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The World Bank

Washington, D.C. 20433
U.S.A.

ISMAIL SERAGELDIN
Vice President
Environmentaliy Sustainable Development

June 30, 1995

Mr. James D. Wolfensohn:
Subject.: Briefing Note on Bank/FAQ Collaboration

|§§Q§S Stal_tgmem:

You will be meeting Jacques Diouf, Director General of FAO, next week at the
ECOSOC meeting.

The Bank has a number of collaborative activities with the FAO. However, there
is one outstanding issue which Mr. Diouf may raise: The financing of the FAO/World
Bank Cooperative Program (FAO-CP).

Bank managers working on agriculture have concluded that the financial
arrangements for the program are no longer in the Bank's interest and the program should
be gradually phased down. In contrast, Mr. Diouf still believes that the program should be
expanded over time.

Background:

The FAO-CP: A collaborative agreement between FAO and the Bank. known as
the "Cooperative Program" has been in existence since 1964. That agreement provides a
framework for broad collaboration between the two institutions, but more specifically
established a core staff within FAO to work directly with the Bank. The FAO unit
(known as CP/FAQ) primarily assists in the preparation of projects, sector work and
supervision of Bank assisted projects. The agreement provides for FAO to contribute
25% to the costs of the program with the Bank. The size of the Bank's contribution in
FY95 was $10.1 million, corresponding to about 53 staff years of support from FAO
(about 40% provided by consultants). CP/FAO typically participates in about one third
of the Bank-assisted projects prepared each year in the agriculture and natural resources
sector.



Mr. James D. Wolfensohn

(]

June 30, 1995

Positive New Developments: Since Mr. Jacques Diouf took the position of
Director General in January 1994, both FAO and the Bank have sought to expand

collaboration and work program linkages with other parts of FAO. Several new areas of
cooperation have subsequently developed. including a program to promote integrated pest
management (IPM) to minimize pesticide usage in agriculture, joint efforts to promote
food security in Africa, development of indicators to monitor trends in land quality at the
national and global levels. the execution by FAO of a $4 million component of the Bank's
Emergency Grant to Rwanda, and contributions to the preparation for the World Food
Summit being organized by FAQO for November 1996. Scope exists for further expanding
this collaboration to the mutual benefit of both institutions. Areas currently under
discussion include a Global Water partnership with UNDP and FAO and selected work in
forestry. Attached is the most recent exchange of correspondence between M. Diouf and
myself. This you may wish to discuss with Mr. Diouf.

The Budget [ssue:

Changes are needed in the financial arrangements of the Cooperative Program, in
line with the Bank's adoption of dollar budgeting. Following several letters to FAO, we
have begun to phase out the system ot funding the Cooperative Program through the
Bank's administrative budget, at levels which were largely supply determined, i.e. by the
size to which the program had grown. rather than by the demands from operational units
for FAO assistance. By July 1, 1998 we plan to completely phase out the special budget
allocation for FAO, but anticipate demand will continue to come from Bank operational
units for FAO support. This would be paid for through the regular administrative budgets
of individual Bank units. In the interim, the guaranteed level of Bank funding for FAO
would ratchet down. The budgetary resources freed-up would be allocated to the Regions
as discretionary funds ( i.e., not necessarily for financing services from FAQO). The
guaranteed level of funding for FY96 that has been discussed with FAO is $8.4 million.
Another $0.5 million would be provided by the Bank to finance services under the newly
created IPM program mentioned above. The transition period (FY94 through FY98) is
needed to allow FAO to adjust to the more market-oriented approach. The 1964
Cooperative Program Agreement also obligates the Bank to pay for FAO staff
redundancies caused by any change made by the Bank in the financial arrangements.
This we expect to avoid through the phasing down process.

Status of Official Correspondence:

The Bank has sent several letters to FAO advising them of the changes being
introduced. There is attached a chronology of the correspondence between the Bank and
FAO regarding the changes in the Cooperative Program. In the responses from FAO,
Jacques Diouf has not specifically agreed to the changes. In particular, we understand, he
did not want to discuss modifying the Cooperative Program Agreement during the first
year or so of having taken over as DG of FAQO.



Mr. James D. Wolfensohn
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June 30, 1995

Conclusion:

We believe it is time to again raise this matter with him and to continue with the
changes in the financial arrangements that we have begun to implement.

(Mr. Alex McCalla, our Director of Agriculture and Natural Resources, will be
visiting Rome on July 20 and 21 and would be happy to discuss any of these matters
further.)

Sincerely,

Ismail Serageldin |
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Ismail Serageldin ( ISMAIL SERAGELDIN )
Alexander McCalla, AGRDR ( ALEXANDER MCCALLA )
85028

Briefing Note: Bank-FAO Collaboration - Appendix A

Ismail,

The following provides a chronology of the main
correspondence and key points raised between the Bank and FAO
regarding the changes in the Cooperative Program Agreement.
Copies of the actual texts are being sent to you by paper mail.

March 12, 199%92. Letter from Mr. Rajagopalan to Mr. Saouma
suggesting a review of the arrangements between the Bank and FAO
regarding the Cooperative Program (CP). As a result, Mr. Hjort
visited the Bank on July 1992 and discussed the CP program with
the Bank’s staff. This was followed up during a visit by Mr.
Rajagopalan to FAO in Rome.

April 13, 1993. Letter from Mr. Rajagopalan to Mr. Saouma
advising that the Bank wished to change the financial
arrangements of the Cooperative Program.

April 16, 1593. Mr. Saouma replied to Mr. Preston expressing -
some surprise and requesting further details and explained the
possible financial consequences of an abrupt termination of the
contract. This letter also refers to a meeting betwesn Mr.
Rajagopalan and Mr. Saouma on March 19, 1993.

April 28, 1993. Mr. Preston replied to Mr. Sacuma that the Bank
wanted to fundamentally alter, in a mutually satisfactory manner,
the Cooperative arrangements regarding the CP program. Mr.
Preston suggested that the CP collaboration would need to be
organized on the basis of constantly changing market demands.

June 25, 1993. Letter from Mr. Saouma to Mr. Preston arguing
some of the points in Mr. Preston’s earlier letter of April 23,
1993 and appointing Mr. Andre Regnier and Mr. David Forbes-Watt
to negotiate these issues further with the Bank.

January 19, 1994. Mr. Diocuf (who took over the position of
Director General, FAO, on January 1, 1994) wrote to Mr. Preston
confirming the importance he attached to continuing the strong
cooperation and suggesting a meeting with staff of the FAO
Investment Center to strengthen arrangements for FAO-Bank
cooperation.



March 4, 1994. Letter from Mr. Serageldin to Mr. Diouf referring
to an agreement in principle to reinforce cocoperation between FAO

- L

: -
and the Bank albeit with a reduced guaranteed budget.

March 8, 1994. Mr. Regnier, replying on behalf of Mr. Diocuf,
expressed concern at the proposed reduction in the Bank’s
financial commitment to the CP, suggesting instead that
cooperation could be strengthened by having a two-year jointly
agreed program.

July 1, 1994. Mr. Serageldin wrote to Mr. Diouf as a follow-up.
to a meeting held the previous month. That letter confirmed that
the Bank would maintain the funding over the period 19%4-385
biennium at the FY%4¢ level. That the FY95 budget allocation to
CP would be $10.134 million, (in line with requests from the
regions) and that additionally some $0.525 million (i.e., the
difference with the FY94 allocation) would be available for a new
type of collaboration; an IPM facility was proposed in line with
other discussions that had been taking place. The letter
reaffirmed the Bank’s desire to change the financial arrangements
such that by July 1, 1998, Bank financing of the joint work
program would come from normal budgetary resources.

August 18, 1994. Mr. Diouf replied to Mr. Serageldin welcoming
the confirmation of the Bank’s allocation for FY95 and noting
that he was aware of the Bank’s wish to move from the established
system of a priori allocations, and agreeing that the Bank’s
budget allocation for FAO as incremental to Bank divisional
budgets was not adequate. The suggestion was for a two-year
joint work pregram to be put in place. The letter also argued
for a special global Bank allocation for FAO to provide a safety
net for recruiting and maintaining expertise in FAO available on
request from the Bank. (This relates to Paragraph 6 of the 19564
Cooperative Agreement which obligates the Bank to pay the costs
of any staff redundancies caused by changes to the agreement
introduced by the Bank. There was no time limit on this
condition and the Legal Dept. has confirmed that the condition
still stands. (ref. memo from Mr. Rigo, dated April 26, 19594.)

January 24, 1995. Mr. McCalla wrote to Mr. Regnier informing FAO
of the impact the Bank-wide budget cuts would have on the FAO
allocation for FY96 and rezffirming the Bank’s intentiocn to
reduce the guaranteed level of funding to FAO, phasing it out
entirely by July 1, 1998. For planning purposes, the proposed
FY96 allocation for FRO was given as $8.5 million. The letter
rejects the idea that the Bank take responsibility for a "global
safety net" and stated that the Bank wished to change the
Cooperative Program Agreement, and eliminating all staff
liabilities for the Bank by July 1, 1998. The letter stated our
desire to initiate the drafting of a new Cooperative Agreement.

There has been no reply from FAO on the matter since then.



June 14, 1995. Memo sent from AGR to Mr. Serageldin and to
Messrs. Krishna (LEG) and Ahmed (PBD) proposing a follow-up
letter to Mr. Diouf and a suggested amendment to the Cooperative
Agreement. (The changes suggested by Mr. Krishna are currently
being incecrporated, however, further discussicons are ne=sdad
before finalizing the recommended changes.)

CC: Douglas Forno ( DOUGLAS FORNO )
ca: INSTITUTIONAL ISC FILES ( INSTITUTIONAL ISC FILES ®@Al1@WBW



DRAFT (to be printed in Mr. Serageldin’s-{etterhead)

June 27, 1995

Mr. Jacques Diouf
Director General

FAO

Via delle Terme di Caracalla
00100 Rome, Italy

Dear Jacques,

Thank you for your letter of 16 June. I am very pleased with our evolving
partnership which is now much broader than it has been in the recent past.

Let me comment only briefly on the items you raised:
Global Water Partnership

I believe all is proceeding well on this front. We look forward to working with
your Land and Water Division to work out the operational modalities.

@ Forestry
[ agree with your approach and analysis in this area. We agree that the next step is
for the World Bank, UNDP and FAO to discuss modes of collaboration and the
identification of possible countries. We can take the leadership in setting up such a
meeting, if you wish.

Integrated Pest Management

The Facility is approved at this end. What remains is a formal agreement between -
the Bank and FAO. [ will write you a separate letter in this regard.

Indicators of Sustainable Development
I will respond to your letter of 9 June separately. However, let me say that [ share
the two concerns you raised about indicators in general. That the work should assist

countries in deriving their own indicators and that they should not be an end in themselves
but rather an input into decision making.

RCA 248423, 0 WUI 64145 L FAX (202) 477-6391



Mr. Jacques Diouf Lol | June 27, 1995

Finally, [ note that Mr. McCalla will be arriving in Rome on July 19 and will be
available for meetings on July 20 and 21. [ believe he has written vou in this recard and I
sincerely hope you and appropriate members of your staff will be able to further explore
areas of cooperation with him. ‘

Yours sincerely,

Ismail Serageidin
Vice President
Environmentally Sustainable Development

cc: Mr. Alex F. McCalla, AGRDR
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Food and Agriculture Orgamzatlon of the United Natmns

Liaison Office for North America

Telephone: Area Code 202
Director: 653-2400/1
Administration and

Personnel: 653-2398/9
Economics: 653-2458
Fellowships: 653-2453
Library: 653-2402

23 June 1995

Dear Mr. Serageldin.

