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Annual Report on USAID Program Perfor mance: CoreReport

Executive Summary

THE PROGRESS of other nations matters to the United States. Growth of democracy facilitates more
peaceful resolution of disputes and greater acceptance of vaues and principles we embrace. Economic
growth benefits both poor people overseasand U.S. companies and workerswho produce the goodsthey
buy. Improved hedth and lower population growth reduce the spread of diseases and pressures for
migration. Sound uses of loca environments sustain the world's resource base and enhance the quality of
life for al the Earth's inhabitants. And smooth trangtions away from communism, conflict, or ethnic
domination lead to greater regiond and worldwide stability and progperity.

USAID'sprogramsaddressthefour principd, inter-rel ated threatsto sustainable devel opment: poverty and
food insecurity, lack of democratic ingtitutions and processes, rapid population growth and poor hedlth, and
environmenta degradation. USAID aso respondsto disastersthat creaste human suffering. In addition, the
Agency supports the trangition of the nations of Central and Eastern Europe and the former Soviet Union
to more democratic, free-market societies.

Although it draws on experience and examples from al of USAID's programs, this report focuses on
programs in 41 countries in Africa, Asa, the Near Eadt, and Latin America and the Caribbean where
USAID has decided to concentrate its sustainable development resources. It aso describes
accomplishments of humanitarian and podt-crisis assi stance programs worldwide and resultsto date from
ggnificant invesmentsin the ENI region.

Encour aging Broad-Based Economic Growth

Economic growth is the foundation of sustainable development. It helps reduce poverty and provides
essential resources for stabilizing population growth and protecting human hedth and the environment.
USAID's economic growth drategy has three dements: strengthening markets, investing in people, and
expanding access and opportunity. Forty sustainable development Missions have economic growth
objectives.

Performance highlights include:
In Centrd America, U.S. assstance for market strengthening hel ped reverse sharp economic declinesin

the 1980s. With reforms, the region is now achieving positive economic growth, and USAID has phased
down its ass stance.



In countries assisted by seven Missions, non-traditional exports increased by over 35 percent in the last
2 to 4 years, totaling $1.75 hillion.

A USAID evduation of severa of the world's most effective microenterprise finance inditutionsidentified
management Strategies that dlow them to be financidly viable and to rgpidly increase their outreach. The
best inditutions are able to expand the number of loans by at least 25 percent each year, providing
thousands of poor dientswith their first accessto loans and safe places to hold savings. Conclusonsfrom
this report are being integrated into USAID's Microenterprise Initiative.

Building Democr acy

USAID's democracy drategy has five broad objectives.  strengthening the rule of law and respect for
humean rights, increasing citizen participation in dections and politica processes, expanding an active civil
society, developing more accountable governance, and increasing the flow and diversty of information to
citizens. Twenty-nine sustainable development Missions have significant democracy programs.

Results from these programs include:

# USAID played an important rolein sx of eight countries that made sgnificant democratic gainsin
1994, according to the most recent Freedom House survey.

# Asaresult of rule-of-law programsin Latin America, accessto legd advice and redress through
legd ad and dternative disoute resolution has increased sgnificantly for poor and margind
populations.

# USAID assistanceto electord tribunasin Bolivia, El Sdvador, Mozambique, Panama, and South
Africahelped ensure dections that were accepted as legitimate. In Maawi, Mozambique, South
Africaand Ukraine, USAID assistance played an important role in voter registration, and turnout
exceeded expectations for eections held during 1994.

# In Central America, USAID trained 50 percent of the region's journdists and media managersin
journdidtic ethics. In 1989, citizens of the region had little faith in the media; by 1994, a public
opinion poll found the media ranked second only to the Catholic Church in credibility.

Stabilizing World Population and Protecting Health

USAID's strategy to stabilize population growth and protect human hedth has five priorities. preventing
unwanted pregnancies and abortions, reducing deaths of children from preventable diseases, decreasing
pregnancy-related deaths, preventing transmission of sexually related diseases such as HIV/AIDS, and
increesing the basic education of girls and women. Ninety percent of USAID's sustainable devel opment
Missons are pursuing objectives in population or hedth.



Highlightsindude:

#

Inthe 28 countriesthat have received the largest amount of USAID population assistance, average
family sze has decreased from 6.1 children in the 1960s to 4.2 in 1992.

From 1985 through 1992, infant mortality declined by 10 percent in USAID-assisted countries.
In some countries the decline was even greeter, ranging from 17 percent in Bolivia to dmost 50
percent in Honduras. During the same period, mortality rates for children under 5 in
USAID-assisted countries dropped by 10 percent to 40 percent.

In 1994, polio was eradicated in the Western Hemisphere by a multinationa effort in which the
United States was the lead donor.

WithUSAID assistance, use of ora rehydration therapy during diarrheal episodes among children
continued to increase, from 12 percent in 1984 to 46 percent in 1992. This treatment saves
children'slivesin the United States aswell asin developing countries. It prevents an estimated one
million childhood degths worldwide each year.

Protecting the Environment

USAID programs address|ong-term threatsto the globa environment, particularly loss of biodiversity and
globa climate change. They aso seek to protect the environment localy, regiondly, and nationdly by
protecting biological resources, promoting environmentaly sound urban and indusdtrid development,
fogtering efficient use of renewable and non-renewable energy, improving the availability and qudity of
water, and encouraging better stewardship of natura resources. Twenty-five sustainable devel opment
Missions have one or more environmenta objectives.

Among the results are:

#

Through the Parks in Peril program, USAID has helped create 26 protected areas covering 5.6
million hectaresin 12 countries.

Strategies that increase loca stewardship by empowering and encouraging participation of local
people are more effective than those that rely on government agencies done.

In Quito, Ecuador, USAID ass stance transformed the Water Authority, lowering operating costs
by 25 percent, enabling 35,000 household connections, and upgrading servicesto 180,000 people
in margind neighborhoods.

Support for integrated pest management is reducing environmenta damage and increasing yields.
InIndonesig, acatalytic USAID investment in amulti-donor project hel ped to show how reducing
pesticide use can boost farm incomes from rice cultivation. Pesticide use is down 65 percent



nationwide. Integrated pest management reduced environmental damage and hedlth risks to
farmers and saved $120 miillion in insecticide subsidies.

Humanitarian and Postcriss Assistance

USAID has four objectives for its humanitarian assstance: timely delivery of disaster relief and short-term
rehabilitation, helping prevent disasters and reduce the vulnerability of populations at risk, preserving the
basic inditutions of civil governance during periods of criss and trangition, and protecting the food security
and hedlth of vulnerable groups during conflicts or periods of reform.

Some highlights:

#

In 1994, humanitarian assistance was provided to more than 50 countries. Emergency food
reached an estimated 58 million people in 18 countries.

