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The World Bank
Washington, D.C. 20433

U.S.A.

ISMAll SERAGELDIN
Vice President
Environmentally Sustainable Development

June 30, 1995

Mr. James D. Wolfensohn:

Subject: Briefing Note on Bank/FAO Collaboration

Issues Statement:

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/FAO) 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 FAO 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 Mr-. Diouf and
myself. This you may wish to discuss with Mr. Diouf.

The Budget Issue:

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 of 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 FAO). 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 FAO.



Mr. James D. Wolfensohn 3 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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DATE: June 27, 1995 04:43pm

TO: Ismail Serageldin ( ISMAIL SERAGELDIN )

FROM: Alexander McCalla, AGRDR ( ALEXANDER MCCALLA )

EXT.: 85028

SUBJECT: 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, 1992. 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. Sacuma
advising that the Bank wished to change the financial
arrangements of the Cooperative Program.

April 16, 1993. 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 between Mr.
Rajagopalan and Mr. Saouma on March 19, 1993.

April 28, 1993. Mr. Preston replied to Mr. Saouma 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. Diouf (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 cooperation between FAO
and the Bank albeit with a reduaced guaranteed budget.

March 8, 1994. Mr. Regnier, replying on behalf of Mr. Diouf,
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 1994-95
biennium at the FY94 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 program 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 1964
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, 1994.)

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 reaffirming the Bank's intention 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 FAO 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
Aareement. (The changes suggested by Mr. Krishna are currently
being incorporated, however, further discussions are needed
before finalizing the recommended changes.)

CC: Douglas Forno ( DOUGLAS FORNO
CC: INSTITUTIONAL ISC FILES ( INSTITUTIONAL ISC FILES @Al@WBW



DRAFT (to be printed in Mr. Serageldin's-ietterhead)

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

I 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. I 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 I 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. Q WUI 64145 W FAX (202) 477-6391



Mr. Jacques Diouf June 27, 1995

Finally, I note that Mr. McCalla will be arriving in Rome on July 19 and will be
available for meetings on July 20 and 21. 1 believe he has written you in this regard 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 Serageldin
Vice President

Environmentally Sustainable Development

cc: Mr. Alex F. McCalla, AGRDR
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23 June 1995

Dear Mr. Serageldin.

I 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

common concern.

Sin ely yo

Executive-Officer
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 196.VL995

TCI-DG/95/

Dear Mr. *ageldin,

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 FAO's interest in cooperating with the World Bank and UTNDP 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.



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. I 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 to 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.



-3

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.

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

Yours sincerely,

Jac ues Diouf
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March 31st, 1995

Mr. Jacques Diouf
Director GCneral
FAO
Viale delle Terme di Caracalla
00100 Rome, Italy

Dear Mr. Diouf,

I am writng to follow up on Our Cn~trjiv diSCUS.Sjon at our lunc-hyesterday and to confi our agreemen on several key points. These are in the a of

- Global Water Parmership
- Forestry
- Food Security Summe
- Integrated Pest Management (IPM) Facility
- Indicators of Sustainable Developmen

Global Water Partnership

We tfmGed that FAO, UNDP and the World Bank would join with othersto form a Global Water Partesiship, to foster the conservation and more effective use ofscenp water resoues. ThiUNP ill nvolve PUUlng together our respective initiativ, fore=MPie within the tJNDP-Worid Bank water and sanitation program, and IpTRrD. Wcwould welcome FAo's partcipation with UNDp and th n Bank; and ot Irs in . this
important activiry. I shall be writing to you separately to propose some peitjoin
activities which draw on the relative sseghs of our two orgsizif.:n:i

Foregrry

In rega d to our discussions on forestry, we agreed on the need to worktogether in a number of specifc coutndes, which have large forest resourcc, and a stronginterest in developing capacity in forest arenageme In my recstr meeting with mSpeth of UNDP, we agreed to identify a number of countries where ajoint kuprahwoud be beneficial. FAO's participation in his efort, both in the identificaioa of keycountries and in the support and conduct ofjoint activities Js wcomed. It would behelpful if FAO, UNDP and the Bank lamch a tripartitet progm review on the occasio

1 202 473 3112 06-26-95 08:46AM poot:30
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of the CSD Meeting in New York on April 12. 1 understand our respective staff havebeen discussing this proposed review and I am pleased at the progress which is being
made. This would enable us to determine the outline and operational plans of our
tripartite activities with the view to initiating activities in two or three countries this year.

Food Security Amit

I rciterate my strong support for the 1996 Food Security Summit, and
welcome your strong leadership. I indicated I would be prepared to take a proposal
forward to the Bank's Special Grants Committee, to enable the Bank to make a fmancial
contribution to the Summit. I look forward to receiving details of your proposal for Bank
runmng.

In the lead-up to the Summit, I believe your idea of using the various
related meetings as building blocks far the Summit and providing background
documentation. rather thn having a separate series of preparatory meetings is an
excellent one, which saves valuable time and resources. In this light, IFPRI's 2020
Vision study could make a valuable contribution to the Summit and provide some useful
background documentation. Also, the IFAD sponsored Hunger meeting in November
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 maxim extent
possible in these lead-up meetings as well as in the Summit As we agreed Mr. McCalla
will participate in FAO's 50th Anniversary Semina in Quebec in September. I regret
that this event occurs at the time of the Bank's Anmual Meetings, which makes my own
participation most unlikely.

Indicatos of Sustninable Develnpnmenr

In regard to our discussion on the development of indicators of sustainable
development, for monitoring environmental progress, I am grateful for the valuable work
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 need to work
together and to share responsibilities in this field. This is truly exciting policy-oriented
work, which for the first time, is encouraging more analytically orientated work on
compiling indicators of sustaisle development. I see this as an important ite.m for
discussion at the forthcoming CSD meeting.

1 202 473 3112 06-26-95 08:4bAM P002 #30
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I have Written to YOU under separate cover on the Bank's willingne toCOS'onsor a new 1P-M faility with FAQ, UNDR P and UNEp.Tiss lryanrawheFAO has an enviable track record, espehall i. Ths is clearly an area where
Bank is increasing its invesents. We are pe a ed to in Asle t 1PM is an are where toe
joit policy and technical work to extend the se oeale to support and exad o
management strategies to a wider zange- Of cou~uria and Conmmodities

In conclusion, I was delighted with the cmstluctive
many opporunities for our two agencies to work togther. an thi ldiscussions, and the
McCalla to visit Rome, as soon as possible, to cotogide th light, a e 
collaboraton and identify new opportxnisid. the above areas of

Sincerely,

Tsmail SeMrgeldin
Vice-Preidn

Evironmentally Sustninable Development

1 02 473 J112 06-26-95 Od:46AM P003 #30
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Marcn 12. 1992

Dr. Edouard Saouma
Director-General
Food and Agricultural OrganiZAtion

of the United Nations
Via dalla Terms di Caracalla
00100 Rome, Italy

Dear Dr. Saouma:

I am writing to you in connection with the FAO/torld Bank
Cooperative Program (C). We acach considerable importnca to this long.
standing and fruitful relationship. As you know, this program is renewed, on a
bi-aal basis and the next extension is due to cake effect on Julv 1. 1992.
I.vould lik to usa this occasion to initiate a discussion of cert:zin issuez.
which are being raised with a view to reachin; =u ' unc.rs :ztn-.. on how
Bank-FAQ collaboration can be fur=har improved.