) ke o ¥ P
% us..”:a Cii et l'}
ES{
JWIS.@ B{Fgef} Northwest

“asl'ungton JOeC. 20437

CABLE: FOODAGRI WASHINGTON
TELEX: 64255
FAX: 202-653-5760

[ am pleased to enclose herewith the original copy of Director-General Diouf™s

letter of 16 June concerning cooperation of the World Bank and FAO on issues of

commorn Concerm.

Sin

ely yo

Ml

Executive*Office
Officer-in-Charge

Mr. Ismail Serageldin

Vice President
Environmentally Sustainable
Development

The World Bank
Washington, DC

Enclosure



FOOD AND AGRICULTURE ORGANIZATION OF THE UNITED NATIONS

The Director-General

Rome 15 VL1995

TCI-DG/95/ €871

'j:m«y/

Dear Mr}eragcldin,

Thank you for your constructive letter of 31 March which was received in
my office in early May.

It strengthens my conviction that there is much to be gained by both the
World Bank and FAO from strengthening our cooperation on issues of common
interest. We share the same concerns over the growing pressures on global natural
resources and the same sense of urgency in addressing the persistent problems of
food insecurity still faced by far too many people. We can confront these issues
much more effectively by pooling our resources and expertise rather than by
working separately.

I have consulted with my colleagues on each of the topics touched upon in
your letter with the objective of putting forward proposals of a highly operational
nature for further collaboration. I am writing to you separately on the World Food
Summit. but take up the other points in the following paragraphs.

Global Water Partnership

I reiterate FAQ’s interest in cooperating with the World Bank and UNDP as
members of a Global Water Partnership. Initial discussions have taken place on
this between the Land and Water Division and Mr. Brian Grover of the World
Bank, but we still have to clarify how the Partnership will tie in with present
structures and programmes. including the programme on Water for

Mr. Ismail Serageldin

Vice President

Environmentally Sustainable Development
The World Bank

Washington D.C.
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Sustainable Development (WASAD). We look to the Partnership to contribute to
the strengthening of regional and national capacities to manage water resources in
an efficient manner, taking particular account of the role of water in enhancing
food security and in contributing to sustainable rural development. 1 expect the
staff of FAO’s Land and Water Division to be fully involved in further work on
the concept of the Partnership and in working out the operational modalities.

Forestry

We strongly support an intensified cooperative approach involving UNDP,
the World Bank and FAO, targeting developing countries with large forest
resources and aiming at strengthening their capacity in sustainable forest
management. This is in line with the UNCED Agenda 21 call for the
implementation of national forest action programmes. A review of the information
available at FAO on progress made by countries in national programmes on forests
and on the current support by the international community shows that some
countries in Africa, Asia and Latin America are much in need of the kind of joint
cooperative support which FAO, UNDP and the World Bank could offer.
Examples of such countries are:

Africa: Guinea, Uganda and possibly Angola
Latin America: Mexico and Venezuela
Asia: Cambodia. In addition, a review of the scope

for and feasibility of such support to China and
India, which are characterized by large and
complex situations, deserves special attention.

It is clear that in all cases the willingness of each country will need to be
ascertained and that it would be important to involve in an early dialogue other
potential partners such as the bilateral donors and the European Union. FAO’s
Forestry Department would welcome an early opportunity to discuss the
organization of collaborative activities in more detail with the World Bank and
UNDP, and to arrive at a tentative selection of countries.

Integrated Pest Management

As I indicated in my letter of 28 April 1995, FAO is strongly committed to
co-sponsoring the IPM Facility and we are anxious that this be launched as soon as
possible. '

Indicators of Sustainable Development

I welcome the importance accorded to this topic by the World Bank which,
as stated in my letter 1o you on this matter of 9 June 1995, is also of high priority
for FAO. We presently have indicator activities under way related to
policy analysis. forest management and land quality. These are in addition to the
substantial work we undertake relating to agricultural statistics.
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I wish, however, to emphasize two concerns on this topic. First, that the
work on indicators should directly assist countries in deriving their own national
and local indicators which meet their particular needs and, second, that indicators
should not be an end in themselves but lead to improved decision-making on
resource use. Thus, indicator work must be accompanied by the establishment of
decision-support tools and training that countries can use to undertake planning,
technical analysis and consideration of alternative development scenarios.

I look forward to continued collaboration with you on this subject. Please
advise your staff that Mr. Henri Carsalade, Assistant Director-General, Sustainable
Development Department, serves as the overall focal point in the Organization for
issues related to indicators of sustainable development.

1 and my senior staff will be delighted to welcome Mr. Alex McCalla to
Rome to explore these and other potential arcas of mutual cooperation in greater
depth. ‘

Yours sincerely,

Ve g

Jacdques ‘Diouf
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The World Bant:
Washingmon, DC. 20233
Usa,
EMAIL SERAGELDIN
Vice Prasidant
Environmenzally Susninahis Laveiopmane

March 31st, 1995

Mr. Jacques Diouf

Director General

FAO

Viale delle Terme di Caracalla
00100 Rome, Italy

Dear Mr, Diouf,

I am writing to follow UP 0D our constructive discussions at oyr hnch

yesterday and to confirm our agreements on several key points. These are i the areas of

- Global Water Parmership
- Food Security Sunmit

- Integrated Pest Management (IPM) Facility
- Indicators of Sustainable Developmen:

1 202 473 3112 08-26-95 08:46aM
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of the CSD Meeting in New Yark on April 12. I understand our respective staff have

— besn discussing this proposed review and I am pleasad at the progress which is beins

made. This would enable us to determine the outline and operational pians of our
tripartite activities with the view to initiating activides in two or thres countries this year.

Eood Sacuriiv S i

I refterate my strong support far ths 1996 Food Security Summit, and
welcome your strong leadership. I indicated I would be prepared to take 2 proposal
forward to the Bank’s Special Grants Committee, to enable the Bank to make a financial
contribution to the Summit. I look forward to receiving details of your proposal for Bagl
funding,

In the lead-up to the Summit, I believe your idea of using the various
related mestings as building blocks for the Summit and providing background
documentation, rather than having a separate series of preparatory meestngs is zn

. excellent one, which saves valuable time and rasounress. In this light, IFPRY’s 2020
- Vision study could make a valuable contribution to the Summit and provide some useful
background documentarion. Also, the IFAD sponsored Hunger mesting m Novamber
1995 would be another event, whose output would be very useful as another contribution
towards the Summit. My colleagues and I will participate to the maximum exteat
— possible in these lead-up meetings as well as in tha Summit As we agrezd Mr. MceCalls
will participate in FAQ's 50th Anniversary Seminar in Quebec in September. I ragrat
that this event occurs at the ime of the Banic’s Annua] Meetings, which makes my own
participation most uniikely.

In regard to our discussion on the development of indicators of sustairabla
development, for monitaring environmental progress, [ am grataful for the valuzble wors
which has been done by FAO and other United Nations agencies, in cooperation with the
World Bank to develop a common framework. I stress our continued nsad to work
together and to share responsibilities in this field. This is truly exciting policy-orientad
worlk, which for the first time, is encouraging more analytically orisntatad work on
campiling indicators of sustainsble development. I see this s an important item for
discussion at the forthcoming CSD meeting,

R=Q8% 1 202 473 3112 06-26-95 08:45AM POO2 £30
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management strategies to 2 wider range of counmias and commodities,

In conclusion, I was delighted with the constructive discussions, and the
Dany opportunities for our two agencies 10 work together. In this light, I hava askag M.
MecCalla to visit Rome, as soon as possible, to consolidate the zbovz areas of
collaboration and identify new oppornmitias,

Sincerzly, s
Ismail Serageidin

Vice-Prasident
Environmentally Sustainable Development

48% 1 202 473 J1g2 06-26-95 0u:46AM pgo3 #30
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Marech 12. 1992

Dr. Edsuard Saouma

Direccar-Genszal

Food and Agricultural Organizacisn
of tha Unitad Naticns

Via dells Terma di Caracalla

00100 Reoas, Italy

Dear Dr. Saouma:

I am wricing to you in commeccion with the FAO/Worid Bani
Cocperative Program (CP). We acztach considerable importance to this long-
standing and fruicful relationship. As you know, this program is ranawed on
bi-ammuai basis and tha next extension is due to take effacc on July 1. 1992.
I would 1ika to use this occasion to initiace a discussion of cerzzin i{gguesx.
witich are being raised with a view to reachinz musu-l underszamzim.

250 bl o e ®

on how

Bank-FAD collaboration can bs furthar improved.

As you no doubt ars awars, from time ©3 Time. ques:zions nave see:n
raised both within ctha Bank and by scme of our tcorrowers abou: tha iucura o:
ths program. I underscand thac the main concern of Bank agriculcural scaff
and canagers is thair inabilicy to access cthe full insciruticnal expertise of
FAO. Ths original idsa of a 75:25 Bank-FAO cost sharing arrangement for tha
CP seems to have been based on tha view cthat FAO's contriburicn of 25% weuld
provida access to the rest of FAO’s inscitutional expertise. However, over
the years tha CP seems to have becoms more and more removed from the
zmainscraar of FAO accivities. Under these circumsctances. the value of tha C?
is increasingly being called ints question by Bank sctaff. In light of this

concern, I have been asksd to discuss che present cost-sharing arrangesmenc
with FAQ with a view to reducing che Bank's share.

Given the extentc of quescioning on this mactar, it is belisved
thac it vould be usaful for our tweo instictuctions to examine in a systematic
vay how ve can collaborate more effectively. I have been asked by cthe
Presidenc of the Bank to explore with FAO the pessibilicy of such a review.
This would enable us to address in a datailed and syscematic fashion any
problems that might exist with the CP buc also to examine other areas
of collaboracion becween ocur insctictucions with a view to making future
collaboracion more productive. Suech an analysis should be initiared fairiy
soon so as to be completed well in advance of the next decision point (FY95)
vhen negotiacions are to again take place on the CP budgerc.



I would like cto make use of the first zutkally conveniene
oppermumicy to discuss these macters with you in person. Ia the meancimg
would be most helpful if you could nominare a suitable persen tg ini:ia:a'
discussions on these matters on your behalf,

Sincerely yours,

Vit

Vice Presidantc
Seccor and Operations Policy

Cleared with the President's ocffice, March 13, 1992.

EE



MEMORANDUM OF UNDERSTANDING WITHE RESPEZCT TO WORKING ARRANGEMENTS BETWEAEL
TEZ FOOD AND AGRICULTURE ORGANIZATION OF THE UNITED NATIONS AND TEZ
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOFMENT AND TEZ INTERNATIONAL
DEVELOPMENT ASSOCIATION

FAO and the Bank * have for many years been co-operating on an ad hoc tasis an matters of
common concern. Now that the Bank intends to put more emphasis than hitherto on schemes for -
tmiprovement of agricuitural production. which are of equal concern to FAO, this co-operatiun will
have to be intensified. It accordingly appears desirable both to FAO and the Bank that working
arrangements be agreed upon setting forth the principles to govern such co-operation.

