is usually 
the practice for the working capital fund to be reimbursed, either from supplementary 
assessments or from casual income. Thus, in the long run, the Members pay for the emergency 
expenditures. For the most part, the working capital funds are not large enough both to 
provide working capital and to meet additional costs resulting from currency fluctuations of 
the order experienced in recent years• Members might well be reluctant to increase the level 
of the working capital fund of WHO for this purpose. 

11. The establishment of a special reserve fund which could be used to meet all, or a 
substantial proportion of, additional costs arising out of currency changes would at the 
outset require a large input of cash; this could only come from Members. If maintained at a 
sufficiently high level, such a fund would constitute an effective anticipatory measure 
against the effects of exchange rate changes• It could be funded by special assessments on 
Member States, by the retention of cash surpluses, by the use of casual income, or by a 
combination of such measures. In each case, however, the resources would ultimately have to 
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come from Members, if only through postponement of their rights to share surpluses or casual 
income during the periods of constitution and replenishment of the fund. There is no doubt 
that a reserve fund would immobilize resources, possibly for a long period; and these 
resources would not be used for activities until the fund was drawn upon to finance programme 
costs. 

12. The facility granted to the Director-General by the Thirty-first World Health Assembly 
in resolution WHA31.7, whereby an annual amount of up to $ 2 million of available casual 
income may be used in 1978 and 1979 to help reduce the adverse effects of currency 
fluctuations on the programme budget without increasing the level of the budget, is 
comparable to the establishment of a relatively small temporary reserve (i.e., by the 
earmarking of the required amount of casual income) for this special purpose and can 
therefore be considered as coming within the category of "anticipatory" measures. As 
mentioned in the report to the Board in January 1978,1 this facility, while not affording 
complete protection to the Organization1s budget in the event of a very large drop in the 
value of the dollar below the budgetary rate of exchange for the Swiss franc, would provide 
the budget with some protection against a moderate decline in the yearly average accounting 
rate of exchange. 

13. The suggestion that a special appropriation section might be included in the budget to 
meet additional costs resulting from currency fluctuation is related to a recommendation 
originally made in 1966 by the United Nations Ad Hoc Committee of Experts to Examine the 
Finances of the United Nations and the Specialized Agencies. However, it should be noted 
that the Ad Hoc Committee in its recommendations referred to "a small amount of funds to meet 
contingencies" and to "minor contingent expenses"There is no doubt that the Ad Hoc 
Committee did not have in mind the very significant additional resources required in recent 
years as a result of fluctuating exchange rates. 

14. In its study of the subject in 1973, ACC concluded that anticipatory measures, such as 
increasing the level of working capital funds, or setting up special reserves, would help to 
meet the kind of problems that have arisen by providing a previously agreed method of paying 
for the additional costs, but they would involve tying up funds• This might be found more 
acceptable in the case of a central reserve for the United Nations system as a whole than in 
that of individual reserves in the various organizations. On the other hand, the operation 
of such a centralized fund, which would involve transfers of resources between organizations, 
and indirectly between their Members, would raise difficulties in view of the differences in 
the membership of the organizations. Various problems of administration, organization and 
cost would have to be carefully considered. 

"Preventive" measures 

15. Since determination of the value of the US dollar is not within the competence of the 
Organization, it has been suggested that the difficulties arising from fluctuating exchange 
rates might be avoided or diminished by the adoption of some other unit of account such as 
the Special Drawing Right (SDR), which is used by the International Monetary Fund (IMF), or 
of some other basket of currencies, or simply of some other single currency more stable than 
the US dollar. 

16. The SDR is the unit of account of IMF as regards its reserves for currency support. It 
represents the composite value of a basket of 16 national currencies according to a 
predetermined pattern of weighting, the value of each currency in the basket to each other 
currency being determined by the money market relationships at any given moment. Thus, as 
the value of one currency in the basket goes up another goes down, so that the total value of 
one SDR remains the same. This would appear to be an ingenious device for dealing with 
floating currency rates in relation to the purpose for which it is used by IMF (e.g., as a 
reserve asset by members of the Fund). But it is difficult to see how it could resolve the 
budgetary problems of the organizations in the United Nations system that result from 
continued currency instability, since SDRs cannot be spent in the market place nor even 
credited to individual bank accounts. IMF, too, must receive contributions and pay out 

1 WHO Official Records, No. 244, 1978, Annex 2. 
2 WHO Official Records, No. 165, Annex 11, p. 58 (recommendation 15). 
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advances in national currencies, and its administrative unit of account is the US dollar. 
Even if a procedure could be devised for the payment of expenditures in SDRs in the interest 
of book-keeping stability, such expenditures would have to be converted into some national 
currency at the moment they were incurred, at which point the problem of varying exchange 
rates would automatically arise. The same considerations would apply to any other basket of 
currencies. It should also be noted that, whereas the use of SDRs by the Organization for 
budgets and contributions would require that all Members have access to them (including the 
possibility of using them to purchase the currencies of expenditure needed), it has been 
pointed out by IMF that： 

(a) there is a difference between the membership of IMF and those of the other 

organizations. 

(b) not all members of IMF participate in the SDR arrangements； and 

(c) IMF's Articles of Agreement do not allow the use of SDRs for contributions to 
international organizations. 