Timely ddivery of food and other resources and U.S. leadership of the donor effort in response
to the 1992 drought in southern Africa prevented mass migration and starvation of hundreds of
thousands of people. It dso fostered long-term sustainable development in the region.

USAID's effortsto help prevent, prepare for, and mitigate disasters has paid big dividends. Early
warning sysemsfor famineand pestilencein Africa, and e sewherefor vol canoes, have saved lives,
property and rehabilitation costs.

Central and Eastern Europe and the New I ndependent States

USAID's programs in this region have three principa priorities. economic restructuring, building
democracy, and socia sector restructuring.

Highlights indlude:

#

Assstance in privatizing industry and in new business start-up has contributed substantialy to
private sector growth in many countries. Enterprise Funds have sustained 21,000 jobs, created
11,000 more, and generated more than $60 million in earnings. Twenty-three joint ventures with
U.S. companies have been created, atracting $150 million in private foreign investment.

Energy audits and demondrations have improved efficiency by as much as 30 percent in urban
heeting systemsin Armenia, Bdarus, Kazakhgan, the Kyrgyz Republic, Russa, and Ukraine. Use
of U.S. equipment cogting $1 million resulted in an estimated annua saving of $14 millioninthese
systems.



# WithUSAID help, many parliamentsin the region have enacted criticd palitica reforms, including
new eection laws that help ensure fair and democratic dections.

# By helping to establish alegd basisfor creating nongovernment organizations, USAID hasenabled
NGOstto flourish across the region.

Challengesfor 1995

USAID has made significant progress in focusing on results, but more is required. Our agenda for 1995
includes:

We will complete an Agencywide results framework, which will include performance indicatorsto
assesstheresults of our work more uniformly and processindicatorsto track our internal progress
in managing for results.

We will complete development and begin ingtdlation of a corporate information system. When
complete, it will reduce formd reporting requirements, increase USAID's ability to analyze and
report on program performance, alow managers to make decisions better informed by the
progress of their activities and lessons of experience, and permit broader, quicker dissemination
of results.



Annual Report on USAID Program Performance

THE PROGRESS of other nations matters to the United States. Growth of democracy facilitates more
peaceful resolution of disputes and greater acceptance of vaues and principles we embrace. Economic
growth benefits both poor people overseas and U.S. companies and workerswho produce the goodsthey
buy. Improved hedth and lower population growth reduce the spread of diseases and pressures for
migration. Sound uses of loca environments sustain the world's resource base and enhance the qudity of
lifefor dl the Earth's inhabitants. And smooth trangtions away from communism, ethnic domination, or
conflict lead to greater regiona and worldwide stability and prosperity.

A focused, well-managed development assistance program isin the United States interest, but only if it
produces results This report provides evidence from Mission reports, centra evauations, and other data
collected during the past year that USAID is achieving measurable results through its programs.

To achieve results USAID mugt listen to and work closely with its partners and customers, learn fromits
experience, and improveits systemsand incentivesin response. In 1994, USAID published Strategies for
Sustainable Devel opment and deve oped guiddinesfor managersto fallow inimplementing them. Building
on 3 years of experience, adirective was issued on grategic planning that underlines our commitment to
performance measurement and requires al offices in the fidd and a headquarters to set clear program
objectives, establish performance indicators and targets, and collect basdine information by April 1995.
Operations and other support systems were re-engineered to focus them more clearly on results.

An Agency-leve results framework will be developed in 1995 that will include common indicators of
performance across dl programs worldwide. The framework will also specify management performance
indicators and targets to help track how well the Agency is managing for resuilts.

The full benefit of this improved ability to identify, report, and use program performance results will be
redlized over the next 2 to 3 years. However, USAID is dready adle to identify many of the impacts its
programs are having and profit from lessonsit is learning.

USAID's mission is to promote sustainable devel opment—economic and socia growth that does not
exhaust the resources of a country; that respects and safeguards the economic, culturd, and naturd
environment; that creates opportunities for enterprises and incomes to grow; and that builds effective
inditutions and empowers citizens. Its programs address the four principal, inter-related threats to
sustainable development: poverty and food insecurity, lack of democratic ingtitutions and processes, repid
population growth and poor hedth, and environmenta degradation. But USAID aone does
not—cannot—achieve sustainable development. It can help, facilitate, even accelerate development, but
the mgor task must be carried out by the developing country itsaf. Sustainable development is built on a
sense of ownership and participation. To be successful, this effort requires partnerships with government
agencies and non-governmenta organizations (NGOs), other donors, and ordinary peoplein the countries
where we work.



USAID dso responds, on behdf of the American people, to disasters that creste human suffering and
diminishthe progpectsfor sustainable devel opment. Where possible, we help countriesrecover from violent
conflicts and move toward sustainable development. In addition, the Agency plays a leading role in
supporting the historic trangition of the nations of Central and Eastern Europe and the former Soviet
Union—and others such as South Africa, Ethiopia, Mozambique, and Haiti—to more democratic,
free-market societies.

During the past 3 years (FY's 1992-94), USAID funded programs totaling $16 hillion (excluding cash
transfersto Israel and Turkey). Of this amount, $11.7 billion in Development Assstance and Economic
Support Funds were provided to countries in Africa, Asa, the Near East, and Latin America and the
Caribbean—3$6.9 hillion (59 percent) to encourage economic growth, $2.9 hillion (25 percent) to help
gebilize population growth and protect human hedlth, $1.2 billion (10 percent) to protect the environment,
and $0.6 hillion (5 percent) to build democracy. In addition, USAID provided $1.3 billion for humanitarian
assistance and aid to pogt-crisistrangtions, and $3 billion to support the political and economic transitions
in Central and Eastern Europe and the New Independent States of the former Soviet Union (ENI).

Although it draws on experience and examples from all of USAID's programs, this report focuses on
programsin 41 countries in Africa, Asa, the Near East, and Latin America and the Caribbean where the
Agency has decided to concentrate its sustainable development resources? It aso describes
accomplishments of humanitarian and podt-criss assstance efforts worldwide and results to date from
ggnificant invesmentsin the ENI region.

Since 1991 (earlier in Africa), USAID Missons have designed strategic plans that identify medium-term
(5 to 8 years) objectives and intermediate outcomes for their programs: During the past year, these plans
were revised to reflect USAID's new sustainable development Strategies. To some extent, progress in

Theinclusion of ESF and PL-480 Title |11 biases these percentages toward economic growth
objectives. If ESF and Title 111 are excluded, the proportion of DA/DFA funding among the four areas
would be as follows: economic growth—40 percent; population and health—43 percent;
environment—12 percent; and democracy—=6 percent.