These working arrangements, as agreed -upon by the Director-General of FAO and the
President of the Bank, subject to the approvals specified in paragraph 7 hereof, are as follows:

Li The Co-operative Program
FAO and the Bank will co-operate together in the following fields:

(a) Assisting countries of common membership in the identification and preparation of
agricultural projects of types which fall within the framewark of the economic deveiopracrt
objectives and general policies of the Bank and FAO and which the Bank is willing to

. consider for {inancing (including projects for agricultural education .alling within FAQ's
field of responsibility).

(b) Appraising projects of the {oregoing types.
(c) Froviding end-use supervision of the execution and operation of Bank-financed projects.

(@} Ar ing for technical assistance required {or the implementation of Bank-financed
rang
projects.

Assistance to Member Governrments in agricultural planning 1s reecn:

Znize. as an i:-:.pqrt:m
{oundation for investment programs in the long term. Insofar as this type of activity is carried out

wy FAO as part of its Regular or other programs, it is the sole responsibility of FAO. Fowever.
11 cases agreed with the Bank where FAO carries out this type of activity at the request of the
3ank or in co-operation with the Bank, the activity will be part of the co-operative program.

A i i x P
(a) Assistance to Governments in Identification and Preparation of Trolects

(i) AL FAQ jnitiative

FAO will bring to the notice of the Bank projects which appear suitable for Bank
financing arising from FAO's activities, whether under its Regular or other programs.
The Bank will advise FAO whether such projects are prima facie suitable for-
consideration {or financing, and if so, what further action, if any, needs to be taken

in order to prepare such projects for appraisal. Moreover, where, in the course:

of its own activities, FAO wishes the assistance of the Bank in determining whether

a project is likely to qualify for Bank or other external financing, or what {urther .
steps are necessary to prepare it for appraisal, the Bank will provide such assistance.

° All references in this memorandum to
[nternaticnal Development Association.

7s/69324

the Bank shall be taken to include both the Tank and the t



assuming staff resources permit, either by way of review of the project at Bank
hezdquarters or by participating in the {ield work.

(i) st Bank ipitiative

The general survey missions organized by the Bank may inciude among their

functions the identification of promising projects in various sectors. The Dank
normally look to FAO to provide, as part of the co-operative program, staff members
Or consuitants to serve as advisers to such missions. These advisers will parucipate
in defining pricrity {ields and major projects for investment in agriculture in the
{ramework of over-all development objectives. Missions of this type will be bric{ed
Ly both the Bank and FAQ and both organizations will review and comment upon the
drait reports of such missions. In addition to these general survey missions. the
Bank periodically sends smaller missions to 2 member COURLTY tO review the country's
economic situation and to assess the possibilities for Bank financing. Such economic
missions usually make a preliminary selection among projects submitted by the
government, and may sometimes suggest that the government work up a specific
project for Bank consideration. The Bank will advise FAO of all such missions on
which it is propcred to include an agricultural member, and will normally arrange
for such missions to consult with FAO with regard to agricultural investment priorities
and possible projects. I[n agreed cases, FAQ will provide, as part of the co-operative
program, a staff member or consuitant to serve as agricuitural adviser to such a
mission.

Where, in the opinion of the Bank, a project riot yet ready for appraisal is sufficiently
promising to warrant further preparation, and the government in question has
requested assistance in such preparation, FAO will normally provide such assistance
as part of the co-operative program. '

(iii) General

In all work connected with the identification and preparation of projects falling under
the co-operative program, FAO and the Bank will maintain continuing consultation in
order that they may agree on 2 work program and on the priorities to be assigned to
different projects. and in order to minimize the possibilities of substantive
disagreement. The support of headquarters facilities will at a1l times be given to
Bank and FAO staff and consultants engaged in work under the co-operative program.

(b) Appraisal of Projects

The Bank will be responsible for the appraisal of projects, upon the basis of which its
{inancing decisions are made. However, at the request of the Bank, FAO will provide,

as part of the co-operative program, staff members or consultants to serve as agricultura:
advisers on Bank appraisal missions.

(c) -Us i -F3

The Bank will be responsible for the disbursement of funds and the end-use supervision

of the construction and maintenance of physical facilities, and to this end will be responsible
for such review as may be appropriate of the specifications bids and awards of contracts.
ind {or whatever inspections of the project are necesaary in this connection. FAO will,

in cases agreed with the Bank, assume responsibility as part of the co-operative progran.
to ascertain, both through field inspections and through review of pertodic reports and 1o
advise the Bank whether the agricultural objectives of the project are being achieved, and

in particular whether the obligations undertaken by the borrower in this regard are being
[ulilled. The resuits of FAO's end-use work in the agricultural aspects of Bank-{inanc.d
projects will be made available to the Bank and, in the event that representatians to *he



borrower should be necessary on agricultural macuters, FAO and the Bank will consult
together on how they might best be made. .

(d} Technical Assistance in Provect Impiementation

' In cases agreed with the Bank, FAO wiil provide or arrange for, and will exercise
appropriate supervision over, technical assistance required for the direct implementation
of a Bank-{financed project.

3. Personnei

It is agreed that the co-operative program requires a team of specialized personnej of high
calibre within the FAQ secretariat which can devote itself continuousiy to this work (hereafter
referred to {or purpose of this Memorandum as "FAO team”). The Director -General of FAO will
therefore make provision for such a team to be established as an identifiable eroup within the FAQD
secreiariat. FAO and the Bank will agree irom time to time on the appropriate size of the FAO
team and on the types and clagsifications of positions to be inciuded within the team, and the
Director-General of FAQ will consult with the Bank on the appointment of profesgianal staff to
the team.

The FAO team, although it will be devoted full time to work in connection with the co=-gperative
program. will be an integral part of the FAO secretariat and will operate under the exciusive _
authority of the Director-General of FAO. Both FAO and the Bank agree that it is desirzble that
the hard core of the team should to the greatest possible extent be composed of existing FAQ staff
membpers. However, it is recognized that for a variety of reasons new staff and ad hoc consuitants
will be necessary, both in the initial phages of co-operation and as the program expands, although
generally maximum care will be taken to secure continuity in employment. It ig also recognized
that it will be necessary and desirable trom time to time to use FAO staff members outside the
team for purposes of the co-operative program.

In cases where FAO intends to appoint an outside consuitant to serve as agriculturzi adviser
to 2 Bank mission, or to provide technical assistance in the implementaticn of 2 Bank-financed
project. it will consult with the Bank as to the person to be appointed.

4. Financial Arrangsments

(2) Subject to the qualifications set forth below, the direct costs of FAO in connection with
agreed work under the Frogram, inciuding salaries, allowances and other benefits and
travel costs of the FAO team, of outside consultants and of other FAO staff members
issigned to such work, will, until December 31 1965, be shared equally by FAQ and the

Bank up to a ceiling figure to be fixed {rom time to time by agreement between the two
organizations,

(b) The travel and subsistence expenses of FAO staff members and consultants. while

serving as members of Bank appraisal, general survey or other missions. will be borne
or provided for by the Bank,

(c) FAO will pay for invisible overhead costs, including space, and for identifiable indirect

costs (except as provided in sub-paragraphs (d) and (e)) involved in its participation in the
co-operative program.

(d) The Bank will bear the cost of document reproduction and transiation undertaken by FAQ
in agreement with the Bank.



8.

agreement between the two organizations.

(e) The cost of technical assistance directly required for the implementation of Bank-

linanced projects. including an amount {or FAO's estimated administrative costs in
arranging for such technical assistance in cases agreed with the Bank, will be paid

for out of the proveeds of the financing or will be otherwise met by the Bank. The

amount {or estimated administrative costs will be 12 percent of the direct cost of

such technical assistance, except where technical assistance is provided under contract
between FAQO and some outside entity, in which event the amount will be fixed by agreement
between FAO and the Bank. i

It is recognized that the calendar years 1964 and 1965, which comprise FAQ's present
budgetary biennium, are a transitional period during which FAQO's contribution is limited
by its existing budget. For those years, the agreed ceiling figure for purpeses of sub-
paragraph (a) above, to be shared equally by the two organizations, will be $400,000 for
the blenninm. FAQ's costs in excess of this amount will be met by the Bank, provided
that FAO will not incur or commit {tself to0 incur costs in excess of 3800, 000 (the
presently estimated cost of the co-operative program} during the biennium without the
prior approval of the Bank:

(g) Continuation of the Program beyond December 31, 1985, will be subject to mutual

i

agreement in the light of experience and to the decision of FAO's 1965 Conference. If
the Program is continued the direct costs of FAO [or agreed work under the Program

| a8 defined in sub-paragraph (a) shall be shared in the proportion of 25 percent by FAO

and 75 percent by the Bank, subject to the qualifications set forth in sub-paragraphs (b),
(¢}, (d) and (e).

(h) The Bank and FAO will agree on the procedures for payment of funds from the Bank ta

FAO, and for accounting to the Bank by FAQ, in connection with the co-operative program.
ineluding if possible provision for 2 working fund out of which the expenses of the yrograr
can be met.

Belatiops with other Agenciss

Where the Bank looks tc any outside agency for assistance in connection with agricultural
projects, that agency will ncrmaily be FAQ. However, there may be cases whare. because af the
type of project involved or because cf special circumstances, it would be appropriate and desirable
{or the Bank to look to some other agency, public or private, to perform some or all of the {uncticns
waich FAQ would ordinarily perform under these Working Arrangements. It is agreed that in all
such cases the Bank will consult FAO on the action it proposes to take. It is also agraed that the
Bank will not subject FAQ's advice on agricultural matters within its competence and covered by the
co-operative program to review by any outs.de agency.

Modificats { Term

These Working Arrangements may be modified or supplemented at any tirne by mutual

Each organization may, after reasonable notice, terminate

the arrangements, provided that. if they are terminated by the Bank, the Bank will reimburse FAOQ

for the financial consequences of cancelling personnel commitments entered into {or purposes of the
co-operative prograrm.

T

Effectuation of the Arrangemeants

The Workdng Arrangements will become operative on an interim basis when thiz Memorandum

of Understanding is signed by the Director-General of FAO and the President cf the Bank, but the
continuation thereof will be subject to the approval of the Boarda of Governors in the case of the Bank

and DA, and of the Counctl {n the case of FAO.