17. The United Nations Working Group on Currency Instability referred to in paragraph 3(iii) 
above discussed in considerâble detail a unit of account which would have a fixed 
relationship to certain convertible currencies during the budget period, the said 
relationship being determined by their values as assumed in drawing up the budget or as 
prevailing on the date of approval of the budget. If, for example, the unit of account was 
to be equivalent to one US dollar at a given date, it would be stipulated that the value of 
the unit in terms of other currencies would correspond to the value resulting from the rates 
of exchange in effect between the dollar and those currencies at the same date. The Working 
Group was of the opinion that such a system would introduce complexities into the financial 
and accounting procedures which might be manageable in an organization having a small 
membership, but which would be much more difficult in the context of the organizations in the 
United Nations system. If the United Nations organizations were to adopt such a system, it 
would require additional staff to administer it. Moreover, its adoption for the presentation 
of budgets would protect the value of the income received by organizations only if it were 
linked with the mandatory assessment of contributions in the currencies most used - and in 
proportion to the amounts so used 一 at the exchange rates vis-à-vis the unit of account which 
were assumed in drawing up the budget or were the prevailing rates on the date of approval of 
the budget. However, such measures, which are dealt with below, could equally well be taken 
in the framework of a dollar-based budget. 

18. Among the organizations in the United Nations system, those which have suffered the 
least, relatively speaking, from the recent years1 currency instability are those (e.g., ITU, 
GATT, UPU) in which contributions have been assessed in the currency of the host country, 
this being for the organizations concerned the currency most used. If WHO had in the past 
been provided through assessed contributions with the currencies in which it incurs the 
largest parts of its expenditure, in amounts sufficient to meet the needs which its budgetary 
provisions were intended to cover, the problems created for it by the currency changes would 
have been greatly alleviated. It is particularly in a situation of appreciation of important 
currencies of expenditure vis-à-vis the unit in which the budget is presented - as has been 
the case for WHO in recent years 一 that there would appear to be merit in assessing given 
proportions of contributions in the main currencies used. (It would be understood that the 
exchange rates to be followed in determining the amounts payable in the different currencies 
in question would be those used in drawing up the budget•) Such an arrangement might be 
found logical even where there were no important shifts in exchange relationships, since it 
would simply be a way of reflecting in the contributions of Members the needs of the 
Organization for resources in certain currencies to meet the cost of approved programmes• 

19. One of the currencies most used by the great majority of the organizations is that of 
their host country. In the kind of measures under consideration, the main currency of 
assessment of each organization would thus generally have to be that of its host country. 
Since the assessment of contributions in more than two currencies would be an extremely 
cumbersome arrangement to administer, it would be necessary to limit to a single currency the 
portion of contributions which was not to be assessed in the currency of the host country. 
In nearly all cases the US dollar would seem to be the most appropriate choice for this 
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purpose, particularly in WHO, which incurs nearly 40% of its expenditures in dollars (as 
compared to approximately 35% in Swiss francs). This being the case, for WHO the two 
currencies of assessment would logically seem to be the US dollar and the Swiss franc. The 
assessment of contributions in the host country's currency and the dollar need not affect in 
any way the arrangements already in effect under which limited payments of contributions 
assessed in dollars are accepted in various other currencies in accordance with actual needs 
for these currencies (see paragraph 4 above). The simplest way of assessing contributions in 
two currencies would be to adopt regulations providing that each Member was to pay a given 
part of its contribution in one currency and the remainder in the other currency, the 
proportion to be determined in advance for each financial period and embodied in the 
appropriation resolution. The related list of assessments would contain for each country the 
amounts payable in each of the two currencies. However, the pattern of receipts in the two 
currencies could not always be expected to correspond to the currency distribution of actual 
expenditures at a given stage. Thus the problem of currency management would remain, 
including the probable need to buy or sell one currency or the other at certain times of the 
year. As such purchases and sales would of course be subject to market conditions, the 
Organization might continue to incur certain losses due to currency fluctuations. 

20. When the "two-currency" alternative was considered by ACC in 1974, it noted the 
following possible disadvantages in applying such a measure： (a) contributions to the 
various voluntary programmes are paid largely in US dollars； (b) there would be the need to 
guard against problems of timing of receipt of contributions in the "mix"; (c) assessments 
in local currency might not be sufficient to pay for dollar-related obligations in that 
currency if it were to fluctuate vis-à-vis the dollar; and (d) it might prove difficult for 
some Member States to pay part of their contributions in a headquarters currency if they had 
to purchase it through a second currency, with resultant additional costs. The discussion of 
such an arrangement by the United Nations Working Group on Currency Instability brought out 
similar practical difficulties and, while the Working Group did not rule out the possibility 
that a two-currency "mix" might have certain advantages to some organizations, it was unable 
to recommend it to either the United Nations or any of its specialized agencies, 

21. In May 1978 the Director-General of IL0 proposed to the Governing Body of that 
Organization that it consider the adoption of an expenditure budget in dollars with 
assessment of contributions of Member States partly in dollars and partly in Swiss francs, in 
appropriate proportions, the Swiss franc assessments to be calculated at the budgetary rate 
of exchange. It was y however, pointed out that such an arrangement might give rise to some 
practical problems. For example, it would be necessary to establish procedures for 
cross-rating the two currencies involved when actual remittances of contributions were not 
identical to the amounts due for each currency. It would be necessary to consolidate 
budgetary deficits and cash surpluses into a single currency (the US dollar) at the end of 
each biennium. At the national level, the budgetary provision required in national currency 
to pay the assessed contribution would need to be based on two separate currencies instead of 
only one. The Governing Body of IL0 was unable to reach definite conclusions on this 
proposal, and the matter was therefore postponed for further consideration at a subsequent 
session. 

