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THIRD MEETING 

Monday. 9 May 1988. at 9h00 

Chairman: Dr M.M. LAW (Canada) 

REVIEW OF THE FINANCIAL POSITION OF THE ORGANIZATION: Item 27 of the Agenda (continued) 

MEMBERS IN ARREARS IN THE PAYMENT OF THEIR CONTRIBUTIONS TO AN EXTENT WHICH WOULD JUSTIFY 
INVOLVING ARTICLE 7 OF THE CONSTITUTION: Item 27.3 of the Agenda (Document A41/8) 
(continued) 

The CHAIRMAN noted that discussion in the item had been concluded and invited the 
Committee to consider the following amended version of operative paragraph 4 of the draft 
resolution contained in paragraph 5 of document A41/8 proposed by the delegation of 
Venezuela. 

4. DECIDES: 

(1) that if, by the time of the opening of the Forty-second World Health Assembly, 
Benin, Chad, Comoros, Dominican Republic, Guatemala, Libyan Arab Jamahiriya and 
Sierra Leone are still in arrears in the payment of their contributions to an extent 
which would justify invoking Article 7 of the Constitution, and have not 
communicated their difficulty in making these payments and their intention to settle 
these arrears to the Director-General and have not made even a token payment, their 
voting right shall be suspended. 

Mr VIGNES (Legal Counsel) recalled that the Committee had already adopted a 
resolution contained in document EB81/1988/REC/1 on pages 5 and 6 (EB81.R8) which 
included a number of principles to be applied in implementing Article 7. At that time, 
the delegate of Venezuela had declared her intention of proposing an editorial amendment 
to operative paragraph 4 of the draft resolution contained in paragraph 5 of document 
A41/8. The proposed amendment before the Committee, however, not only omitted a number 
of countries but contained two conditions that were incompatible with the resolution 
earlier adopted by the Committee. In addition to the condition of being more than two 
years late in its payments, which was in accordance with the resolution adopted earlier, 
the proposed amendment sought to include two further conditions : that the countries 
concerned had not communicated their difficulty in making the payments and their 
intention to settle those arrears to the Director-General； arid that they had not made 
even a token payment. 

Dr RUESTA DE FURTER (Venezuela) said that, although the original intention of the 
Venezuelan delegation had been to present an editorial amendment, a closer reading of 
resolution EB81.R8, and in particular its second preambular paragraph, had raised the 
question of whether the terms of the draft resolution in dpcument A41/8 were indeed 
appropriate. Although commitments should be honoured, countries which were unable to pây 
because of problems related to their underdevelopment should be given special 
consideration. In addition, communications with some countries were not always 
satisfactory. For example, delivery of mail to certain of the countries listed in the 
draft resolution might well be less efficient than it was between one European country 
and another. No special efforts had been made to contact the countries concerned. 



Perhaps some of those countries were unaware that they were in danger of losing their 
voting privileges. The proposed amendment should be given favourable consideration as it 
mitigated the stringent terms of the draft resolution before the Committee. 

The CHAIRMAN invited the Committee to vote on the proposed amendment. 

After the vote, Mr VIGNES (Legal Counsel) stated that he had been informed that the 
required quorum for questions to be put to a vote had not been constituted. He explained 
that, under Rule 85 of the Rules of Procedure of the World Health Assembly, the quorum 
for the discussion of an item was one-third of the members of the Committee, whereas 
decisions could be taken only if a majority of members of a committee were present. That 
majority of members (i.e., 79 delegations out of the 157 members of the Committee) had 
not been reached when the vote was taken. At the request of a delegation he gave the 
results of the vote (28 in favour, 17 against and 15 abstentions). 

The CHAIRMAN suggested that it would be preferable to allow time for reflection and 
to defer taking a further vote on the proposed amendment until the quorum for a vote had 
clearly been reached. 

It was so agreed. 

USE OF ADDITIONAL CASUAL INCOME TO HELP FINANCE THE APPROVED PROGRAMME BUDGET FOR 
1988-1989: Item 27.5 of the Agenda (Document EB81/1988/REC/1, resolution EB81.R13 and 
Annex 9) 

PROGRAMME BUDGET REDUCTION FOR 1988-1989 PROPOSED BY THE DIRECTOR-GENERAL: Item 27.6 of 
the Agenda (Document A41/25) 

The CHAIRMAN recalled that item 27.6 had been added to the agenda in the light of a 
recent communication from the largest contributor concerning payment of arrears and that 
it had been agreed to consider that item together with item 27.5 because both items had a 
direct bearing on the financial crisis which the Organization was currently facing. 
Moreover, since the use of additional casual income to help finance the approved 
programme budget and the proposed programme budget reduction would require a revision of 
the appropriation resolution for 1988-1989, to be carried out by Committee A under 
resolution WHA31.1, a supplementary item had been added to the agenda of that Committee, 
entitled "Revised Appropriation Resolution for the financial period 1988-1989". That 
item was tentatively scheduled to be considered by Committee A at 14h30 on Tuesday, 
10 May, during which time Committee В would not meet. Since it was within the terms of 
reference of Committee A to recommend the budget level and the appropriation resolution, 
Committee В should concentrate on the use of additional casual income to help finance the 
programme budget for 1988-1989 and leave it to Committee Á to consider the reduction of 
the budget level and the text of the revised appropriation resolution, bearing in mind 
that Committee B's recommendation on casual income would serve as a basis for that of 
Committee A on the revised resolution. 