It 18 contemplated that the necessary approvals



will autharize payment by the Bank to FAO retroactiv
purposes of the co-operative Program which wouid ha
Arrangements had been effective on that date.

ely to 1 March 1964 of expenses incurred for
ve been eligible for payment {f thege Woridng

. W
30 March 1964 (signed) Cearge D, Woods

President, International Bank for
Reconstruction and Deveiopment and
International Development Association

2April 1964  (signed) B. R. Sen

Directar-General, Food and Agriculture
Organization of the United Nations
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CP/FAO Transitional Arrangements

Dratt Propeosal

Obijectives

The over-riding cbjective for the Bank is to move from a take
or pay contract arrangement to a pay as you go, market based

system. The need for a transitional arrangement stems from the the
following;

i) the Cooperative Agreement between the Bank and FAO requires
that the Bank pay compensation to staff affected in the event of

termination of the Cooperative Agreement; An amount estimated to bae
$8.2 million.

ii) FAO0 is locked into a very tight budget situation for the next
several years, which would virtually make it impossible to redeploy

staff if the program were to be terminated without some assurance
of continued funding.

iii) FAO needs some time to test the market to determine/develop
the long term sustainability of an "advisory service"; and

iv) the Bank has considerable dependance on the continued
existance of the capability within CP/FAO, at least for the next 2
to 3 years until work underway comes to fruition. The Cooperative
program has also been used to leverage TCP funds available within
FAO for project preparation by Governments. An estimated $0.5

million was tapped 1in conjunction with the preparation of Bank
projects in 1993. :

Transition Objectives

This draft proposal has been developed with the following
points in mind;
i) that it should be budget neutrzl for the Bank.

ii) creates an incentive for FAO to move rapidly to a
competitively based system for the supply of its services; and

iii) provides increasingly greater flexibility for Bank operaticnal
staff in contracting services.
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EOOD AND AGRICULTURE ORGANIZATION OF THE UNIMTED NATICNS

- Tha Director-General

—— i 1883
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Dasr Mr. Preston,

. | write 1o requsst clsrification of your position on tha future of the -
FAQ/WBE Coopaerative Programme.

i
i
L
i

My Deputy, Mr. Hjort received s communication from
Mr. Ramgopelan on 13 April 1983, informing that the Bank does not
wish 0 comtinue beyond 1 July 1884 K3 long-standing financial
mﬂmnﬂaaﬁcnnmammwnmbbmlmm}omuv

, .finance the Cocperstve Programme. At the same tme, the
Mmmm-mhmdmbpmwmdlﬂu
programme dspartments of FAC.

_ !whhtoinhmyuuMMr.Ralaaopdanmdemmmbn'af
Eank pians to discontinue the Cooperative Programme during his meeting
with me'on 12 March 1883; however, he 80 indicatad to my Deputy
Immediately sftar our meeting.

This ambivaient communication is also confusing. if you in fact
have taken a unilztsral decizion with' respect to the Cocparstive
Programma, | need to know it specifically from you s that tha resukting
action can be planned and implemented with a minimum of disruption to
the work we jointly undertake on behalf of cur Member Nations. | wouid
aiso appreciate knowing the reasons for your decision, ss the FAQ
governing bodies would certainly wish 10 be informead of thess.

M. Lewis Preston
President

The Worid Bank
Weshington

iz gobe Tovme @ Oarecsls, 0000 - ROA Covler PODRAGRE ROME Tetee SIOMEIFAD | Telegrooe ST

Reg@Xx
202 477 6683 D4=-16=83 10:28AM POO3 £4a8



The non-guaranteed (fungible) portion of the FY94 base, ies 10%
(FY95), 25% (FY96) and 50% (FY97) would be made available to the
Agriculture Divisions as part of their general budget envelope.
The balance would be maintained as a non-fungible component of the
budget of individual agriculture divisions. The individual non—
fungible divisional allocations would be made according to
contracts initiated at the commencement of each FY for the
transition pericd, with quarterly adjustments to ba made by each
Region among its agricultural divisicns.

Additional Issues/dquestions

i) the above proposal is based on using 1984 as the base in

current dollars. FAO would clearly want the base to be in constant
dollars.

ii) if a transitional arrangement is to be agreed, ie to halp
FAO maintain an "advisory service", should not this ba "in lieu of”®
the provisions of paragraph 6 of the Bank FAO Co-operative

Agreement, or should the Bank’s obligations ratchet down at a
faster rate than proposed.

iii) what would be the nature of a new agreement or memocrandum
of understanding between the Bank and FAO. The IFAD/FAQ agreement
might provide a starting point for what the Bank would want,
although any transitional arrangements would need to be addad.
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FOOD AND AGRICULTURE ORGANIZATION OF THE UNITED NATIONS

The Director-General

Rome 2 5 w T 9 93
DDC-DG/93/ 486

Dear Mr. Preston,

I wish to refer to your letter of 28 April, 1993, concerning the future of
the FAO/World Bank Cooperative Programme.

I note your confirmation that the Bank has decided that the existing
Cooperative Programme arrangement, as set out in the 1964 Memorandum
of Understanding between our two institutions, needs to be fundamentally
altered as from 1 July, 1994. Essendally, as we understand it, this would
mean that Bank operating divisions would no longer be assigned, a priori, a
fixed amount of services to be utilized under the Cooperative Programme.
Consequently, in contrast to the present arrangement, no financial
commitment to the Programme would be made by the Bank as a whole, at
the beginning of each biennium.

As you will appreciate, such a situation could place FAO in an
unacceptably exposed financial position vis-a-vis its Cooperative Programme
establishment, which has been built up in agreement with Bank management
over almost thirty years. I could not recommend to the forthcoming FAO
Conference in November 1993 that FAO assume the entire financial risk of
underwriting such a large unit, heretofore 75 percent cost-shared by the
Bank, with no certainty as to its future viability in a demand-driven
environment.

At the present time, there are some 62 Professional and 48 General
Service posts established in the Cooperative Programme. Fifty-one of the
staff hold "Continuing" contracts with FAO. Should their positions have

Mr. Lewis T. Preston
President

The World Bank
Washington

Via delle Terme di Carscsila, 00100-ROME Cables: FOQDAGRI ROME Telax: 810181 FAO | Telephona: 87871



to be eliminated, they would be entitled, among other payments, to Terminal
Indemnities. The approximate total costs, USS 11.5 million, are indicated in
derail in the enclosed table, of which we estimate a potental liability of the
Bank of around US$ 8.2 million, in accordance with paragraph 6 of the
current Memorandum of Understanding.

I would prefer that the Bank not take such a drastic course of action,
especially at 2 time when our member countries continue to require the kinds
of specialized advice and impartial assistance available through the
Cooperative Programme, which has built up an impressive record of success
in cooperating with the Bank in generating agricultural investment in
developing countries. Renewed emphasis on government ownership and
government responsibility for project preparation, and the need for flexible
assistance for this, fits well with the kinds of supportve actvities which FAO
undertakes, and where it often has comparative advantage over alternative
sources of such assistance.

At the most recent series of regular programming meetings between the
Cooperative Programme’s management and the Bank’s corresponding Sector
Operating Divisions, which took place from May 3 to 14 in Washington, an
informal but systematic survey of all concerned divisions revealed a
continuing strong demand for the Programme’s services, even in the assumed
absence of previously fixed allouments.  Prospects for contnuing
collaboration would therefore appear to exist, though this would have to be
verified by testing the market for longer term sustainability over a number
of years. Such a transition period would also allow for any necessary
adjustments in staffing to be made with a minimum of disrupdon. This
would reduce the total costs which might be involved, and the Bank’s related
potenual liability.

I believe it important that FAO and the Bank discuss, as early as
convenient, the possibilities and necessary conditons for a changed, yet
continuing and financially viable Cooperative Programme as from July 1994.
In this connection, we would wish to explore with the Bank arrangements
which could be contemplated to safeguard FAO, over a suitable period of
time, against the financial risks invoived.

As concerns access by the Bank to other parts of FAO, and vice versa,
this is a matter which I consider most important in order to ensure a
genuinely cooperative arrangement between our institutions. We intend to

e the matter vigorously, on one hand through the better accessing of
FAQ’s technical divisions through the Cooperatdve Programme if it is to
continue, and on the other hand through specific joint activities in substantive
and technical areas in which complementarity of action is clearly in the
interests of member countries.
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in this connection, | call to your attantion paragraph € ofths 1864
Memorandum of Understmnding, by which the Cooperative Programme
vas estabiished snd which specifies the obiigations of the Bank in tha
event that the arrangem=m i3 <armingted by the Bank. The financial
eonseguences associated with +he terminstion of the Coopsrative
Programime stz¥f, being verified, will be several milllon dolias.

The Indicstion that the Bank wishes to terminete the FAQ/Worid
Bank Cosperztve PFrogramme, efrer 30 years of good experiencs and &
wel-trained staff complement of 62 professional and 61 general service,
ts clearty at odds with rscant developments. Since recsipt of
Mr. Rajagopeian’s letter of more than a vear ago (12 March 1932), we
have devoted corsiderablatime and etfort to the exploration of messuras
that could ba taken ta enhance collaborgton, not reducs It.

Over the psst year wa noted with particulsr intsrest your -
stEtemernts conoeming closer cooperation betvween the Werid Bank and
e UN agencies, and clossly foliowed developmants in the Bank reimted
mﬁomnﬂonundmm:bndmnmnm
Implermentaton: Key 10 Develcpmernt Impact®. The letter of
Mareh 1882, your ststaments and ths report encouraged us 1o belleve
thet there wes s sincere desira on the part of the Bank 1o enhancs
cooperution and coitaboretion.

i partcuiar, the conciusians of ths Report lad us to bellgve that
the Bank wouid gnsure 2 clearer separation betwesn the preparation and
appraisal of Investment projects. We therefors suggestad that the Bank

' ecnsider an expansion in the capacity of the FAQ investmemnt Camrs 50

that It could prepare, in cooperstion with our Member Nstions, all the
for Bank financing that fall within our mandats. Project
appruissi for such projscts would remain a Bank task. In sdditon ©
avoiding the confiict of interest associsted with ths Bank’s prepering and
sppraising some projects, it was belisved that the propossd approach
wotld enhsnoe the quality snd impact of Bank projects in the broad fieid
ot food end agriculture, and faciiitate the development of the capacity to

prepars food, agriculture. forestry and fishery investment projacts by our
Member Natons.

These and relsted initigtives for enhanced coliaboration batween
our Orgenizgdons, building on the sTengths of our Cooperstive
Programmes, would, | believe, lesd t0 a more gificiant and effective

for the identfication and preparston of food and agricutture

Imvestmant projects and 10 a higher payoff from such projects far the
banefs of our Member Nations.

"WW A

R=g99x
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THE WORLD BANK
Washingten, D.C. 20433
U.S.A.

LEW!S T. PRESTON

April 28, 1993

Dr. Edouard Saouma
Director-General

Food and Agriculture Organization
Via delle Terme di Caracalla
00100 Rome

Italy

Dear Dr. Saouma:

Thank you for your letter of April 16, 1993, concemning the future of the

FAO/World Bank Cooperative Program. I am pleased to respond to the questions
raised in the letter.

Mr. Rajagopalan’s letter to you of March 12, 1992, initiated a series of
discussions with FAO staff with the objective of determining “"how Bank-FAQ
collzboration can be further improved". Since then, Messrs. Rajagopalan and
Petit have met with FAO staff to lay the groundwork for this improved
collaboration. Mr. Hjort's visit to the Bank on July 30-31, 1992, served to better
acquaint him with some of the problems with the Cooperative Program from the
perspective of the Bank’s operational stzff. The minutes of that meeting, which
were provided to FAQ, clearly set forth the Bank’s hope that it could draw upon
the high quality expertise in the non-FAO/CP part of FAO and not to be limited
solely to that routinely tapped through the Cooperative Program. The minutes
further record that at the end of the mesting it was suggested that FAO might
make proposals for improvement of collaboration between the Bank and FAQ.
While they have received no such written proposals to date, Messrs. Rajagopalan
and Petit, during their recent visit to Rome, noted from their discussions with
various Program Department representatives (many at the Assistant
Director-General level) that increased collaboration appeared feasible.