As you no doubt are aware. from time ez time. cuest:i.s na e ose,
raised both within tha Bank and by some of our borrowers about cha .. tura a:
the program. I indarstand that the main concern of Bank agricultural staff
and managers is their inability to access the full institutional expartias of
FAQ. The original idea of a 75:25 Bank-FAO cost sharing arrangement for the
CP seems to have been based on the v-iew that FAO's contribution of 25% would
provide access to the rest of FAO's institutional expertise. However. over
the years the CP seems to have become more and more removed from the
mainstream of FAO activities. Under these circumstances, the value of the C?
is increasingly being called into question by Bank staff. In light of this
concern. I have been asked to discuss the present cost-sharing arrangement
with FAO with a view to reducing the Bank's share.

Given the extant of questioning on this matter, it is believed
that it would be useful for our t-o institutions to examine in a systematiC
way how we can collaborate more effectively. I have been asked by the
President of the Bank to explore with FAO the possibility of such a review.
This would enable us to address in a detailed and systematic fashion any
problems that might exist with the C? but also to examine other areas
of collaboration between our institutions with a view to making future
collaboration more productive. Such an analysis should be iniciated fairly
soon so as to be compleced well in advance of the next decision point (FY95)
when negotiations are to again take place on the CP budget.



I would ike to make use of the first mutuallv convenjent
opport.ity to discuss these macters with you in person. In the eanti,
would be most helpful if you could nominate a suitable person to initiae
discussions on these matters on your behalf.

Sincerely yours,

V .R Raj go PaIAnm
Vice President
Sector and Operations policy

Claared with the President's office. March 13, 1992.

VO



MEMORANDUM OF UNDERSTANDING WITH RESPECT TO WORKING ARRANGEMENTS BErw4.T.EE FOOD AND AGRICULTURE ORGANIZATION OF THE UNITED NATIONS AND THEINTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT AND THE INTERNAT10NAi.
DEVELOPMENT ASSOCIATION

FAO and the Bank * have for many years been co-operating on an ad hoc basis on matters ficommon concern. Now that the Bank intends to put more emphasis than hitherto on schemes furimprovement of agricultural production, which are of equal concern to FAO, this Co-operation willhave to be intensified. It accordingly appears desirable both to FAO and the Bank that workingarrangements be agreed upon setting forth the principles to govern such co-operation.

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

I. The Co-ocerative Progranm

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

(a) Assisting countries of common membership in the identification and preparation ofagricultural projects of types which fall within the framework of the economic deveiopra.tobjectives and general policies of the Bank and FAO and which the Bank is willing toconsider for financing (including projects for agricultural education .:alling within FAO'sfield of responsibility).

(b) Appraising projects of the foregoing types.

(c) Providing end-use supervision of the execution and operation of Bank-financed projects.

(d) Arranging for technical assistance required for the implementation of Bank-financed
projects.

Assistance to Member Governments in agricultural planning is reci)nize.~ as an ir:.portnafoundation for investment programs in the long term. Insofar as this type of activity is carrcd outrAO as part of its Regular or other programs, it is the sole responsibility of FAO. However.in cases agreed with the Bank where FAO carries out this type of activity at the request of the3ank or in co-operation with the Bank, the activity will be part of the co-operative program.

Allocation of Functions within the Co-oerative Program

(a) Assistance to Governmnents in Mentificntion and Premrallon of Prmts

(i) At FAO initiative

FAO will bring to the notice of the Bank projects which appear suitable for Bankfinancing arising from FAO's activities, whether under its Regular or other progrars.The Bank will advise FAQ whether such projects are prima facie suitable for-consideration for financing, and if so, what further action, if any, needs to be takenin 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 whethera project is likely to qualify for Bank or other external financing, or what further.steps are necessary to prepare it for appraisal, the Bank will provide such assistance.

All references in this memorandum to the Bank shall be taken to include both the .ank and theInternational Development Association.

7s/69324



assuming staff resources permit, either by way of review of the project at Bank
headquarters or by participating in the field work.

(ii ) .t Bank initiative

The general survey missions organized by the Bank may include among their
functions the identification of promising projects in various sectors. The Bank
normally look to FAO to provide, as part of the co-operative program. staff niember.
or consultants to serve as advisers to such missions. These advisers will participate
in defining priority fields and major projects for investment in agriculture in the
framework of over-all development objectives. Missions of this type will be briefed
by both the Bank and FAO and both organizations will review and comment upon the
draft reports of such missions. In addition to these general survey missions, the
Bank periodically sends smaller missions to a member country to review the countrys
economic situation and to assess the possibilities for Bank financing. Such economic
missions usually make a preliminary selection among projects suomitted by the
government, and may sometimes suggest that the government work up a specific
project for Bank consideration. The Bank will advise FAQ 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. In agreed cases, FAQ will provide, as part of the co-operative
program, a staff member or consultant to serve as agricultural adviser to such a
mission.
Where, in the opinion of the Bank, a project not 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) Genera

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 a 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 all times be given to
Bank and FAO staff and consultants engaged in work under the co-operative program.

(b) Acoraisal of Proiects

The Bank will be responsible for the appraisal of projects, upon the basis of which its
financing 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) End-Use Sunervision of Bank-Financed Proiects

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.
and for whatever inspections of the project are necessary in this connection. FAO will.
in cases agreed with the Bank, assume responsibility as part of the co-operative program.
to ascertain, both through field inspections and through review of periodic reports and to
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
fulfilled. The results of FAO's end-use work in the agricultural aspects of Bank-finaned
projects will be made available to the Bank and, in the event that representations to he



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

(d) Technical Assistance in Proiect Inoementation

In cases agreed with the Bank, FAO will provide or arrange for, and will exerciseappropriate supervision over, technical assistance required for the direct implementationof a Bank-financed project.