Professor MENCHACA (representative of the Executive Board) introduced the report of 
the Committee of the Executive Board to Consider Certain Financial Matters Prior to the 
Forty-first World Health Assembly on the programme budget reduction proposed by the 
Director-General (document A41/25). It would be recalled, in the first place, that the 
Director-General had informed the Executive Board and the Health Assembly that, if 
sufficient arrears of contributions were received by the end of 1987, he would recommend 
that an additional amount of casual income available at the end of 1986 should be applied 
to reduce contributions in the second year of the biennium 1988-1989, on the 
understanding, however, that if the critical financial situation persisted, the Board 
would have to decide in January 1988 on the steps to be taken to meet the shortfall in 
resources. Secondly, the Director-General had announced at the Fortieth World Health 
Assembly that he would examine the sectors in which the 1988-1989 budget could be reduced 



by an amount of about US$ 25 million; that decision had been taken on the assumption 
that the largest contributor would have paid its outstanding contributions for 1986 and 
1987 by the end of 1987, but if that were not to take place, he had not thought it 
possible to reduce the budget. Finally, the Director-General had announced on the same 
occasion that in any event he would propose for 1990-1991 a budget reduction in real 
terms of US$ 25 million as compared with the programme budget for 1988-1989 as approved 
by the Fortieth World Health Assembly. 

As at 31 December 1987, the shortfall in contributions for 1986-1987 had amounted to 
some US$ 56.2 million, the largest contributor alone owing US$ 38.1 million. In closing 
the accounts for the financial period 1986-1987, the Organization had been obliged, 
despite programme implementation reductions of some US$ 35 million effected during the 
current biennium, not only to withdraw the full amount standing to the credit of the 
Working Capital Fund, but also to borrow part of the available casual income to cover the 
shortfall. From the US$ 24.1 million of casual income at 31 December 1986 that had 
remained available after the appropriation by the Fortieth World Health Assembly of 
US$ 25 million to help finance the 1988-1989 programme budget, US$ 10.2 million had had 
to be borrowed under Financial Regulation 5.1 pending receipt of contributions. A 
balance of US$ 13.9 million thus remained available, and the Director-General had 
proposed that that balance be appropriated to reduce contributions of Members for the 
1988-1989 programme budget. He had further informed the Executive Board in January 1988 
that the continuing shortfall in contributions, particularly those of the largest 
contributor, did not permit him to envisage a reduction of the programme budget for that 
biennium. 

During the discussion of the subject by the Board, some members had expressed regret 
and concern about the continuing shortfall in the collection of assessed contributions. 
One member had proposed that the 1988-1989 budget be reduced by US$ 11 million and 
another that it be reduced by US$ 25 million, in addition to the proposed appropriation 
of additional casual income to reduce assessments； neither of those proposals had been 
accepted by the Board. Another member had considered it extremely imprudent to deplete 
casual income by a further US$ 13.9 million and firmly opposed any proposal to reduce the 
1988-1989 budget. The Board had finally agreed to the Director-General‘s proposal and 
decided by consensus to recommend to the Forty-first World Health Assembly the 
appropriation of US$ 13 961 000 of available casual income to help finance the 1988-1989 
budget and thus to reduce the assessments for that biennium. It had further been agreed 
that the Director-General should continue to review the possibility of reducing the 
programme budget for 1988-1989 if the largest contributor paid its arrears prior to the 
next Health Assembly and should keep the Committee of the Board informed of any new 
developments. 

A recent communication from the United States of America had announced a forthcoming 
substantial payment of arrears, leading the Director-General to propose in his report to 
the Committee of the Board that the approved effective working budget for 1988-1989 be 
reduced by US$ 25 million. That proposal had been approved by the Committee of the 
Board, which in its third report recommended the adoption by the Health Assembly of the 
revised appropriation resolution set out in paragraph 8 of Annex 1 to document A41/25, 
rather than that contained in resolution EB81.R13 originally recommended by the Executive 
Board. If the Health Assembly approved the proposal, the 1989 assessments for the 
effective working budget at present totalling US$ 314 990 000, would be reduced to only 
US$ 276 029 000; the increase in assessments of 25.64% over 1986-1987 would thus be 
reduced to 17.55%. 

Mr BOYER (United States of America) said that his delegation appreciated the 
Director-General‘s proposal for a budget reduction of US$ 25 million and endorsed the 
recommendation of the Committee of the Board. With regard to casual income, however, he 
pointed out that the practice in the past had been to help finance each budget by using 
the amount of casual income available at the end of the year preceding the adoption of 
the budget; thus, by May 1987, the full US$ 47 million of casual income available at the 
end of 1986 should have been used for that purpose. Yet the Fortieth World Health 
Assembly had authorized the use of only US$ 25 million of the total of US$ 49 million, 



and although the Executive Board had proposed the use of another US$ 13 million, the 
amount was still not all that was available at the end of 1986. Would it not be possible 
to adhere to the principle applied during the past two biennia? 

Dr DE SOUZA (Australia), referring to item 27.5, said that his delegation had no 
objection to the use of casual income to make up unforeseen shortfalls, but considered 
that persistent recourse to casual income to sustain unrealistic budgets was an 
imposition on those countries which paid their contributions in full and, in effect, 
penalized responsible behaviour. The full amount of casual income available at the end 
of 1986 - US$ 49 million - should therefore be used to reduce assessments during the 
current biennium. The Director-General and the Executive Board had proposed that, in 
addition to the US$ 25 million used to reduce assessments for 1988, a further 
US$ 14 million should be assigned to reducing the 1989 assessments, but it would surely 
be appropriate and in conformity with the Financial Regulations to use the remaining 
US$ 10 million or so for the same purpose. 