It is indeed the case that afier serious and careful consideration of the
matter, we are of the view that the Cooperative Program as envisaged in 1964
needs to be fundamentally altered. A different arrangement needs to be devised,
in a mutually satisfactory manner, that is more in line with the present day
requirements of the Bank and its members and which can facilitate more effective
future cooperation between our two organizations. The reason for this view is
that there has been a growing tension between a more and more decentralized
Bank, where many task managers are involved in decisions regarding Bank

A ]

|-y



Dr. Edouard Sacuma -2- April 28, 1993

activities in individual countries and for various sectors, and an obligation for
them to employ the resources of the Cooperative Program based on a financial
commitment made by the Bank as a whole at the beginning of each biennium.
This problem will be exacerbated, we believe, by the changes in our procedures
and processes that we want to bring about as a follow-up to the Report on
"Effective Implementation™ quoted in your letter, We are indeed convinced that
"government ownership® of the projects that we support is critical to their
success. Given that the responsibility for preparation of projects must be
shouldered by governments, Bank staff must be in a position to help in a flexible
manner, responding quickly to changes in the specific circumstances of the
situation. Such a role does not lend itself well to a formal arrangement for
cooperation with a third party, involving a fixed division of labor planned and
agreed to well in advance.

I would like to inform the Executive Directors of the Bank and IDA soon
of the Bank’s intention in this matter. But I want to make clear that I believe our
member governments have much to gain from continued coilaboration between
our two organizations. That is why Mr. Rajagopalan suggested a systematic
examination of this matter more than a year ago. With respect specificaily to the
FAO Investment Center, the Bank looks forward to continuing collaboration with
the Center, albeit in 2 different manner than heretofore. Among other things, this
collaboration will need to be organized more on the basis of constantly changing
market demands and complemented by access to expertise in other parts of FAQ.

There is still ime to come to an understanding on the means for future
collaboration well before July 1, 1994, so that the transition to a new arrangement
can take place over a period of time. This would help minimize the personnel
and financial consequences that are implied in the changes being proposed. We
look forward to further discussion with FAO staff in the hopes of finding a
mutually satisfactory arrangement for moving forward.

Since:dy,

(Signed) Lewis T, Praston
LEWiS T. Pmston
President

Cleared with and cc: Mr. Raj Krishna, LEGOP ‘ .
cc:  Messrs. S.Sandstrom, V. Rajagopalan, I. Serageldin, A. Choksi, M. Petit,
and S. Lateef



Transition Feormula

FY95: The Bank would undertake toc compensate FAO for net.
less than 90% of the present (base) wvalue of the Bank’s
contribution to the Cooperative Program ($10.6 million in 19%4).
Bank Operational Units would centract directly with “"CP/FAO", the
charges for services to ba at a flat rate of $450/day ( current FAO
estimates) plus travel expenses. Payment would be from a non-
fungible fund, equivalent to S0% of the present value of the Bank‘s
contribution to the Cocoperative Program.

FY96 The same procedure as for FY95 would be followed,
except that the Bank would undertake to gaurantee contracts, up to
the value of 75% of the FY94 base.

FYys7 The same procedure as for FY95 would be followed,
except that the Bank would undertake to guarantee contracts up to
the value of 50% of the FYS4 base.

Fyss There would be zero gquarantee from the Eank.

Re: Paragraph 6 of the 1964 IBRD/FAOQ Agreement

(s.."1f..terninated by the Bank, the Bank will reimburse FAO for
the financial consequences of cancelling personnel commitments
entered into for the purpose cf the co-operative progranm®)

The Bank’s obligations in respect of Paragraph 6 of
the 1964 Cooperative Agreement would ratchet down at the same rate
as for the guarantee contract level. However, the base against
which such obligations would be determined, would be reducad
annually over the "transition period" according to the number of
staff employed by the FAQ/Cocperative Program as of March 31,1993
(ref. Mr. Rajagapolan‘s letter formally advising FAO that the Bank
would like to "change the modalities of (ocur) relationship with
FAO.") minus i) the number of CP/FAQ staff reaching the normal
retirement age and ii) the number of staff whose fixed tarm
contracts reach the expiry date in effect as of March 31,1993
- (without allowance for extensions/renewals). Preliminary estimates
of the Bank’s obligations under the above are; FY95:$8.2m X 90% =
$7.4m, and by FY97:$5m x 50% = $2.5m. ( FAO is putting together the

exact data).

The "transiticnal" prccess would bas raviawad
annually between the Bank and FAO in March of each year, commencing
March 1995, at which time such natters as i) FAO charge-ocut ratas
for the coming FY would be determined, and ii) the prospects for
the continued operation of the FAO "advisory service" would be

reviewed in the light of the Bank‘’s obligations under Paragraph 6
as described above.

Bank Budgetary Mechanisms
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At this juncture, accordingly, | need a clear responsa from you as
t0 your intentions regarding our Cocperative Programme. | need It both
in arder to set in moticn the action for its sventusl closurs, f that s
indeesd your declslan, and in order S m=ks my proposals @ the FAD

_ goveming bodiss for our future vork in this arsa.

My Qutiing Programms of Work and Budget for 1884-8E hss
airssdy besn considersd by the Programme and Finance Comminses.
The Summary Programme of Work and Budgst will be considered by
thass Commitiees in May and the FAO Council in Juns. EBoth thess

 doocuments were prepsred on the basizs of e comntinuing Cooperztive
| wouid appreciats having your response with respssto the future
of tha Cooperstive Programms prior 10 the meseting of the Programme
and Fnancs Committees scheduled for 11-20 May, so that the
Commitisss and Council mey be informed of the decision inttisted by the
Werid Bank, its impiications for the Cooperstive Programms and ths

. proposals | would wish to submit in the commaxt of FAQ's Programme

Work and Budget for 1884-85. :

in tThese circumstencas, | would appreciste your giving this rreeTiar
priority sttention.

. Yours sincerely,

R=99X 202 477 6663 04-16-93 1072628 EBE ses




For the detailed discussions which I believe are now necessary on these
matters, I wish to inform you that I am designating Mr. André Regnier,
Assistant Director-General of FAQ’s Development Deparunent, to undertake
the appropriate contacts with Bank couvnterparis. He will be assisted in this
by the new Director of the Investment Centre, Mr. David Forbes Watt, who
brings to this task an intimate knowledge of FAO as a whole, as well as
seven years’ experience as a senior officer in the Cooperative Programme

itself.

Yours sincerely,

o Sao



ESTIMATED

TERMINATION PAYMENTS

FAO/WB COOPERATIVE PROGRAMME

(as of 30 June, 1994)

Attachment

Description D and Prof. GS Total
Posts Posts
............................... = S csmsasmasisi
Termination
Indemnity 2,284,958 1,367,717 3,652,675
Accrued Repatriation Grant 806,915 81,711 988,625
Accrued Annual Leave 747,128 241,014 988,142
Separation Payments :
for GS Staff 1,304,562 1,304,562
Sub-total 3,838,001 2.8995,004 6,934,005
Salary Increments
accrued by 30.06.54 196,950 148,750 346,700
Post Adjustment Factor 186,950 0 196,950
Salary Increase for GS Staff 0 149,750 148,750
Sub-total 383.900 298,500 683.400
Total Terminal
Emoluments 4,332,901 3,284,504 7,627,405
Repatriation travel and
removal of household goods 635,800
Reduction of staff in _
Divisional management 455,600
Reduction of management
support staff 2,784,000
GRANDTOTAL 11,502,805
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FOOD AND AGRICULTURE ORGANIZATION OF THE UNITED NATIONS

The Director-General

Rome ]9- L“;gfl

DDC-DG/94/ gﬁ

Mr. President,

Upon assuming responsibility as Director-General of FAO, I wish to confirm 10
you the importance which I attach to continuing strang cnaperarion betwesn our two
imstitutisns in pramsting invesuuint (the fovd wd wgiicallaae soviuie. This bo au ava

to which I assign the highest priority, in particular to achieve greater food security and
increased food production in food-deficit countries - as well as 10 open up viable and

environmentally sustzinable development opportunities in the rural scctors of our
member states.

In almost 30 years, the Bank and FAO have cooperated in the preparation of over
550 approved agricuitural investment projects, generating total investments of
US$40 billion, of which USS$28 billion has been advanced from Bank loans and IDA
credits. A productive and efficicat track record in such cooperation has been built up,
which remains at a high level, and is unique within the United Nations system.

AS you may know, the subject of FAO's cooperation with the Bank is currently
under review, and I have already had very positive discussions about this in December
with a nurmber of your Vice-Presidents. In my view it will be important to continue
to have efficient and predictable collaborative arrangements, which provide for a
dynamic and constructive relationship between FAO and the Bank in meeting the
critical agriculrural investment challenges of the future.

In order to advance the discussions on this subject beyond the present informal
exchanges, I have asked my Assistant Director-General for Development,
Mr. A. Regnicr, accompanied by the Director of the FAO Investment Centre,
Mr. D. Forbes Watt, to visit Washington in the period 21-23 February, subject to your
confirmation of the convenience of this date. .

Mr. Lewis T. Preston
President

The World Rank
Washington D.C.

© e me e — T T “URIes: FUUUAGIL ADOME Telex: 610181 FAQ 1 Talcphona: 67571
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Based on the working level consultations held so far, Messrs. Regnier and
Forbes Watt would exchange views with senior Bank officials, inciuding in particular
Mr. Serageldin, Vice Presidents of differsnt rcgions and other senior officers
concerned, on the framework and possible details of streagthened arrangements for
FAO/World Bank cooperation, to enable an early conclusion of this outstanding issue
and arrive at a long term joint programme.

I should also like to inform you that I look forward to visiting the Bank in the
near future, in order to discuss the matter with you personally, as well as other areas
of interest for our two organizations. I shall shortly be in touch with you about this
visit, so that 2 mutnally convenicnt date can be fixed.

Accept, Mr. President, the assurance of my high consideration.

Jacques Diouf



The Worid Bank

Washingion, D.C. 20433
USA.

ISMAIL SERAGELDIN
Vice Presidem
Environmennily Susr.am.\t?ie Deveiopment

Mr. Jacgques Diouf

Director-General

Food and Agriculture Organizztion
of the United Nations

Via Delle Terme di Caracalla

00100 Rome, Italy

Dear Jacaques,

It was a real Pleasure to meet you in your new
responsibilities, and I would like to thank:you for the
especially warm welcome +that you gave me and my
colleagues at FAO. I look forward to seeing you when you
come -to Washington next week.

Allow me also to reiterate how happy I am that we have an .
agreement in principle on how to reinforce. the
~Cooperation between FAO and the World Bank._ As I told
you, we are delighted - with the planned reorganization of
FAO that would enable the Bank to benefit from a broader
Spectrum of FAO expertise. We, for our part, recognizing
the strong wishes You expressed for some stability in
the situation of ‘the Cooperative program budget for
FRAO's transitional budget, the first under your
leadership, have agreed to maintain the "guaranteed
level™ at the current level for the first year, FY95, and
Lo move towards the new arrangements that would be more
reflective of a "demand driven" approach only in the
second year, FY96. That would mean that for FY96, the'
level of guaranteed budget would drop to 90%, tapering
down thereafter in the next two years. Since the FAD
budget is on z calendar year basis, this would de facto
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énable you to plan on a full 100% Support for the firsr
biennium, assuming that the first half of FY86 (which
would be the last half of your second year of the
biennium) would be at 100% and the second half would pe
at 80%, making an averazge of 290% for the year.