3. Personnel

It is agreed that the co-operative program requires a team of specialized personnel of highcalibre within the rAO secretariat which can devote itself continuously to this work (hereafterreferred to for purpose of this Memorandum as "FAO team"). The Director -General of FAO willtherefore make provision for such a team to be established as an identifiable group within the FAOsecretaia:. FAO and the Bank will agree from time to time on the appropriate size of the FAOteam and on the types and classifications of positions to be included within the team, and theDirector-General of FAO will consult with the Bank on the appointment of professional staff tothe team.

The FAO team, although it will be devoted full time to work in connection with the co-operativeprogram. will be an integral part of the FAO secretariat and will operate under the exclusiveauthority of the Director-General of FAO. Both FAO and the Bank agree that it is desirable thatthe hard core of the team should to the greatest possible extent be composed of existing FAO staffmembers. However, it is recognized that for a variety of reasons new staff and ad hoc consultantswill be necessary, both in the initial phases of co-operation and as the program expands, althoughgenerally maximum care will be taken to secure continuity in employment. It is also recognizedthat it will be necessary and desirable trom time to time to use FAO staff members outside theteam for purposes of the co-operative program.

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

4. Financial Arranrem-tents

(a) Subject to the qualifications set forth below, the direct costs of FAO in connection withagreed work under the Program, including salaries, allowances and other benefits andtravel costs of the FAO team, of outside consultants and of other FAO staff membersassigned to such work, will, until December 31 1965, be shared equally by FAO and theBank up to a ceiling figure to be fixed from time to time by agreement between the twoorganizations.

(b) The travel and subsistence expenses of FAQ stalf members and consultants, whileserving as members of Bank appraisal, general survey or other missions. will be borneor provided for by the Bank.

(c) FAO will pay for invisible overhead costs, including space, and for identifiable indirectcosts (except as provided in sub-paragraphs (d) and (e)) involved in its participation in theco-operative program.

(d) The Bank will bear the cost of document reproduction and translation undertaken by FAOin agreement with the Bank.



(e) The cost of technical assistance directly required for the implementation of Bank-
financet projects. including an amount for FAO's estimated administrative costs in
arranging for such technical assistance in cases agreed with the Bank, will be paid
for 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 amount will be fixed by agreement
between FAO and the Bank.

(f) It is recognized that the calendar years 1964 and 1965, which comprise FAO's present
budgetary biennium, are a transitional period during which FAO'S contribution is limited
by its existing budget. For those years, the agreed ceiling figure for purposes of sub-
paragraph (a) above, to be shared equally by the two organizations, will be $400, 000 for
the biennium. FAO's costs in excess of this amount will be met by the Bank, provided
that FAO will not incur or commit itself to 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, 1965, 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 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),
(c), (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, in connection with the co-operative program.
including if possible provision for a working fund out of which the expenses of the program
can be met.

RelAtion with other Agencies

Where the Bank looks tc any outside agency for assistance in connection with agricultural
projects, that agency will normally be FAO. However, there may be cases where. because of the
type of project involved or because of 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 functions
w:iich FAO 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 agreed that the
Bank will not subject FAO's advice on agricultural matters within its competence and covered by tne
co-operative program to review by any outsdie agency.

6. Modification and Ternination

These Working Arrangements may be modified or supplemented at any tire by mutualt
agreement between the two organizations. Each organization may, after reasonable notice, terminatethe arrangements, provided that, if they are terminated by the Bank, the Bank will reimburse FAO
for the financial consequences of cancelling personnel commitments entered into for purposes of the
co-operative program.

7. Effectnatlon of the ArransremPnts

The Working Arrangements will become operative on an interim basis when this Memorandum
of Understanding is signed by the Director-General of FAO and the President of the Bank, but the
continuation thereof will be subject to the approval of the Boards of Governors in the case of the Bankand DA, and of the Council in the case of FAO. It is contemplated that the necessary approvals



wtll authorize payment by the Bank to FAO retroactively to 1 March 1964 of expenses incurred forpurposes of the co-operative program which would have been eligible for payment if these Working
Arrangements had been effective on that date.

30 March 1964 (signed) George D. Woods

President, International Bank for
Reconstruction and Development and

International Development Association

2 April 1964 (signed) B. R. Sen
Director -General. Food and Agriculture

Organization of the United Nations



STRICTLY CONFIDENTTAL

CP/FAO Transitional Arrangements

Draft Proposal

Obiectives

The over-riding objective 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 be
$.2 million.

ii) FAO 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 in conjunction with the preparation of Bank
projects in 1993.

Transition Obiectives

This draft proposal has been developed with the following
points in mind;

i) that it should be budget neutral 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 operational
staff in contracting services.
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pOOD AND AGRICULTURE ORGANIZATION OF THES UNrTED NATIONS

The Director-GrSl

Doar Mr. Preston.

. write to request clarification of your position on the future of the.

FAOIW Coopertive Prografm.

My Deputy, Mr. HJort. recevd g communltion from

Mr. 4Pagopolan on 13 April 19 93, naforrrdng that the Bank doe not

wah to ocrrfnue beyond 1 July 1994 Its long.aandflg finarcia

commitmn rde. a pTiorl at the baginning of each blenmium, to Jointly
ftfno the Cooperative Prograern. At the am time. the

commniOdon expreme the wish to develop oollaboration with aln the

pTWmme dpartmerst of FAO.

1 wish to Inform you that Mr. 4alagopalan rnade no mmion ~f

gank plans to discontrna the Cooperatve Programme during his meedng
with me-on 19 March 1993: however, he so indicated to my Deputy

iWrmmdatey afar our rnmeting.

This ambivalent communication ix also confusing. If you in fat

have taken a unilateral decition wtth- respect to the Cooperativ
- Programm, I need to know it specifically from you so that th resuting

aedon can be planned and implernntmd with a rrdrdrnum of disruption to

tIn work we jointly undwtake on behalf of our Mernbir Nations. I would

also appreciate lowing the reasons for your decision. m the FAO

govering bodies would certainly wish to be informed of these.

Mr. Lewis Preston
* President

Th World Bank
Washington
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The non-guaranteed (fungible) portion of the FY94 base, is 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 period, with quarterly adjustrents to be made by each
Region among its agricultural divisions.

Additional Issues/auestions

i) the above proposal is based on using 1994 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, is to help
FAO maintain an "advisory service", should not this be "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 memorandum
of understanding between the Bank and FAO. The IFAD/FAO agreement
might provide a starting point for what the Bank would want,
although any transitional arrangements would need to be added.