Dr SAVEL'EV (Union of Soviet Socialist Republics) welcomed the Director-General's 
proposal to reduce the 1988-1989 budget by US$ 25 million and reaffirmed his delegation's 
view that casual income should be used as far as possible to reduce the assessed 
contributions of Member States. 

Mr LUPTON (United Kingdom of Great Britain and Northern Ireland) said that the 
Australian delegate had quoted a figure of US$ 49 million for the amount of casual income 
available on 31 December 1986, while the delegate of the United States had mentioned one 
of US$ 47 million. Should these have been the same? He supported the view of the 
Australian delegate that all that casual income should be used to reduce Members‘ 
contributions. It included the amount borrowed in accordance with Financial 
Regulation 5.1, but seemed to exclude the US$ 13.9 million which was implicit in the 
resolution before the Committee. In view of the constraints imposed by the exchange 
equalization facility, to which casual income was in principle to be devoted, it would be 
useful to have some indication from the Secretariat of the likely demands on casual 
income for that purpose. Would it, in fact, be practicable to use all the available 
casual income to reduce assessed contributions？ 

Mr VOIGTLANDER (Federal Republic of Germany) said that, while his delegation 
welcomed the proposed budget reduction of US$ 25 million, it would be seen from 
paragraph 7 of Annex 1 to document A41/25 that the amount of US$ 25 million had to be 
transferred in the context of contingency planning. In his delegation's opinion, it 
would be preferable not to tie the transfer of that amount automatically to the reduction 
of the contingency plan. His delegation supported the proposal for the use of casual 
income made by previous speakers. 

Mr ONISHI (Japan), referring to item 27.5, said that in principle the total amount 
of casual income available should be used to reduce Members' assessments as far as 
possible. In view of the financial situation confronting WHO, however, his delegation 
could support the draft resolution. He also supported the proposal for a US$ 25 million 
reduction in connection with item 27.6. 

Dr RODRIGUES CABRAL (Mozambique) said that he shared the concern of the United 
Kingdom delegate and hoped that, before the resolution was approved, the Secretariat 
could give some explanation of the consequences of the use of different proportions of 
casual income on unforeseen adjustments in the budget due to exchange rate fluctuations. 

Professor B0RG0N0 (Chile) said that his delegation endorsed the budget reduction of 
US$ 25 million proposed by the Director-General, particularly since the Latin American 
group had clearly stated at the last Health Assembly that it would be impossible for them 
to continue to pay their contributions on time if the level of assessment continued to 
increase. On the other hand, he agreed with those delegates who had requested 
information on the use of casual income to reduce assessments in the context of its 
proper use for offsetting exchange rate fluctuations. 



Mr FURTH (Assistant Director-General) said that the Director-General entirely agreed 
that in principle all casual income which was available at the end of the year prior to 
the adoption of the budget should be used to help finance the budget - in other words, in 
normal circumstances, the entire US$ 49 169 131 of casual income that had been available 
on 31 December 1986 would have been made available to help finance the 1988-1989 budget. 
He could therefore well understand the logic of delegates who had asked why the 
US$ 10.2 million that had been borrowed from casual income available on 31 December 1986 
and had now been reimbursed should not now be used to help finance the 1988-1989 budget. 
He would try to give them the reasons why the Director-General, after very serious 
consideration, had decided to make an alternative proposal to the Health Assembly. 

It would be recalled that, at the end of 1986, some US$ 49.2 million of casual 
income had been available. Because of the foreseeable need to borrow casual income to 
meet expected shortfalls in contributions, the Director-General had proposed that only 
US$ 25 million of casual income should be appropriated in 1987 to help finance the budget 
for 1988-1989 and that he should keep in reserve the remaining US$ 24.2 million in the 
event that those funds would be needed to cover any shortfall in contributions and to 
prevent further reductions in the programme in addition to the US$ 35 million contingency 
reduction that had already been announced and implicitly approved. 

It would also be recalled that one year later, at the end of 1987, the shortfall in 
contributions had indeed been huge, totalling US$ 56.3 million, and that in order to 
cover that shortfall, the Director-General, after having made reductions of 
US$ 35 million in the programme budget and after having borrowed all the funds available 
in the Working Capital Fund, had had to borrow a further US$ 10.2 million from casual 
income to cover the shortfall. The remaining casual income available at the time, nearly 
US$ 14 million, had nevertheless been proposed for appropriation to help finance the 
1988-1989 budget, and the Director-General had stated that, if the situation improved 
radically prior to the next Health Assembly, he would see whether further casual income 
could be made available to help finance the 1988-1989 budget. 

The situation had not improved prior to the Health Assembly, although a new 
situation had developed as recently as Friday, 6 May 1988, when the last instalment of 
the payments announced in document A41/25, amounting to US$ 20 525 000, had arrived from 
the United States. Although the position of delegates who now wished to have an 
additional amount of US$ 10.2 million in casual income to be made available at once was 
quite logical, there were certain practical reasons and considerations of prudent 
financial management that militated against such a course of action. Delegates would 
agree that the management of WHO's resources had been very prudent in the past, while at 
the same time the Director-General had always kept in mind the interests of Member States 
and had always endeavoured to lighten the financial burden of Member States as far as 
possible. 