2Sugtainable development countries are those which USAID has determined to have good potential
for sustainable growth, respect internationaly recognized human rights or are moving in a positive
direction in this regard, need ass stance and have shown they can and will use outsde help effectively.
Unless otherwise noted, performance in these 41 countries is the basis for analysisin this report relating
to our sustainable development programs. USAID aso supports programsin 51 other countries. These
include the ENI nations, aswell as countries that have a development problem of globa sgnificance,
where our activities emphasize crigs response or humanitarian assstance, or where USAID bilatera
assigtance is being completed within the next 2 years.

3USAID's ENI programs have developed a separate but conceptualy compatible system for
monitoring and measuring results in response to their unique program and management setting.



making these adjustments came at the expense of our ability to report on performance, snce some
objectives and indicators previoudy established were modified.

Asof October 1994, all 41 sustainable development Missions—100 percent—have approved strategic
plans, up from 75 percent in 1992. Figure 1 summarizes these strategies and the principa objectives that
have been defined in these countries. Seventy percent of these Missions (compared with 40 percent in
1992) have sat performance targets for half or more of their progress indicators. Results have been
reported for 50 percent of the Missions drategic objectivesand 70 percent of their intermediate outcomes.

Information in this report is drawn from Misson reports that compare actua performance againg their
objectives. It issupplemented with materia from project and program eva uations and other data collected
during the past year. The report is organized by our main sustainable development themes (economic
growth, democracy, population and hedth, and environment), followed by humanitarian assstanceand ENI
programs. Each section describes the strategy the Agency pursues, objectives defined as of September
1994, results these programs have achieved, and lessons we have learned from our experience. A find
section outlines chalenges that face the Agency's efforts to manage for resultsin 1995. Thisinformation is
described in more detall in the full 1994 Annual Report on Program Performance, avallable from
USAID's Center for Development Information and Eval uation.

Encouraging Broad-Based Economic Growth
Strategy and Objectives

ECONOMIC GROWTH is the foundation of sustainable development. It helps reduce poverty and
provides essentid resources for gabilizing population growth and protecting human hedth and the
environment. Significant economic growth has occurred in the developing world. According to data
published by the World Bank, per capitaincomesin developing countries as awhole grew faster than in
the devel oped world from 1965 to 1990.

The region largely responsible for this record was Asia (which accounts for haf of globa poverty), where
per capitaincomes grew amost twice asfast asintherich countries.* During 1980-92, the average annua
growth rate of developing countries lagged behind that of industrid countries because of negative
performance in other regions, especidly sub-Saharan Africa However, severa individua countries
outpaced the performance of rich countries, including Botswana, Chile, Indonesia, Mdaysia, Thailand, and
the populous poor countries of China, India, and Pakistan.

4Growth in China accounts for some of Asia's performance, but even when Chinais excluded, Asan
per capitaincomes grew amost 50 percent faster than those of developed countries. Even without
China, there are more poor people in Asiathan in any other region.



To reduce poverty and food insecurity and contribute to lasting improvements in peoples lives, economic
growth must be rapid. It must be broad-based, leading to widespread increases in employment and
incomes among both men and women. It must aso be sustai nable and based on efficient, responsibleuse
of human, materid, and natura resources. Findly, economic growth must be participatory, with open
access by dl to politicd and economic sysems. Evidence from experience confirms the relaionship
between rapid economic growth and poverty reduction. Data published by the World Bank from 13
developing countries show a high correlation between the rate of growth of nationd per capita household
income (consumption) and the rate a which poverty declined.

USAID's economic growth srategy has three ements. strengthening markets, investing in people, and
expanding access and opportunity. This strategy reflects aconsensusthat has emerged among donorsand
developing countries alike about key measures governments must take to promote broad-based economic
growth.

These measures fdl into two broad categories. First, governments must ensure a sound policy and
inditutiona framework for efficient operation of private markets. Thisisfundamenta but does not dways
guarantee that the poor and disadvantaged benefit enough. Thus, governments often need to intervene
directly in areaswhere private markets, even with asound enabling environment, fail to provideinvestments
essentia for sustainable development. These include human resource investments (particularly basic
education and hedlth services), physica infrastructure, and environmenta protection. USAID supports
inditutional and technologica change that benefits poor people and policies that protect them from
discrimination in the marketplace.

Results

Forty sustainable devel opment Missions have economic growth objectives. In most nations our programs
have been relatively modest compared with investments by developing countries themselves and by
multilatera development banks, particularly the World Bank. Nonetheless, USAID can take sgnificant
credit for progress in countries where economic growth has been a mgjor eement of its strategy. One
reasonisour professond field gaff, larger than that of any other donor and able to engage host country
counterparts regularly and directly on critical policy issues. In countrieswhere ass stance concentrates on
aparticular sub-sector or issue, such as privatization or microenterprise finance, an even larger share of
results can be attributed to U.S. assistance.

Strengthening Markets

USAID programsin 35 sustainable development countries seek to strengthen the contribution of markets
to economic growth by improving their efficiency and performance, mainly by reforming the enabling
environment of policies and indtitutions. Economic research has shown that the enabling environment is
critical to economic growth and analyses of USAID programs have confirmed this linkage. In Centrd
America, large-scale U.S. assistance for market strengthening helped reverse sharp economic declinesin



the mid-1980s. With reforms, that region isnow achieving positive economic growth, and USAID hasbeen
able to phase down its assstance. In Africa, an evauation of USAID market-strengthening programs in
gx countries concluded that the main reforms (decontrol of pricesand markets, relaxation of trade controls,
reduced subsidies and dimination of government monopolies) dl resulted in increased efficiency.

The Agency is aso helping privatize public enterprises and increase production in specific markets,
especidly non-traditional exports. In Honduras, USAID helped privatize 43 state-owned enterprises,
earning $160 million for the Honduran Treasury and reducing externd debt by $40 million. Where
commitment to privatization by government authoritiesislacking, however, asin Zambia, progress has been

disappointing.

By 1993, non-traditional exports for countries asssted by seven Missions able to report results totaled
$1.75 billion, an increase of over 35 percent in 2 to 4 years. Five Missions exceeded their 1993 targets.
For example, with USAID support, El Salvador's non-traditional exports grew an average of 19 percent
annudly over the lagt 3 years, substantidly more than the target.

Investing in People

USAID seeks to help countries establish sdf-sustaining basic education systems that will enable their
people, paticularly the poor, to lead socidly and economicaly productive lives. By one common
quantitative measure (the percentage of the population age group enrolled in primary education), there has
been substantid progressin the developing world over the last two decades. from 79 percent in 1970 to
102 percent in 1991.°

Even more impressive is progressin female primary school enrollment, up from 63 percent to 94 percent.
The latter is particularly Sgnificant, given theimportant positive effect that education of girlsand women has
on sustai nable devel opment. For example, even at modest levels, education empowerswomen to seek and
use hedth and family planning services. In most countries, better educated women desire smadler families
and ahigher proportion of their children survive. Mgor regiond disparitiesremain, however. In Africa, tota
and femde primary enrollmentsin 1991 were 66 percent and 58 percent, respectively; in South Asiathey
were 89 percent and 76 percent.