FOOD AND AGRICULTURE ORGANIZATION OF THE UNITED NATIONS

The Director-General

Rome 2 5.V.19 93

DDC-DG/93/ 4 2

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. Essentially, 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-i-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

Vim deli Terms dl Caracelts. 00100- ROME Cables: FOODAGRI ROME Telex: 610181 FAO I Telephone: 57371



to be eliminated, they would be entitled, among other payments, to Terminal
Indemnities. The approximate total costs, US$ 11.5 million, are indicated in
detaii in the enclosed table, of which we estimate a potential 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 a 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 supportive activities 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 allotments. Prospects for continuing
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 disruption. This
would reduce the total costs which might be involved, and the Bank's related
potential liability.

I believe it important that FAO and the Bank discuss, as early as
convenient, the possibilities and necessary conditions 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 involved.

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
pursue the matter vigorously, on one hand through the better accessing of
FAO's technical divisions through the Cooperative 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.



P .'3-10:2 WORLD BR4' aO CDG9 6 F404

In this conneCtion, I caUll to your attention paragraph 6 of the 1964

Memorandumn of Understndig, by which the Cooperative Programme

va established aid which specifies the obligations of the Bank in the

event at arth rangement is terrninsd by the Bank. The financial

onequ associated with the termination of the Cooperative

ProgurMn, xstaff, being verified, wai be several millIon dollarz.

The indladon that the Bank wishes to terminate the FACIWorid

Bank Ccperadve Programme, after 30 years cf good experience and a

ws-Uaird suft complemem of 62 professional and 51 general service,

is clearly at odds with recent developments. Snce receipt of

Mr. !WagQpsian's letter of more than a year ego (12 March 19321. we

have dowatd casiderable time and effortto the exploration of masura

t could be taken ta enhance collaboration, not reduce It.

Over the past year we noted with particular Interest your

tasingmi . concerng closer cooperatidn between the World Bank and

the UN agencies, and closely followed dveloprnmw in the Bank rulated

to e prepration and discussion of the report -ffective

l-plaunwtloCU Key to Development Impact. The letter of

March 'I92, your sxataummeW and the report encouraged us to believe

tht w r was a sincere desire an the part of the Bank to enhance

cooperdon and cottaboraeton.

ki pardcular, the concluslons of the Report led us to believe that

te Bank would ensure a clearer separation between the preparatiOn and

aprainst ofInvestment projec. We the refor suggested that the Bank

consider an axpansion in the capacity of the FAO investmnt Centre so

that It could prepare, In cooperation with our Member Nations, all the

projes for Bank financing that fall wthin our mandate. Project

appraisaI for such projects would remain a Bank task. In addition to

avoldnuthe conflict of interest associated with the Bank's preparing and

apprasilng some projects, it was believed that the proposed approach

would enhance the quality and Impact of BUnk pr)ects in the broad %ed

of food and agriculture, and facilitate the development of the capacity to

prepare food, agrtoulture. forestry and fishery invesument prolects by our

Member Nadons.

These and related Initiatives for enhanced collaboration between

our Organlzsdons, building on the srngths of our Cooperative

• Programrne, would. I believe, lead to a more effiolent and effecttve

process for the Identification and preparation of food and agriculture

Investaent prolects and to a higher payoff from auch projects for the

beneft of our Member Nations.
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THE WORLD BANK
Washington, D.C. 20433

U.S.A.

EWS T. PRESTON
April 28, 1993

Dr. Edouard Saouma
Director-General
Food and Agriculture Organization
Via delle Terme di Caracalla
00100 Rome
Italy

Dear Dr. Saouna:

Thank you for your letter of April 16, 1993, concerning 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-FAO
collaboration 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 staff. The minutes of that meeting, which
were provided to FAO, 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

fRther record that at the end of the meeting it was suggested that FAO might
make proposals for improvement of collaboration between the Bank and FAO.
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 after 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



Dr. Edouard Saourna - 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 collaboration between
our two organizations. That is why Mr. Rajagopalan suggested a systematic
examination of this matter more than a year ago. With respect specifically to the
FAO Investment Center, the Bank looks forward to continuing collaboration with
the Center, albeit in a 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 FAO.

There is still time 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.

Sincerely,

(Signed) 1 s T- est

Lewis T. Preston
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 Formula

FY95: 7The Bank would undertake to compensate FAO for not,
less than 90% of the present (base) value of the Bank's
contribution to the Cooperative Program ($10.6 million in 1994).
Bank Operational Units would contract directly with "CP/FAO", the
charges for services to be at a flat rate of $450/day ( current FAO
estimates) plus travel expenses. Payment would be from a non-
fungible fund, equivalent to 90% of the present value of the Bank's
contribution to the Cooperative 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.

FY97 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 FY94 base.

FY98 There would be zero guarantee from the Bank.

Re? Paragraph 6 of the 1964 IBRD/FAO Agreement

(.. ."if. .terminated by the Bank, the Bank will reimburse FAO for
the financial consequences of cancelling personnel commitmants
entered into for the purpose of the co-operative program")

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 reduced
annually over the "transition period" according to the number of
staff employed by the FAO/Cooperative Program as of March 31,1993
(ref. Mr. Rajagapolan's letter formally advising FAO that the Bank
would like to "change the modalities of (our) relationship with
FAO.") minus i) the number of CP/FAO 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 estimatas
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 "transitional" process would be reviawed
annually between the Bank and FAO in March of each year, commencing
March 1995, at which time such matters as i) FAO charge-out rates
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, I need a clear response from you as

to your intenons regarding our Cooperutive Programme. I need It both

in order to set in motion the action for its eventusi closure, if that is

indeod yur d n nrdar -= myprposals tm the FAC

*goveming bodfes for our future work in this area.

My Outline Prograrn of Work and Budget for 1994-95 has

alreedy been considered by the Programme and Finance Comnrettaes.
The Sumarny Programme of Work and Budget will be considered by
these ConiytSOs In May and the FAO Council In June.. Both these
documnt were prepared on the basis of a corrdnuing Cooperative

Progrmn.

• I would appreciate having your response with respectto the future
of the Cooperseve Programma prior to the meeting of the Programm
and Finance Comrnitte schedLded for 11-20 May, so that the
Canunites and CounciI may be Infrrmed of the decision Inttsted by the
Wodd Bank. Its Imicanon for the Cooperntve Progranne and th

• proposal would wish to submit in the context of FAO's Programme of

Work and Budget for 1994-95.

