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1. REVIEW OF THE FINANCIAL POSITION OF THE ORGANIZATION: Item 32 of the Agenda (continued) 

Financial report on the accounts of WHO for the financial period 1984 -1985, report of the 

External Auditor, and comments thereon of the Committee of the Executive Board to Consider 
Certain Financial Matters prior to the Health Assembly: Item 32.1 of the Agenda (Documents 

ЕB77 /1986 /REC /1, resolution EB77.R18 and decision ЕВ77(6), А39/20 and А39/33) (continued) 

Dr CHOLLAT- TRAQUET (Secretary, Headquarters Programme Committee), referring to the 

questions of the delegates of China, the Union of Soviet Socialist Republics, and the United 
States of America concerning the monitoring and evaluation of WHO's programmes of 
cooperation, said that the mechanisms used were formal and well respected. 

Such mechanisms included the Health Assembly itself, the Executive Board, the regional 
committees and the relevant subcommittees of the regional committees, all of which were 
involved in the evaluation of programmes and the management of those programmes from the 
global and regional viewpoints and in countries. For example, certain regional committees 
and their subcommittees had recently undertaken reviews of the health systems research, 
malaria, and health manpower development programmes. In the European Region, a series of 
evaluations took place before targets for the implementation of health for all strategies 
were accepted by the Regional Committee. It was on the basis of such continuing evaluation 
that regional programme budget policies were defined in order to obtain a clear picture of 
how effectively WHO's resources were being used, and the regional programme budget policies - 

discussed at the regional committees were used for the preparation of the 1988 -1989 regional 
programme budgets. In recent years, another evaluative mechanism, the Programme Committee of 
the Executive Board, had reviewed the Expanded Programme on Immunization and the community 
water supply programme. 

Programme implementation during the first two years of the Seventh General Programme of 
Work (1984 -1985) had been reviewed by the Headquarters Programme Committee, with the 
preparation of the 1988 -1989 programme budget and the Eighth General Programme of Work in 
mind. This consisted of an initial monitoring of activities and of the way allocated 
resources had been spent and a later, more comprehensive, evaluation - first within 
programmes and then by the Headquarters Programme Committee - which had included how staff 
were utilized and the need for certain posts to continue. The regional programme committees 
had followed a similar approach - analysing programme activities and the use of WHO's 
resources in countries. 

All those reviews permitted a reorientation of priorities for the 1988 -1989 programme 
budget and the Eighth General Programme of Work. 

As had been declared at the Health Assembly two years previously, the essential aim of 
any evaluation carried out by WHO was to see that its resources were used to the best 
advantage for health development in Member States. Since that time, certain progress had 
been made. The Director -General's introduction to the programme budget proposals for 
1986 -1987 (document PB/86 -87) had described new managerial arrangements that required joint 
government /WHO policy and programme reviews in countries. Subsequently, a system for 
monitoring the use of WHO's resources through financial audit in policy and programme terms 
had been developed, combining (1) the traditional type of financial auditing, (2) a detailed 
analysis of such questions as how decisions concerning expenditure were taken, whether and 
how WHO policy was implemented, who was responsible for making decisions, whether there was 
programming, who decided there should be programming, aid whether there was a joint 
government /WHO programming, monitoring, and evaluation committee; and (3) an evaluation of 
activities versus expenditure, and the impact on the country health situation. 

As the Regional Director for Europe had already mentioned, the first such audit had been 
carried out in Portugal in 1985. Three more were planned for 1986, one in a country of the 
Western Pacific Region. Lessons and conclusions would be drawn from those four exercises and 
use of the system applied generally in 1987. 

It could therefore be said that, though monitoring and evaluation of the use of its 
resources were not yet perfected, WHO had embarked, individually with Member States and 
collectively in the Health Assembly, on the practical application of a system that went far 
beyond mere principles and the elaboration of methods. 

Mr PRESS (representative of the External Auditor) in response to the request of the 
delegate of the United States of America for clarification regarding direct financial 
participation, said that according to the WHO Manual of Policies and Procedures it meant the 
participation of WHO resources in defined national programmes in order to support the 
government in attaining defined health objectives, targets, and outputs. 
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The External Auditor's interest in the new arrangement would be to see that satisfactory 
accounting requirements had been established by WHO and accepted and implemented by the 
government. Particular attention would be paid to the level of accountability for the use of 
WHO funds achieved by the government. The review had not yet been carried out, so he was not 
in a position to comment on how the arrangement was operating. The findings would, however, 
be contained in the report to the Fortieth World Health Assembly on the audited financial 
statements for the period 1 January 1986 to 31 December 1987. 

The delegate of the United States had also asked for information on unliquidated 
obligations. In his report the External Auditor had wished to bring to the attention of the 
Health Assembly the significant proportion of obligations that remained unliquidated at the 
end of 1985, in particular 42.56% of the total obligation for supplies and equipment. This 
figure indicated that purchases were concentrated in the final months of the biennium. The 
reasons for this were to be ascertained, and it was to be determined and whether the economy, 
efficiency, and effectiveness of WHO's operations - the application of prescribed procurement 
procedures and the timely achievement of programme objectives - had been adversely affected. 

Referring to a further comment by the same delegate, and paragraphs 18 -21 and 83 of the 
External Auditor's report, Mr Press said that the External Auditor had found the documentary 
and authorization procedures for requesting the establishment and abolition of posts to be 
satisfactory. He proposed to examine in 1986 -1987 the procedures whereby management 
determined the continuing need for posts, and hoped that this review would disclose the 
procedures used by management to identify unneeded posts. 

Mr HELDRING (Netherlands) referred to the current financial situation of the United 
Nations and the effect it would have on the specialized agencies, particularly the 
functioning of WHO. 

The delegation of the Netherlands wished to address itself to those Member States of the 
United Nations whose persistent disregard of their financial obligations under the United 
Nations Charter was a major factor contributing to the crisis. The fulfilment of financial 
obligations was essential for the proper functioning of an organization. Non- compliance 
meant that international law was broken. The Government of the Netherlands deplored such 
practice and did not wish to encumber the situation by offering voluntary contributions to 
make up for shortfalls or to suggest that other Member States should do so. It called upon 
all Member States to observe strict financial discipline as bona fide members of the United 
Nations family. 

The Government of the Netherlands, in line with its expressed commitment to sound 
financial management and fiscal restraint within the United Nations system, welcomed the 
austerity measures and rationalization of programmes initiated by the Secretary -General. 

Those general remarks could also be applied to the situation in WHO, and the delegation 
of the Netherlands would therefore invite the Director -General to comment on what deficits 
could be expected and what measures and economies he had in mind to safeguard the 
Organization's excellent reputation for sound financial management. At the same time, it 

appealed to all Member States of WHO to make a special effort to assist the Director -General 
in preserving the valuable tradition of broad consensus in the establishment of priorities. 
Thanks largely to the efforts of its most capable Director -General, WHO was a unique member 
of the United Nations family in that it was able successfully to reconcile the interests of 
the developing countries and those of the major donors. 

