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This document contains a review of the mechanism first 
established by the Thirty -first World Health Assembly in 1978 and 
maintained thereafter by successive Health Assemblies, by which the 
Director -General is authorized to use a certain amount of available 
casual income to reduce adverse effects of currency fluctuations on 
the programme budget with respect to the US dollar /Swiss franc 
relationship during a given financial period. In view of the recent 
significant decline in the value of the US dollar in relation to a 
number of major regional office currencies, which is having an 
unfavourable impact on the regional components of the programme 
budget, the Health Assembly is invited to consider extending the 
scope of the above -mentioned authority to cover also the major 
regional office currencies, as reflected in the draft resolution 
contained in paragraph 17. 

INTRODUCTION 

1. In the course of reviewing the proposed programme budget for 1986 -1987, the 

Thirty -eighth World Health Assembly (May 1985) also considered the budgetary rates of 
exchange used for the US dollar in preparing the estimates for expenditures to be incurred in 

Swiss francs and in the major regional office currencies. From the time of the finalization 
of the regional budget estimates in the spring of 1984 to the review of the proposed 
programme budget by the Health Assembly in May 1985, the value of the US dollar had increased 
considerably in relation to four major regional office currencies, namely the CFA franc, the 

Danish krone, the Indian rupee and the Philippine peso. As proposed by the Director -General, 
and in the light of its consideration of this matter, the Health Assembly decided to adjust 
the budgetary rates of these four currencies in relation to the US dollar, thus reducing the 
related estimates as contained in the proposed programme budget for 1986 -1987 by 
US$ 7 500 000.1 

2. Subsequent to the approval of the programme budget for 1986 -1987, that is, during the 

latter half of 1985, the value of the US dollar in relation to a number of currencies, 
including most of those mentioned above, declined considerably, as shown in the following 
table: 

1 Document WНAЗ8 /1985/REС/2, p. 273. 
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Table 1 

Currency 

Rate of exchange 
per US dollar 

used in prepara- 
Lion of proposed 
programme budget 
for 1986 -1987* 

Accounting 
rate of 
exchange 

for 

May 1985 

Budgetary rate 
of exchange per 

US dollar for 
1986 -1987 as 

approved by the 
Health Assembly 

in May 1985 

Accounting 
rate of 
exchange 

for 
March 1986 

Percentage 
difference 

between 1986 -1987 
budgetary rate of 

exchange and 
accounting rate 

of exchange for 
March 1986 

CFA franc 

Danish krone 

Egyptian pound 

Indian rupee 

Philippine peso 

Swiss franc 

380 

8.10 

0.8217 

10.00 

14.00 

2.50 

475 

11.00 

0.8217 

12.13 

17.66 

2.64 

430 

10.00 

0.8217 

11.50 

16.00 

2.50 

338 

8.20 

0.8217 

12.00 

21.60 

1.86 

-21.4% 

-18.0% 

0 

+4.3% 

+35.0% 

-25.6% 

Regional budgetary rates of exchange were based on the exchange rate situation 
prevailing in the spring of 1984; the budgetary rate for the Swiss franc was the accounting 
rate of exchange for October 1984. 

3. Shortly after the Executive Board's January 1986 session, the Director -General had 
consultations with the Regional Directors concerning these monetary developments and their 
impact on regional programmes. In view of the seriousness of the problems that were likely 
to arise, it was agreed that the time had come for the Director -General to propose to the 
Health Assembly that the casual income facility, under which a limited amount of available 
casual income could be used to reduce adverse effects of currency instability upon WHO's 
programme budget with respect to the Swiss franc /US dollar relationship, be extended to cover 
also the major regional office currencies. 