22. While the assessment of contributions to the regular budget of WHO partly in US dollars 
and partly in Swiss francs would appear to offer an attractive solution to the problem 
created for WHO by currency fluctuations between these two currencies, the Director-General 
feels that the disadvantages and practical problems to which attention has been drawn by 
various bodies should not be underestimated. 

23. As regards the possibility of using the currency of the host country (i.e., the 
Swiss franc) both for budgeting and for assessment of contributions, the principal advantage 
of this approach is that it would be simpler to administer than a system involving two 
currencies. However, as long as expenditures are incurred in two major currencies 
(approximately 35% in Swiss francs and 40% in US dollars) and income is assessed in only one 
of these currencies, there will always be some inherent problems if the exchange rates 
between the two currencies continue to fluctuate. For example, if the Swiss franc were to 
depreciate against the dollar as compared with the budgetary rate of exchange, more 
Swiss francs would be needed by the Organization to finance its dollar requirements. The 
Organization would then be faced with exactly the same problems that it is now encountering 
with a dollar-based budget. A Swiss-franc-based budget would thus not offer a viable 
long-term solution. 



Annex 2 

24. The possible use of a single currency, other than that of the host country, for the 
budgeting and assessment of contributions would not eliminate the problems now encountered 
with a dollar-based budget for the same reasons as mentioned in the preceding paragraphs. 
Although the exchange rates of certain national currencies are fixed by government decree, 
they nevertheless do change from time to time. Moreover, such currencies are frequently 
subject to exchange controls and regulations which, among other things, involve restrictions 
on their transfer or convertibility into other currencies. 

25. The idea has been voiced that the host government might grant the Organization special 
exchange rate facilities. An arrangement of this nature might, for example, provide for a 
guaranteed minimum rate of exchange between the US dollar and the Swiss franc in respect of 
the Organization's actual requirements throughout a given year to meet its expenditures in 
the latter currency. The "floor rate" envisaged would correspond to the rate of exchange 
between the two currencies as used in the approved budget for the year in question. To the 
extent that the actual market rate of exchange (and thus the resulting accounting rate of 
exchange) were to fall below this level, the host country might undertake to cover the 
resulting losses• However, in the view of the Swiss federal authorities such a mechanism 
would be contrary to the fundamental principles of Swiss monetary policy. 

Ex post facto measures 

26. The suggestion has been made on more than one occasion that the host country of an 
organization could be asked to provide additional resources to cover the budgetary losses 
resulting from exchange rate fluctuations. When in 1974 the Fifth Committee of the United 
Nations General Assembly considered the report of the Working Group on Currency Instability, 
a proposal on these lines was formally made by one delegation. In rejecting the thesis that 
any individual Member State should be singled out as responsible for the global phenomena of 
inflation and currency instability, a significant majority of delegations pointed out that 
under the Charter all Member States were jointly responsible for the expenses of the United 
Nations. The same principle is enunciated with respect to WHO in Article 56 of its 
Constitution. 

27. Among other suggestions that would operate after the event, economy measures 
(e.g., absorption of additional costs, cutting of programmes) and supplementary 
appropriations have, of course, already been in operation in WHO since 1971, as illustrated 
in Table 1. With respect to such additional assessments on Member States as became necessary 
in the past in order to cover unforeseen requirements arising from currency fluctuations, 
these in effect resulted in all Member States bearing their shares of the budgetary "losses" 
in the proportions fixed by the scale of assessment. Since it is unlikely that any of the 
other measures considered above will provide 100% protection against additional costs arising 
from currency fluctuations, some decisions will always have to be made as to whether, and the 
extent to which, the eventual additional costs should be met by economy measures or funded by 
supplementary appopriations. In this connexion, it should be noted that up to the present 
time supplementary budgets in WHO have been financed from available casual income and thus 
have not resulted in additional assessments on Member States. The extent to which Member 
States will support one course or the other depends to a large degree on the priority they 
attach to the programmes that might suffer and the availability of casual income which could 
be used to finance a supplementary budget. 

28. It has also been suggested that Members should be invited to make voluntary 
contributions to help make up for the budgetary losses incurred as a result of currency 
fluctuations• A special appeal on these lines was actually made to the Organization1s 
Members a few years ago with a view to obtaining special contributions to overcome a 
currency-related budgetary shortfall (about i 9 million) for 1975. Unfortunately there were 
only two responses to this appeal. While the Voluntary Fund for Health Promotion has in 
recent years shown very significant progress in the number and level of contributions made, 
it should be noted that contributions to this Fund are most frequently made for designated 
purposes, and cannot therefore be used to finance regular budget losses resulting from 
currency fluctuations. 

29. Some Member States have benefited from the depreciation of the value of the dollar in 
the sense that they actually had to pay less in terms of their national currencies to buy the 
dollars required for their assessed contributions to WHO. In apparent recognition of this 



Annex 2 

fact a few Members of the Organization, which previously had realized certain "savings" in 
the national currency appropriations for their contributions to WHO's budget, have in the 
past donated the amounts involved to the Voluntary Fund for Health Promotion. If a 
substantial number of undesignated donations of this type were to be made in the future, this 
could constitute a significant contribution towards alleviating budgetary problems resulting 
from currency fluctuations• 