The financial situation of the Organization should first be considered as the 
Director-General foresaw its development over the next year or two. At the end of the 
past biennium, the United States had been in arrears for 1987 by about US$ 38.1 million 
and was now in arrears for the same year by some US$ 17.6 million: accordingly, even if 
the United States paid its assessed contributions for 1988-1989 in full, the first 
US$ 17.6 million could not be used to finance the 1988-1989 programme budget, since under 
the Financial Regulations that sum had to be put into the casual income account. It was 
impossible to predict at the present stage how much the United States would in fact pay 
for 1988-1989, but if payments in and for those two years were to be in the same 
proportion to the assessments as the payments made during the biennium 1986-1987 - about 
70% - the shortfall of income from the United States alone at the end of the current 
biennium would rise from slightly more than US$ 38 million at the end of 1987 to more 
than US$ 64 million at the end of 1989. It was therefore necessary to maintain the 
programme implementation reduction of US$ 50 million already planned for 1988-1989, 
either in the form originally proposed without a reduction of the budget level, or as now 
proposed by the Director-General, with a reduction of the budget level by US$ 25 million 
plus a programme implementation reduction of another US$ 25 million. It was also 
necessary to foresee the possibility of resorting again to internal borrowing in order to 
cover any remaining shortfall in income. Moreover, since it seemed unlikely at the 



present time that the exchange rate facility of US$ 31 million for 1988-1989 would 
suffice to cover additional costs arising due to the low exchange rate of the US dollar, 
the possibility of having to make additional programme reductions over and above the 
US$ 50 million reduction already foreseen could not be dismissed at the present stage. 
In addition, the Director-General might have to ask the Health Assembly next year, if the 
dollar continued to decline, that the exchange rate facility should be increased to a 
higher figure, as had been done in 1987. It therefore seemed that any casual income 
earned in 1988 should be used as a first priority to finance the US$ 31 million exchange 
rate facility, even though that facility might be insufficient, and any casual income 
that might still be available at the end of 1988 should be used to help finance the 
budget for 1990-1991. 

With regard to the Secretariat's projections for casual income, it would be seen 
from the Financial Report that the balance of casual income at 1 January 1988 had been 
about US$ 22.1 million. The Secretariat's estimate of what had been earned up to 6 May 
1988, including reimbursement of the US$ 10.2 million of casual income borrowed in 1987, 
was US$ 18.2 million, making a total of US$ 40.3 million of casual income available at 
present. It was now proposed that of that amount some US$ 14 million should be 
appropriated to help finance the 1988-1989 budget; an exchange rate facility of 
US$ 31 million would certainly have to be financed from available casual income, since 
otherwise programme implementation in 1988-1989 might be catastrophically affected; in 
addition, a small amount was needed to finance the contribution of Namibia. All that 
meant total requirements in casual income of a little over US$ 45 million, leaving at the 
moment a shortfall of some US$ 4.8 million. 

It was particularly relevant to look ahead to October 1988, when the budget would be 
prepared for the biennium 1990-1991. On the assumption that no more funds would be 
forthcoming from the United States between now and then, the casual income estimated to 
become available by the end of 1988 was US$ 50.8 million. After the US$ 45 million he 
had just referred to had been set aside, the casual income account would show a balance 
of only US$ 5.8 million, without taking into account any possible requirements of the 
Real Estate Fund. Members‘ assessed contributions would therefore rise a great deal in 
the 1990-1991 biennium. That was the situation which would arise from appropriating 
approximately US$ 14 million of casual income to help finance the 1988-1989 budget; if a 
further US$ 10.2 million of casual income was added to that figure, the casual income 
account would show a deficit of some US$ 5 million at the end of 1988, which would mean 
an even greater and probably unacceptable increase in Members' assessments. 

On the very best hypothesis - that the United States would pay all its arrears 
before the Director-General submitted the 1990-1991 budget to the Executive Board - the 
casual income available at the end of 1988 would be US$ 68.4 million, leaving 
US$ 23.4 million after the requirements of US$ 45 million to which he had referred. Even 
then, using another US$ 10.2 million of casual income to help finance the 1988-1989 
budget would mean that only US$ 13.2 million of casual income would be available at the 
end of the year for the 1990-1991 budget, as compared with US$ 49 million which would 
have been appropriated to help finance the 1988-1989 budget. That would result in an 
extremely large increase in Members' assessments in 1990-1991 over 1988-1989. 

Furthermore, the Programme Committee of the Executive Board had recommended to the 
Director-General that he base his 1990-1991 budget proposals on the same budgetary 
exchange rates as contained in the 1988-1989 programme budget in order to keep the budget 
level for 1990-1991 as low as possible provided that the casual income facility be 
maintained at the level of US$ 31 million or be even expanded. The recent fall in the 
exchange value of the US dollar had already proved the Programme Committee's 
recommendation to be unrealistic, and it was likely that if that recommendation were to 
be followed, the exchange rate facility would have to be expanded for 1990-1991. This 
could only be done if sufficient casual income were available. 

For all those practical reasons the Director-General had thought it would be 
advisable to keep US$ 10.2 million of casual income in reserve, but since he was fully 
aware of the concerns expressed by many Members about the level of their assessments and 



wished to lighten the financial burden of all Members, he proposed instead of a further 
appropriation of casual income a budget reduction of US$ 25 million. Such a budget 
reduction would give greater financial relief to Members than an additional appropriation 
of US$ 10.2 million in casual income, and it would be more in conformity with the prudent 
financial management policies that the Director-General had always tried to carry out. 