In thmee ar nhtaes, I would apprecita your giving this rnt r

Your sincerely,
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For the detailed discussions which I believe are now necessary on these
matters, I wish to inform you that I am designating Mr. Andr6 Regnier,
Assistant Director-General of FAO's Development Department, to undertake
the appropriate contacts with Bank cus. 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,

0 Sao



Attachment
ESTIMATED TERMINATION PAYMENTS
FAO/WB COOPERATIVE PROGRAMME

(as of 30 June, 1994)

Description D and Prof. GS Total
_ Posts Posts

.......................................... 0$s ................. ............
Termination
Indemnity 2,284,958 1,367,717 3,652,675

Accrued Repatriation Grant 906,915 81,711 988,626

Accrued Annual Leave 747,128 241,014 988,142

Separation Payments
for GS Staff 1,304,562 1,304,562

Sub-total I3.939.0011 2.995.0041 6,934,005

Salary Increments
accrued by 30.06.94 196,950 149,750 346,700

Post Adjusntment Factor 196,950 0 196,950

Salary Increase for GS Staff 0 149,750 149,750

Sub-total I 393,9001 299.5001 693.400

Total Terminal
Emoluments 4,332,901 3,294,504 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

GRAND TOTAL 11,502,805
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FOOD AND AGRICULTURE ORGANIZATION OF THE UNITED NATIONS

The Director-General

Rome . 1. 1

DDC-DG/94/ F

Mr. President,

Upon assuming responsibility as Director-Gcneral of FAO, I wish to confmn to
you the importance which I attach to continuing strong coop.rarion between our two
iK5tLtu~lURlt ilt jp8Iw&,Ji in"SEtauzat .1LL L... . .. , . IL.. 8J*LI TL 1 . i.) aas' "4.
to which I assign the highest priority, in particular to achieve greater food sccurity and
increased food production in food-deficit countries - as well as to opcn up viable and
environmentally sustainable 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 agricultural investment projects, generating total investments of
US$40 billion, of which USS28 billion has been advanced from Bank loans and IDAcredits. A productive and efficicnt 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 or FAO's cooperation with the Bank is currentlyunder review, and I have already had vcry positive discussiois abuuL (his in December
with a number 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 betwcen FAO and the Bank in meeting thecritical agricultural investrmcnt challenges of the future.

In order to advance the discussions on this subject beyond the prcsent informalexchanges, 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 yourconfirmation of the convenience of this date.

Mr. Lewis T. Preston
President
The World Bank
Washington D.C.

- -.-------- ee me~g:'UVUA^VtJ ROME Telex: 670181 FAo i Taophone: 67971
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Based on the working level consultations held so far, Messrs. Rcgnier and
Forbes Watt would exchange views with senior Bank officials, including in particular
Mr. Scrageldin, Vice Presidents of differen: regions and other senior officers
concerned, on the framework and possible details of strcngthened arrangements for
FAO/World Bank cooperation, to cnable an early conclusion of this outstanding issue
and arive 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 intcrest for our two organizations. I shall shortly bc in touch with you about this
visit, so that a mutually convenicnrt date can be fixed.

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

Jacques Diouf



The World Bank
Washington, D.C. 20433

U.S.A.

ISMAIL SERACELDIN
Vice President
Environmentally Sustainable Development

Mr. Jaccues Diouf
Director-General
Food and Agriculture Organization

of the United Nations
Via Delle Terme di Caracalla
00100 Rome, Italy

March 4, 1994

Dear Jacques,

It was a real pleasure to meet you in your newresponsibilities, and I would like to thank-vou for theespecially warm welcome that you gave me and mycolleagues at FAO. I look forward to seeing you when youcome -to Washington next week.

Allow me also to reiterate how happy I am that we have anagreement in principle on how to reinforce. thecooperation between FAO and the Wor-ld Bank-. As I toldyou, we are delighted with the planned reorgqnization ofFAO that would enable the Bank to benefit from a broaderspectrum of FAO expertise. We, for our part, recognizingthe strong wishes you expressed for some stability inthe situation of the Cooperative program budget forFAl s transitional budget, the fir'st under yourleadership, have agreed to maintain the "guaranteedlevel" at the current level for the first year, FY95, andto move towards the new arrangements that would be morereflective of a "demand driven" approach only in thesecond year, FY96. That would mean that for FY96, thelevel of guaranteed budget would drop to 90%, taperingdown thereafter in the next two years. Since the FAObudget is on a calendar year basis, this would de facto
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enable you to plan on a full 100% supcorz for the firsbiennium, assuming that the first half of Fy96 rirs
would be the last half of vour second year or the
biennium) would be at 100% and the second half woud beat 80%, making an average of 90% for the year.

As you said, I am convinced that the exerience ofworking with the reorganized FAO will probably increase
the demand for the CP's services, and in all probability,this proposed reduction in the guaranteed level will notbe activated. Nevertheless, this is the direction thatwe are moving to within the Bank itself, and itrepresents an essential Part of the future philos phy ofthe Bank's management practices. 

-ioo

On the topic of the CGIAR, I would like to confirm thatI do not wish to see the secretariat in Rome reduced;much less moved. I think it is essential to maintainand strengthen the links between the FAQtand the CGL aswell as those between the Bank and the :FAQ. I amtherefore in the fullest accord with the position thatyou expressed to the visiting Oversight Commit teemembers.

a look forward to seeing you during your visit toWashington.

With very best wishes,

Sincerely,

Ismail Seragelqin
Vice President

Environmentally Sustainable Development



Food and Agriculture Organization of the United Nations

Liaison Office for North America
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Director: 653-2400/1
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8 March 1994

Dear Mr. Serageldin,

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

First, we are very pleased to note that FAO and the Bank share the
same views on the question of the CGIAR. In particular, we look
forward to cooperating with the Bank with a view to improving national
research capacities in the developing countries.

As concerns the FAO/Vorld Bank CP, we are appreciative of the
Bank's intention to maintain the present strong level of cooperation,
which, as you point out, may even increase in future. This would
be in line with the active new 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 new philosophy, or a revitalized partnership between the two
institutions. Indeed, the best way to ensure that CF cooperation is
demand-driven is by having a jointly-agreed programme for a full
two-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 Vorld Bank
1818 H Street, N.W.
Vashington, D.C. 20433
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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,

A. Regnier
Assistant Director-General
Development Department



The World Bank
Washington, D.C. 20433

U.SA

ISMAL SERACELDIN
Vice President
Environnentally Sustainable Development

July 1, 1994

Mr. Jacques Diouf
Director General
FAO
Viale delle Terms 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 collaboration with FAO over the
1994-95 biennium at the FY94 level. Based on the joint work program developed
during Mr. Forbes Watt's visit, the World Bank's specific budgetary allocation
for project related activities under the traditional arrangements of the
Cooperative Program for FY95 will be US$10,134,600. We are prepared to
consider increased resources if demand from the Operational Divisions
increases, and of course if FAO/CP is able to cope with such requests.

In addition, we 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 the 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 Facility would assist in identifying
and preparing investment opportunities to expand the uptake of IPX 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 our 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, does 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 FAD 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 current
agremnt.
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The new agreement should provide the framework for expanded
collaboration on themes of joint interest, including greater professional
level contact. We would also like to discuss practical modalities for joint
programming of activities under this new collaboration.