CONCLUDING REMARKS 

30. The above review of various possible approaches to WHO*s currency fluctuation problems 
that have been suggested by members of the Executive Board or otherwise come to mind appears 
to confirm generally the view of the several intergovernmental and i literorganizational bodies 
which have previously considered possible solutions to the problems created for international 
organizations by monetary instability. There is no doubt that the issues involved are highly 
complex and susceptible to rapid change in the light of changing circumstances in the world 
financial scene, and it appears extremely unlikely that any single measure could 
significantly alleviate the difficulties encountered by WHO. Such a general conclusion 
should not come as a surprise. Prior to 1971 most significant exchange rate movements were 
in the nature of depreciations of other currencies in relation to the US dollar, resulting 
from formal decisions of governments to alter the parities of their currencies established 
pursuant to the Bretton Woods Agreement of 1944. From a budgetary standpoint the 
organizations gained from these currency depreciations, because budgets and contributions 
were in dollars. However, in the seven years since 1971 the value of the US dollar has 
fluctuated widely and in relation to certain currencies, including the Swiss franc, it has -
seen in the long-term perspective - steadily declined. Another phenomenon of the past seven 
years has been the relentless, and in some cases severe, inflation in many Member States• 
This aspect of the world economy is, of course, interrelated with the value of currencies. 
Both of these factors, sometimes jointly, sometimes severally, have a heavy impact on the 
budgets of the United Nations system of organizations. Despite repeated and continuing 
efforts of governments, expert groups and internationnal organizations and bodies, no 
solution to the worldwide problems associated with currency instability and inflation has 
been found. In the absence of a world government empowered to issue a world currency, there 
seems to be no escape from the complex interplay of more than a hundred currencies in 
relation to a particular budgetary unit of account and as a consequence, no way of completely 
avoiding the effects of fluctuating exchange rates on the budget of an international 
organization such as WHO. 

31. Although it has not yet been possible to find a real solution to the complex matter of 
currency instability, with its resulting impact upon the Organization's budget, it may be of 
some satisfaction to Member States that notwithstanding this situation the WHO budget during 
the last few years has shown the smallest percentage increase among the United Nations 
organizations. Furthermore, while in WHO substantially more than half the additional costs 
resulting from currency fluctuations between 1971 and 1979 have been financed by economies in 
operation and by casual income and other funds available to the Organization (as shown in 
Table 1), in practically all other organizations of the United Nations system such costs have 
had to be covered to a much larger extent through additional assessments on Member States. 

32. It should also be noted that, under the practice now in force, the financial risks 
inherent in monetary instability are primarily borne by the Organization, which initially can 
have recourse only to economy measures or to the limited utilization of certain 
extrabudgetary funds, it being left to the best judgement of its Members whether it is 
necessary to approve supplementary appropriations for thies purpose. Many of the so-called 
"solutions" that have been advanced, particularly those that have been characterized as 
"preventive measures", do not really eliminate the inevitable risks or costs of currency 
fluctuations but are in effect devices to shift their initial impact to the Member States. 



Table 1 

SUMMARY OF ESTIMATED BUDGETARY LOSSES RESULTING 
FROM CURRENCY FLUCTUATIONS 

BUDGET 
for： 

Estimated 
budgetary losses 
resulting from 

currency 
fluctuations 

COVERED BY MEANS OF 

BUDGET 
for： 

Estimated 
budgetary losses 
resulting from 

currency 
fluctuations 

Additional 
assessments 

Supplementary budgets 
without additional 

assessments 

Utilization of other 
funds (Terminal 

Payments Account, 
VFHP, etc.) 

Absorption through 
operational economies 

1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978* 
1979** 

US右 

1 250 000 
3 645 000 
9 965 000 
8 479 000 
9 000 000 
8 490 000 
11 291 000 
7 575 000 
8 675 000 

usi 

6 079 000 

8 490 000 
7 391 000 

6 600 000 

US¿ 

2 445 000 
5 679 500 

6 600 000 

usi 

1 000 000 
1 985 500 

4 575 000 

975 000 
2 075 000 

usi 

1 250 000 
200 000 

2 300 000 
2 400 000 
4 425 000 

3 900 000 

Subtotal 68 370 000 28 560 000 14 724 500 10 610 500 14 475 000 

1978 
1979 

Additional estin 
rate of exchange 
1.63 Swiss franc 

11 000 000 
16 000 000 

ated budgeta] 
for those yi 
s per US dol 
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jars should remain at t 
Lar： 

979 if the average acc 
he September 1978 leve 

ounting 
1, i.e., 

Subtotal 27 000 000 

TOTAL 95 370 000 

Budgetary rate of exchange, 2.21 Swiss francs per US dollar. 
Budgetary rate of exchange, 2.17 Swiss francs per US dollar. 

Е
Б
7
9
/
1
3
 

勺
a
的
e
 2
3
 

A
n
n
e
x
 2
 



ANNEX 3 

TEXT OF RESOLUTION EB63.R1 OF THE EXECUTIVE BOARD, 
SIXTY-THIRD SESSION, JANUARY 19791 

Supplementary budgetary requirements for 1979 

The Executive Board, 

Having considered the report of the Director-General on supplementary budgetary 
requirements in 1979 resulting from currency fluctuations； 

Having also reviewed the report of its Programme Committee on ways and means of reducing 
adverse effects of currency fluctuations on the programme budget；^ 

1. CONCURS in the Programme Committee's conclusion that, to meet the problem of 
supplementary budgetary requirements in 1979 and future years resulting from currency 
fluctuations, the solution best suited to the experience and circumstances of WHO appears to 
be to increase the facility granted to the Director-General to use currently available casual 
income for this purpose under the same conditions as stipulated by the Thirty-first World 
Health Assembly in resolution WHA31.7； 