Mr BOYER (United States of America) said that his Government accorded the highest 
consideration to WHO and had therefore paid its 1987 contribution in full. Although it 
could not predict how much it would pay of its 1988 and 1989 contributions by the end of 
the years in question, its favourable attitude to the Organization surely suggested that 
the Secretariat was unjustified in assuming that its payments would amount to only 70% of 
its annual contributions. 

Mr FURTH (Assistant Director-General) pointed out that pursuant to the Financial 
Regulations of WHO, the United States still owed US$ 17.6 million for 1987. Some of the 
possible scenarios he had described were based on the assumption that the United States' 
assessed contributions for 1988 and 1989 would be paid in full during those years； even 
then, there would be a shortfall in its contributions because the first US$ 17.6 million 
received would have to go to the Casual Income Account as a payment of arrears for 1987. 

Mr BOYER (United States) said that his Government took the view that its arrears of 
US$ 17.6 million related to 1985 and 1986, not 1987. 

Mr LUPTON (United Kingdom of Great Britain and Northern Ireland) fully endorsed the 
view that prudent budgeting was necessary. Although his delegation would prefer greater 
use of casual income now rather than later, because that would mean a lower contribution, 
it would support the draft resolution annexed to document A41/25. 

Mr HAMMOND (Canada) agreed that the exchange rate factor should be given full weight 
in planning for the next biennium. However, it was not true to say that a US$ 25 million 
budget reduction combined with a cut of US$ 25 million in programme implementation would 
have the same financial effect as a US$ 50 million programme reduction, because the 
former would reduce income as well as expenditure. In his opinion, the Director-General 
should keep the latter course in mind as a possible means of staving off an income 
deficit. 

Dr DE SOUZA (Australia) supported the views expressed by the United Kingdom 
delegate. 

Mr FURTH (Assistant Director-General) said that, whilè he realized the force of the 
Canadian delegate's argument, the Director-General believed that a lower budget would 
encourage the United States and other major contributors to pay their contributions in 
full and on time. If it did not have that effect, there would be sufficient time to make 
further programme implementation reductions later in the biennium. 

Dr OKWARE (Uganda) asked what activities, in Africa in particular, could be affected 
by the programme implementation cuts. 

Mr FURTH (Assistant Director-General) said that the precise impact of the cuts of 
US$ 50 million was spelt out in document EB79/1987/REC/1, part II, Annexes 1 and 2. It 
was not yet possible to say how the proposed budget reduction of US$ 25 million would 
affect the position, but the Health Assembly would be able to examine the matter at its 
next session in connection with the 1990-1991 budget proposals. 

The CHAIRMAN said that, if there were no objections, she would take it that the 
Committee agreed that it should recommend to Committee A that US$ 13 961 000 of casual 
income be appropriated to help finance the 1988-1989 programme budget. 

It was so decided. 



MEMBERS IN ARREARS IN THE PAYMENT OF THEIR CONTRIBUTIONS TO AN EXTENT WHICH WOULD JUSTIFY 
INVOLVING ARTICLE 7 OF THE CONSTITUTION: Item 27.3 of the Agenda (Document A41/8) 
(resumed) 

The CHAIRMAN announced that the necessary conditions had now been satisfied so that 
the Committee could proceed to a vote. 

Mr LUPTON (United Kingdom of Great Britain and Northern Ireland) pointed out that 
some of the members now present might not have been in the conference room when the Legal 
Counsel had given his explanation concerning the difficulties posed by the proposed 
amendment in relation to the draft resolution contained in EB81.R8 approved by the 
Committee at its second meeting. It was disturbing to note that the text before the 
Committee might not be compatible with that earlier resolution. The Legal Counsel had 
given a convincing explanation, and it would be helpful if he could explain the position 
again both in order to ensure that all delegations were fully aware of the significance 
of what the Committee was being asked to approve and to make it quite clear that all that 
was involved was the suspension of voting rights and that no other sanctions were 
implicit in the text. 

Mr STAUR (Denmark) noted that it had been suggested that the text of operative 
paragraph 4(1) of the draft resolution contained in paragraph 5 of document A41/8 was too 
blunt and needed to be amended. The Venezuelan amendment, however, also introduced other 
issues. His delegation wished to propose an amendment to the Venezuelan amendment, to 
the effect that the words "and have not communicated their difficulty in making these 
payments and their intention to settle these arrears to the Director-General and have not 
made even a token payment" should be deleted. His delegation could then support the 
Venezuelan amendment. 

Mr TAYLHARDAT (Venezuela) explained that the purpose of the words which the Danish 
delegate wished to delete was to reflect the principles underlying paragraph 2 of 
resolution EB81.R8, which established the procedures to be followed if it became 
necessary to suspend a Member's voting rights and which stipulated that if a Member was 
no longer significantly in arrears the suspension would not take effect. 

Mr LORA REYES (Peru) said that Peru's original position had been that there should 
be no question of suspending a Member's voting rights because that Member did not pay its 
contribution owing to inability rather than unwillingness to do so. He was pleased to 
note that the current position of the Venezuelan delegation was very sympathetic to 
countries which could not pay their contributions even though they wished to do so. The 
words which the delegate of Denmark wished to delete were precisely those which provided 
for the possibility of verifying whether the Member concerned was unable to pay or 
whether there was a possibility of its making a token payment. He was therefore in 
favour of the amendment proposed by the delegate of Venezuela. 

