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1. IntrocLuction 

1Д The Executive Board in Resolution EB21.R38
1

 requested "the Director-General to 

study the application of the percentage service charge in accordance with paragraph 2 

of Resolution EB9.R90
2

 and to report the results to the Executive Board at its 

twenty-third session". Also, within the last twelve months, the Organization has 

not been able to meet as expeditiously as was desirable requests for purchases of 

supplies needed urgently to meet emergency situations. 

1.2 Since both of these questions, with which the Board will need to deal, concern 

aspects of medical supply services to Member States, it seems appropriate to report 

to the Board in a single document. Faragraphs 1 - 6, and Annexes I and II of this 

report summarize experience to date and suggest possible alternative methods of 

dealing with the service charge; paragraph 7 is concerned with methods of dealing 

with emergencies; and Annex III reports the experience of the Pan American Sanitary 

Bureau in providing a similar service to its Member governments, 

2. rurchasing Service 

2.1 Annex I to this report shows an analysis of the purchases made for Member State 

during the period from the inception of the service in 1951 through 1958. It indica 

separately the number of line items purchased, the total cost including delivery 

charges and the amount of the three per cent, service charge. The following points 

emerge from this analysis 1 

1
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2.1.1 The annual volume of purchases for Member States was small for the years 

195З-1956. In 1952 there were substantial purchases of insecticides but these 

were commissioned prior to 31 January 1952, i.e. the date of the Board
1

s decision 

to apply a service charge, and no service charge was made for any of such purchases. 

In 1957 the total value increased appreciably because of procurement of substantial 

quantities of influenza, poliomyelitis and smallpox vaccines. 

2.1.2 In times of short supply of crucial commodities such as insecticides or 

to meet urgent needs for vaccines, the service has been utilized to a greater 

extent than otherwise. 

2.2 The Executive Board in Resolution EB9.R90 established the conditions under 

which WHO might undertake purchases on behalf of Member States, including in 

paragraph 1 (c) of that Resolution the following provisions 

"(c) Before WHO makes commitments on behalf of a requesting 
authority, funds equal to the total cost as estimated by WHO shall 
be deposited in dollars (or in such other currencies as may be 
required to effect the purchases) to the credit of WHO in such a 
manner that WHO can draw freely upon the funds to make payments, 
including partial payments, as they become due. The necessary 
funds shall be provided either by cheque or bank draft payable on 
sight to WHO or by irrevocable documentary credit payable to WHO 
upon demand.

n 

29J> In several cases payment arrangements have been set up by governments on the 

basis of letters of credit which involved terms that could not be met
9
 Either 

they have not made provision for payment of the 3 per cent, service charge, and/or 

have not taken account of points suoh as that WHO is not the supplier of the goods, 

and that shipments are not made from Geneva but may emanate from several different 

countries, also that since manufacturers
r

 stated delivery delays for many items of 

medical and laboratory equipment are lengthy, and are not infrequently exceeded, 

the validity of letters of credit needs to be of correspondingly long duration. 

Generally speaking, the work involved in purchasing for governments is greater for 

an equivalent number of line items than where the Organization is purchasing on its 

own behalf. More correspondence is necessary to define the contractual arrangements, 
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to arrange for payment in advance, to clarify and where necessary expand 

specifications and obtain the confirmation of the government, to submit offers if 

desired by the government or where alternatives are proposed by a supplier, to 

f o r W
a r d copies of purchasing and shipping documentation, and on completion of the 

transactions to submit a detailed statement of account and return any balance of 

funds. 

2Л In addition to purchases for governments, the service has been extended to 

the United Nations and the specialized agencies. These transactions total 

$ 56I 000 from the inception of the service through 1958; all but about $ 17 000 

w e
r e on behalf of UNRWA and ÜNKRA and no future requirements are anticipated from 

either of these Agencies. No service charge was made to UNRWA, since the 

agreement between WHO and UNRWA was interpreted as precluding such a charge. The 

service charge collected from ÜMKRA and the other Agencies amounted to $ 7950. 