The Government of the Netherlands was prepared to cooperate constructively with the 
Director -General and all other Member States in the task of determining both short- and 
long -term solutions. 

Mr BOYER (United States of America), reverting to the subject of evaluation, felt that 
there was some discrepancy between the view expressed by the Secretariat that monitoring and 
evaluation mechanisms were beginning to function well, and that of the External Auditor 
(paragraph 105 of his report) that, although satisfactory procedures were being introduced, 
the standards of compliance with procedures varied and the documentation of the results of 
evaluation reviews were frequently unsatisfactory. 

Dr CHOLLAT- TRAQUET (Secretary, Headquarters Programme Committee) said it was difficult 
to respond to the question raised by the delegate of the United States of America since she 
did not know what documentation the External Auditor had consulted. If the External Auditor 
was referring to the documentation of the European and Western Pacific Regions, the part of 
it which she herself had been able to consult indicated that WHO's evaluation procedures had 
been adhered to, and gave a correct account of the Organization's activities and the manner 
in which resources had been used. She referred delegates to the comments of the Regional 
Directors for Europe and for the Western Pacific on the External Auditor's report. 
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Dr WAHEDI (Afghanistan) said that his country's delegation considered that WHO's 
resources as a whole - not merely those derived from the regular budget - should be 
distributed in a more objective manner, with due concern for those countries whose needs were 
greatest. 

It would also propose that any funds originally earmarked for short -term consultant 
missions that did not take place be utilized in other parts of the programme. 

The situation with regard to arrears of contributions was a source of anxiety; his 
delegation hoped that the Executive Board would find an acceptable way out of the dilemma. 

Mrs LUETTGEN DE LECHUGA (Cuba) referred to the adverse economic situation, particularly 
with regard to the developing countries (which benefited directly from WHO's activities), 
aggravated by the consequences of the reduction in the contributions made by certain 
governments to the United Nations family of organizations, by the arrears in contributions of 
other countries, and by unfavourable exchange rates between the United States dollar and the 
currencies used by WHO. That situation prompted the delegation of Cuba in a spirit of 
solidarity with the Director -General and in the interests of the Organization's programmes, 
(to urge the industrialized countries, which bore the greatest burden in their financing) to 
agree that casual income in the amount of US$ 31 million might be used to meet the present 
shortfall. 

Mr FURTH (Assistant Director -General) responding to the request of the delegate of the 
Netherlands, clarified some of the measures the Director -General had taken, or planned to 
take, with regard to the current crisis. 

The World Health Organization was indeed confronted with a critical financial problem 

likely to have implications for its work. The problem was essentially twofold: firstly, the 
adverse effects of currency fluctuations on the programme budget; secondly, an expected 

shortfall in the collection of assessed contributions for the biennium 1986 -1987 and beyond. 
As regards the first part of the problem, it was evident that the steep decline in the 

value of the United States dollar in relation to the Swiss franc and several of the major 
currencies of the regional offices was inevitably having a significant impact on the 
programme budget. The magnitude of the impact on programme implementation could not be 
estimated in quantitative terms, since the value of the dollar might continue to fluctuate 
until the end of the budgetary period. It appeared that the fluctuation could be 
considerable. WHO had experienced this sort of problem in the 1970x, when the dollar had a 
long decline in relation to the Swiss franc. At that time, the Health Assembly had 
authorized the Director -General to use a certain amount of available casual income to reduce 

the adverse effects of currency fluctuations on the programme budget with respect to the 

US dollar /Swiss franc relationship. At present, however, there was no such protection for 
the major regional office currencies. The Director -General was, therefore, strongly 

recommending to the Health Assembly that it should extend the scope of the so- called casual 

income facility, that had served the Organization so well in relation to the Swiss franc, to 

the major regional office currencies. If the Health Assembly adopted the Director -General's 

recommendation, the Organization would be able to deal with the problem of currency 
fluctuations in both Geneva and the regions, even though it would by no means be completely 

protected against all the adverse effects of monetary instabililty. Nevertheless, unless the 
dollar declined to completely unpredictable levels before the end of the financial period, 
with an extended casual income facility, it should, be possible to cope adequately with the 
problem, taking, a few precautionary measures if necessary. 

If, on the other hand, the Health Assembly did not, for one reason or another, accept 
the Director -General's recommendation, the Regional Directors for Africa and Europe would 

have to take drastic measures immediately to curtail or postpone programme activities at 
regional and country levels. Other Regional Directors - the Regional Director for South -East 

Asia, for example - might soon be faced with the same problem. The Committee was urged, 

therefore, to adopt the Director -General's recommendation, which was intended solely to 

protect the programmes and activities they had already approved against the vagaries of 

currency exchange rates. 
The second part of the problem - the expected shortfall in income for the regular budget 

as a result of not receiving a large proportion of assessed contributions - was more 

intractable. Its difficulties were compounded by uncertainty regarding the amounts 

involved. On the basis of all the information - official and unofficial - that it had been 

possible to obtain, it was estimated that the shortfall for the biennium 1986 -1987 might be 
in the neighbourhood of US$ 35 million. For lack of more information, that estimate had to 

be taken as a planning figure. Indeed, as the chief technical and administrative officer of 

WHO, the Director- General had felt duty -bound to take certain contingent economy measures in 

order to avoid a potentially catastrophic scenario in which WHO would not be able to meet its 

financial obligations. In view of the estimated shortfall of about US$ 35 million in the 
payment of assessed contributions for 1986 -1987 and the possible resulting inability of the 
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Organization either to implement approved programmes in full or to meet its financial 
obligations, early in March 1986, the Director -General had been prompted, by considerations 
of prudent financial management, to withdraw a total of US$ 35 million from the global, 
interregional and regional programmes, and to transfer that amount to a reserve account. 

The largest part of the funds withdrawn (over 31 %, or almost a third) had been from 
global and interregional activities, although those activities, the Committee would recall, 
had already been pruned to the bone as a consequence of resolution WHA29.48. The 
implementation of that resolution had resulted in the abolition of 337 posts, or nearly 25% 
at the global and interregional level, and in the transfer of millions of dollars from that 
level to intercountry and country activities. The further reduction of over US$ 11 million 
now required at the global and interregional levels could not be "absorbed" without WHO's 
output being reduced or an impact being felt by Member States. The Director -General was 
still in the midst of the very difficult process of deciding where the reductions should be 
made, but there was already no doubt that they would affect all programmes, although in 

different proportions, and would, in certain cases, result in a considerable reduction, 
deferment, or slowing down of activities of great importance to Member States. There should 
be no illusions that the reductions in programme activities could always be made on the basis 
of strict technical priorities. There had simply not been enough lead -time. Many activities 
had already begun and for others obligations had been recorded, so that to a large extent, 
the axe would fall on those activities on which work had not yet begun, and for which no firm 
commitments had been made. 