CASUAL INCOME FACILITY 

4. In view of the serious financial problems which the Organization had to face in the 
1970s as a result of the long and steep decline of the exchange value of the US dollar in 
relation to the Swiss franc, and in order to avoid having periodically to submit 
supplementary budget estimates, the Director -General proposed to the Executive Board at its 
sixty -first session (January 1978) certain measures to reduce the adverse effects of exchange 
rate fluctuations between these two currencies. Briefly stated, it was proposed that in 
order to ensure that cash resources were made available to the Organization to finance at 
least part of the unbudgeted additional costs resulting from fluctuating exchange rates 
without the need for supplementary budgets for this purpose, the Director -General should be 
authorized - subject to a maximum amount to be decided by the Health Assembly - 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 a given financial period. At the same 
time it was proposed that any net savings under the regular programme budget that might 
result from such differences during a given financial period should be transferred to casual 
income, it being understood that, having regard to inflationary trends and other factors 
which might affect the implementation of the programme budget, such transfers need not exceed 
the maximum amount which the Director -General would have been authorized to charge against 
available casual income to cover the additional costs resulting from unfavourable exchange 
rates. The additional costs or savings resulting from fluctuating exchange rates between the 

US dollar and the Swiss franc would be isolated and subsequently reflected in the Financial 
Report. It was suggested at the time that it would be financially prudent to establish the 
maximum amount under this facility at US$ 2 000 000 for each of the years 1978 and 1979. 
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5. The Executive Board endorsed the above -mentioned proposals, which were subsequently 

approved by the Thirty -first World Health Assemby (1978) in resolution WHA31.7. 

6. In November 1978 the Programme Committee of the Executive Board undertook a study of the 

possibilities of finding a long -term solution to the budgetary problems of the Organization 
resulting from continuing currency instability. In the light of this study the 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. As a result, the 

Director -General and the Executive Board recommended, and the Thirty- second World Health 

Assembly (1979) authorized in resolutions WHA32.3 and WНАЗ2.4, the use of casual income up to 

an amount of US$ 15 000 000 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. In resolutions WHАЗ4.5 (1981), WHАЭ6.6 

(1983), and WHA38.4 (1985) the Health Assembly authorized the use of casual income for the 

same purpose and on the same conditions as before up to a maximum amount of US$ 20 000 000 
for each of the financial periods 1982 -1983, 1984 -1985, and 1986 -1987 respectively. 

7. When the above -mentioned measures to reduce the adverse effects of currency fluctuations 

on the programme budget were introduced it was recognized that, because of the necessary 
limits on the use of casual income for this purpose, they might not afford complete 
protection to the Organization's regular budget against very large drops in the value of the 
US dollar in relation to the Swiss franc. Nevertheless, it was felt that they would provide 

the Organization with some safeguards for the financial integrity of WHO's programme and thus 
reduce the need for supplementary budgets for this purpose. Actual experience with the 
casual income facility confirms the validity of this point of view. Moreover, the existence 
of this facility has also resulted in significant amounts of savings being transferred to 

casual income due to favourable exchange rates during certain financial periods. Thus, while 
US$ 2 000 000 and US$ 10 964 710 of casual income were used in 1978 and 1979 respectively to 
meet additional costs resulting from unfavourable exchange rates between the US dollar and 
the Swiss franc, in 1980 -1981, 1982 -1983, and 1984 -1985 respectively US$ 18 071 000, 
US$ 12 113 000, and US$ 8 059 300 were transferred to casual income, and thus became 
available to the Health Assembly, as a result of favourable exchange rates between these two 
currencies. 

8. In the light of the foregoing it may be concluded that up to the present time the casual 
income facility has served the Organization well as a mechanism for dealing with financial 
problems associated with currency fluctuations in respect of the relationship between the 

US dollar and the Swiss franc. 