Mr VIGNES (Legal Counsel) recalled that in his earlier statement he had reminded the 
Committee that at its second meeting it had approved the draft resolution contained in 
resolution EB81.R8, which laid down the condition which had to be fulfilled before the 
voting rights of a Member in arrears of payment could be suspended. All circumstances 
had to be considered. Subsequently, the Venezuelan delegation had proposed an amendment 
to another draft resolution whose purpose was the possible suspension, as from 1989, of 
the voting rights of a number of Member States. Voting rights only would be suspended, 
not services or projects benefiting the Member States concerned. However, the Venezuelan 
amendment contained as conditions for the suspension of voting rights not only the one 
stipulated in the resolution approved by the Committee at its second meeting, but also 
two further conditions which were in contradiction with that resolution - namely, that 
the Member had not communicated its difficulty in making the payments and had not even 
made a token payment. The delegate of Denmark had subsequently proposed that certain 
words should be deleted from the Venezuelan amendment. If that were done, the legal 
objection would be overcome, since the incompatibility between the two resolutions would 
have been removed. Furthermore, it must be borne in mind that under operative 
paragraph 4(3) of the draft resolution under consideration, Member States had the right 
to request restoration of their voting rights. 



Mr TAYLHARDAT (Venezuela) suggested that further discussion of his delegation's 
amendment should be postponed so as to allow time for contacts to be made with the 
Secretariat with a view to arriving at a text that would duly reflect the concerns 
expressed by the Venezuelan and other delegations and also take into account those 
expressed by the Secretariat. 

Mr LORA REYES (Peru) said that the resolution approved by the Committee at its 
second meeting was not in contradiction with the Venezuelan amendment, since it stated, 
in paragraph 2, that "Unless there are exceptional circumstances justifying a different 
measure, the Health Assembly will adopt a decision . . . " . One such exceptional 
circumstance would be the fact that a Member wanted to make its payment but could not do 
so for economic reasons or owing to a crisis or poverty. 

The CHAIRMAN suggested that the parties concerned should review the matter, which 
would then be taken up again by the Committee at a later stage, 

It was so agreed. 

INCENTIVE SCHEME TO PROMOTE TIMELY PAYMENT OF ASSESSED CONTRIBUTIONS BY MEMBERS : 
Item 27.4 of the Agenda (Documents WHA41/DIV/7, p. 6, decision EB79(11)； 
EB81/1988/REC/1, resolution EB81.R12 and Annex 8; and A41/18) 

The CHAIRMAN, after introducing the documents, invited the representative of the 
Executive Board to inform the Committee concerning the Board's discussion on the subject. 

Professor MENCHACA (representative of the Executive Board) said that the Board, at 
its eighty-first session, had examined a report by the Director-General, prepared at its 
request, concerning an incentive scheme to promote timely payment of assessed 
contributions by Members. The report was reproduced in document EB81/1988/REC/1, 
Annex 8. 

The Board had begun by considering the two possible methods for awarding incentive 
points which the Director-General had outlined in his report, finally preferring the 
"S-curve" to the "straight line" formula for two reasons. Firstly, it would both 
encourage Members to make their payments earlier and discourage them from delaying 
payment. Secondly, by January 1988, four of the five agencies within the United Nations 
system that had decided to introduce an incentive scheme had adopted the S-curve formula. 

The Board had then - after due consideration - recommended that incentive points 
should be awarded for all payments in respect of current year contributions and not 
limited to cases of full payment of contributions due. That was firstly because of the 
injustice that would be done by denying points to a Member State that might well have 
paid nearly all its assessed contributions； and secondly because four of the five 
agencies he had mentioned had already decided that incentive points would indeed be 
awarded for all payments made. 

The Board had gone on to recommend that only the 11 interest earned" component of 
casual income should be subjected to the scheme, since that was the income most 
immediately related to the timely payment of contributions. That again was consistent 
with the solutions adopted by the other agencies. 

Concerning the date of implementation, the Board had recommended that the incentive 
scheme be effective as from the programme budget for 1992-1993, to be approved in 1991, 
and be based on the record of Members' payments of assessed contributions for 1989-1990 
and the record of the casual income earned in those two years. Earlier introduction of 
the scheme was deemed inappropriate, since in accordance with WHO's financial system that 
would necessitate the retroactive attribution of points for contributions paid before the 
final decision was taken on the scheme itself. 



The fifth and last matter considered by the Board had been the minor changes in the 
Financial Regulations that the scheme would entail. 

The resolution submitted to the Health Assembly would be found in resolution 
EB81.R12 (document EB81/1988/REC/1, pages 9-10). To facilitate the Health Assembly's 
discussions, the Board had asked the Director-General to prepare a document (A41/18) 
illustrating the hypothetical consequences of applying the principles as outlined in the 
resolution to the assessed contributions for the financial period 1986-1987. 