The situation in the regions was similar. The Regional Directors had made very serious 
efforts to restrict to an absolute minimum the impact at country level of the nearly 
US$ 24 million in reductions that had been apportioned to them on a pro -rata basis. But they 
had found that there was a limit to the reductions they could make at the regional offices 
and in intercountry activities without eliminating or impairing the essential functions of 
those activities - namely, servicing and supporting WHO's programmes of technical cooperation 
in countries. Consequently, as most affected countries had already been informed by the 

Regional Directors, reductions in country programmes for 1986 -1987 were unavoidable. It was 
deeply regretted that the reductions at country as well as regional and intercountry levels 
would be felt very severely by some of those Member States who were most in need, but there 
was no other way out of the dilemma - to reduce activities or face insolvency - imposed by 
the present financial situation. 

It was hoped that the estimate of a shortfall of US$ 35 million in assessed 
contributions was too pessimistic. If this should be the case, and the shortfall turned out 
to be less, the difference would certainly be restored to programmes at the earliest 
opportunity, with preferential treatment being given, to the extent possible, to those who 
had suffered most from the earlier reductions. Unfortunately, however, there was also the 
possibility that later in 1986 it would become known with certainty that the ultimate 
shortfall was more than US$ 35 million. In that event there would be no recourse but to make 
further programme reductions on an emergency basis. 

Having mentioned so far only the impact of the financial crisis on the regular programme 

•budget for 
1986 -1987, Mr Furth turned to the programme budget proposals for 1988 -1989 which 

were now being prepared in close collaboration with Member States. They would be issued 
later in 1986 and submitted to the Executive Board and the Health Assembly in 1987. There 
was little hope that the financial crisis would be over by 1988. On the contrary, there was 
every indication that the shortfall in assessed contributions in 1988 and 1989 might be even 
greater than in 1986 and 1987. The Director -General felt that, unless the situation changed 
radically before the end of 1986, he would be obliged, in the interest of prudent management 
of the Organization's financial resources, to prepare for submission to the Executive Board 
and the Health Assembly a contingency plan for programme budget implementation reductions in 
1988 -1989 at the same time as the programme budget proposals, on the hypothesis of a 
shortfall in assessed contributions of at leas US$ 50 million. The programme budget 
reductions proposed in the contingency plan would, like the reductions on 1986 -1987, have to 
be apportioned amongst all organizational levels. As a first step in the preparation of such 
a plan, the Director -General had requested all Assistant Directors -General to consider, with 
the programme managers reporting to them, the implementation reductions that could be 
envisaged with respect to proposed programme activities for 1988 -1989, amounting to 
approximately 10% of the planning allocation for global and interregional activities. After 
the closure of the Health Assembly, the Director -General also intended to consider with the 
Regional Directors what procedure should be adopted for the preparation and consideration of 
regional contingency plans. The Director -General was at present inclined to think that there 
might be some advantage in having such regional contingency plans reviewed by the regional 
committees or the relevant subcommittees of the regional committees before their 
consolidation into WHO's overall contingency plan. 
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The CHAIRMAN drew the Committee's attention to the draft resolution recommended by the 
Committee of the Executive Board to Consider Certain Financial Matters prior to the 
Thirty -ninth World Health Assembly, on its first report (document А39/33, paragraph 17) 

The draft resolution was approved. 

Status of collection of assessed contributions and status of advances to the Working Capital 
Fund: Item 32.2 of the Agenda (Documents ЕВ77 /1986 /REC /1, resolution ЕВ77.R13 and Annex 7, 
and А39/21) 

The CHAIRMAN introduced the item, which had been considered by the Executive Board at 
its seventy- seventh session on the basis of a report by the Director -General (Annex 7 to 
document ЕВ77 /1986 /REC /1). Resolution EB77.R13 adopted by the Executive Board contained a 

resolution on the item for the Health Assembly's consideration. 

Dr TAPA (representative of the Executive Board) said that the report considered by the 
Board had been prepared in response to a request made at its seventy -fifth session for full 
information on the pattern of payment of contributions in recent years. 

The Board had expressed considerable concern at the deteriorating trend in the payment 
of contributions over the period 1976 -1985, as illustrated in the Director -General's report; 
it had noted in particular that, as at 31 December 1985: firstly, the rate of collection of 
contributions in respect of the effective working budget amounted to 90.90 %, being the second 
lowest rate in the 10 -year period; secondly, only 83 Members, the lowest number of such 
Members over the 10 -year period, had paid their current year contributions to the effective 
working budget in full, while as many as 48 Members had made no payment whatsoever towards 
their current year contributions; thirdly, 27 Members, listed by name in the report, had 
systematically made no payment whatsoever towards their current year contributions in each of 

the three years 1983, 1984 and 1985; and fourthly, non- payment in part or in full of 

contributions in the year in which they fell due was compounded further by the fact that some 
Members made a systematic practice of paying contributions late in the year, as evidenced by 
the fact that, as at 30 September 1985, 43.84% of current year contributions for the 
effective working budget had remained upaid. 

The Board had further noted that the United Nations and the specialized agencies, having 
experienced similar delays, had considered various remedial measures, including: a 

substantial increase in the level of the Working Capital Fund; the granting to the executive 
head of the organization concerned of authority to borrow from external sources; and the 
charging of interest on late payments. It had, however, agreed with the Director -General 
that there was no substitute for prompt payment of contributions by all Member States, and 
therefore urged all Member States to pay their contributions as early as possible in the year 
in which they fell due, so as to avoid endangering the finances - and consequently the 
programme of work - of the Organization. 

The Director -General's report to the Board's seventy -seventh session had provided the 
status of Member States' financial indebtedness to the Organization as at 31 December 1985; 
document А39/21 indicated the contribution status as at 30 April 1986. 

Mr FURTH (Assistant Director -General) presented the Director -General's additional report 

(document A39/21), which indicated in its paragraph 2 that, at 30 April 1986, total 

collections of 1986 contributions in respect of the effective working budget amounted to 
41.39% of the assessments on the Members concerned. That rate was one of the highest in 

recent years, and compared with 32.67% on the same date in 1985. 
As regards prior years' arrears of contributions, it would be noted from paragraph 4 of 

the report that, on 1 January 1986, total arrears of contributions due for years prior to 

1986 from Members actively participating in the work of the Organization had amounted to 
US$ 28 102 702. At 30 April 1986, some of those arrears had been settled, but US$ 19 387 908 
still remained unpaid and as many as 55 Members contributing to the effective working budget, 
i.e. one -third of such Members, still owed contributions in respect of years prior to 1986. 
Further, of those 55 Members, 32 had made no payment at all in respect of the 1985 
instalment, and thus owed that instalment in full. 