As you said, 1I am convinced that the experience of
working with the reorganized FRO will probably increase
the demand for the CP's services, and in all probability,
this proposed reduction in the guaranteed level will not
be activated. Nevertheless, this is the direction that
Weé are moving to within the Bank itself, and it-
represents an essential part of the future philosophy of

the Bank's management practices.

On the topic of the CGIAR, I would like to confirm that
I do not wish to see the Secretariat in Rome reduced,
much less moved. I think it is essentizl to maintain
and strengthen the links between the FAO and the CGIAR as
well as those between the Bank zand the FAOQ. I am
therefore in the fullest accord with the position that
you expressed to the visiting Oversight Committee

members.

I look forward to seeing you during your wvisit to

-

Washington.

With very best wishes,

Sincerely,

Ismail Serageldin
Vice President
Environmentally Sustainable Development



Food and Agriculture Organization of the United Nations

Liaison Office for North America

Talephone: Area Code 202
Director: 633-2400/1
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1001 22ad Street. Northwest
Washington. D.C. 20437

8 Harch 1994

Dear Mr. Serageldin,

I would like to refer to your letter of 7 March to the
Director-General, vhich he has asked me to reply to.

First, wve are very pleased to note that FAO and the Bank share the
same vievs on the question of the CGIAR. In particular, we look
forvard to cocperating vith the Bank vith a viev to improving national
research capacities in the developing countries.

As concerns the FAQ/Vorld Bank CP, we are appreciative of the
Bank’s intention to maintain the present strong level of cooperation,
vhich, as you point out, may even increase in future. This would
be in line with the active nev approach to such collaboration taken by

the Director-General in his proposals for restructuring FAO’s technical
cooperation.

Ve still think, however, that the idea of reducing the Bank’s
financial commitment to the CP to 80% by 1996 would not be in line with
this nev philosophy, or a revitalized partnership between the two
institutions. Indeed, the best way to ensure that CP cooperation is
demand-driven is by having a jointly-agreed programme for a full
tvo-year period, in particular since we have responded to the Bank’s
main concern for greater access to FAO’s expertise.

Mr. I. Serageldin

Vice President

Environmentally Sustainable Development
The World Bank

1818 H Street, N.V.

Washington, D.C. 20433



Mr. I. Serageldin
8 Harch 1994
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I am sure that these matters will be discussed further during the
Director-General’s visit to the Bank tomorrow.

Yours sincerely,
rd

o."’

A. Regnier
Assistant Director-General

Development Department



The Worid Bank

Washington, D.C. 20433
USA

ISMAIL SERAGELDIN
Vice President
Environmentaily Sustainable Development

July 1, 1994

Mr. Jacques Diouf

Director General

FAO

Viale delle Terme di Caracalla
00100 Rome

Italy

Dear Mr. Diouf,

Further to our discussions, I am pleased to confirm that the World Bank
plans to maintain the level of funding for its collaboraticn with FAO over the
1994-95 biennium at the FY94 level. Based on the joint work program developed
during Mr. Forbes Watt‘'a visit, the World Bank's specific budgetary allocation
for project related activities under the traditional arrangemants of the
Cooperative Program for FY95 will be US$10,134,600. We are preparsd to
consider increased rescurces if demand from the Operational Divisions
increases, and of course if FAO/CP is able to copa with such reguests.

In addition, wa would like to allocate US$525,000 to a new type of
collaboration, in response to the wishes you have personally expressed. The
opportunity we have in mind is a proposed IPM Facility and Trust Fund that
staff of FAO, UNEP, UNDP and tha World Bank are currently formulating in
response to an earlier FAO request to expand the co-sponsorship of the Expert
Panel on Integrated Pest Management. That Pacility would assist in identifying
and preparing investment opportunities to expand the uptake of IPM by
facilitating the links with the technical expertise of FAO and others. We
believe that such an arrangement could be a proto-type of the kind of
collaboration we would like to foster between ocur Institutions.

In line with previous correspondence and discussions, the Bank is
putting into place a budgetary process that would increasingly result in a
more collaborative mechanism for developing agreements on joint work programs.
The current financial arrangements whereby the Bank's budget allocation for
FAO is largely incremental to Divisional budgets and non—-fungible, doas not
provide the right incentives for developing the collaborative links that we
are seeking to strengthen. Accordingly, we propose to gradually reduce the
non-fungible FAO allocation in our budgetary process. By no later than July
1, 1998, we would expect that Bank financial contributions to our joint work
program would come from normal budgetary resources of the Divisions, rather
than from any special allocation for FAO. Over the same period, we would
expect the staff liability provisions of the current Cooperative Program
Agreement to also be eliminated. This will require changing the currant
agreement.



Mr. Diouf S = July 1, 1994

The new agreement should provide the framework for expundea
collaboration on themes of joint interest, including greater professional
level contact. We would also like to discuss practical mcdalities for joint
programming of activities under this new collaboration.

I trust the above arrangements are satisfactory to you. At the samae time
we would welcome any additional suggestions you may have.

Yours sincerely,

s>

‘Ismail Sarageldin
Vice President
Environmentally Sustainable Development
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Pear Mr. Serageldin, " { e mer woo

[ wish to res / q? July 1994, concerning the
FAQO/World Bank Cooperative Programme (CP) and the proposed new facility for
Integrated Pest Management (IPM).

Regarding the CP, I welcome your confirmation that the Bank’s
budgetary allocation for FY95 will be close to previous levels at US$10,134,600,
based on the joint work programme developed in April of this year. I also note
that these resources could be increased should additional acuvities be agreed with
Bank Operational Divisions, as is usually the case during the course of the financial
year.

Concerning future CP arrangements, and in line with earlier
correspondence, I am aware of the Bank's wish to move from the established
system of a priori financial allocations for the joint programme to one where the
resources for such work are drawn from the normal budgetary provisions of Bank
units involved.

[ share your view that the arrangement whereby the Bank's budget
allocation for FAOQ is largely incremental to divisional budgets, is not adequate.
I believe that a collaborative mechanism for developing agreements on a two-year
joint work programme for review on a yearly basis, is more appropriate.

I am also convinced that such a new approach is compatible with a
special giobal Bank allocation for FAO to provide the safety net for recruiting and
maintaining the high-level permanent expertise available on request from the Bank.
The non-fungible FAO allocation would therefore not be imposed on divisions at
a fixed ratio and the staff liability provisions of the current Cooperative
Programme Agreement would not need to be changed.

Mr. Ismail Serageldin < % -
Vice President B N
Environmentally Sustainable Development Se T
The World Bank == 2
Washington D.C. § -
Via daile Terma dl Caracalla, 00100-ROME Cables: FOODAGR!I ROME Telex: 810181 FAQ | Telephone: 57971



[ am confident that such an arrangement would be mutually beneficial,
given the common commitment to broaden and intensify collaboration between our
two Organizations to achieve the shared goal of increasing resource flows for
sustainable food and agricultural development activities.

Finally, concerning the envisaged mulii-agency IPM Facility and Trust
Fund, I welcome your indication that the Bank would be willing to allocate some
- 1US$525,000 to assist in identifying and preparing investment opportunities to
promote the uptake of IPM technologies in our member countries. [ strongly
support this type of collaborative effort towards which FAO can make a very
substantial contribution.

Yours sincerely,

At

Jacques Diouf



The World Bank 1818 H Strest N.W. (202) 477-1234
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT Washington, D.C. 20433 Cable Address: INTBAFRAD
INTERNATIONAL DEVELOPMENT ASSOCIATION USA. Cabls Addrass: INDEVAS

Jannary 24, 1995

Mr. A Regnier

Asgistant Director-General
FAO

Via della Terme di Caracalla
00100 Rome, Italy

Dear Mr. Regnier,

As a follow-up to the letter from Mr. Diouf of August 18, 1994 responding to the
proposals we have been discussing for modifying the financial arrangements of the
Cooperative Program between the Bank and FAO, I would like to raise several points for
discussion. Indeed I plan to be in Rome on February 13 and 14, 1995, and would very
much like to meet with you if you are available. ’

We particularly welcome the joint work programming approach suggested by
Mr. Diouf in his letter, Indeed it is our feeling that there has already been an increase in
the level of collaboration and professional contacts between our institutions eg.,in
= regards to FAO’s execution of the Bank’s Emergency Grant for Rwanda, the joint work
programming being planned for Africa, and work on establishing the IPM Facility.

With regard to the financial changes proposed for our Cooperative Agreement, the
Bank will be reducing the non-fungible or “guaranteed” levei of funding to FAO over the
next three fiscal years, and phase out this system completely by FY99 (i.e., from July 1,
1998). Over the same period, we would strive to strengthen the linkages between our two
institutions and to put into piace joint work programming mechanisms. As you will
. appreciate, the Bank’s budget planning exercise for FY96 and beyond provides for a
decrease in the administrative budget (a 6.5% reduction in FY' 96). The non-fungible
budget allocation for FAQ will also be affected by that budget cut. For planning purposes,
therefore, it could be anticipated that for FY96, the guaranteed level of payment to FAO
would be 90% of the budgeted amount, i.e., around US$8.5 miilion.

With regard to the suggestion for a global Bank allocation for FAO to provide a safety
net for recruiting and maintaining high-level permanent expertise available on request from
the Bank, we feel that FAO should bear the full responsibility for the size, quality and
availability of its staff, and that it would not be appropriate for the Bank to continue to
provide such a safety net. It is in this context that we wish to change the current

RCA 243423 (0 WU 84148 3 FAX 2CT) 4T7-5391



A. Regnier s Jamuary 24, 1995

Cooperauve Program Agreement, such that all staff iabilities are eliminated by July 1,
1998. Indeed, we would like to initiate the drafting of a new Cooperative Arrangement
between the Bank and FAQ, based on the mutually agreed principles of collaboration that
have been discussed.

I lock forward to being able to met with you in February to discuss these marters
further.

Sincerely,

Alex McCalla
Director
Agricuiture and Natural Resources Department
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Mr. Ismail Serageidin, ESDVP M
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TAO: Proposed Letter and Changes in Cooperative Aoreement

The attached letter is being sent to you in draft to seek your guidance as to
whether we should again try to formalize the changes in the financial arrangements
under the Cooperative Agreement. (Refer particularly to the third paragraph of the draft
letter). The Legal Department and PBD are generally in agreement with the proposal to
proceed with an amendment and we would seek their clearance of the proposed wording
cnce your views are known.

The last letter received from Mr. Diouf (attached for reference) was August
18,1994, wherin he acknowledged the Bank’s desire to change the financial
arrangements, but asked for a “safety-net for recruiting and maintaining high-level
permanent expertise available on request from the Bank”. We responded to Mr. Regnier
on January 24,1995 saying no to the safety-net and setting out the financial
arrangements we planned to introduce. There has been no reply to that letter from
FAQ but subsequent work programming and budgeting arrangements by FAO and the
Bank have followed the course laid out in our last letter.