Finally, the Committee should be informed that during the discussion, the Assistant 
Director-General had told the Board that the United Nations General Assembly had decided 
not to pursue the question of incentive or penalty schemes, especially as the experience 
of other organizations of the United Nations system did not yet provide a basis for 
evaluating the effectiveness of each scheme. On the question of the impact of the 
incentive scheme on the practice of the largest contributor, it had been pointed out by a 
member of the Board that because its fiscal year began on 1 October, payment by the 
United States could not be made before that date； the scheme would therefore be without 
effect as far as that Member State was concerned. Another member, stressing that moral 
incentives were preferable to rewarding Member States for paying their contributions on 
time, and that the interest earned from casual income should be used to further the goals 
of the Organization as a whole, had expressed reservations concerning the draft 
resolution. 

Mr FURTH (Assistant Director-General) said he would restrict his own comments to 
certain points arising from the practical application of the scheme, and its implications 
regarding Members‘ future contributions. 

The "S-curve" formula seemed complicated but its application was straightforward. 
At the request of the Board, the Director-General had presented, in document A41/18, 
information on the adjusted assessed contributions that would have been payable in 1986 
and 1987, based on the record of the assessed contributions for 1983 and 1984, had the 
incentive scheme been in operation at that time, and had it been completely ineffective. 
When the Secretariat had been requested by a Board member to prepare an information paper 
for the Health Assembly comparing the contributions actually paid in 1986-1987 by Member 
States with the amounts that they would have had to pay if the incentive scheme had been 
in effect at that time, i.e., based on their payment records in 1983-1984, he had 
responded that while such a document would be prepared, it should be understood that it 
could not give a true basis for comparison since, if the incentive scheme had in fact 
been in operation at that time, payments in 1983 and 1984 might have been made earlier by 
a number of Members, with the result that their contributions for 1986-1987 would have 
been reduced. The document was thus mainly designed to demonstrate how the computations 
were in fact carried out. 

Annexes 1 and 2 to document A41/18 gave complete details of the manner in which the 
interest income credit for 1986-1987 would have been calculated for each Member State, 
based on each Member's actual payment record of contributions for the years 1983 and 1984 
respectively. Annex 3 illustrated the manner in which the hypothetical contributions for 
the financial period 1986-1987 would have been calculated under the incentive scheme. 

He drew the Committee's attention particularly to Annex 4, which provided a 
comparison of actual assessments for 1986-1987 with the hypothetical assessments that 
would have been payable under the scheme. The Committee would notice the potential 
magnitude of the scheme's impact on contributions, which rewarded earlier payers and was 
a disincentive to late payers. 

If the incentive scheme were to be adopted with interest income credits first being 
applied as from the financial period 1992-1993, the incentive effect would nevertheless 
be felt very soon, since the base period which determined the amount of the credits would 
start next year, i.e., on 1 January 1989. Member States would therefore be encouraged to 
take whatever steps might be necessary to ensure earlier payment of contributions as from 
1989 in order to gain the maximum benefit from the scheme. The Director-General would 
notify Members of the scheme in June 1988. 



The effective date on which a Member State would be given credits for payments made 
would be the date on which one of the authorized bank accounts for payment of 
contributions would be credited with a deposit made by the Member State. 

Dr RUESTA DE FURTER (Venezuela) said that governments could not set the date for 
payments in an arbitrary fashion. Firstly, the fiscal year did not, in a number of 
countries, coincide with the calendar year. Secondly, even if the years did so coincide, 
a lag might well occur between the taking of a decision and the time when the 
administration was in a position to put it into effect. 

In many cases, circumstances beyond a government's control and deriving from the 
country's economic situation did not permit payment to be made as promptly and speedily 
as the government might have wished. Those considerations led her to believe that an 
incentive scheme such as the one described would not in fact constitute a real incentive 
but would rather tend to establish a system of benefits for some countries to the 
detriment of others. 

While the Director-General‘s proposals were clearly well-meant and sincere, it was 
to be feared that the resolution contained in resolution EB81.R12 could not be 
implemented with due regard to the spirit that underlay it but might lead, on the 
contrary, to inequality and discrimination that would run counter to the Organization's 
aims and principles. 

The main principle by which WHO was guided, and one that was fundamental to 
multilateral cooperation, was the principle of democratic equality, according to which 
all states had the same rights and duties. Among those duties was regular payment of 
their financial contributions. Failure to make such payment or delay in making it was 
penalized by withdrawal of the right to vote arid suspension of services. That was the 
only sanction provided for under the Constitution. The establishment of a scheme of 
incentives of the type proposed would amount to the imposition of sanctions of a new 
kind, not provided for in the Constitution. 

Paragraph 3 of Annex 8 of document EB81/1988/REC/1 bore out that assertion; it was 
clear from that paragraph that what was involved was not only to offer an incentive to 
Members to pay their contributions on time but also to impose penalties on those that 
failed to do so, probably for reasons beyond their control. For that reason, her 
delegation had serious doubts about the resolution proposed by the Executive Board; it 
would introduce a system that was in conflict with the principle of the equality of 
states. She therefore urged the Committee to reconsider its implications. 

Professor BORGONO (Chile) said that to provide for incentives could be a good idea, 
provided that the action taken remained within the constitutional framework of the 
Organization and respected the principle of equality between States. Certain theoretical 
advantages might, however, not emerge in practice. The morning's discussion was enough 
to show how difficult it was for certain countries to make timely payments. There were 
grounds for wondering whether the recommended scheme, if adopted, would really constitute 
an incentive for countries in arrears. Economic problems were not the only ones that 
would have to be faced by countries； there were also problems of procedure and delay. 
Account should, moreover, be taken of the fact that they had commitments and obligations 
in respect of other United Nations agencies and other organizations. The situation 
should therefore not be viewed exclusively in the light of the assessed contributions due 
to WHO. Failure to take account of that could lead to false conclusions. The delegation 
of Chile considered that the scheme in question would not work; it would consequently 
oppose the resolution recommended by the Executive Board. 