I trusat the above arrangents are satisfactory to you. At the same time
we would welco any additional suggestions you may have.

Yours sincerely,

Ismail Serageldin
Vice President

Environmentally Sustainable Development
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Dear Mr. Serageldin, Drue1Ref. No.

I wish to reu Iuly 1994, concerning the
FAO/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 USS10,134,600,
based on the joint work programme developed in April of this year. I also note
that these resources could be increased should additional activities 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.

I share your view that the arrangement whereby the Bank's budget
allocation for FAO 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 global 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 CflT. D
Environmentally Sustainable Development
The World Bank
Washington D.C. -

Via delli Terms di Caracalla. 00100-ROME Cables: FOODAGRI ROME Telex: 610181 FAO I Telephone: W171
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I 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 multi-agency IPM Facility and Trust
Fund, I welcome your indication that the Bank would be willing to allocate some
USS525,000 to assist in identifying and preparing investment opportunities to
promote the uptake of IPM technologies in our member countries. I strongly
support this type of collaborative effort towards which FAO can make a very
substantial contribution.

Yours sincerely,

Jacques Diouf



The World Bank 1818 H Str N.W. (22) 477-234
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January 24, 1995

Mr. A. Regnier
Assistant 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 fnancial 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 e.g., 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-fingible or "guaranteed" level of fimding 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 b'etween 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 allocation for FAO 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%1 of the budgeted amount, i.e., around USS8.5 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

Rc 249. WU .4146 FAX aCa 4771
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Cooperative Program Agreement, such that all staff liabilities are eliminated by July 1,
1998. Indeed, we would like to initiate the drafting of a new Cooperative Arrangement
between the Bank and FAO, based on the mutually 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

Agriculture and Natural Resources Department



THE WORLD BANK/IFC/M.I.G.A.

OFFICE MEMORANDUM

DATE: June 20, 1995

TO: Mr. Ismail Serageldin, ESDVP

THROUGH: Alex F. McCalla, AGR ,

FROM: Douglar F T
SpTN

EXTENSION: 39406

SUBJEcT. FAO: Proposed Letter and Changes in Cooperative Agreement

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
once 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-nr.t 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
FAO 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 will, however, be monitoring
actual usage closely to gauge demand for CP/FAO along with their cost-effectiveness.

Attachments:
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June 6, 1995

Mr. Jacques Diouf
Director-General
FAO
Via della Terma di Caracalla
00100 Rome, Italy

Dear Jacques,

I am pleased to confirm that the World Bank budget allocation for FAO in FY96under the Cooperative Program will be USSS.408 million, in line with our most recentcommunication 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 forFAO services remain strong at about 88% of the aggregate level of requests in FY95, i.e.,before the change in the fnancial arrangements to begin putting the system on a more
demand driven basis. The balance of funds, i.e. the difference between the FY96 figure
and that of FY95 (USS 10. 1m) is to be returned to the regions as a fingible element oftheir budgets, except that, in line with our earlier communications, we have provided forUSS 0.5 m for the IPM Facility.

With regard to the overall level of collaboration between our two institutions, Ibelieve there has been a significant improvement over the past 18 months. Some key areasin which mutual interests exist and where closer professional ties are being forged are insoil fertility management especially Land Quality Index work, pest management, IPM andlocust control, forest management issues, irrigated agronomy, food and nutrition policywork, and the food security issues in Africa with which you have been personally veryinvolved. 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 thebroad 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 implications on personnel in line with the changes we have beendiscussing. Accordingly, please find attached proposed modifications of paragraphs 3through 6 of the Cooperative Program Agreement on which we would like to reachagreement with FAO in the near future. We would be pleased to schedule a mission fromthe 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 closecollaboration.

Yours sincerely,

Ismail Serageldin
Vice President

Environmentally Sustainable Development

- f



Proposed Modifications to:

Memorandum of Understanding with respect to Working Arrangements between the Food andAgriculture Organization of the United Nations and the international bank for reconstruction andDevelopment Association

The following modifications are proposed:

3. Personnel

Para 1, delete last sentence < FAO and the Bank..........staff to the team>

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

4. Financial Arrangements

Replace sub-paras (a) through (h) with the following;

Beginning January 1, 1994, transitional arrangements have been agreed in line with theWorld Bank's shift to dollar budgeting. Accordingly, the financial arrangements as set forth inthe 1964 Memorandum of Understanding have been modified to provide for a transition fromprevious arrangements whereby the size, financial contribution and personnel implications of the
World Bank's Program with FAO was agreed annually, to a more demand drive system inwhich World Bank operational divisions agree separately with FAO units on work programs andthe financin arrangements for such. The new arrangement provides for the following.

(a) For the period of the transition, i.e., through June 30, 1998, the World Bank budgetallocation for FAO would comprise both fungible and non-fungible components, with theproportion of the non-fungible component that which constitutes a guaranteed payment to FAOdecreasing annually from being 100% non-fungible in FY 94, to 90% in FY95, 75% in FY 96,50% inFY 97 and 0% in FY 98 and thereafter. Fungible components of the World Bank
budget allocation for FAO would be made available as part of the Regional generaladminimative budget allocations.

(b) Beginning July 1, 1994, FAO and the World Bank would, by June 30 of each year, ageeon a fixed-cost per staff week to be paid by the World Bank as its contribution to the cost of theCooperative Program.

(c) FAO will record time spent in carrying out the Cooperative Program using World Banktask codes and agree on a procedure with the World Bank for the timely electronic transfer ofsuch. Payment by the World Bank to FAO would be administered centrally and would be madeon a monthly basis against such time recording by FAO.

(d) Around May and November of each year, FAO and the World Bank will conduct areview of work programs at the operantonal unit level to agree on, or revise as necessary, workprograms for the Cooperative Program. Such work programs may, however, be subject tochange from time to time, through a process of consultation and agreement between therespective operational units within FAO and the World Bank.

5. Relations with other Agencies

Delete this section



5. (new) Modification and Termination

These Working Arrangements may be modified or supplemented at any time by mutualagreement between the two organizations. Each organization may, after a reasonable notice
terminate the arrangements. However, in the spirit of maintaining the long-standingCooperative Program while at the same time broadening the collaboration between the WorldBank and all units in FAO, it is agreed that FAO and the World Bank will monitor theimplementation of the revised Working Arrangements and seek to introduce further
modifications as may be necessary to maintain and strengthen the collaboration between the twoorganizations.