A mgor deficiency of these enrollment ratiosisthat they tell usnothing about thequality of basic education.
High drop-out rates and grade repetition by primary students in many countries reflect a judgment by
parents about the poor quality of schooling relaive to the need for children to work to supplement family
income. Thus, 16 sustainable devel opment Missonsare pursuing improvementsin the quaity and efficiency
of primary education. Most focus on girls education and track femae enrollment and grade completion
rates.

®Figures over 100 percent reflect the presence of under-age or over-age children enrolled in primary
school.



Of nine Missons reporting results to date, eight are achieving or exceeding their targets. In Egypt, where
USAID helped build more than 2,000 rurd schoals, girls enrollment infirst grade increased by 29 percent
between 1981 and 1994. In Guinea, USAID-supported administrative and budgetary reforms of the
primary education system led to an increase in first grade enrollment from 23 percent to 47 percent from
1990 to 1993. Enrollment by girlsand rurd children grew thefastest. In Guatemal a, emphasis on expanding
access to basic education through bilingua programs for the Mayan population increased enrollment of
Mayan students by 7 percent from 1992 to 1993.

Expanding Access and Opportunity

Effortsto strengthen marketsand invest in people significantly improve access and opportunity for the poor.
But markets never work perfectly, even when the policy and indtitutional framework issound. Competition
israrely complete, and high information and transaction cogts (costs of assessing a good credit risk, for
example, or of understanding and adopting new techniques) can justify sdective government subsidies or
eventemporary direct support to poor and disadvantaged groupsin new marketsuntil they overcomethese
obstacles.

USAID programs in 23 sustainable development countries seek to expand economic access and
opportunity. They do so primarily through policy and inditutiona reforms and other measures that help
women and other disadvantaged groups secure basic rights, gain access to resources and improved
technologies, and influence public policy and adminidiration. Most USAID programs in this area stress
support for microenterprise finance and improved technology for smdl farmers. Of 10 Missons reporting
results to date, eight are achieving or exceeding their targets.

In Egypt, where USAID has given significant support to microenterprise and smal business devel opmernt,
the number of smdl businesses and microenterprisesrecelving credit increased from 600in 1991 to dmost
16,000 in 1993. Microenterprise programsincreasingly target women, who tend to have higher repayment
rates than men and are more likely to pend enterprise income to improve family welfare.

In Bangladesh, USAID has generated economic opportunitiesfor rura women through more than 27,000
loans. Theloans have hel ped build many women-owned microenterprises, and incomes of borrowers now
exceed incomesfrom agricultura labor by up to 300 percent. Such advances enable many women and their
families to move beyond abject poverty.

USAID is dso expanding access of smal farmers and microentrepreneurs to improved technology,
information, and related services in 10 countries. In Jamaica, for example, the number of smal farmers
adopting improved and environmentally sound practices grew from 9,200 to 14,200 from 1992 to 1993,
an increase of more than 50 percent. New cocoa cultivation techniques tripled small farmer production
from 1989 to 1992 in one area that now accounts for dmost 60 percent of Jamaicas tota harvest.

L earning from Experience



Our experience in supporting economic growth has yielded some basic lessons:

# The policy and indtitutiond setting is a centra determinant of economic growth. One example
comes from a recent evauation of USAID agribusiness programs. In Guatemaa, small farmers
benefited more from USAID support for improved policies and regulations affecting market
performance than from assistance directly to them or to specific enterprises.

# Rapid, broad-based economic growth iscritica for improving basic education, hedth, and nutrition
because larger incomes alow familiesto invest more in these areas and becauise economic growth
generates the revenue base for increased public services.

# A new evauation study of severd of the world's most effective microenterprise finance ingtitutions
concludesthat carefully crafted management srategiesdlow suchinditutionsto befinancidly viable
and to rapidly increase their outreach. Financid viability requires charging interest rates that cover
costs (including inflation and loan losses); this permits indtitutions to multiply donor contributions
by tapping far greater funding from commerciad sources. The best indtitutions are able to expand
the number of loansby at least 25 percent each year, providing thousands of poor clientswiththeir
firg access to loans and safe places to hold savings. Conclusions from this report are being
integrated into USAID's Microenterprise Initiative.

Building Democr acy
Strategy and Objectives

IN RECENT years, the belief that democracy providesthe most accepted method of governing has spread
through Latin America, Eastern Europe, ASa, Africa, and the former Soviet Union. According to the most
recent Freedom House survey,® 114 countries can properly be categorized as democracies, the largest
number ever. The same survey reports that 60 percent of the world's people live in free or partly free
societies.

Countries categorized as “partly free’ are among those targeted for U.S. assistance programs. These
countries are ftill in need of some measure of externd assistance and, above dl, the chance to build on the
tangible gains they have made. At the same time, progress toward self-sustai ning democratic governance
will notinal casesproceed in alinear direction. U.S. democracy assistance programs, therefore, must have
the flexibility to respond to unforeseen politica developments as well as adopt a long-term devel opment

perspective.

The Freedom House index is a seven-point scale grouping countries according to their degree of
freedom. Using a checklist of nineindicators for palitica rights and a checklist for 13 indicators of civil
rights, Freedom House determines two vaues for the respective group of rights. The average of these
two vauesis used to group countries in three categories. “freg” “partly freg,” and “not free”



Notable democratic progress was made during 1994 in South Africa, El Sdvador, Mozambique, and
Madawi. Less in the news, but no less important, significant gains occurred in Ukraine, Panama, and
Uganda. Thesetrangtionswerethe products of free and fair eections, adiscernable expansion of political
and civil liberties, and strengthened organizations that advocate on behdf of, and represent, the citizenry.

Major chalenges to sustainable democratic governance, however, remain. Forty percent of the world's
people continue to live in societies where basic rights are denied. In addition, countries such as Rwanda,
Burundi, and much of the former Y ugodavia demondrate that ethnic conflicts, if dlowed to fester, can
descend into the horror of genocide. In dl regions of the world, insufficient economic growth, high levels
of illiteracy, overreaching military bureaucracies, and corrupt civilian bureaucracies chalenge new
democratic governments.

USAID's democracy drategy has five broad objectives.  strengthening the rule of law and respect for
human rights; increasing citizen participation in dections and political processes; expanding an active civil
society; developing more accountable governance; and increasing the flow and diversty of information to
citizens.