MAJOR REGIONAL OFFICE CURRENCIES 

9. As mentioned above, the facility to use available casual income to reduce adverse 
effects of currency fluctuations on WHO's budget applies only to exchange rate fluctuations 
between the US dollar and the Swiss franc. Consequently, the regional components of the 
programme budget do not enjoy this protection against monetary instability. Over the last 
few years rates of exchange between the US dollar and the major regional office currencies 
(except for the Regional Office for the Americas, the currency of which is the US dollar) 
have also been highly volatile and unpredictable, sometimes moving sharply in one direction 
only to move subsequently equally sharply in the opposite direction, often in a pattern 
similar to that pertaining to the relationship between the US dollar and the Swiss franc. 
Under the arrangements in force until 1984 the regional offices were expected to find ways 
and means to cope with any adverse effects of currency fluctuations on their allocations 
under the regular budget during a given financial period. In most instances of additional 
costs due to unfavourable exchange rate fluctuations regional offices have been able to 

tackle the resulting budgetary and financial problems through measures such as curtailment or 
postponement of programme activities. However, on a few occasions the magnitude of the 
problem has been such that special financial measures have had to be taken on an 
organization -wide basis in support of a regional office the regular budget allocation of 
which has been severely affected by particularly unfavourable exchange rate fluctuations. In 
view of the international monetary situation in general and of the financial problems which 
the Organization may have to face in the current biennium, it is not expected that such 
support could be provided to regional offices in the foreseeable future. 
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10. There have also been periods during which significant gains were realized by regional 
offices as a result of favourable exchange rates between the US dollar and major regional 
office currencies. These gains were used to compensate for deferrals and reductions in 
programme implementation made in earlier budgetary periods as a result of unfavourable 
exchange rates and to meet unforeseen additional costs, including those relating to 
unbudgeted inflation. Until the end of the 1982 -1983 biennium regional offices were not 
required to surrender any savings realized due to favourable exchange rates. However, with 
effect from the 1984 -1985 biennium these arrangements were modified to the extent that any 
net savings resulting from the upward fluctuation of the average accounting rate of exchange 
in excess of 10% over the budgetary rate of exchange of a major regional office currency were 
withdrawn from the regions' working allocation under the regular budget and surrendered as a 

budget surplus to be fed back into casual income, thus reverting to the Health Assembly. 

11. With regard to the implementation of the programme budget for 1986 -1987, it is clear 

that if the value of the US dollar in relation to several major regional office currencies 
should remain significantly lower than the budgetary rates of exchange approved for the 

biennium, or decline even further, the impact on regional programmes will be extremely 
severe. In such circumstances it is unlikely that the budgetary losses could be coped with 
under present arrangements without significant reductions in the approved regional programmes 
or the approval by the Health Assembly of supplementary budgets. 

12. In view of the foregoing, and as an alternative to regional programme cuts or 
supplementary budgets, it is proposed that the scope of the above -mentioned casual income 

facility be extended to cover also the major regional office currencies, i.e., the CFA franc, 
the Danish krone, the Egyptian pound, the Indian rupee and Philippine peso. Thus, as is 

already the case with respect to the US dollar /Swiss franc relationship, the Director -General 
would be authorized in 1986 -1987 to charge to available casual income, up to a maximum to be 
established, the net additional costs to the Organization under the regular programme budget 
resulting from differences between the WHO budgetary rates of exchange and the UN /WHO 
accounting rates of exchange with respect to the relationship between the US dollar and the 
above -mentioned currencies prevailing during the financial period. The entire net savings 

under the regular programme budget resulting from such exchange rate differences (and not 
only those resulting from average accounting rates of exchange in excess of 10% over 
budgetary rates) would be transferred to casual income, as is already the practice under the 
existing facility with respect to the US dollar /Swiss franc relationship. 

13. There is no doubt that the extension of the casual income facility to cover also major 
regional office currencies would have the same advantages as those mentioned when this method 
to reduce adverse effects of currency fluctuations on WHO's budget was first proposed in 1978 

with respect to the US dollar /Swiss franc relationship, referred to in paragraphs 4 and 7. 

At the same time it would result in having uniform and equitable arrangements for this 

purpose throughout the Organization. 