During the first nine days of May, payments totalling $ 25 008 993 had been received 
from 7 Members in respect of 1986 assessments, raising the percentage of current year 
contributions collected from 41.39% at 30 April 1986 to 51.70% at 9 May 1986. As at 9 May 
1985, the corresponding percentage had been 32.97 %, and he was pleased to report that the 
figure he had just given reflected the highest rate of contributions collected as of a 9 May 
ever recorded in the history of the Organization. 
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During the period 1 to 9 May 1986, the following Members had paid the 1986 instalment of 

their contributions, either in part or in full: Bahamas, Bahrain, Guinea, Japan, Samoa, 

Somalia, and Vanuatu. Furthermore, since 30 April payments totalling US$ 2 947 555 in 

respect of arrears of contributions had been received from the following States: Antigua and 

Barbuda, Benin, Brazil, Cape Verde, Dominican Republic, Grenada, Guinea, Guinea -Bissau, 

Haiti, Nicaragua, Niger, Paraguay, Peru, Poland, Sierra Leone, Somalia, United Republic of 

Tanzania, Vanuatu and Zaire. 

Mr TEYB (Mauritania) said that, notwithstanding the grave difficulties faced by his 

country as a result of the economic crisis, a serious start had been made, beginning in April 
1986, in settling its arrears; in fact, two -thirds of the amount due for previous years had 

been paid to the Organization. That fact was not acknowledged in the report presented to the 

Committee, and he wondered why. 

Mr FURTH (Assistant Director -General) welcomed that statement. As yet, however, WHO had 
not received the payment referred to. 

Dr VILCHEZ (Nicaragua) said that the status report clearly reflected the worldwide 

impact of the present economic crisis, particularly where the developing countries were 
concerned. Nicaragua was suffering not only from the repercussions of an unfair 
international economic order but also from an embargo which the previous Health Assembly had 

denounced, a loss of more than 40% of the value of its exports as the result of armed 
aggression, and a loss of income resulting from various direct or indirect pressures. 

Notwithstanding those handicaps, however, Nicaragua firmly wished and was indeed 
determined to honour its commitments as a Member of WHO. 

Mr Y. SATO (Japan) said that, although his country continued to make early payment of 

its assessed contributions, he must express the deepest concern at the overall deterioration 
of the situation. In order to safeguard the implementation of WHO's programmes, each Member 
should at least pay the contribution due for each current year. The Secretariat, needless to 

say, was responsible for the collection of sums due, and he would appreciate further 
information concerning its efforts in that respect. 

Mr CEESAY (Gambia) said that his country had not escaped the adverse effects of the 

current economic crisis. During the past six months the settlement of dollar accounts had 
required increasing amounts of local currency. Nevertheless, the Gambia was determined to 

honour its obligations to WHO, and in April of the present year the Government had arranged 
in New York for a payment to be made to the Organization. That information appeared to have 
been omitted from the report presented to the Committee. 

Mr FURTH (Assistant Director -General) replied that the payment referred to by the 

previous speaker had not yet been received. He pointed out that effective transfer between 
banks sometimes took several weeks. The Secretariat could only record reception of a 

contribution when it was notified by its bank that the transaction had been completed. 
In response to the question by the delegate of Japan, he said there was little to add to 

the details contained in the report by the Director -General to the Executive Board (document 
EB77 /1986 /REC /1, Annex 7), and more particularly in paragraphs 4 and 5 thereof. The actions 
referred to (transmission of additional letters, telexes and cables) were very costly, in 
both money and manpower; the timely payment of contributions would undoubtedly help the 
Organization to make savings. 

Mr TEYB (Mauritania), stating that he was in possession of documents confirming that the 

moneys to which he had referred had been duly drawn from the national budget and that the 
transfer had been arranged, said that its recognition of the great value of WHO's work had 
led the Mauritanian Government to make an exception, where WHO was concerned - and it was the 
sole exception - in its decision, for economic reasons, to annul the country's membership of 
all international organizations. He hoped that due note would be taken of his statement. 

The draft resolution recommended by the Executive Board in resolution ЕВ77.R13 was 
approved. 
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Members in arrears in the payment of their contributions to an extent which may invoke 
Article 7 of the Constitution: Item 32.3 of the Agenda (Resolutions EB77.R14 and EB77.R18 
and decision ЕВ77(6); and document А39/22) 

The CHAIRMAN introduced the item, calling particular attention to the second report by 
the Committee of the Executive Board to Consider Certain Financial Matters prior to the 
Thirty -ninth World Health Assembly, which was contained in document А39/22. 

Dr TAPA (representative of the Executive Board) said that the Committee of the Board had 
considered the situation of Members in arrears in the payment of their contributions to an 
extent which might invoke Article 7 of the Constitution. The Director -General had reported 
to the Committee that, at 30 April 1986, 16 Members had been owing contributions in an amount 
equal to or exceeding their contributions for the preceding two full years. By the time of 
the Committee's review on 5 May 1986, payment had been received from 3 Members; the number of 
Members concerned had thus fallen to 13. 

As indicated in paragraphs 5 et 6 of its second report (document А39/22), the Committee, 
for the reasons stated, had decided to recommend to the Health Assembly the acceptance of the 
proposal made by Romania, and that Romania's voting rights should not be suspended at current 
and future sessions of the Health Assembly provided that the terms of the deferred payment 
plan were respected. 

As indicated in paragraph 7 of its report, the Committee had classified the remaining 
Members into two categories, the first comprising those which had communicated their 
intentions as to payment of contributions since the seventy -seventh session of the Executive 
Board (January 1986), and the second consisting of those which had not done so. The 
Committee was satisfied with the explanations given by Members in the former category, and 
had decided to recommend that their voting privileges should not be suspended. With regard 
to the Member States which had not communicated their intentions, the Committee had decided 
to recommend a suspension of voting privileges at the Thirty -ninth World Health Assembly 
unless additional payments or satisfactory reasons for non- payment were received prior to 
consideration of the relevant agenda item by Committee B. 

As indicated in paragraph 8, the Committee had requested the Director -General to send 
telexes to the Members concerned, requesting them to take appropriate action before 
consideration of the subject. 

Paragraph 9 of the Committee's report contained a draft resolution recommended for 
consideration by the Health Assembly. 

Mr FURTH (Assistant Director -General) informed the Committee of a number of developments 
that had taken place since the preparation of the second report of the Committee of the 
Executive Board to Consider Certain Financial Matters prior to the Thirty -ninth World Health 
Assembly. 

First, sufficient payments of contributions had been received from three Member States - 
Cape Verde, Niger and Zaire - to reduce their prior year's indebtedness to less than their 
assessed contributions for two years. 