Specific programs are tail ored to country circumstances and available resources. Twenty-nine sustainable
development Missons have sgnificant democracy programs. Sixteen of these countries are classfied as
“partly free” and seven as “free’ in the most recent Freedom House survey. USAID considers these 23
countries as having the greatest potentia for promoting and consolidating democratic rule.

Intheremaining Six, classfied as*“not freg’ by Freedom House, USAID looksto take advantage of specific
opportunitiesfor promoting democracy and respect for human rights, relying principally on work with both
U.S.-based and loca non-governmental organizations (NGOs). While operating within adightly different
framework, USAID aso has st sgnificant democracy objectivesin the ENI region and for other countries
such as Cambodia, Haiti, and Gaza/\West Bank.

Results

USAID played an important rolein six of eight countriesthat made significant democratic gains, according
to the most recent Freedom House survey.” But sustainable democratic change comes neither quickly nor
eesly. Investments must be made carefully and incrementally in educating citizens about democratic val ues,
redefining government'srole, and building key indtitutionsins de and outs de government to nurturethe new
politica environment. Successful trangtions often flower from seeds of reform planted much earlier.

Suchwasthe casein South Africaand Mozambique. In South Africa, USAID beganinthemid-1980swith
support to NGOs and community groups. Thisled to more intensve work during recent eections on voter

"Countries that changed from “not free” to “partly freg” or “partly freg” to “free”. The six countries
are Haiti, Maawi, Mozambique, Panama, South Africa, and Uganda.



education, expanded palitical work by NGOs, training dection observers, and strengthening the eectord
commission. Pogt-dlection assistance is focused on building respect for the rule of law, supporting good
governance, and strengthening civic organizations as a check againgt future abuses of power.

In Mozambique, USAID's help during civil war in the 1980s and early 1990s stressed humanitarian
assistance for refugees. The October 1994 eections were a watershed. Before the eections, USAID
activitiesshifted to voter education, €ectora commission strengthening, and training local eection monitors.
These efforts played akey role in ensuring successful dections. After the dections, USAID is supporting
new initiaivesin decentrdization, legd reform, and development of civil society.

In countries where the initid political trangtion phase has been completed, Missions concentrate on
consolidating democratic development. In Balivig, for example, USAID is working to improve the
effectiveness and accountability of judicid sysems and legidatures. In Namibia, one of Africas newer
democracies, USAID is encouraging more diverse representation in parliament and supporting civic
education programs.

Not dl efforts have led to unequivoca successes. The Dominican Republic's May 1994 eections were
widdy regarded as fraudulent, notwithstanding USAID support for the eectorad commisson and an
internationad monitoring effort. In Zambia, corruption among top government officids|ed the United States
and other donorsto reduce assistance. (Since then, Zambiahas enacted anew parliamentary and ministeria
code and announced plans for a corrupt practices act.) In Indonesia, the government has proposed
legidation that would limit the freedom and effectiveness of NGOs; if enacted and enforced, the entire
USAID program would have to be reassessed.

Rule of Law and Human Rights

Citizens require a strong lega framework to ensure their fundamentd rights, to establish procedures for
redress, and to enforce contracts. More than 75 percent of USAID's sustainable devel opment Missions
with democracy programs support work in rule of law and human rights. Of the 11 countries reporting
some results to date, nine are showing progress toward their objectives.

Rule of law programs began in Latin America in the 1960s and spread there and in other regions in the
1980s. As aresult of these programs, access to legal advice and redress through legd aid and dternative
dispute resolution hasincreased sgnificantly for poor and margind populations. In Bolivia, for example, the
Inter-American Bar Foundation, with USAID support, has established three neighborhood reconciliation
centers and plans to increase this number to 20 by 1997. USAID dso helped eight Latin American
countries adopt and implement revised crimina codes and move toward systemsfeaturing public trialsand
clear limits on pretrid detention.

In Centra and Eastern Europe and the New Independent States, advisors are helping reform judicial
procedures, train judges, revamp law school curricula, and develop bar associations. Effective work in



court reform requires strong politica support. Where this is lacking, we have focused on building
condtituencies and local NGOs to push for judicid reform.

USAID is making human rights a more visible objective, working with loca and internationa NGOs to
increase support for human rights monitoring and education. For example, Latin American partners,
induding the Inter-American Indtitute for Human Rights and indigenous NGOs, actively spread avareness
of citizen rights. Publications advocating human rights are now available in every country in the region.

Elections and Political Processes

Providing channels for citizens to negotiate conflicting interests peacefully and to participate actively in
government decision-making isat the heart of the democratic process. To thisend, USAID supportsopen,
honest dections; vigorous, effective legidatures, and more competent, representative politica parties.
Seventeen Missions have established objectivesin this area; of seven for which dataare available, Sx are
showing progress toward their targets.

USAID's eection support emphasizes building local capacity to conduct and monitor eections and
educating citizens about the e ections processand their roleinit. Assstanceto dectord tribundsin Baolivia,
El Salvador, Panama, Mozambique, and South Africa helped ensure eections that were accepted as
legitimate. In Bolivia, USAID was successtul in building dectord inditutions and supporting registration of
1.4 million voters in 1993, attention has now shifted to local issues. In Mdawi, Mozambique, South Africa
and Ukraine, USAID assistance played an important role in voter registration, and turnout exceeded
expectations for eections held during 1994.

As part of the effort to strengthen the politica process, particularly following trangition eections, USAID
has sought to reinforce the role and capacity of legidatures. These effortshave helped legidaturesin severd
countries obtain more and better information for decison-making. In Central and Eastern Europe, for
example, programs have built legidative research and information systems independent of those for the
executive branch in eight countries.

Civil Society

USAID supports a wide range of NGOs that champion reforms essentia for democratic governance,
induding labor federations, businessassociations, policy think tanks, and human rights, pro-democracy and
environmenta groups. Many of these civil society organizations spearheaded pro-democracy reform
movements in their countries. Twelve sustainable development Missons have identified this as a mgjor
focus of thelr democracy programs.

USAID support strengthened democratic reform in Chile and Thailand. In Thailand, Iabor unions and
environmental organizations receiving USAID assstance for sector-specific activities played centra roles
in the national campaign to restore eected civilian government in 1992. The same groups are now



promoting condtitutional reforms to ensure greater accountability in public life, limit the politicd role of the
military, and build strong local government.

InChile, seven eectionsfrom 1988 through 1993 were crucia to restoring democratic governance. During
this period, two organizations received USAID ass stance to organize massive voter education campaigns.
Their efforts contributed significantly to Chile's peaceful trangition to democracy.