2. RECOMMENDS to the Thirty-second World Health Assembly that it adopt the following 
resolution： 

The Thirty-second World Health Assembly, 

Having considered the proposals of the Director-General and the recommendations of 
the Executive Board concerning supplementary budgetary requirements for 1979 to meet the 
unforeseen additional costs of implementing the approved programme budget for 1979 as a 
consequence of currency fluctuations; 

Considering it important not to increase Members' contributions for the year 1979 
for this purpose； 

Recalling resolution WHA31.7, the terms of which in so far as they relate to the 
financial year 1979 are superseded by the present resolution; 

1. AUTHORIZES the Director-General, notwithstanding the provisions of Financial 
Regulation 4.1 and the terms of the Appropriation Resolution for the financial year 
1979, to charge against available casual income the net additional costs to the 
Organization under the regular programme budget resulting from differences between the 
WHO budgetary rate of exchange and the United Nations/WHO accounting rates of exchange 
with respect to the US dollar/Swiss franc relationship prevailing during that financial 
year, provided that such charges against casual income shall not exceed US$ 15 ООО 000 
in 1979; 

2. REQUESTS the Director-General, notwithstanding the provisions of Financial 
Regulation 4.1 and the terms of the Appropriation Resolution for the financial year 
1979, to transfer to casual income the net savings under the regular programme budget 
resulting from differences between the WHO budgetary rate of exchange and the United 
Nations/WHO accounting rates of exchange with respect to the US dollar/Swiss franc 
relationship prevailing during that financial year, provided that, having regard to 
inflationary trends and other factors which may affect the implementation of the regular 
programme budget, such transfers to casual income need not exceed USÍ 15 000 000 in 1979; 

3. FURTHER REQUESTS the Director-General to report such charges or transfers in the 
financial report for 1979. 

(Fourth meeting, 11 January 1979) 

1 Reproduced from document EB63/48, pp. 5-6. 
2 

See Annex 2 to this document. 
3 Resolution WHA31.22. 
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TEXT OF RESOLUTION EB63.R7 OF THE EXECUTIVE BOARD, 
SIXTY-THIRD SESSION, JANUARY 19791 

Use of casual income to reduce adverse effects of currency fluctuations on 
the programme budget for the financial period 

The Executive Board, 

Having considered the report of the Director-General on casual income and the proposal 
to use such income to reduce adverse effects of currency fluctuations on the programme budget 
for the financial period 1980-1981; 

Recalling the conclusions of the Programme Committee of the Executive Board on ways and 
means of reducing adverse effects of currency fluctuations on the programme budget；^ 

Aware of the possible impact on the Organization's regular programme budget of 
unforeseen movements in the rates of exchange between the US dollar, the currency in which 
the programme budget is presented, and the Swiss franc, the other currency in which a 
substantial proportion of the expenditures under the regular budget is incurred； 

Recognizing that it may not be possible to meet all unbudgeted additional costs arising 
from particularly sharp adverse fluctuations in the rates of exchange between these two 
currencies; 

Conscious, however, of the need to ensure that cash resources are available to the 
Organization to finance at least part of the unbudgeted additional costs that may arise, so 
that, to the greatest extent possible, the activities included in the regular programme 
budget can be implemented despite adverse fluctuations in exchange rates; 

Believing that savings resulting under the regular programme budget from favourable 
differences between the Organization's budgetary rate of exchange and the United Nations/WHO 
accounting rates of exchange with respect to the US dollar/Swiss franc relationship should be 
placed at the disposal of the Health Assembly in at least the same amount as that in which 
casual income is made available to cover unbudgeted costs arising from unfavourable 
differences between these rates； 

Recalling that, in accordance with Financial Regulation 5.4 the Director-General, after 
the Health Assembly has adopted the budget, shall inter alia inform Members of their 
commitments in respect of their related contributions, and that in accordance with Financial 
Regulation 5.6 such contributions shall be considered as due and payable in full within 
thirty days of the receipt of the Director-General1s communication in this respect, or as of 
the first day of the year to which they relate, whichever is the later; 

Recognizing that the amount of casual income which the Organization may be able to earn 
depends largely upon the timely payment by Members of their assessed contributions to the 
approved budget； 

Realizing also that the Organization's ability to earn casual income would be further 
enhanced if Members were not only to make early payment of their contributions to the budget 
in accordance with Financial Regulations 5.3 and 5.6, but also favourably to consider paying 
their entire contribution for a given biennium at the beginning of the financial period 
concerned rather than in two equal annual instalments； 

Bearing in mind Financial Regulation 6.8, which provides that profits and losses on 
exchange shall be credited and debited to miscellaneous income; 

1 Reproduced from document EB63/48, pp. 11-12. 
See Annex 2 to this document. 
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RECOMMENDS to the Thirty-second World Health Assembly, the adoption of the following 
resolution： 

The Thirty-second World Health Assembly, 

Having considered the recommendation of the Executive Board on the use of casual 
income to reduce adverse effects of currency fluctuations on the programme budget for 
the financial period 1980-1981; 

1. AUTHORIZES the Director-General, notwithstanding the provisions of Financial 
Regulation 4.1 and the terms of the Appropriation Resolution for the financial period 
1980-1981, to charge against available casual income the net additional costs to the 
Organization under the regular programme budget resulting from differences between the 
Ш 0 budgetary rate of exchange and the United Nations/WHO accounting rates of exchange 
with respect to the US dollar/Swiss franc relationship prevailing during this financial 
period, provided that such charges against casual income shall not exceed USÍ 15 000 000 
in 1980-1981; 