14. In the light of the foregoing it is proposed that the maximum amount of available casual 

income that may be used to reduce adverse effects of currency fluctuations on the programme 
budget for 1986 -1987 relating 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, be set at US$ 31 000 000. In proposing this as the maximum amount for the 

extended casual income facility, the Director -General considers that the same degree of 
protection should be afforded to the regional components of the programme budget as has 

heretofore been the case under the existing facility with respect to global and interregional 
activities. With regard to the latter, the amount of US$ 20 000 000 of casual income 

currently authorized to be used in 1986 -1987 to reduce adverse effects on the programme 
budget in respect of the US dollar /Swiss franc relationship will make it possible to cope 

with an average accounting rate of exchange between these two currencies of 2.06 Swiss francs 

per US dollar, as compared to the budgetary rate of exchange of 2.50 Swiss francs per 

US dollar. In order to enable the regional offices to cope with the same degree of decline 

in the value of the US dollar in relation to their respective currencies as is already the 

case with respect to the US dollar /Swiss franc relationship it is estimated that about 

US$ 11 000 000 of casual income would be required. The following table shows the lowest 

average accounting rates of exchange for the currencies in question that could be coped with 
under the proposed extended casual income facility during 1986 -1987: 
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Table 2 

Currency 

Rate of exchange per 
US dollar contained 

in the approved 
programme budget 
for 1986 -1987 

Average accounting rate 
of exchange per US dollar 
that could be coped with 
under extended casual 
income facility in 

1986 -1987 

CFA franc 430 350 

Danish krone 10.00 8.20 

Egyptian pound 0.8217 0.6738 

Indian rupee 11.50 9.40 

Philippine peso 16.00 13.10 

Swiss franc 2.50 2.06 

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, of course, 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. 

15. If the Health Assembly should approve this proposal, the existing arrangements for 
accounting, monitoring and reporting on the use of the facility in respect of the Swiss franc 
will be extended to the major regional office currencies in question. Thus, in order to 
determine the amounts which should be either charged against or transferred to casual income, 
the Organization will keep track of the differences between the relevant budgetary rates of 
exchange and the UN /WHO accounting rates of exchange used throughout the financial period. 
The additional costs or savings resulting from fluctuating exchange rates between the 
US dollar and the currencies in question will be isolated and subsequently reflected in the 
Financial Report. Internal procedures and criteria for the earmarking /utilization of the 
funds authorized for this purpose as between the different offices of the Organization will 
also be established. 

16. The previous resolutions of the Health Assembly authorizing the Director -General to use 
a specified maximum amount of available casual income, currently set at US$ 20 000 000, to 
reduce adverse effects of currency fluctuations on the programme budget have also stipulated 
that the net savings resulting from favourable currency fluctuations which must be 
transferred to casual income need not exceed that maximum amount. The basic reason for this 
latter provision is that a steep decline in the value of a national currency and a high rate 
of inflation are often interrelated. Consequently, if in such a situation all exchange rate 
gains had to be returned the result could be that there might be insufficient funds to 
implement the approved programme owing to unexpectedly high cost increases. Although there 
are sound management reasons for such an approach, the Director -General has always 
endeavoured to return all net savings resulting from currency fluctuations, as illustrated 
for example by the fact that with respect to the 1980 -1981 budget an amount of US$ 18 071 000 
in such gains was transferred to casual income, even though only US$ 15 000 000 needed to 
have been returned in terms of the relevant resolution of the Health Assembly. If the scope 
of the casual income facility were to be extended as proposed, the Director -General believes 
that, with a maximum amount of US$ 31 000 000 authorized to be used to reduce the adverse 
effects of currency fluctuations on the programme budget, it would no longer appear 
indispensable to limit to that same maximum the amount of net savings resulting from 
favourable currency fluctuations which must be transferred to casual income. 
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17. In the light of its review of this matter the Health Assembly may wish to consider 
adopting a resolution along the following lines: 

The Thirty -ninth World Health Assembly, 

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; 

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$ 31 000 000 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 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. DECIDES that this resolution cancels and supersedes resolution WHA38.4. 