Mr LADSOUS (France) said that unlike those which had just taken the floor, his 
delegation approved unreservedly the recommendation before the Committee, for the simple 
reason that the scheme proposed met the criteria of justice and morality. The aim was to 
redistribute the interest earned on payments made at the beginning of the year. To share 
the benefit with those who paid late, in part or not at all was - he submitted - unjust: 



the advantage should in the first place go to those Member States which set the aims of 
the Organization above considerations of financial management, and thereby enabled WHO to 
function satisfactorily. 

To look at the matter from the opposite point of view, were not those States which 
paid their contributions early in the year penalized for doing so? To bank the sums in 
question would entitle them to interest. 

That being said, it was not a question of sanctions, penalities or discrimination 
with regard to any Member State, but of morality and justice. As the Assistant 
Director-General had pointed out, the document before the Committee was somewhat 
deceptive, in that it failed to take account of what would actually happen if the 
incentive scheme was adopted. He himself was ready to wager that were it to be adopted, 
many States would draw the necessary conclusions and arrange to pay their contributions 
earlier. 

Mr KOOIJMANS (Netherlands) asked why Member States received only the interest earned 
on components of casual income and not the entire income itself, as recommended by the 
Joint Inspection Unit. To be effective, the scheme should offer a substantial incentive, 
which should consist in principle of the redistribution to all Member States of casual 
income proportionately to the scale of assessment and according to the date of payment. 
His delegation would also like the scheme to come into effect before 1992-1993, and he 
wondered whether that was possible under current financial regulations and procedures. 

Mr LUPTON (United Kingdom of Great Britain and Northern Ireland) said that it was a 
pity that it should be necessary to provide a financial inducement to encourage Member 
States to fulfil their treaty commitments. He doubted whether the incentives proposed in 
the scheme would be sufficient to encourage early payment, since the country concerned 
could earn more interest by investing the money. Furthermore, the scheme amounted to 
condoning the breach of Financial Regulation 5.6 on the timely payment of assessed 
contributions. Nevertheless, his delegation supported the scheme on an experimental 
basis in the interest of the Organization's financial viability, and he suggested that 
the Executive Board should closely follow the progress made in other organizations of the 
United Nations system in respect of similar schemes. He would also like the Executive 
Board to consider including more than interest earned in the recycled funds used for 
incentives so as to avert the danger that there might be a negative amount of interest to 
recycle if the casual income should fall to the extent which the Assistant 
Director-General felt it might. He supported the delegate of the Netherlands in 
advocating that the scheme should come into effect sooner than proposed. 

Mrs LUETTGEN DE LECHUGA (Cuba) said that her delegation opposed the scheme since 
failure to pay contributions on time was most often due to economic difficulties, 
especially in developing countries. As pointed out by the representative of the 
Executive Board, the General Assembly of the United Nations had decided not to adopt any 
incentive scheme, as the experience of other organizations had failed to show that such 
schemes had any advantages. Furthermore, the fiscal year did not commence at the same 
time in all countries. If, for instance, it began in March or April, it would not be 
possible for the country concerned to pay its contribution before then. Such a country 
would never benefit from the incentive scheme under consideration, which would only 
benefit some countries and penalize those which for one reason or the other could not pay 
their contributions on time. It was a discriminatory measure that was in conflict with 
the Organization's constitution. Other more appropriate methods should be found to 
improve WHO'S financial position. Perhaps the Secretariat could provide some information 
on what positive results similar schemes had had in other international organizations. 

Mr LORA REYES (Peru) said that the scheme was one of penalties, not incentives. In 
Peru, even though the financial year began in January, funds became available only in 
April. Furthermore, it amounted to imposing a penalty on those developing countries 
which could not pay their contributions because of economic difficulties, a penalty that 
was not provided for in the Organization's constitution. The scheme was also unjust 
because it had the effect of increasing the contributions of some 100 countries. 



Mr VOIGTLANDER (Federal Republic of Germany) said that the late payment of 
contributions by Member States was posing an increasing threat to the Organization's 
financial position. Expressions of support for WHO's main goals, especially that of 
health for all by the year 2000, and the reports of the Executive Board and the 
Director-General on WHO's achievements contrasted with the tardy payment of assessed 
contributions. The problem was getting worse and the time had come to adopt an incentive 
scheme that would encourage timely payment. That was the way to be in harmony with the 
Constitution and the Financial Regulations of the Organization. The introduction of an 
incentive scheme would be an act of justice and fairness for those Member States that 
paid on time. His delegation therefore supported the scheme. It held no firm views as 
to when it should come into effect. 

Dr DE SOUZA (Australia) said that all Member States should pay their contributions 
on time and the proposed scheme was a useful and timely addition to the options available 
to achieve that goal. His delegation therefore strongly supported the scheme proposed in 
the draft resolution contained in resolution EB81.R12 and would vote in favour of it. 

The CHAIRMAN postponed further discussion of the item. She suggested that the 
delegates of Venezuela, Peru, Denmark and the United Kingdom should hold informal 
discussions with regard to agenda item 27.3, either to reach agreement on a common 
proposal or to make clear their differences. 

The meeting rose at 12h05. 