2. REQUESTS the Director-General, notwithstanding the provisions of Financial 
Regulation 4.1 and the terms of the Appropriation Resolution for the financial period 
1980-1981, to transfer to casual income the net savings under the regular programme 
budget resulting from differences between the WHO budgetary rate of exchange and the 
United Nations/WHO accounting rates of exchange with respect to the US dollar/Swiss 
franc relationship prevailing during this financial period, provided that, having regard 
to inflationary trends and other factors which may affect the implementation of the 
regular programme budget, such transfers to casual income need not exceed US$ 15 000 000 
in 1980-1981; “ 

3. FURTHER REQUESTS the Director-General to report such charges or transfers in the 
Financial Report for the financial period 1980-1981; 

4. STRESSES the importance of Members paying their contributions to the Organization's 
budget in accordance with Financial Regulations 5.3 and 5.6, that is, not later than the 
first day of the year to which they relate, in order that the approved programme may be 
carried out as planned； 

5. CALLS THE ATTENTION of Members to the fact that the Organization's ability to earn 
casual income depends largely upon the timely payment by Members of their assessed 
contributions to the approved budget, and that the earnings of such income could be 
significantly increased if Members were to pay their entire contribution to a given 
biennial budget prior to or at the beginning of the financial period concerned rather 
than in two equal annual instalments. 

(Seventeenth meeting, 19 January 1979) 
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EB65/32 Add.l 

15 November 1979 

THE EFFECT OF CONTINUING CURRENCY INSTABILITY ON THE BUDGETS 
OF ORGANIZATIONS IN THE UNITED NATIONS SYSTEM 

Report by the Director-General 

1. When the Executive Board in January 1979 considered a report by its Programme Committee 
on ways and means of reducing adverse effects of currency fluctuations on the programme 
budget,1 it was suggested that since this matter had important implications for the United 
Nations system as a whole, it would be desirable for the Administrative Committee on 
Coordination (ACC) to review the experience of the various organizations in recent years, 
including the possibility of finding a system-wide solution to the financial problems 
resulting from monetary instability. 

2. Accordingly, during the autumn of 1979, and on WHO'S initiative, ACC undertook a review 
of recent developments in this area, including the measures taken by organizations in the 
system to cope with the impact of currency fluctuations on their budgets. ACC subsequently 
adopted a statement^ which is reproduced in the Appendix to this document. Paragraph 10 of 
the statement refers to the measures taken by the Thirty-second World Health Assembly in 1979 
to meet the effects of currency instability on the Organization's programme budget.^ As 
stated in paragraph 12, ACC's latest review of this matter confirms the observation of the 
United Nations Working Group on Currency Instability (quoted in paragraph 3 of the statement) 
with regard to the importance of the individual circumstances of the organizations as a 
factor in their choice of measures to meet the effects of currency instability. This was 
also the sense of ACC1 s own conclusions in 1973 and 1974. 

3. Finally, and more generally, ACC continues to hold the view that in any of the 
necessarily diverse approaches that may be taken to the problem of currency instability the 
dual objective of protecting the programmes and budgets of the organizations and of limiting 
the recourse to supplementary estimates and assessments must be firmly pursued. 

Appendix 

STATEMENT BY THE ADMINISTRATIVE COMMITTEE ON CO-ORDINATION 

1. In recent years the budgetary and financial effects of continuing currency instability 
have been the subject of intensive study in the United Nations system. The administrative 
Committee on Co-ordination (ACC) first examined the problem and possible solutions to it in 
the autumn of 1973, in a document placed before the General Assembly at its twenty-eighth 
session under cover of a report by the Advisory Committee on Administrative and Budgetary 
Questions (ACABQ) on the same subject.^ Following its consideration of this material, the 
General Assembly appointed a Working Group on Currency Instability to examine alternative 
solutions to the problem； it considered the report of the Working Group (A/9773) at the 
twenty-ninth session. At that session the General Assembly also had before it a further 

1 See Annex 2 to this document. 
2 Approved by the Administrative Committee on Coordination in document АСС/1979/81. 
3 In resolutions WHA32.3 and WHA32.4. 
4 United Nations Official Records of the General Assembly, Twenty-eighth Session, 

Supplement No. 8A (A/9008/Add.l-34), document А/9008/Add.16, annex. 
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statement by ACC (A/C.5/1622, annex) which, in response to a recommendation of the Advisory 
Committee on Administrative and Budgetary Questions, explored in greater detail the 
possibility of assessing contributions to the budgets of the organizations in a mix of 
currencies. More recently, in its report to the General Assembly at the thirty~third 
session,1 the Committee on Contributions examined, from the point of view of assessed 
contributions, possibilities involving baskets of currencies and international units of 
account. The problem of the effects of currency instability has also been the subject of 
studies carried out by or at the request of governing bodies of a number of other 
organizations of the United Nations system. 