These transactions were of a somewhat specialized character involving the purchase 

of 6800 line items, mostly for hospital, medical and teaching equipment and supplies 

and using only, or mainly, particular currencies specified by the Agencies. WHO 

incurred some additional costs for temporary clerical assistance and travelling 

expenses in carrying out this work amounting to approximately $ 4000. 

3. Information Service 

Зд m addition to actual purchasing, an information service provides answers to 

inquiries from Member governments and intergovernmental organizations as to 

specifications, sources and prices of supplies and equipment including the 

preparation of cost estimates stating the currencies required for purchase. 

Annex I I to this report lists the number of such i n q u i r i e s handled in each year 

a n d
 the number of line items involved. Whilst this analysis gives a rough measure 

of volume, it frequently happens that inquiries involving extensive preliminary 

investigations take more time than actual purchasing. It will be noted that the 

number of inquiries and the number of line items involved was appreciably higher 

in 1957 than in previous years. 



斗. Use of Services and Costs of Providing, the Services 

斗.1 The facilities provided by the Organization have been used by 28 Member 

States, of whom 19 have entrusted WHO with purchases on their behalf. A number 

of governments have used the service on several occasions, others for single 

transactions. 

4

'
2 T h e c o s t

 ofjbroviding this supply service may be divided into two categories: 

� .
2

.
1

 Actual out-of-pocket expenses - cables, long-distance telephone calls, 
postages, etc^. ~ ~

 : 

These occur particularly in relation to urgent vaccine requirements because 

of the necessity for rapid location of supply sources, purchase and dispatch. 

For the more lengthy lists of hospital, laboratory or pharmaceutical supplies and 

equipment etc., out-of-pocket expenses of this type are generally negligible. 

斗.
2

.
2

 The cost of staff to provide the service 

It will be noted that the number of line items dealt with as purchases and 

inquiries on behalf of Member States has never exceeded 600 in any one year. The 

extra workload involved in providing the service has thus not so far been significant 

and no additional staff has had to be employed, except as indicated in paragraph 2.4. 

5. Percentage Service Charge 

5.1 To Member States 

The amount of 3 per cent, service charge received by WHO, and the amount of 

the workload involved, have not so far been significant, and if no charge at all 
w e r e t o b e m a d e

 the financial difference might be expected to be small. Moreoever, 

a number of these purchases appears to be in furtherance of an activity planned or 

carried out with the assistance of WHO and, under such circumstances, there appears 

to be little justification for WHO to make a charge for purchasing the supplies. 

In the case of the Pan American Sanitary Bureau (see Annex III) the revenue from 

this source is reaching appreciable proportions. In addition to the importance 

of the revenue aspect to the Pan American Sanitary Bureau, the Director of the 

Bureau believes that the deletion of the service charge would add very considerably 

to the volume of the workload of these transactions in the Americas which, so far, 

have Ьеец held at a reasonable level. 
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W h e n
 defining its future policy concerning a service charge to Member States 

t h e
 Directo-,：-General sugge.ts that the Executive Board may wish to consider th^ee 

possibilities» 

( a
) то c o n f i é the existing procedures whereby a 3 per cent, service charge 

i s
 applied to all purchases except emergency supplies covered by Resolution 

EB21.R38. 

(b) To discontinue the service charge. 

(
C
) To maintain the service charge at 3 per cent, but to limit its 

application to purchases which are not related to an emergency nor to an 

activity planned or carried out with the assistance of WHO. 

5.2 To the United Nations and the Specialized Agencies 

It is suggested that there may be advantages in having some flexibility 

conceding the charges for purchasing services rendered Ъу Ш0 to the United N a t i f s 

a n d
 the specialized agencies. The normal practice governing the provision of 

s e r
vices by the United Nations to the specialized agencies is to assess the 

c h a r g
e s for work perfo^ed so as to include at least an estimate of the cost of 

t h e
 staff directly occupied in such work and any direct expenses incurred. 