An issue would be how the proposed draft letter would be perceived in light of the
two-year breathing space I understand Mr. Diouf had requested i.e., through December
31,1995. The proposal, however, is to keep the broad principles of the Cooperative
Agreement and to only change those sections dealing with personnel and financial
arrangements. Note that in para. 5 of the proposed modified agreement, (see
highlighted area), wording is proposed that does allow us to review the arrangements in
the spirit of maintaining the broad collaboration between FAO and the Bank. For FY96,
Bank Divisions have only CAMED FAO to the level of their non-fungible budget
allocation. To what extent they will ratchet down their use of CP/FAO as the non-
fungible allocation goes down remains to be seen. We wiil, however, be monitoring
actual usage closely to gauge demand for CP/FAQ along with their cost-effectiveness.

Attachments;
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June 6, 1995

= P il
Mr. Jacques Diouf S i
Director-General KD Q‘

FAQ

Via della Terma di Caracalla

00100 Rome, Italy

P -

Dear J. aéques,

I am pleased to confirm that the World Bank budget allocation for FAOiInFY96
under the Cooperative Program wiil be US$8.408 rmuilion, in line with our most recent
communication to Mr. Regnier (refer to letter from Mr, McCalla of January 24, 1995).
Following the May, 1995 visit by Messrs. Forbes Watt and Section Chiefs, requests for
FAQ services remain strong at about 88% of the aggregate level of requests in FY95, ie.,
before the change in the financial arrangements to begin putting the system on 2 more
demand driven basis. The balance of funds, i.e. tha difference between the FY'96 figure
and that of FY95 (USS10.1m) is to be returned to the regions as a fungible element of
their budgets, except that, in line with our earlier communications, we have provided for
USS 0.5 m for the IPM Facility.

With regard to the overall level of collaboration between our two institutions, I
believe there has been a significant improvement over the past 18 months. Some key areas
in which mutual interests exist and where closer professional ties are being forged are in
soil fertility management especially Land Quality Index work, pest management, IPM and
locust control, forest management issues, irrigated agronomy, food and nutrition policy
work, and the food security issues in Africa with which you have been personally very
involved. We would like to continue strengthening the institutional and professional
linkages and will continue to encourage Bank staff to do so.

In light of the above, the 1964 Cooperative Program Memorandum of
Understanding between our two Institutions continues to embody the key elements of the
broad based collaboration that we are seeking to strengthen. We would, however,
propose some modification in sections of the Agreement referring to the financial
arrangements and the implicaticns on personnel in line with the changes we have been
discussing. Accordingly, please find attached proposed modifications of paragraphs 3
through 6 of the Cooperative Program Agreement on which we would like to reach
agreement with FAQ in the near future. We would be pleased to schedule 2 mission from
the Bank to discuss the proposed changes at your convenience.
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I look forward to your views on the

above and to our continued close
collaboration.

Yours sincerely,

Ismail Serageidin
Vice President
Environmentally Sustainable Development

June 6, 1995
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Proposed Modifications to:

Memorandum of Understanding with respect to Working Arrangements between the Food and
Agriculture Organization of the United Nations and the Internationai bank for reconstruction and
Development Association

The following modifications are proposed:

3. Personnel
Para I, delete last sentence < FAO and the Bank . staff to the team>

Para 2, delete parr of first sentence < although it will......with the co-operative program>

4. Einancial Arrangements »
Replace sub-paras (a) through (h) with the following;

Beginning January 1, 1994, transitional arrangements have besn agresd in lins with the
World Bank’s shift to dollar budgeting. Accordingly, the financial arrangements as set forth in
the 1964 Memorandum of Understanding have besa modified 10 provide for a transition from
previous arrangements whereby the size, financiai contribution and personnel implications of the
World Bank's Program with FAQ was agresd annually, t0 2 more demand driven system in
which World Bank eperarional divisions agres separately with FAO units on work programs and
the financial arrangements for such. The new arrangement provides for the following,

(a) For the pericd of the transition, i.e., through June 30, 1998, the World Bank budget
allocation for FAQ would comprise both fungible and non-fungible components, with tha
proportion of the non-fungible component, that which consututss a guarantesd payment ta FAQ ’
decreasing annually from being 100% non-fungible in FY 94, to 90% in FY9S, 75% in FY 96,
30% in FY 97 and 0% in FY 98 and thereafter. Fungible components of the World Bank
budger ailocation for FAO wouid be made available as part of the Regional g=neral
administrative budger allocatons.

®) Beginning July 1, 1994, FAO and the World Bank would, by June 30 of each year, agree
on a fixed-cost per staff week to be paid by the World Bank as its contribution to the cost of the

Cooperative Program.

) FAOQ will record time spent in carrying out the Cooperative Program using World Bank
task codes and agres on a procedure with the World Bank for the timely electronic transfer of
such. Payment by the World Bank to FAO would be administered centrally and would be mads
on a monthly basis against such time recording by FAQ.

(d) Around May and November of each year, FAQ and the World Bank will conduct a
review of work programs at the operational unit level to agree on, or revise as necessary, work
programs for the Cooperative Program.  Such work programs may, however, be subject to
chang= from time to time, through a process of consultation and agresment between the
respective operational units within FAQ and the World Bank,

5. Relations with other Agencies

Delete this section
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5. (new) Modification and Termination

These Working Arrangements may be modified or supplemented at any time by mutual
agreement batween the two organizations. Each organization may, after a reasonable notice,
terminate the arrangements.  However, in the spirit of mauntaining the long-standing
Cooperative Program while at the same time broadening the collaboration between the World
Bank and all units in FAQ, it is agresd that FAO and the World Bank will monitor the
implementation of the revised Working Arrangements and sesk to introduce furthar
modifications as may be necessary to maintain and strengthen the collaboration berween the two
organizations.

6. Effectuauion of the Arrangements

The modified Working Arrangsments will become Operauve on an interim basis when
this amendment to the Memorandum of Understanding is signed by the Director-General of FAO
and the President of the World Bank, but the continuation thersof will be subject to the approval
of the Boards of Governors in the case of the bank and IDA, and of the Council in the casa of
FAQ.
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MEMORANDUM OF UNDERSTANDING WITH RESPECT TO WORKING ARRANGEMENTS BETWEL.
TIlZ FOOD AND AGRICULTURE ORGANIZATION OF TEE UNITZD NATIONS AND TEZ
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOFMENT AND TEE INTERNATIONAL
DEVELOPMENT ASSOCIATION

rAOQ and the Bank * have for many years been S2-cgerating on an ad hoc kasis on matiers of
cummon concern. Now that the Bank intends to put more emphasis than hitherig on schemes fur
itmprovement of agricultural producticn, which are of equal concern to F AO, this co-operatiun will
have to be intensified. It accordingly appears desirable bath to FAO and the Bank that working

arrangements be agreed upon setting forth the principles to govern such Cao-aoperation.

These working arrangements, as agreed upon by the Director-General of FAO and the
President of the Bank, subject to the approvals specified in paragraph 7 hereof, are ag tolJ_.cv.rs:

1. = i 24

-FAO and the Bank will co-operate together in the following fields:

ecocnomic developracr.t
objectives and general policies of the Bank and FAO and which the Bank is willing to

. consider for tirancing (including Projects for agricultural eduecasion -alling within FAU's
field of responsibility).

(b) Appraising projects of the {oregoing types.
(c) Froﬂding end-use supervision of the execution and cperation of Bank-finansed projects.

() Arranging for technical assistance required for the implementation of Bank-financed
projects, ‘

Assistance to Member Governments in agricultural planning is reenznize” ay an impartam
foundation for investment programs in the long term. Insofar as this type of activity is earried out
Wy FAQ 2s part of its Regular or cther programs, it is the sagle responsibility of FAO. Eowever,
in cases agreed with the Bank where FAO carries out this type of activity at the request of tha
3aak or in co-operation with the Bank, the activity will be part of the co-operativa program.

Allocation of Functione within the Co-onergtive Program

(a) Agsistance to Governments in [dentification and Premration of frciects

(1) AL FAQ initiative

FAQ will bring to the notice of the Bank projects which appear suitable for Bank
flnancing arising from FAO's activities, whether under its Regular or cther programs.
The Bank will advise FAO whether such projects are prima facie suitable for
consideration for financing, and if so, what further action, if 4Ny, needs to be taken

In order to prepare such prejects for appraisal. Moreover, where, in the course

of Its own activities, FAO wishes the assistance of the Banle in determining whethur

a project is likely tc qualily for Bank or other external {inancing, or what further .
steps are necessary to Prepare it for appraisal, the Bank wiil provide such assist?ncc.

-

* All references {n this memorandum to the Bank shall be taken to include both the Taak and the I
Internaticnal Development Assaciation.

WS/69324
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(o)

(c)
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issuming staif resources permit, either By way of review of the project at Bank
headquzarters or by participating in the {ield work.

(ii) Al Bank igitiative

The general survey missions ¢rganized by the Bank may inciude among their

functions the identification of promising projects in various sectors, The Bank
normally look to FAQ to provide, as part of the co-operative program, staff memberse
or consultants to serve as advisers to such missions. These advisers will participate
in defining prierity fields and major projects for investment in agriculture in the
{ramework of over-all development cbjectives. Missions of this type will be bricfed
by both the Bank and FAQ and both organizations will review and comment upon the
draft reports of such missions. In addition to these general survey missions. the
Bank pericdically sends smaller missions t0 2 member country to review the country’s
economic situation and to assess the possibilities for Bank financing. Such economic
missions usually make a preliminary selection aAmong projects submitted by the
government, and may sometimes suggest that the government work up 2 specific
project for Bank consideration. The Bank will advise FAO of all such missions on
which. it is propered to include an agricultural member, and will normally arrange

for such missions to consult with FAQ with regard to agricultural investment priorities’
and'possible projects. In.agreed cases, FAO will provide, as part of the co-operative
pProgram, a stalf member or consultant to serve as agricultural adviser tg sucha
mission.

Where, in the opinion of the Bank, a project not yet ready for appraisal {s sufficiently
promising to warrant further preparation, and the government {n question hag
requested assistance in such preparation, FAO will normally provide such assistance
as part of the co-operative program.

(iil) Ceneral]

In all work connected with the identification and preparation of projects falling under
the cu-operative program, FAO and the Bank will maintain continuing consultation in
order that they may agree on 2 work Program and on the priorities to be assigned to
different projects, and in order to minimize the possibilities of substantive
digsagreement. The support of headquarters facilities wtil at all times be given to
Bank and FAO staff and consultants engaged In work under the co-operative program.

ﬁ porai 52 | QE EPQ!:F:&

The Bank will be respansible for the appraisal of projects, upon the basis of which its
{lnancing decisions are made. However, at the request of the Bank, FAO will provide,

is part of the co-operative program, staff members or consultants to serve as agricultura;
advisers on Bank appraisal misstons. :

Epnd-Usa Sypnarvision of Bank-Firanced Proiacts

The Bank will be responsible for the disbursement of funds and the end-use supervision

of the construction and maintenance of physical facilities, and to this end will be responsibile
for such review as may be appropriate of the specifications,bids and awards of contracts.
and for whatever inspections of the project are necessary in this connection. FAQ will,

In cases agreed with the Bank, assume responsibility as part of the co-operative program,
to ascertain, both through field inapections and through review of pericdic reports and 1o
advise the Bank whether the agricultural cbjectives of the project are being achieved, and

{n particular whether tha obligations undertaken by the borrower in this regard are being
{ulfilled. The results of FAO's end-use work in the agrticultural aspects of Bank-(inzanc.d
projects will he made avzilable to the Bank and, in the event that representations ta *he
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borrower should be nncessary on agricultural matters, FAO and the Bank will consult
together on how they might best be made.