2. Given the persistence of currency instability, ACC has kept this subject under study 
from the point of view of the effects of exchange-rate changes in the various organizations 
of the United Nations system and the different methods by which the organizations have sought 
to deal with them. It believes that the conclusions reached during the investigations 
mentioned above, and any need to modify them, can best be evaluated on the basis of 
comparative information on the approaches taken by the organizations. It will continue to 
give attention to significant developments in this area, 

3. As ACC indicated in its report of 1973; 

"The problem essentially arises from the depreciation of the United States dollar 
(the currency in which most organizations1 budgets are presented and in which most of 
the contributions by member States are assessed and paid) in relation to those other 
currencies, such as the Swiss franc, the Austrian schilling, the Italian lira, the 
pound sterling and the French franc, in which a large proportion of expenditures are 
made. If there is a fall in the rate of exchange at which anticipated expenditures in 
these currencies have been incorporated into the dollar-based budgets, too few dollars 
will have been appropriated to enable the organizations to purchase their requirements 
of the other currencies at the new rates of exchange. Since 1971 the problem has 
assumed increasingly serious proportions for the organizations as the value of their 
receipts of contributions has deteriorated substantially and continuously - sometimes 
from month to month - in relation to their needs in the currencies in which a large part 
of their expenditures is incurred. 

Neither ACC nor the Advisory Committee on Administrative and Budgetary Questions nor the 
Working Group on Currency Instability was able to recommend a single course of future action 
that would permit all of the organizations concerned to meet the problem. It was the view of 
the Working Group that： 

"Currency fluctuations • . . were likely to continue and that there would probably be no 
early return to fixed values. The issues before it were highly complex and susceptible 
to rapid change in the light of changing circumstances in the world financial scene. 
Moreover, the Group was keenly aware of the fact that any measures proposed would need 
to be sufficiently flexible to be able to accommodate the individual circumstances of 
the various organizations within the United Nations system, each of which was affected 
differently by currency instability and which, in addition, had differing budgetary and 
financing arrangements•” (A/9773, para. 10.) 

4. Having concurred with this conclusion, ACC added, in its statement submitted to the 
General Assembly at the twenty-ninth session (A/C.5/1622, annex), that since no single 
measure could alleviate the difficulties encountered, the main objective continued to be, on 
the one hand, to protect the programmes and budgets of the United Nations organizations, to 
the extent possible, from the effects of currency fluctuations and inflation and, oil the 
other hand, to reduce as far as possible supplementary budget estimates and corresponding 
assessments on member States (ibid., para. 11). Additional costs that were not covered by 
the practice of full budgeting would have to be met by： 

1 United Nations Official Records of the General Assembly, Thirty-third Session, 
Supplement No. 11 (A/33/11)• 

2 Ibid., Twenty-eighth Session, Supplement No. 8A (A/9008/Add.1-34), 
document A/9008/Add.l6, annex, para. 2. 
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(a) Absorption, by such savings and economies as were possible； 

(b) Such reassessments of priorities as could be made without serious detriment to the 
programmes approved by the legislative bodies, particularly programmes in aid of developing 
countries； 

(c) In the last event, by recourse to supplementary estimates or to drawings from 
special reserves, contingency appropriations etc. (ibid” para. 13), 

ACC also suggested that the possibility of creating special reserves, independent of the 
organizations' working capital funds, or as contingency reserves within the budget, should be 
considered by those organizations whose legislative bodies had shown interest in these 
measures but had not yet put them into effect (ibid., para. 15). 

5. The budgetary pressures created by the international financial situation, and by 
currency instability in particular, have led the organizations to engage in a continuing 
search for economies, through the postponement or reduction of programme activities and the 
elimination of activities of less priority, and through efforts to achieve increased 
efficiency and lower operating costs• The absorption of currency-related costs, either as an 
isolated measure or in conjunction with other methods of handling such costs, has thus been 
one of the approaches most commonly taken by the organizations and has made it possible to 
contain budgetary growth and reduce the need for supplementary estimates in a significant 
manner. Careful financial management, including close attention to the timing of exchange 
transactions in relation to the date of receipts and of forecast expenditures, has also 
served to reduce additional requirements. Such management can of course be greatly 
facilitated by the timely receipt of contributions. 

6. As they have developed, the budgetary practices of most organizations are characterized 
increasingly by basing the expenditure estimates on the exchange rates in effect at the time 
of preparation of the budget, rather than on exchange-rate forecasts. This system has the 
advantage of placing the expenditure estimates on a firmer factual basis, but it can also 
involve the need for more extensive adjustments in resource levels to meet the effects of 
exchange-rate changes after the preparation of the budget• On many occasions such 
adjustments have been made through supplementary estimates, frequently approved as a part of 
a package involving the partial absorption of additional costs by the organization. 
According to the circumstances, supplementary authorizations may also be partially or totally 
financed by the use of funds currently available to the organization. The use of cash 
surpluses, undistributed reserves, arrears of contributions received, building funds and 
miscellaneous income, and reimbursable withdrawals from working capital funds, have been 
authorized for this purpose. Under such arrangements supplementary requirements are 
naturally borne indirectly and ultimately by member States, but immediate adjustments in the 
level of assessments are avoided or reduced in scope. 

7. Other organizations have found that their needs are best met by budgetary provisions, 
which may be in contingency appropriations, for the effects of exchange-rate changes expected 
after the preparation of the budget. The use of separate provisions for this purpose is 
normally subject to conditions fixed by the governing bodies of the organizations concerned. 
In some cases the provisions serve to supply funds to accounts or reserves established under 
the authority of the governing bodies to finance additional costs. 

8. In one of the organizations where such an arrangement has been introduced, the recent 
budgets have included a special appropriation line to provide funds to a currency fluctuation 
account. The arrangements adopted call for replenishment of the account through 
supplementary estimates if the value of the budget currency should fall below the exchange 
rates reflected in the budget for the main currencies of expenditure; in the opposite case 
the extra funds received are credited to the account. At the close of each financial period 
the balance in the account reverts to member States. 