Accountable Gover nance

Executive branches that are arbitrary, narrowly based, inept, and corrupt pose a primary obstacle to
sustainable development. They erode public confidence, threaten political sability, stifle individua and
group initiative, and create an unpredictable environment for socid and economic investment. Fourteen
sugtainable devel opment Missions are pursuing objectivesin accountable governance. According to results
reported to date for eight Missions, seven are showing progress toward their targets.

Much of USAID's assistance aims at decentraizing power and authority from strong central governments
to loca communities and broadening opportunities for direct citizen participation in political processes. In
Honduras and Nicaragua, for example, USAID-supported programs have established a tradition of
frequent town meetings and opened other decision-making bodiesto citizens.

In El Savador, Guatemada, and Mozambique, USAID has facilitated public dialogue about the role of the
military in democratic governments and supported reintegration of soldiersinto civilian life.

Increased I nformation Flow

Citizens must be well informed to participate effectively in democratic processes. Thisrequires mediathat
are unbiased, legitimate, able to investigate and andyze events, and free from government interference. In
many developing countries, the media are fettered by government redtrictions, their own ineptitude and
irresponsibility, and alack of public confidence in what they report.

Inrecent years, progress has been madein Africa, Asa, Latin America, Central and Eastern Europe, and
the New Independent Statesin improving the capacity and openness of the media. USAID supportto The
Asa Foundation helped develop journdigtic skillsin the press and mass mediain Bangladesh, Indonesia,
Nepal, and Sri Lanka. In Madagascar, USAID trained journdists in economic reform and accountability.
InCentrd America, USAID trained 50 percent of theregion'sjourndistsand mediamanagersin journdigic
ethics. In 1989, citizens of the region had little faith in the media; by 1994, a public opinion poll found the
media ranked second to the Catholic Church in credibility.

L earning from Experience



Although USAID's mgor emphass on building democrecy is recent, we have aready learned important
lessons from experience:

# Democracy must be substantialy homegrown and cannot be imposed on the bass of a
preconceived modd. For thisreason, USAID programs are designed following an assessment of
exiging conditions within a country.

# Adoption of democratic rule comes most reliably when there are strong demands for reform from
vigorous citizen groups. Once reforms are introduced, these groups aso play awatchdog rolein
ensuring that politicians and officids adhere to new democratic rules.

# Although international monitoring plays an important role in the conduct of dections, sustainable
democratic development requires loca capacity to monitor elections.

# Ensuring fair and impartid judicd sysemsis a high-risk strategy in countries where palitical will
islacking. Thus, asarticulated in arecent six-country evaluation of donor Rule of Law programs,
USAID musgt often support condituency <%2>groups that advocate legd and judicid
re<%0>form, in addition to programs helping revise lega codes and judicia administration.

Stabilizing World Population Growth and Protecting Human Health

Strategy and Objectives

RAPID POPULATION growth and poor hedth are inextricably linked to the factors that keep nations
poor. They are dso closdly associated with low status and limited rightsfor women. USAID's strategy to
gtabilize population growth and protect human hedth hasfive priorities

preventing unwanted pregnancies and abortions,

reducing degths of children from preventable diseases,

decreasing pregnancy-related deaths,

preventing transmission of sexudly related diseases such as HIV/AIDS; and
increasing the basic education of girls and women.

USAID isaleading donor in this sector. Its technical leadership and support for country programs have
contributed directly to dramatic results in lowered mortdity and fertility and significant movement toward
gahilizing world population. Annua world popul ation growth dropped from 2 percent in the 1960sto 1.57
percent inthe 1990s. Thisisthelowest growth rate since the 1940s and has happened whilefewer children
are dying and peoplein generd areliving longer. Improvementsininfant and child survivd and achievement
of desred smdler family sze have occurred particularly rapidly in countries where USAID has
concentrated its assistance.



Results

Ninety percent (37) of USAID's sustainable development Missons are pursuing objectivesin population
or hedth. The impact of USAID assdance is paticularly notable in family planning and child survivd,
where USAID hasthelongest track record. With our development partners, we have contributed to mgjor
changesin accessto sarvices, qudity of care, individud hedth satus, hedth and family planning optionsand
practices, and average family Sze. These are among the best documented results in the fidd of
development, adirect consequence of USAID's long-term investment in demographic and hedth surveys
and research and training. Thereare adso promising resultsin newer areas such as materna hedlth, onwhich
USAID is beginning to focus.

Family Planning

In 34 sugtainable development countries, the Agency is hdping implement programs that enable families
to achieve desred family size. Most programs are reaching or exceeding their objectives. In the 28
countriesthat have received thelargest amount of population ass stance, average family Size has decreased
from6.1 childreninthe 1960sto 4.2 in 1992. In five USAID-ass sted countries, the percentage of couples
using modern contraceptive methods has increased by morethan 2 percent ayear Sncethelate 1980s. In
amog al other USAID-asssted countries for which we have recent data, average annud increasesin the
contraceptive preva ence rate have exceeded 1 percent. These results are especidly impressve ancethe
number of people to be served increases subgtantidly every year. Just maintaining existing levels of
contraceptive use requires expanded service delivery.

USAID's contribution to moderating population growth is shown in countries like Bangladesh, Colombia,
Egypt, Indonesia, Kenya, Mexico, and Morocco where we have been the mgor provider of technica and
financid assstance for years. In each country, a clear pattern has emerged of increased family planning
knowledge, expanded and improved service ddivery, increased contraceptive use, and decreased desired
and actud family sze.

Tanzania provides adramatic example of how our ass stance contributesto nationa-level changes. 1n 1990,
when USAID beganitsfirst population project, most family planning dlinics lacked essentid supplies and
trained staff. Ass stance focused on improving management and supply systems, providing better saff skills,
and expanding client information and choices. Since 1991, modern contraceptive use has more than
doubled, from 7 percent to 15 percent.

Child Survival
The degath of a child from a preventable disease is till too common. A recent survey of 30 developing

nations found that at least 25 percent of women of reproductive age have lost a least one child. USAID
works with its partners to reach the international goal of reducing child mortdity rates by one-third in this



decade. Twenty-eight Missions have set child surviva objectives. Of the eight Missons reporting results
to date, Six are achieving their targets.

Although the HIV/AIDS pandemic may be eroding previous gains in child surviva in some African
countries, overdl there have been important improvements in child health in the past decade. From 1985
through 1992, infant mortaity declined by 10 percent in USAID-assisted countries. In some countriesthe
decline was even gregter, ranging from 17 percent in Boliviato dmost 50 percent in Honduras. During the
same period, mortdity ratesfor children under 5 in USAID-asssted countries dropped by 10 percent to
40 percent. In Egypt, child deaths before the age of 5 dropped from 130 per 1,000 in 1985 to 85 per
1,000 in 1990.