Secondly, referring to paragraph 4 of the report, he confirmed that a cheque in the 

amount of US$ 47 570.21 had been handed over by the delegation of the Dominican Republic on 
5 May 1986. 

Thirdly, the Director -General had received communications from two of the Member States 
concerned, namely Dominica and Mauritania. The Ministry of External Affairs of the former 
country had sent a telex stating that US$ 23 979 (representing the remaining balance of the 
1983 instalment of the contribution for the financial period 1982 -1983 and the full 1984 
instalment of the contribution for the financial period 1984 -1985) was being transmitted by 
bank draft on 7 May 1986 and that further amounts would be transmitted later; those cheques 
however, had not been received by WHO. 

With regard to Mauritania, the delegation of that country had handed over to the 
Secretariat a copy of a letter dated 29 April 1986 from the Mauritanian Treasury to the 
Governor of the Central Bank of Mauritania requesting the latter to transfer approximately 

US$ 41 000 to WHO. Furthermore, the office of the WHO representative in Mauritania had sent 
a telex, dated б May 1986 to the Director -General stating that they had had confirmation from 
the Ministry of Health that that transfer had been effected on 5 May 1986, but WHO had not 

yet received the amount in question. 

Those developments would have the following consequences as far as the draft resolution 
recommended by the Executive Board was concerned. 

Firstly, in the second preambular paragraph, the words "are in arrears" should be 
replaced by "were in arrears at the time of the opening of the World Health Assembly". 
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Secondly, the following should be inserted as the third preambular paragraph: "Having 

been informed that Cape Verde, Niger and Zaire have in the meantime made sufficient payments 
to reduce their arrears to amounts which represent less than their assessed contributions for 
two prior years; ". 

Thirdly, in the present fourth preambular paragraph, Cape Verde and Zaire should be 

deleted and Dominica and Mauritania inserted, so that the amended paragraph would read: 
"Having noted that Burkina Faso, Dominica, Dominican Republic, Equatorial Guinea, 
Guinea -Bissau and Mauritania have communicated with the Director -General either directly or 
through the WHO programme coordinator since the closure of the seventy -seventh session of the 
Executive Board; ". 

Fourthly, Dominica, Mauritania aid Niger should be deleted from the last preambular 
paragraph. 

Fifthly, in operative paragraph 2, Dominica, Mauritania and Niger should be inserted, so 

that the amended paragraph would read: "Decides not to suspend the voting priviliges of 

Burkina Faso, Cape Verde, Dominica, Dominican Republic, Equatorial Guinea, Guinea -Bissau, 
Mauritania, Niger, Romania and Zaire; ". 

Finally, operative paragraph 5 should be amended by deleting Dominica, Mauritania and 
Niger, so that the amended paragraph would read: "Decides to suspend the voting privileges 
of Comoros, Guatemala and Saint Lucia at the Thirty -ninth World Health Assembly. ". 

Dr STELEA (Romania) said that the present discussion was a continuation of those that 
had taken place in the Executive Board in January and from which it had emerged that Romania 
was one of the group of countries unable fully to meet its financial obligations to WHO. An 
account of the discussions between the Director -General and the delegation sent by the 
Government of Romania on the drawing up of a plan for the payment of Romania's arrears was 
given in paragraphs 5 and 6 of the report before the Committee. In addition, Annex 2 to that 
report reproduced in extenso the written declarations of 24 April and 2 May 1986, whereby the 
Romanian Government undertook to pay US$ 440 000 in the current year, of which US$ 220 000 
had already been paid, and to pay the outstanding financial contributions over a period of 10 
years, starting in 1987, those staggered payments being made at the same time as the regular 

contributions each year. That formal undertaking, at a time when Romania, like all 
developing countries, was suffering from the effects of the world economic crises, showed his 

country's interest in continued active and genuine cooperation with WHO. 

Dr YAHYA (Indonesia) expressed his delegation's appreciation of the good will and 

determination shown by the Romanian delegation in its efforts to solve the problem of its 
arrears. While it fully understood the financial situation of WHO, it felt that 

consideration was due to Member States facing a difficult economic situation in the present 
crisis. In addition, Romania actively participated in the work of WHO, and the constructive 
approach suggested by the Romanian delegation should therefore be welcomed, thus preventing 
WHO from being drawn into a situation that would jeopardize its unity and unanimity. 

Dr OWER (United Kingdom of Great Britain and Northern Ireland) said that his delegation 
had certain reservations with regard to the draft resolution proposed by the Executive Board 
in the report before the Committee. In particular, it had misgivings about operative 
paragraphs 3 and 4, and some unanswered questions about operative paragraph 5. If the draft 
resolution was put to the vote, it might have to ask for a vote on each paragraph separately, 
but it hoped to avoid having to do so. His delegation therefore proposed that a working 
group should be set up to give the matter further consideration, in the hope that a new, more 
realistic and equitable proposal would emerge. For that reason, it proposed that the 
discussion should be suspended. 

After procedural discussion, the CHAIRMAN asked delegates to vote on the proposal to 
adjourn the debate. 

The proposal by the delegation of the United Kingdom to adjourn the debate was adopted. 

The CHAIRMAN announced that the working group to consider the draft resolution contained 
in document 139/22 would consist of the United Kingdom and any other delegations interested; 
it would meet immediately following the end of the meeting of the Committee. 
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Use of casual income to reduce adverse effects of currency fluctuations on the programme 
budget (Document А39/19) 

The CHAIRMAN said that it remained for the Committee, in completing its consideration of 
item 32 of the agenda, to consider the report of the Director -General on the use of casual 
income to reduce the adverse effects of currency fluctuations on the programme budget 
(document А39/19). 

Mr FURTH (Assistant Director- General), introducing the Director -General's report, said 
that, in 1985, in connection with its review of the proposed programme budget for 1986 -1987, 
the Health Assembly had decided to adjust the budgetary rates of exchange of four major 
regional office currencies. That action had been taken because the United States dollar had 
increased in value in relation to those currencies between the time of the finalization of 
the relevant estimates and the review of the proposed programme budget by the Health 
Assembly, resulting in a reduction in the level of the proposed budget for 1986 -1987 of 

US$ 7 500 000. 

However, the value of the United States dollar has declined considerably in relation to 
some of those currencies during the latter half of 1985 and had continued to do so in the 

early part of 1986. That had potentially serious implications for regional programmes, and 
the Director -General had agreed with the Regional Directors in January that a proposal should 
be made to the Health Assembly to extend the casual income facility, hitherto applicable only 
to the Swiss franc /United States dollar relationship, to the major regional office currencies 
as well. 