m i 6
h t , in some cases, exceed the 3 per cent, service charge. Ш the case of 

m e d
i c a l services to refugees WHO 卿 , a s in the case of U N腿 , a l r e a d y be P - Ы 

m e d
i c a l staff or technical advice on medical aspects and on account of the affinity 

of the woic with that of WHO it may be preferable either not to ma.e a charge or 

to charge only out-of-pocket expenses incurred. Occasionally, as a matter of 

convenience, it has happened that UNICEF has requested WHO to P-chase certain 

items for joint programmes. Similarly, WHO occasionally obtains certain special 

requirements through UNICEF. In view of the variety nf circumstances and 

considerations involved it is suggested that for supply work which шау be carried 

o u t
 for the United Nations or a specialized agency, the Director-General should 

be free to negotiate charges either by way of a percentage of Purchases or otherwise 

o r
 to perform the work without charge in those cases where he considers that the 

interest of WHO in the particular activity or project warrants so doing. 



6. Payment for Normal Purchases 

6.1 Whilst some governments do not appear to encounter difficulty in making 

payments in advance to W ) for the purchase of goods, the financial practices of 

other governments are apparently not so readily adaptable to the provision of 

cash in advance for this purpose. For this reason a few governments have raised 

documentary credits in favour of WHO to cover the estimated cost of supplies. Por 

the reasons stated in paragraph 2.5 these documentary credits have generally；.proved 

unworkable. 

6.2 Pan American Sanitary Bureau experience (see Annex III) indi ates that the 

countries of the Americas in the main are paying cash in advance or are providing 

simplified letters of credit which, for practical purposes, are equivalent to the 

provision of cash. Unless funds in advance are provided by one or other of these 

methods the Pan American Sanitary Bureau does riot undertake purchasing on behalf 

of a Member government. 

6.3 Judging from the experience of the Pan American Sanitary Bureau it seems 

reasonable to assume that as the service and its methods of operation become better 

known and precedents for advance payments to WHO become established, the require-

ment for cash in advance will be more readily understood and will not present a 

problem f"Г those purchases which are not of an emergency character. Por these 

reasons it is suggested that the WHO procedures relating to the provision of funds 

in advance for non-emergency purchases should conform with that described in 

Annex III. 

7. Emergency Purchases 

7.1 Under present procedures rer
A
msts for urgently needed medical supplies to 

meet emergency situations can be put forward by governments to WHO either by 

advance payment of the estimated cost or as an application for assistance out of 

the Executive Board's Special Fund. The Executive Board in Resolution EB21.R38
1 

authorized the Directо沪-General if so requested by governments to waive the 

3 per cent, service charge in cases of emergency. Waivers were granted for 

purchases totalling $ 16 000 made on behalf of three governments in 1958. 

1
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7.2 Compliance with the requirements of EB9.R90 (see paragraph 2.2) for advance cash 

payment or an acceptable Letter of Credit is time-consuming when there is an urgent 

need for immediate delivery, and the Organization has, within the last twelve months, 

been subjected to criticism for delaying such purchases until funds have been received. 

Applications for WHO assistance out of the Executive Board Special Fund, cannot normally 

be a rapid procedure unless the Executive Board happens to be in Session at the time, 

whioh is unlikely. Sutoission of applications in writing to Board Members is not a 

very satisfactory procedure and gives no opportunity for exchange of views, 

7.3 The practical problem is how to get the supplies moving without waiting for the 

funds to arrive. Whilst the Executive Board Special Fund is a necessary and useful 

provision in cases where the extent of the emergency is greater than the country can 

finance unaided, this procedure cannot normally operate with the rapidity which is 

the prime necessity. The solution adopted by the Pan American Health Organization 

(see Annex III) is the Emergency Fund administered by the Director. A similar 

solution might be adopted by WHO but this would entail adding to the existing number 

of special accounts. A simpler and more direct procedure would be to authorize the 

Director-General to extend reasonable credit facilities to Member governments for the 

purohase of supplies and equipment to meet health emergency situations. A limitation 

might be set to the amount of credit to be extended to any one Member government in 

the amount of $ 25 000. This would permit rapid purchases and shipment and would 

give the government time to complete its financial arrangements. 