(d}) Teghrmical Assistance in Praiect Implement=tion

\ In cases agreed with the Bank, FAO will provide or arrange for, and will exercise '
ippropriate supervision over, technical assistance required for the direct implementation
of a Bank-{inanced project.

3. EBersonne]

It is agreed that the co-operative program requires a team of specialized personnel of high
calibre within the FAO secretariat which can devote itself continuously to this work (hereafter
referred to for purpose of this Memorandum as "FAO team”). The Director-General of FAO will
therefore make provision for such a team to be established as an identifiable group within the FAO
secretariat. _'FAO and the Bank will agree from time to time on the appropriate size of the FAO
team and on the types and classifications of pesitions to be included within the team, and the
Director-General of FAO will consult with the Bank on the appointment of professional staff to
the team.

Thé' FAO team, although it will be devoted full time to work in connection with the co-operative
program, will be an integral part of the FAO secretariat and will operate under the exclusive
authority of the Director-General of FAO. Both FAO and the Bank agree that it is desirable that

the hard core of the team should to the greatest possible extent be composed of existing FAO staff
members. However, it i recognized that for a variety of reasons new staff and ad hoc consultants
will be necessary, both in the initial phases of €o-operation and as the program expands, although
generally maximum cire will be taken to secure continuity in employment. It is also recognized

that it will be necessary and desirable trom time to time to use FAO staff members outside the

team for purposes of the co-operative program.

In cases where FAO intends to appoint an outside consultant to serve as agricultural advisar
to 2 Bank mission, or to provide technical assistance in the implementaticn of 2 Bank-financed
project, it will consult with the Bank a3 to the person to be appointed.

4. - mant

(2) Subject to the qualifications set forth below, the direct costs of FAO in connection with
igreed work under the Frogram, ‘ncluding salaries, allowances and other benefits and
travel costs of the FAQ team, of cutside consultants and of other FAO staff members
issigned to such work, will, until December 31 1965, be shared equally by FAO and the

Bank up to a ceiling figure to be {ixed from time to time by agreement between the two
organizations,

(b) The travel and subsistence expenses of FAO staff members and consultants. while
serving as members of Bank appraisal, general survey or other missions, will be barne
or provided for by the Bank.

(¢) FAO will pay for invisible overhead costs, including space, and for identifiable {ndirect

costs (except 25 provided in sub-paragraphs (d) and (e)) involved in its participation in the
co-operative program.

(d) The Bank will bear the cost of document repreduction and translation undertaken by FAO
in agreement with the Bank.
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(e) The cost of technical assistance directly required for the implementation of Bank-
finznced projects, including an amount for FAO's estimated administrative costs in
arranging far such technical asststance in cases agreed with the Bank, will be paid
{or out of the proceeds of the financing or will be otherwise met by the Bank. The
amount for estimated administrative costs will be 12 percent of the direct cost of .
such technical assistance, except where technical assistance is provided under contract
between FAO and some outside entity, in which event the amoun: will e fixed by agreement
between FAQ and the Bank.

(f) It is recognized that the calendar years 1964 and 1965, which comprise FAO's present
budgetary bienntum, are 2 transitionzl period during which FAO's contribution is limited
by its existing budget. For those years, the agreed ceiling figure for purposes of sub-
Faragraph (a) above, to be shared equally by the two organizations, will be $400, 000 for
the blennizm. FAO's costs in excess of this amount will be met by the Bank, provided
that FAO will not incur or commit {tself to tncur costs in excess of 3300, 000 (the
presently estimated cost of the co-cperative program) during the biennium without the
prior approval of the Bank.

(g) Continuation of the Program beyond December 31, 1985, will be subject to mutual
agreement in the light of experience and to the decision of FAO's 1965 Conference.. If
the Program is continued the direct costs of FAO for agreed work under the Program

! as defined {n sub-paragraph (2) shall be shared {n the propartion of 25 percent by FAQ
' and 75 percent by the Bank, subject to the qualifications set forth in Bub-paragraphs (b},
(), (d) and (e).

(h) The Bank and FAO will agree on the procedures for payment of funds from the Bank to
FAO, and for accounting to the Bank by FAO, ia connection with the co-operative program.
ineluding if possible provision for a workdng fund out of which the expensey of the program
cin be met.

Ralations with other Agencies

Where the Bank looks tc any outside agency for assistance in connection with agricultural
projects, that agency will nermally be FAO, However, there may be cases wheare. because of the
‘ype of project iavolved or because cf special circumstances, it would be Appropriat2 and desirable
‘or the Bank to look to some other agency, public or private, to pecform some or all of the functicns
wiich FAO would ordinarily perform under these Working Arrangements. It is agreed that {n all
such cases the Bank will consult FAO on the action it Proposes to take. It is also agraed that the

Bank will not subject FAO's advice on agricultural matters within its competence and covered by the
co-operative program to review by any outs.de agency.

6. Modification and Tarmination

These Working Arrangements may be modified or supplemented at any time by mutual
igreement between the two organizations. Each organizaticn may, after reasanable notice, terminate
the arrangements, provided that. if they are terminated bry the Bank, the Bank will reimburse FAQ
for the financial consequences of cancelling personnel commitments entered into for purposes of the
co-operative program.

7. Llfectuation of the Arrapzements

The Worldng Arrangements will become operative on an interim basis when thia Memorandum
of Understanding is signed by the Director-General of FAO and the Preafden: of the Bank, but the
continuation thereof will be gubject to the approval of the Boards of Governors in the case of the Bank
and IDA, and of the Council In the case of FAQ, It {s contemplated tha: the necessary approvals
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will authorize payment by the Bank to FAO Tetroactively to 1 March 1964 of e
purposes of the co-operative program which would
Arrangements had been eifective on that date.

30 March 1564

2 April 1964

_5_

Xpenses {ncurred for

have been eligible for payment if these Working

. W
e George D oods

President, International Bank for
Reccnstruction and Development and

International Development Association

(signed) B. R. Sen

Director-General, Food and Agriculture
Organization of the United Nationsg




o | FAv b Ploe

+ The Worlid Bank 1818 H Strest N.W. (202) 477-1234
INTERNATICNAL BANK FOR RECONSTRUCTION AND DEVELOPMENT Washington, 0.C. 20433 Cable Addrass: INTBAFRAD
INTERNATICNAL DEVELOPMENT ASSOCATICN U.SA. Cable Acdress: INDEVAS

Jamiary 24, 1995

Mr. A. Regnier

Assistant Director-Generai
FAO

Via della Terme di Caracalla
00100 Rome, Italy

Dear Mr. Regnier,

As a follow-up to the letter from Mr. Diouf of August 18, 1994 responding to the
proposals we have beea discussing for modifying the financial arrangements of the
Cooperative Program between the Bank and FAO, I would like to raise several points for
discussion. Indeed I plan to be in Rome on February 13 and 14, 1995, and would very
much like to meet with you if you are available.

We particulariy weicome the joint work programming approach suggested by
Mr. Diouf in his letter. Indeed it is our feeling that there has already been an increase in
-3 the level of collaboration and professionzl contacts between our institutions e.g_, in
regards to FAQ’s execution of the Bank’s Emergency Grant for Rwanda, the joint work
programming being planned for Africa, and work on establishing the IPM Fadlity.

With regard to the financial changes proposed for our Cooperative Agreement, the
Bank will be reducing the non-fungible or “guaranteed” level of finding to FAO over the
next three fiscal years, and phase out this system completely by FY99 (i.e., fom July 1,
1998). Over the same period, we would strive to strengthen the linkages between our two
institutions and to put into place joint work programming mechanisms. As you will
appreciate, the Bank’s budget planning exercise for FY96 and beyond provides for a
decrease in the administrative budget (a 6.5% reduction in FY96). The non-fungible
budget allocazion for FAQ will also be affected by that budget cut. For planning purposes,
therefore, it could be anticipated that for FY96, the guaranteed level of payment to FAQ
would be 90% of the budgeted emount i 2 arcund USS2.5 million.

With regard to the suggestion for a global Bank allocation for FAO to provide a safety
net for recruiting and maintaining high-level permanent expertise available on request from
the Bank, we feel that FAO should bear the full responsibility for the size, quality and
availability of its staff, and that it would not be appropriate for the Bank to continue to
provide such a safety net. It is in this context that we wish to change the current
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Cooperative Program Agreement, such that all staff lizbilities are eliminated by July 1,
1998. Indeed, we would like to initiats the drafting of a new Cooperative Arrangement
between the Bank and FAO, based on the mutuaily agreed principles of collaboration that

have been discussed.
I look forward to being able to met with you in February to discuss these matters
further.
Sincerely,
) "Alex McCalla
Director

Agricuiture and Naturai Resources Department

)
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cc: Mr. I. Serageldin
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Dear Mr. Serageidin, 2

-’
-

[ wish 10 respond to your leterof 1 July 1994, concerning the
FAO/World Bank Cooperative Programme (CP) and the proposed new faciliry for

-

[ategrated Pest Management (IPM).

Regaraing the CP. I weicome your confirmation thar tqe Banic's
budgerary allocznon for FY95 wiil be ciose to previous levels a: USSI0, 134,600,
based on the joint work programme developed in April of this year. [ also note
that these resources couid be increased shouid additional.actvides be agresd with
Bank Operational Divisions, as is usually the case during the course of the financial
year.

Concerning future CP arrangements, and- in line with eariier
correspondence. [ am aware of the Bank’s wish to move from the established
system of a pricri financial 2ilocadons for the joint programme to one where the
resources for suzil work are drawn from the normal budgetary provisions of Bank
units involved.

[ share your view that the arrangement wheredy the Bank's budget
allocation for FAQ is largely incrementai to divisionai budgets, is not adequate.
[ Belisve that a ccliaboradve mechanism for developing agresments on a two-year
joint work programme for review on 2 yearly basis, is more appropriate.

[ am also convineed that such a new approach is compatible with a
special global Bank ailocation for FAO to provide the safety net for recruiting and
maintaining the high-level permanent expertise available on request from the Bank.
The non-fungible FAO allocation would therefore not be tmposed on divisions at
a fixedrato and the staff liability provisions of the curremt Cooperative
Programme Agresment wouid not need to be changed.

Mr. [smail Serageldin

Vice President

Environmenzally Sustainabie Development
The World Bank

Washington D.C.
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[am confideat that such an arrangement would be mumually benefidal,
given the commoen commimmant ta broaden and idreasify coilaboraton betweeg our
*wo Organizations to achieve the shared goai of increasing resourca flows for
sustainable food and agricuitural developmear activides.

Finaily, concerning the envisaged rmuiti-agency [PM Faciiity and Trost
Fund, I weicome your indication thar the Bank wouid be wiiling 10 ailocats some
USSS525,008 o assist in idexzfying and preparing investment opportunities o
promote the uptake of IPM technologies in our memper counmies. [ strongiy
support this type of collaboradve effort towards which FAQ can make a very
substantial conmiburion. - .

-
-

-

Yours sincereiy,

Jacgues Diouof
(Director-Gegerzi) |