The history of the establishment and utilization of that facility, set out in paragraphs 
4 to 7 of the report, showed, as stated in paragraph 8, that it had so far served the 
Organization well as a mechanism for dealing with financial problems associated with 

fluctuations in the Swiss franc /United States dollar relationship. Thus, in years of 

unfavourable exchange rates, e.g., 1978 and 1979, it had been possible to meet the resulting 
additional costs - nearly US$ 13 millions for those two years - from available casual income 
and thus avoid the need for supplementary budgets. In other years, namely 1980 -1985, as a 

result of favourable exchange rates, it had been possible to realize significant savings - as 
much as US$ 38.2 million - which were transferred to casual income and thus made available to 
the Health Assembly. 

As explained in paragraphs 9 -11 of the report, the regional components of the programme 
budget had not so far enjoyed the same protection against the adverse effects of currency 
fluctuations. Nevertheless, as mentioned in paragraph 10, present arrangements regarding the 

major regional office currencies provided that any net savings resulting from favourable 
exchange rate fluctuations in excess of 10% over the budgetary rate of exchange had to be 

surrendered as a budgetary surplus. As noted earlier by the Committee in its review of the 
Financial Report, in 1984 -1985 the regional offices had saved US$ 13.4 million under that 
arrangement and had surrendered that amount as a budget surplus. 

Thus the regional offices had largely been expected to find ways of coping with 

budgetary and financial problems arising from unfavourable exchange rate fluctuations, 

something that had usually been achieved, e.g, by curtailing or postponing certain 

activities. However, the financial problems had occasionally been so great that the 
Director -General had had to take Organization -wide measures in support of a regional office 

whose budgetary allocations had been severely affected. It could not be expected that such 
special measures could be taken in support of regional offices, should the need arise, in 

view of the financial problems already facing the Organization and those that it might have 
to face in the current biennium. 

It was clear, as mentioned in paragraph 11, that if the value of the dollar, during 
1986 -1987, should remain significantly lower than the budgetary rates of exchange, or decline 
even further, it was unlikely that present arrangements would be able to cope witht the 

budgetary losses without significant cuts in regional programmes or supplementary budgets. 
It was therefore proposed that the casual income facility should be extended to cover the 
CFA franc, the Danish krone, the Egyptian pound, the Indian rupee and the Philippine peso. 
That would not only have the same advantages as the existing facility but would also mean 

that uniform and equitable arrangements for dealing with currency fluctuations existed 
throughout the Organization. It was estimated that, to protect the regional components of 

the programme budget to the same extent as global and interregional activities were protected 

under the existing facility, a maximum amount of US$ 11 million of casual income would be 

required. That maximum amount which might be needed to give at least some protection to the 

regional programmes against adverse exchange rate fluctuations in 1986 -1987 should be 
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compared with the US$ 13.4 million which the regional offices had been able to save in 
1984 -1985 as a result of favourable exchange rate movements and had surrendered as a 
budgetary surplus. 

As far as savings under the regular budget resulting from exchange rate differences were 
concerned, under the proposed extension of the casual income facility, the entire net savings 
realized by the regional offices would be surrendered, as was already the practice under the 
existing facility with regard to the Swiss franc. If the casual income facility was extended 
and the maximum amount authorized for that purpose increased from US$ 20 million, as at 
present, to US$ 31 million, then - as explained in paragraph 16 - it would not be considered 
necessary, as under the existing facility, to limit to a fixed maximum the savings resulting 
from favourable currency fluctuations to be transferred to casual income. 

If the Committee agreed with the proposal, it might wish to consider approving a draft 
resolution along the lines of the one contained in paragraph 17. 

Mrs LUND (Denmark) said that the Director -General's report reviewed the financial 
situation of the Organization and clearly showed the adverse effects of currency fluctuations 
on regional programme budgets. Extending the scope of the casual income facility to cover 
the currencies of the regional offices would obviously extend the Director- General's 
authority and also increase his reponsibilities. However, it might be expected to ease the 
task of the regional offices in establishing a realistic currency level for the regional 
budgets, while at the same time uniform and equitable arrangements would thus be established 
for that purpose throughout the Organization. 

The Danish delegation therefore supported the extension of the casual income facility, 
in order to safeguard the regional offices against the adverse effects of currency 
fluctuations, with, as prerequisite, however, the establishment of a strict time limit and a 
fixed maximum limit, so as to make it possible to evaluate the results. 

Mr BOYER (United States of America) said that his Government appreciated the 
effectivenss of the casual income facility in protecting WHO programme activities against 
currency fluctuations. It also appreciated the proposal before the meeting, in particular 
because it eliminated a number of próblems that his delegation had raised in the past in 
relation to the casual income facility. But before a vote was taken, he would like to know 
whether other methods - which were perhaps not mutually exclusive - of dealing with the 
effects of currency fluctuations had been considered. For example, had the possibility been 
considered of allowing Members to pay in more that one currency, perhaps in the two major 
currencies - the United States dollar and the Swiss franc? Another method might be to 
recalculate the budget under the most recent exchange rate each year, instead of once only 
for the whole biennium. Then if the exchange rate had risen, assessments on Member States 
could go down in the second year of the bienium and the gains could be realized by Member 
States immediately. However, if the most recent exchange rate was lower than the one used at 
the beginning of the biennium, as was the case at the moment, the result of the recalculation 
would be to establish programme activity on the budgetary basis of the current rate and that 
could eliminate the possible loss of programme activity. Of course the negative aspect in 
that case could be a higher budget level, or increased assessments. Thus the various factors 
needed to be weighed up. He would like to have the Secretariat's reaction in particular on 
the annual recalculation of the exchange rate. 

He also would like the Secretariat to consider the usefulness of preparing for the 
Executive Board a study on possible alternative methods of dealing with currency fluctuations. 

He further asked how the proposed increase in the casual income facility from 
US$ 20 million to US$ 31 million had been calculated. His delegation hesitated to approve 
the drawing off of additional valuable resources from the budget in that way. He recalled 
that a cushioning effect had been included in the calculation of regional budgetary exchange 
rates, so that those rates should need less protection than those involving the Swiss franc. 

Finally, how much did the casual income account hold at the moment? 

Mr DANIELSSON (Sweden) supported the proposed increase in the casual income facility. 
His delegation found it justified, even though WHO had benefited from exchange rates in 
earlier years; he expressed concern over the serious difficulties encountered by some of the 
regional. offices in maintaining programme activity at the level of the present budget. The 
aim was to protect the programme budget against exchange rate fluctuations, and the casual 
income facility was effective means of doing so. 
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The Swedish delegation was more sceptical about some long -term proposals already voiced 
in the debate: both annual recalculation of the budget and the use of a "basket" of 
currencies would pose serious administrative problems; they would for example, make 
comparison between budgets difficult. It therefore supported the draft resolution contained 
in the report. 