9. In another organization a special reserve account for unbudgeted additional costs is 
financed in the first instance by funds available to the organization. Originally 
established on a temporary basis, the account has now become a continuing feature, and its 
level is fixed for each financial period with reference to the amount of approved budget. 
Within the agreed level the balance is carried forward from one financial period to the next. 
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10. The advance earmarking of funds (other than assessed contributions) within pre-defined 
limits to meet the effects of currency instability also characterizes the solution recently 
adopted by one of the other organizations, whereby it has been found possible to isolate the 
budgetary rate of exchange - and thus the budget level - from the effects of currency 
fluctuation subsequent to the preparation of the budget. This arrangement aims particularly 
at reducing, if not eliminating, the need for supplementary estimates to cover budgetary 
losses resulting from currency fluctuations. The approach in turn prevents increases in the 
level of the approved budget (costed at the rate of exchange in effect between the budget 
currency and the other main currency of expenditure at the time of preparation of the 
estimates) for this purpose from one year to another. Additional costs arising from 
exchange-rate changes within the financial period are met by the use of casual income-'-
currently available to the organization, up to a maximum amount fixed by its governing 
bodies. In the event that the exchange-rate fluctuations should lead to savings, the 
corresponding amount is transferred to casual income, thus in effect reducing total 
expenditures, but without decreasing the lev^l of the approved budget for the financial 
period. All unspent casual income is at the disposal of the governing bodies. 

11. For the organizations taken as a whole, savings accruing from exchange-rate changes have 
been considerably more rare in recent years than additional costs. Such savings have, 
however， arisen from time to time in two or three organizations and in a regular manner in 
certain others, i.e.9 in those whose budgets are denominated and assessed in Swiss francs but 
whose levels of expenditure depend in part on the value of the dollar. According to the 
standing or ad hoc arrangements made, the savings have been applied to higher costs resulting 
from inflation or contrary exchange-rate movements, credited to reserve or special-purpose 
accounts or used to reduce the assessments of member States. Proposals that budgets in 
dollars should be denominated and assessed in the main currency of expenditure have been 
discussed by the governing bodies of several organizations but have not so far been adopted. 
This has also been the case for proposals that budgets in dollars should be assessed in a mix 
of dollars and of the main currency of expenditure. 

12. It appears to ACС that the developments to which it has drawn attention in this brief 
review confirm the observation of the Working Group oil Currency Instability, quoted in 
paragraph 3 above, with regard to the importance of the individual circumstances of the 
organizations as a factor in their choice of measures to meet the effects of currency 
instability. This was also the sense of ACC1 s own conclusions of 1973 and 1974. Indeed, it 
seems more evident in the light of the experience now acquired that the measures and 
combinations of measures that can be contemplated by individual organizations are 
fundamentally influenced not only by the nature of the effects of currency instability as 
felt by them, but also by considerations involving the volume and timing of additional 
requirements, the organization's general financial situation and its budgetary and financial 
practice and experience. In this context, the cases where it has proved feasible to deal 
with the effects of currency instability through arrangements capable of systematic and 
continuing application, such as reserve accounts or the earmarking of casual income, are of 
particular interest. More generally, ACC continues to hold the view, recalled in paragraph 4 
above, that in any of the necessarily diverse approaches that may be taken to the problem of 
currency instability, the dual objective of protecting the programmes and budgets of the 
organizations and of limiting the recourse to supplementary estimates and assessments must be 
firmly pursued. 

1 In the organization 
income, contributions from 

concerned, casual income includes miscellaneous income (interest 
new members etc.) and arrears of contributions. 



Table 2 

SUMMARY OF ESTIMATED ADDITIONAL BUDGETARY COSTS OR SAVINGS RESULTING FROM CURRENCY 
FLUCTUATIONS WITH RESPECT TO THE US DOLLAR/SWISS FRANC RELATIONSHIP 

I. Additional budgetary costs 

COVERED BY MEANS OF 

Estimated additional Other funds 
BUDGET 
for: 

budgetary costs or 
savings resulting 

from currency 
fluctuations 

Additional 
assessments 

Supplementary 
budgets without 
additional 
assessments 

(Special Account for 
Servicing Costs, 

Terminal Payments 
Account, Voluntary 
Fund for Health 

Absorption 
through 

operational 
economies 

Casual 
income 

facility 

Promotion) 

usi US¿ usi usi US农 US主 

1971 1 250 000 - - - 1 250 000 
1972 3 645 000 - 2 445 000 1 000 000 200 000 
1973 9 965 000 - 5 679 500 1 985 500 2 300 000 
1974 8 479 000 6 079 000 - - 2 400 000 
1975 9 000 000 - - 4 575 000 4 425 000 
1976 8 490 000 8 490 000 - - -

1977 11 291 000 7 391 000 - - 3 900 000 
1978 19 075 000 - 6 600 000 3 025 000 7 450 000 2 000 000 
1979 21 639 710 6 600 000 - 2 075 000 2 000 000 10 964 710 

Total additional 
budgetary costs 92 834 710 28 560 000 14 724 500 12 660 500 23 925 000 12 964 710 

1980-1981 18 071 000) 
II. Budgetary savings 

18 071 000 
1982-1983 12 113 000) Transferred to casual income in accordance with 12 113 000 
1984-1985 8 059 300)1 resolutions WHA32.4, WHA34.5 and WHA36.6. 8 059 300 

Total budgetary 
savings 38 243 300 38 243 300 

1 In addition to this amount, US$ 13 427 000 of savings relating to US dollar/major regional office currencies 
were transferred to casual income. 
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