7.4 The funds to permit reimbursable purchases for Member States to meet emergencies 

might be found by authorizing the Director-General to draw upon the Working Capital 

Fund up to an aggregate sum not exceeding $ 100 000 at any one time. Repayments 

by Member States would be applied to liquidate their indebtedness thereby restoring 

the Director-General
1

 s authority for further drawings against the Working Capital 

Fund for similar purposes. 

7.5 For purposes of implementing such a procedure, the Director-General would 

propose to define emergency purchases as "the essential supplies and equipment 

required to combat an unforeseen, serious and immediate threat to national public 

health". 



ANNEX 工 

PURCHASES MADE ON BEHALF OF MEMBER STATES 

Year Line Itetos Cost $ Service charge ф 

1951 3 77 655 (not applicable) 

1952 6 1 157 794 -

1953 99 51 620 1 225 

1 9 5 � 2 18 009 
” 3 

1955 562 Ik 708 4 0 � 
1956 241 28 490 733 

1957 39 358 56k 10 049 

1958 227 91 221 2 187 

1 179 1 778 059 15 031 
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ANNEX II 

INQUIRIES HANDLED ON BEHALF OF MEMBER STATES LISTED 
Ш TERMS OF THE LINE ITEMS INVOLVED Ш EACH INQUIRY 

Year Line Items 

1952 

1953 23 

1 9 5 � 1 

1955 17 

1956 23 

1957 415 

1958 11 

533 



ANNEX III 

THE SUPPLY SERVICE OPERATED BY THE PAN AMERICAN SANITARY BUREAU 
FOR ITS MEMBER GOVERNMENTS 

1. The Pan American Sanitary Bureau has been operating a supply service for its 

Member governments for a number of years at a service charge of 3 per cent. The 

Executive Board took into account the Pan American Sanitary Bureau experience when 

establishing the conditions under which the WHO service should be operated, including 

the amount of percentage service charge. 

2. The Fan American Sanitary Bureau earnings from the service charge amounted to 

$ 21 500 in 1955, $ 25 000 in 1956 and $ 钰7 ООО in 1957. In order to handle the 

present purchasing volume, and including the substantial amount of work involved in 

the provision of cost estimates which do not result in purchases, the major portion 

of the time of the supply staff of the Bureau is occupied in this manner, 

3. The Bureau has always insisted upon cash or a letter of credit payable against 

a simple receipt and in US dollars. The Bureau has been able to maintain this 

position in spite of its being at variance with commercial practice and normal 

Treasury routines in some states. The Bureau requires that each letter of credit 

makes a specific provision for the J> per cent, service charge and, with rare 

exceptions, also permits any number of partial shipments. Other requirements are 

that the letter of credit shall be valid for at least six months and quantities 

shall always be stated as being approximate. 

4. The Directing Council of the Pan American Sanitary Bureau has also created an 

Emergency Fund of $ 5〇 000 to be used by the Bureau to provide immediate relief to 

Member countries in cases of unforeseen emergency health problems. The pertinent 

portion of this resolution follows (Resolution II of the Third Meeting of the 

Directing Council): 
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Annex III 

"The Directing Council 

RESOLVES 

(l) to create the Emergency Fund from existing surplus at the end of 
the fiscal year of the Pan American Sanitary Bureau, December 19^9, 
the sum of $ 50 000 shall be set aside and deposited in dollars (USA) 
in a bank in Washington, D.C., and this Fund shall be administered by 
the Director or by his authorized representative. Reimbursement to 
the Emergency Fund shall be made by refunding through payments from 
countries that may receive materials for emergency services, or by 
orders approved by the Executive Committee chargeable to the general 
funds of the Bureau. The Executive Committee and the Directing Council 
shall receive reports pertaining to the use of such funds." 

Reports of the utilization of the Fund are presented regularly to the Directing 
Council and, in almost all instances, the recipient countries refund tha expenditures 

made on their behalf. The 3 per cent, service charge has not been applied to 

expenditures made from the Emergeocy Fund. 