Mr LUPTON (United Kingdom of Great Britain and Northern Ireland) also supported the 
proposed extension of the casual income facility but urged that alternative longer -term 
measures, such as those mentioned by the United States delegate, to solve the problem of 
currency fluctuations should not be ruled out. However, he shared the view of the delegate 
of Sweden that some of the ideas put forward by the United States delegate might present 
difficulties; they would need careful study. He felt that due regard should be paid to the 
particular structure of WHO, in the light of which the suggestion before the Committee was a 
practical one for the short term. 

In view of the above considerations, he suggested that a second preambular paragraph be 
added to the draft resolution, to read: 

Recognizing the need for a short -term solution to the problems caused by the 
adverse effects of currency fluctuations and the particular circumstances of the 
structure of WHO, and the need to avoid prejudicing possible alternative longer -term 
arrangements. 

That would provide an opportunity for accommodating the suggestion of the United States 
delegation for an examination of alternative solutions on the basis of proposals to the 
Executive Board. 

Dr SEBINA (Botswana) noted that the casual income facility had worked well since 1978 
and supported the proposal to extend it to the regional offices. His delegation would not 
favour the curtailment or postponement of regional activities. If when savings accrued from 
exchange rate benefits, they reverted to the Health Assembly, it could be expected that when 
exchange rates were unfavourable the regional offices should not be expected to bear the 
brunt and have to curtail activities. 

His delegation therefore supported the draft resolution, it being understood that the 
same accounting and monitoring procedures would apply to the extended facility. 

Mr CAMPBELL (Australia) also supported the proposal on that understanding. It seemed a 

sensible and prudent measure for a period of instability of exchange rates. 
He associated himself with the United States delegate's request for an explanation of 

the large increase required. 
A long -term solution should be sought system -wide. The casual income facility had 

served well thus far, but more effective measures might be found, and alternatives, such as 
those suggested by the United States and United Kingdom delegates, should be explored in 
consultation with the budget officers of WHO and other affected agencies. 

Mr HELDRING (Netherlands) shared the reservations of previous speakers; the casual 
income facility should be considered only as a short -term solution which should not preclude 
a more structured approach to the problem of exchange -rate fluctuations nor jeopardize 
budgetary discipline. He invited the Director -General to present his views on the proposal 
to divide the WHO budget into United States dollar and Swiss francs accounts, and the 
desirability of submitting to the Health Assembly for approval the internal procedures and 
criteria for the earmarking and utilization of the funds authorized for the requested 
purpose, under the draft resolution; in paragraph 15 of his report only the establishment of 
those procedures and criteria was mentioned. 

He also wished to be associated with the request for an explanation of the increase 
proposed for the extended casual income facility. 

He reiterated his Government's dedication to the financial wellbeing of WHO, which 
necessitated the consideration of both short- and long -term measures, and he supported the 
United Kingdom amendment. 

Dr BISKUP (Federal Republic of Germany) wished to be associated with the comments made 
concerning the search for long -term solutions, and with the request for information on how 
the amount of US$ 11 million was calculated and on the internal procedures and criteria for 
earmarking and using the funds. His Government considered that the effects of exchange rate 
fluctuations should be absorbed by the WHO budget to the maximum extent possible. 

The draft resolution should make it clear that the reasons for the increase resided in 
the particular nature of the budget of WHO and its regional offices. 
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Mr WORNELL (Canada) also requested an explanation of the proposed increase of 

US$ 11 million. Subject to satisfactory explanation, his delegation supported the proposal 
before the Committee and the draft resolution with the United Kingdom amendment, but 
considered the extended facility a short -term measure. Adoption of the resolution should not 
prejudice the search for long -term solutions, in the course of which the Secretariat should 
consider also other proposals made during the debate and should further consult Member States. 

Miss AVELINE (France) said that her delegation had difficulty in accepting the draft 
resolution outright, as it stood. The proposal that it contained deserved closer attention, 
and alternative solutions should be studied as widely as possible. She associated herself 
with the requests for more information, particularly concerning the internal procedures and 
criteria used in determining the US$ 11 million increase. 

Mr FURTH (Assistant Director -General) said that the effects of continuing currency 

instability on the budgets of the organizations in the United Nations system had been the 
subject of innumerable studies - both at WHO, where reports had been presented to the World 
Health Assembly and the Executive Board at least three times in the last 15 years - and by 
the Administrative Committee on Coordination (ACC) and the United Nations General Asembly's 
Working Group on currency instability.) That Group, which had been composed of 
representatives of a number of Member States, had concluded that no common- system solution 
was possible for the very simple reason that the systems of budgeting and financing of the 
different organizations were completely different. It had reported that currency 
fluctuations and inflationary pressures were likely to continue and there would probably be 
no early return to fixed values. The issues were highly complex and susceptible to rapid 
change in the light of changing circumstances in the world's financial scenes. Moreover, the 

Group had been 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. ACC had concurred in the Working Group's conclusions and had stated, inter 
alla, that since no single measure could alleviate the difficulties encountered in this 
respect, the main objective would continue 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, on the other hand, to reduce as far as possible 
supplementary budget estimates and corresponding assessments on Member States. That study 
had been reported upon to the Executive Board and the World Health Assembly in 1975. 

A few years later, in 1979, the question had arisen again in the Executive Board, which 
had reached the conclusion, endorsed by the World Health Assembly, that the best long -term 
solution to the problems of currency instability for the World Health Organization was the 
casual income facility. 

The proposals made at the current meeting had all been considered in those earlier 

studies and had been rejected for very good reasons. One of the proposals, namely, the 
denomination of the budget in the currencies in which most expenditures were incurred, which 
also implied contributions in the same currencies in which the budget was denominated, might 
be feasible for an Organization which had only two main currencies. The International Atomic 
Energy Agency (IAEA) in Vienna, was trying it out for the current year. Such an arrangement 
might be suitable for that Organization because nearly 70% óf its expenditure was in Austrian 
schillings. That situation was, of course, very different from that of WHO. Considerable 
problems might arise in IAEA by the end of 1986 because as a result of this new arrangement, 
the budget level would have to be adjusted at the end of the year and no Member State would 
know exactly the level of its contribution until the financial year was completed. The 
problems of presenting a budget in several currencies with relevant apportionment of 
contributions were hair- raising, considering the difficulties that many governments, 
particularly those of the smaller Member States, would have in obtaining the "basket" of 
currencies in which their contributions would need to be paid, the investment difficulties 
which most probably would occur, with consequent loss of income to the Organization and thus 
to Member States and the need to purchase some of the currencies to effect payments in 
advance of receiving contributions if they were paid late, at which time there would be an 
undesirable surplus of currencies, etc. From the administrative point of view it would be a 

real nightmare and certainly would require additional staff. 