USAID iscontributing to increased immunization coverage. From 1980 to 1990, the percentage of children
immunized againg mgor preventable diseases increased from 20 percent to 80 percent. Worldwide, this
increase saves the lives of an estimated 2.8 million children every year. In 1994, polio was eradicated in
the Western Hemisphere by amultinationa effort in which the United States was the lead donor.

Inthe 1970s, USAID was the chief supporter of research in Bangladesh that led to development of ordl
rehydration therapy to prevent deeths from diarrhea. With USAID assistance, use of the therapy during
diarrhed episodes among children continued to increase, from 12 percent in 1984 to 46 percent in 1992.
This trestment saves children'slives in the United States as well asin developing countries. It prevents an
estimated one million child degths worldwide each year.

By working with partners, we are able to leverage other resources. Thisiswdl illustirated by the vitamin
A programin the Philippines. Firg, the Philippine Department of Hedlth, Helen Kdller Internationa (aU.S.
private voluntary organization), and Hoffman-LaRoche (aU.S. pharmaceutica company) joined forceswith
USAID in acampaign to prevent blindness by distributing vitamin A capsulesto 90 percent of preschool
children. Now, a longer-term solution—making low-cost vitamin A-fortified margarine avallable in local
markets—has been developed by the Nutrition Center of the Philippines (aloca NGO), Johns Hopkins
University, and Procter and Gamble, dl working in partnership with USAID.

Maternal Health

Of dl hedth gatistics, materna mortaity isthe one that showsthe greatest disparity between the devel oped
and developing world. African, Asan, and Haitian women are up to 200 timesmorelikely to dieasaresult
of pregnancy than women from industria countries.

With programs in 24 sustainable development countries, USAID is working toward the worldwide god
of reducing maternal mortdity by haf by the year 2000. Whileit isunlikely that thisambitiousgod can be
met, USAID-ass sted demondtration projects in countries such as Boliviaand Indonesia are showing that
better care during pregnancy and ddivery can save women's and babies lives. In Balivia, for example, a
pilot project in 50 rurd communities, which focused on improved self-diagnosis of materna and neonatal
hedlth problems and referrad and improved care for those with complications, reduced the degath rate of



babies under 1 month of agefrom 117 per 1,000 live birthsto 44. Maternd deathsfrom pregnancy-related
causes in the pilot communities decreased from 11 to 7 ayesr.

Preventing Transmission of Sexually Related Diseases, Including HIV/AIDS

USAID istheleading bilateral donor providing technicad and other support for programs to prevent the
transmission of sexudly related diseases. Since 1986, we have provided more than $500 million for
HIV/AIDS prevention. Seventeen Missions are pursuing objectivesin this area through programs aimed
at promoting safer sexua behavior through information, education and communication; increasing correct
use of condoms; improving trestment services, and working with government and community leeders to
develop policies that support effective prevention activities.

In Africa, where USAID has provided the most support, knowledge of HIV/AIDS has increased
dramaticdly. The mgority of adults can identify a least two effective methods of lessening the risk of
contracting HIV/AIDS. In Thailand, USAID helped anationa program dow the spread of the virus. We
are heping other countries become familiar with the lessons learned in Thailand.

Basic Education for Girlsand Women

Basic education, epecialy for women and girls, is aso afocus of USAID's economic growth drategy.
Results from our programs in this area were discussed in the economic growth section above.

L earning from Experience

Operations research, andyss, and information on program performance have helped us achieve our
objectives in gahilizing population and protecting human hedth. Among the lessons learned are these:

USAID's ahility to combine effective management and collaborative programming with technica
approaches has been an important element in our success. Technicad interventions such as increased
immunization, use of ord rehydration therapy, vitamin A supplementation, child spacing, and breastfeeding
should be combined with management improvements such as better handling of vaccines and other critical
supplies, decentrdized adminigtration, and close collaboration among host country and donor agencies.

It is important to address the sustainability of family planning and hedth services a the early stages of
program planning. Sugtaining programs requires improved management, removing lega or regulatory
barriers to efficient service ddivery, stronger locd inditutions, better trained managers and service
providers, and involving the private sector through innovative gpproaches such as socid marketing.

Providing a high qudity of care and, where feasible, arange of services together is extremely important.



Protecting the Environment

Strategy and Objectives

ENVIRONMENTAL PROBLEMSincreasngly thresten the economic and politicd interests of the United
States and the world at large. Degradation of rura and urban environments has led to increases in human
illness, loss of economic productivity, and a reduced standard of living for countless people in the
developing world. Environmenta degradation in these countries aso affects Americansdirectly throughthe
loss of economicaly important biologicd diverdaty and risng levels of greenhouse gases. These problems
require international cooperation.

USAID isworking withU.S. and host country partnersto support the sustainable devel opment objectives
of Agenda21—the recommendationsfrom the U.N. Conference on Environment and Development (1992
Rio Earth Summit). USAID programs address|ong-term threetsto the globa environment, particularly loss
of biodiveraty and globd dimate change. They dso promote sustainable economic growth locdly,
nationdly, and regiondly by modifying policies and practices that have damaged the environment and by
building locd indtitutions to address environmenta problems.

Programs to address globa objectives concentrate on alimited number of countrieswhere progressislikdy
to have the greatest impact worldwide® Sdected results of USAID's biological diversity programs are
described beow. USAID's impacts on globa climate change are not yet well documented, as these
initiatives are new to the Agency. USAID is engaged in mgor effortsto reduce greenhouse gasemissons
in key countries. Details on this effort can be found in our June 1994 report to Congress, Global Climate
Change: The USAID Response.

Programs to protect the environment a nationa and loca levels dso figure prominently in awide range of
sugtainable development countries. They seek to protect biological resources, promote environmentaly
sound urban and industrial development, foster efficient use of renewable and non-renewable energy,
improve the availability and qudity of water, and encourage better sewardship of natural resources.

Activities related to energy and water are important in many countries, but they have often been
components of broader development activities. As a result, impacts have frequently been assessed more
in terms of their economic and socia consegquences rather than on gtrictly environmentd criteria. Also, the
environmenta impacts of certain water and energy activitiesare often reported under other environmental

8The key countries for global warming are Brazil, India, Indonesia, Kazakhstan, Mexico,
Philippines, Poland, Russia, and Ukraine. While active in anumber of countries with biodiversity
concerns, USAID isin the process of identifying priority countries for its biodiversity investments. That
lig tentatively includes the following countries or regions. Bolivia, Brazil, the Centra African region,
Centrd America, Ecuador, India, Indonesia, Mexico, Papua New Guinea, Peru, the Philippines,
Russa, and Thailand.



objectives. For example, ass stance for wastewater treatment activitiesin Egypt are reported in the section
on urban and indudtrial development, and coastal resource management pilot activities in Sri Lanka,
Ecuador, and Thailand appear in the natura resource management discussion.