6. Effectuanion of the Arrangements

The modified Working Arrangements will become operative on an intenm basis whenthis amendment to the Memorandum of Understanding is signed by the Director-General of FAOand the President of the World Bank, but the continuation thereof will be subject to the approvalof the Boards of Governors in the case of the bank and IDA, and of the Council in the case ofFAO.
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MEMORANDUM OF UNDERSTANDING WITH RESPECT TO WORKING ARRANGEMENTS Bk~w&r.TrE FOOD AND AGRICULTURE ORGANIZATION OF THE UNITED NATIONS AND BT iINTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT AND T?:E ITERNATLONA1.
DEVELOPMENT ASSOCIATION

FAO and the Bank * have for manv years been co-operating on an ad hoc basi on maac'r. 4common concern. Now that the Bank intends to put more emphasis than hitherto on schemae fur
Lprovement of agricultural production, which are of equal concern to FAO, this co-operati willhave 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

rhese working arrangemnt, as agreed upon by the Director-General of FAO and the'President of the Bank, subject to the approvas specified in paragraph 7 hereof, are as follws:
1. The Co-noerative Prnram .

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

(a) Assisting countries of common membership in the identification and preparation ofagricultural projects of types which fall within the framework o the economic develop r.c
objectives and general policies of the Bank and FAO and which the Bank is wiling to

. consider for financing (including projects for agricultural education .alling within FAO'sfield of responsibility).

(b) Appraising projects of the foregoing types.

(c) Providing end-use supervision of the execution and operation of Bank-financed projects.
(d) Arranging for technical assistance required for the implementation of Bank-financedprojects.

Assistance to Member Governments in agricultural plannin; is recignize: as an impmrtmfoundation for investment programs in the long term. Insofar as this type of activity is caricd out
F AO as part of Its Regular or other programs, it is the sole responsibility of FA. cowever.

in cases agreed with the Bank where FAO carries out this type of activity at the request of the
Bank or in co-operation with the Bank, the activity will be par of the co-operatie program.

Al!ocation of Functos within the Co- oerative Prram

(a) Assistane to Governientsin Identification and Precaration of Froier -
(1) At FAO initative

FAO will bring to the notice of the Bank projects which appear suitable for Bankfinancing arising from FAO's activities, whether under its Regular or other prograThe Bank will advise FAO whether such projects are nrima fade suitable forconsideration for financing, and If so, what further action, if any, needs to be takenin order to prepare such projects for appraisal. Moreover, where, in the courseof its own activities, FAO wishes the assistance of the Bank in determining whethur
a project is likey to qualify for Bank or other exernal financing, or whit further.steps are necessary to prepare it for appraisal, the Bank will provide such assistance.

All references in this memorandum to the Bank shall be taken to include both the sank and theInternatioal Development Associatio/

WS/69324
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assuming staff resources permit, either by way of review of the project at Bankheadquarters or by participating in the field work.

(ii) At Bank initiativP

The general survey missions crganized by the Bank may inciude among theirfunctions the identification of promising projects In various sectors. Tlie Zanknormally look to FAO to provide, as part of the co-operative program, staff niemberFor consultants to serve as advisers to such missions. These advisers will participatein defining priority fields and major projects for investment in agriculture in the
framework of over-all development objectives. Missions of this type will be bricfedby both the Bank and FAO and both organizations will review and comment upon the
drift reports of such missions. In addition to these general survey missions the
Bank periodically sends smaller missions to a member country to review the country'seconomic situation and to assess the possibilities for Bank financing. Such econrmc
missions usually make a preliminary selection among projects submitted by the
government, and may sometimes suggest that the government work up a specificproject for Bank consideration. The Bank will advise FAO of all such missions onwhich. it is propcred to include an agricultural member, and will normally arrangefor stch missions to consult with FAO with regard to agricultural investment prioritiesandipossible projects. In.agreed cases, FAO will provide, as part of the co-operative
program, a staff member or consultant to serve as agricultural adviser to such a
mission.
Where, in the opinion of the Bank, a project not yet ready for appraisal is sufficientlypromising to warrant further preparation, and the government in question hasrequested assistance in such preparation, FAO will normally provide such assistanceas part of the co-operative program.

In all work connected with the identification and preparation of projects falling underthe co-operative program, FAO and the Bank will maintain continuing consultation inorder that they may agree on a work program and on the priorities to be assigned todifferent projects, and in order to minimize the possibilities of substantivedisagreement. The support of headquarters facilities will at all times be given toBank and FAO staff and consultants engaged in work under the co-operative program.
(b) Anorsfa! of Proie-ts

The Bank will be responsible for the appraisal of projects, upon the basis of which itsfinancing decisions are made. However, at the request of the Bank, FAQ will provide,as pars of the c-operative program, staff members or consultants to serve as agricultura.advisers on Bank appraisal missions.

The Bank will be responsible for the disbursement of funds and the end-use supervisionof the construction and maintenance of physical facilities, and to this end will be responsiblefor such review as may be appropriate of the specificationsbids and awards of contracts.
and for whatever inspections of the project are necessary in this connection. FAO will.in cases agreed with the Bank, assume responsibility as part of the co-operative progrzm.to ascertain, both through field inspections and through review of periodic reports and toadvse the Bank whether the agricultural objectives of the project are being achieved andin particuLar whether the obligations undertaken by the borrower in this regard are beini:fulfilled. The results of FAQ's end-use work in the agricultural aspects of Bank-finant.,.-Iprojects will be made available to the Bank and, in the event that representations to *ht
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borrower should be n'ecessary on agricultural matters, FAO and the Bank will consulttogether on how they might best be made.

(d) Te-chnical Assistance in Protect Imnlemrntation

In cases agreed with the Bank, FAO will provide or arrange for, and will exerciseappropriate supervision over, technical assistance required for the direct implementauon
of a Bank-financed project.

3. Personn1ei

It is agreed that the co-operative program requires a team of specialized personnel of highcalibre within the FAO secretariat which can devote itself continuously to this work (hereafterreferred to for purpose of this Memorandum as "FAO team"). The Director -General of FAO willtherefore make provision for such a team to be established as an identifiable group within the FAOsecretariat. FAO and the Bank will agree from time to time on the appropriate size of the FAOteam and on the types and classifications of positions to be included within the team, and theDirector-General of FAO will consult with the Bank on the appointment of professional staff tothe team.

The-FAO team, although it will be devoted full time to work in connection with the co-operativeprogram, 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 thatthe hard core of the team should to the greatest possible extent be composed of existing FAO staffmembers. However, it is recognized that for a variety of reasons new staff and ad hconsutantswill be necessary, both in the initial phases of co-operation and as the program expands, although
generally maximum care will be taken to secure continuity in employment. It is also recognizedthat it will be necessary and desirable from time to time to use FAO staff members outside theteam for purposes of the co-operative program.