1 See resolution WHA28.23. 
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Those were some of the reasons for rejecting the proposal of a two currency budget that 
had been enumerated by the various groups that had considered the matter. An additional 
reason was that usually the Member States whose currencies were directly affected, such as, 
for example, Switzerland, did not like that kind of arrangement. The last time that it had 
been considered, a formal opinion had been sought from the Swiss Authorities as to whether 
they would have any objection to the whole or part of the budgets of the United Nations 
system being denominated in Swiss francs and contributions made payable in Swiss francs. The 
Swiss Government had replied quite firmly that it opposed such an arrangement. Some of the 

other Member States whose currencies would be thus affected might also oppose such an 
arrangement. 

Recalculating the budget for each year of the biennium on the basis of a revised 
exchange rate, or recalculating it in the first year for the second year of the biennium, was 
not feasible. WHO had a two -year budget, and the recalculation could only affect the 
expenditure for the whole two years. Currency exchange rates did not affect the budget in 

terms of contributions; they affected expenditure, and budget expenditure was not 
necessarily divided equally over the two years. What could be done and had been done under 
the system in force in WHO up to 1978 was to recalculate the entice budget on the basis of 

the new exchange rate in the first year of the biennium; for example, if that were done in 
May 1986 the additional contributions that would become due would have to be paid in 1987; 
the whole burden of the increase would thus come in the second year of the biennium. The 
disadvantage, as mentioned by the United States delegate, was that such an arrangement 

resulted inevitably in a supplementary budget. Throughout the 1970s, when that procedure was 
in force, there had hardly been a year without a supplementary budget, in view of the 

continuing decline of the dollar, and most governments had formulated very strong 
objections. If there was one thing governments disliked it was supplementary budgets, even 

if they were financed by casual income. The disadvantage of a supplementary budget compared 
with the use of casual income was very clear: a supplementary budget was an irrevocable 
appropriation of income to the Organization - income which might in fact not be needed later 
in the biennium if the dollar should rise again - while the use of the casual income facility 
was merely a conditional authorization to the Director -General, which did not affect the 
budget level, to use casual income up to a certain limit under certain circumstances which 
might, or might not, occur in the future. A supplementary budget not only raised the level 
of the budget; it also increased future budgets because any programme and cost increases in 
a budget were added to the level of the preceding budget, so that there was a cumulative 
effect. 

It was primarily for those reasons that that system had been rejected by Member States 
in 1979 and the casual income facility had been adopted. He pointed out that it had been 
adopted as a long -term measure, although every two years it was formally re- adopted in a 
resolution which applied to the future financial period. It had become permanent because 
Member States had derived considerable benefit from it. If it had been applied to the major 
regional office currencies already in 1984 -1985 the benefit to Member States would have been 
considerable. In 1978 and 1979, the first two years after the facility had been adopted, 

casual income to the extent of US$ 12.9 million had been used, but in the last six years the 

Organization, through the casual income facility, had transferred to the Casual Income 
Account exchange rate savings in the amount of US$ 38.2 million; there had thus been a net 
benefit to Members of over US$ 25.2 million because of operation of the casual income 

facility with respect to the United States dollar /Swiss franc relationship only. Although he 
had no objection to the United Kingdom delegate's proposed amendment stating that the 
facility was a short -term measure - because the relevant resolution would in any event apply 
only for a two -year period - he wished to point out that it would be very short -sighted to 

keep the facility for two years only, because it was very likely that in the next biennium 
(1988 -1989) the dollar would rise above the budgetary exchange rates that had to be fixed for 

that biennium later in the current year, thus resulting in savings that would be returned to 
Member States in the form of casual income through the extended casual income facility. 

In reply to questions on the increase in the facility, he said that in calculating the 
US$ 11 million, as he had tried to make clear in the report, the aim had been to give the 

same kind of protection to the regional components of the programme budget as that currently 
afforded to global and interregional activities. In order to determine how much additional 
casual income would be required to do that, the local currency elements had been isolated in 

the budgetary provision for global and interregional activities; i.e., that part of 

expenditure that was in Swiss francs or Swiss -franc -related, and therefore moved up or down 
in terms of dollars depending upon the exchange value of the dollar in relation to the 

Swiss franc. That local currency element had been found to be US$ 80 110 300. That was the 

amount protected by the present casual income facility of up to US$ 20 million. 
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Twenty million dollars was one- fourth of 80 million dollars. Consequently, if the local 
currency elements of the regional programmes were to be protected to the same extent as the 
local currency component of global and interregional activities, each region would need a 
maximum casual income facility that was approximately one -fourth of its local currency 
element. The local currency elements of each region had therefore been divided by four and 
the resulting amounts added up. The result, with some rounding off, was US$ 11 million. The 

protection would be afforded in the same degree to all components of the programme budget 
regardless of the precise level of any budgetary rate of exchange which had been, or might 
be, fixed in the future by the World Health Assembly for any currency. 

In reply to the delegates of Botswana and Australia he said that the casual income 
facility was very closely monitored and accounted for. The Director -General reported on it 
in each biennial financial report, as he has done with regard to 1984 -1985 in the last 

financial report, and he would continue to do so. It was a very transparent arrangement; 
each dollar was accounted for, its operation supervised by the internal and external 

auditors, and there were no winners and no losers, whatever the exchange rate might be. If 

there were not sufficient dollars to carry out the approved programme because of the lower 
exchange value of the dollar, -a computer programme calculated exactly each month for each 
allotment by how much that allotment should be increased; and, conversely, if the dollar 
rose there was a calculation each month, through a computer programme, as to how each 
allotment must be decreased. 

In reply to the United States delegate and others requesting information on the amount 
of casual income in the casual income account, he said that he had already indicated that 
US$ 8.7 million in arrears in contributions had been collected since 1 January 1986, and that 

amount had been deposited in the casual income account. He could not give precise figures 
for the other components of casual income, first, because some components of casual income, 
such as refunds and rebates, exchange differentials, savings on unliquidated obligations and 
transfers from the Revolving Sales Fund, were still uncertain; and, secondly, because, owing 
to some computerization problems in the Regional Office for the Americas, the 1986 monthly 
returns from that Regional Office had not yet been received. At a rough estimate, the total 
amount that could be attributed to the period 1 January to 30 April 1986, approximately 
US$ 14.3 million, had to be added to the balance of available casual income at 
31 December 1985, which would give an estimated US$ 53.8 million or 54 million dollars of 
casual income as of 30 April 1986. That was a very conservative estimate; it was quite 

possible that, when all the financial returns were in, the actual amount would be higher by 
one or two million dollars. As regards the casual income that WHO might have at the end of 

the year, it must be understood that he must not be held to any figure because there were a 

great many unknowns, including among others the movements of interest rates and the rate of 

collection of contributions, but he would envisage an amount of between US$ 77 million and 
85 million. 

The meeting rose at 17h40. 