In cases where FAO intends to appoint an outside consultant to serve as agricultural adviserto a Bank mission, or to provide technical assistance in the implementation of a Bank-fl=Oredsproject, it will consult with the Bank as to the person to be appointed.

(a) Subject to the qualifications set forth below, the direct costs of FAO in connection withagreed work under the Program, including salaries, allowances and other benefits andtravel costs of the FAO team, of outside consultants and of other FAO staff membersassigned to such work, will, until December 31 1965, be shared equally by FAO and theBank up to a ceiling figure to be fixed from time to time by agreement between the twoo r~inizations.

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

(c) FAO will pay for invisible overhead costs, including space, and for identifiable indirectcosts (except as provided in sub-paragraphs (d) and (e)) involved in its participation in theco-operative program.

(d) The Bank will bear the cost of document reprcduction and translation undertaken by FAOin agreement with the Bank.
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(e) The cost of technical assistance directly required for the implementation of Bank-financed projects, including an amount for FAO's estimated administrative costs inarranging for such technicai assistance in cases agreed with the Bank, will be paidfor out of the proceeds of the financing or will be otherwise met by the Bank. Theamount for estimated administrative costs will be 12 percent of the direct cost ofsuch technical asststance, except where technical assistance is provided under contractbetween FAO and some outside entity, in which cvent the amou-.t wili be fixed by agreementbetween FAO and the Bank.

(f) It is recognized that the calendar years 1964 and 1905, which comprise FAO's presentbudgetary biennium, are a transitional period during which FAOQs contribution is limitedby its existing budget. For those years, the agreed ceiling figure for purposes of sub-paragraph (a) above, to be shared equally by the two organizations, will be $400, 000 forthe biennium. FAO's costs in excess of this amount will be met by the Bank, providedthat FAO will not incur or commit itself to incur costs in excess of S800, 000 (thepresently estimated cost of the co-operative program) during the biennium without theprior approval of the Bank.

(g) Continuation of the Program beyond December 31, 1965, will be subject to mutualagreement in the light of experience and to the decision of FAO's 1965 Conference. Ifthe Program is continued the direct costs of FAO for agreed work under the ProgramI as defined in sub-paragraph (a) shall be shared in the proportion of 25 percent by FAOand 75 percent by the Bank, subject to the qualifications set forth in sub-paragraphs (b),(c), (d) and (e).

(h) The Bank and FAO will agree on the procedures for payment of funds from the Bank toFAO, and for accounting to the Bank by FAO, in connection with the co-operative program.including if possible provision for a working fund out of which the expenses of the programcan be met.

Relation with other Arencies

Where the Bank looks te any outside agency for assistance in connection with agriculturalprojects, that agency will normally be FAO. However, there may be cases where, because of thetype of project involved or because of special cL-cumstances, it would be appropriato and desirable.or the Bank to look to some other agency, public or private, to perform some or all of the functionsw~iich FAO would ordinarily perform under these Working Arrangements. It is agreed that in &lsuch cases the Bank will consult FAO on the action it proposes to take. It is also agraed that theBank will not subject FAO's advice on agricultural matters within its competence and ccvered by tMeco-operative program to review by any outs,%ie agency.

6. Modifliction and Termnation

These Working Arrangements may be modified or supplemented at any tiue by mutualagreement between the two organizations. Each organization may, alter reasonable notice, terminatethe arrangements, provided that. if they are terlinated by the Bank, the Bank will reimburse FAt
for the financial consequences of cancelling personnel commitments entered into for purpose- of theco-operative program.

7. Fffectuntion of the Arranem-ents

The Working Arrangements will become operative on an interim basis when this Memoranduof Understanding is signed by the Director-General of FAQ and the President of the Bank, but thecontinuation thereof will be subject to the approv2i of the Boards of Governors In the case of the Bankand MA, and of the Council In the case of FAQ. It is contemplated that the necessary approvals



will authorize payment by the Bank to FAO -retroactively to 1 March 1954 of expenses incurred forpurposes of the co-operative prograrn which would have been eligible fc 0ayexenses e or
Arrangements had been effective on that date.

30 March 1964 (signed) George D. Woods

President, International Bank for
Reconstruction and Development and

International Development Association

2 AprU 1964- (signed) B. R. Sen

Director-General, Food and Agriculture
Organization of the United Nations
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January 24, 1995

Mr. A. Regnier
Assistant 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
nmch 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 e.g., 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 finncia changes proposed for our Cooperative Agreement, the
Bank will be reducing the non-fungible or "guaranteed" level of flmding 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
insitutions and to put into place joint work programming mechaniems. 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 allocation for FAO 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 USSS.5 million.

With regard to the suggestion for a global Bank allocation for FAO to provide a safety
net for recrniting and maintaining high-level permane* 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 liabilities are eliminated by July 1,1998. Indeed, we would like to initiate the dra-tng of a new Cooperative Arrangement
between the Bank and FAO, based on the mutually 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

Agriculture and Natural Resources Department
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cc: Mr. I. Serageldin
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Dear Mr. Serageldia,

I wish to resoond to your letter -of 1 July 1994, concerning the
FAO/World Bank Cooperative Programme (CP) and the proposed new facility forntegrated Pest Management (IPM).

Regaraing the CP. I welcome your confirmation that the Banks
budgetary allocanon for FY95 will be close to previous levels at USS10,134,600,based on the joimt work programme developed in April of this year. I also note
that these resource could be increased should additionaL.activities be agreed withBank Operational Divisions, as is usually the case during the course of the financial
year.

Concerning futre C? arrngements, and in line with earlercorrespondence. I am aware of the Bank's wish to move from the established
system of a pncri financial allocations for the joint programme to one where theresources for su:h work are drawn from the normal budgetary provisions of Bankunits involved.

I share your view that the arrangement whereby the Bank's budgetallocation for FAO is largely incemental to divisional budgets, is noi adequate.be v tha: a -crative for developing agreements on a two-yearjoint work programme for review on a yearly basis, is more appropriate.

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

Mr. Ismail Serageldin
Vice President
Environmentally Sustainable Development
The World Bank
Washington D.C.



I am confident that such an arrangement would be mutualy beneficial,given the common commitment to broaden and iitensify codlaboration between ourtwo Organizations to achieve the shared goal of increaing resource flows forsustainabie food and agricultural development acttvities.

Finally, concerning the envisaged nmiti-agency IPM Facility and .TFund, I welcome your indication that the Bank would be wllg to allocate some
%~s~2 ..o assist in identifying and preparing investment oppormnities topromote the uptake of IPM technologies in our member counties. I strongysupport this type of collaborative efforr towards which FAO can make a verysubstantial contribution.

Yours sincerely,

Jacques Diouf
(Direcor-General)