This document reports on the impacts of activitiesin the areas where USAID has had more long standing
or focused programs—nbiodiversity protection, stewardship of the natural resource base, and urban and
indugtrid pollution prevention—and where amore significant body of resultsis available.

Results

Sixty percent (25) of the sustainable development Missions have one or more environmental objectives.
These Missions are pread widely across Asa, Africa, and Latin America and the Caribbean.

Biodiversity

At current rates of destruction, it is estimated that 5 percent to 10 percent of al living plant and anima
species will be extinct by 2025. Againg this threet, Sgnificant human and financia resources have been
mobilized to protect biologicdly rich habitats. The results are impressive. Between 1980 and 1990, the
amount of land set aside by the nations of the world in protected areas increased 40 percent, from 4.5
million square kilometers to 6.5 million. Of these, 4.1 million square kilometers are in developing
countries—an area about three times the Sze of Alaska

USAID isanactive partner in thiseffort. In 1994, we supported more than 90 biodiversity activitiesin 40
countries. Thirteen sustainable devel opment Missons have mgor programsin thisarea. Five have reported
results to date and al are achieving or exceeding their objectives.

Through the Parks in Peril program, USAID support has led to creation of 26 protected areas covering
5.6 million hectares in 12 countries. Noel Kempff Mercado Park in Bolivia is one example. Lumber
extraction within the park has declined, takings of river turtlesand their eggs have decreased, confiscation
of illega productsisdown 66 percent, and responsible tourism visitsincreased by 400 percent from 1992
to 1994. In the Philippines, debt-for-nature swaps have endowed a$25 million environmentd fund. Interest
earned has financed more than 100 projects designed and implemented by grass-roots environmental
NGOs.

Not al the news is positive, however. Many protected areas are too small, fragmented, or degraded to
offer red sanctuary for embattled species. Disputes over land tenure conditions and inadequate
enforcement activities result in ineffective protection of many other protected areas. Opportunities to
generate revenuesfrom sustainable use of protected habitatsare still being missed. Theselessonsarebeing
incorporated into the next generation of environmentd activities.

Natural Resour ces M anagement



Maintaining the productivity of naturd resources, particularly for agriculture, is an areain which USAID
has built significant expertise. Eighteen Missons now have naturd resource objectives. Of the nine reporting
results, Six are achieving or exceeding performance targets. Concern about negetive environmenta effects
of agricultura practices led USAID to develop and promote new technologies to maintain or increase
long-term productivity, and involve farmers—men and women—more actively in the process.

For example, in Honduras, we are helping transform destructive hillside agricultura practices and provide
farm families with land-use technologies that decrease eroson and increase crop yidds. The number of
poor hillsde-farming househol ds adopting environmental ly sound cultivation practices doubled to morethan
21,000 between 1989 and 1993, reducing soil erosion by 70,000 tons. At the same time, 10,000
participating familiesincreased their yidds at least 30 percent. Extengion training activities carried out by
mde and femde community leaders is speeding the dissemination of improved technologies among
neighboring farmers. USAID has decreased deforestation and promoted reforestation in several countries.
In Pakistan, communities that suffer from fuelwood shortages are promoting tree farming after policy and
economic reforms established a market for seedlings. More than 100 million trees have been planted on
private farmlands, with good surviva rates.

In the Philippines and Nepa, where forests are rapidly disappearing, new laws transfer management of
public foreststo locd communities. In the Philippines, more than 12 million hectares are now commundly
managed and are beginning to show increased forest regeneration and improved soil and water retention,
bringing economic benefitsto loca communities.

Support for integrated pest management is dso reducing environmental damage and increasing yidds. In
Indonesia, a catalytic USAID investment in amulti-donor project helped to show how reducing pesticide
use can boost farm incomes from rice cultivation. In 1986, the government began training farmers how to
diginguish between pests and their natural predators and how to calculate whether the predators were
doing a better job of keeping down pests than chemicds. As aresult of this program, rice yields among
farmersusing IPM are gpproximately 15 percent higher compared to other farmersunder smilar conditions
and pedticide use is down 65 percent nationwide. Integrated pest management reduced environmental
damage and hedth risks to farmers and saved $120 million in insecticide subsidies.

Filot activities in coastal resources management have had mgor impacts through policy changes and
participatory gpproachesin severd countries. In Thailand amodd strategy for local/nationd partnerships
in managing the country's cora reefs has now been extended to mangrove wetlands and the coastdl zone
asawhole. This expanded program, financed by the Thai government, will lead to better management of
shrimp farming and tourism, activities not previoudy managed sustaingbly.

In Sri Lanka, we helped create a new planning system to control coastal erosion through adoption of
set-back regulations and environmenta impact assessments for dl activitiesthat dter the coastd area. In
Ecuador, 194 groups of fishermen, mollusc collectors, shrimp farmers, and tourism and residentia
developers now work with government agencies in five specid management areas to set coastd policies.



Urban and Industrial Pollution

Bendfits of urban and indudtrid development are being increasingly offset by the high socid cods of
environmenta problems. This problem isatarget of programs in eght sustainable devel opment countries,
aswdl asinthe ENI region. USAID isworking to transfer U.S. domestic experienceto itswork oversess,
ranging from legd and policy changes a the nationd leved to pollution audits for individua plants affecting
particular neighborhoods.

USAID supports expanded wastewater treatment in Egypt, Honduras, India, Indonesia, Jamaica, Jordan,
and Thailand. In Egypt, where we finance mgor wastewater infrastructure, the percent of wastewater
treated in Cairo and Alexandriaincreased from 40 percent to 75 percent, reducing by 81,000 tonsayear
the pollutants entering the Nile, the sole source of water for most Egyptians.

Housing Guaranty programs have leveraged reforms that result in expanded provision of potable water,
sewers, and solid waste disposal on a sustainable basis. Quito, Ecuador, provides agood example. There
technical assstance and the promise of Housing Guaranty funds led to reform of the Municipa Water
Authority. New accounting and information systems improved budgeting, service extensons, tariff
collection, and leak detection, lowering operating costs by 25 percent. Moreover, USAID advisors showed
that congtruction codes were over-engineered, resulting in prohibitively high new-service costs. After
revisng the codes, new service costs became affordable for low-income families. In 3 years, the Water
Authority has made 35,000 new household connections and upgraded services to Quito's marginal
nei ghborhoods, benefiting 180,000 people. The Authority, now financidly solid, has obtained privateloans
and is extending service to the remaining 10 percent of Quito's population currently lacking piped water.

Efforts to decrease indudtrid pollution are dso having sgnificant impacts. In Tunisa, apollution audit a a
lead battery plant led the owner to invest $8,000 in new equipment and change its operating procedures.
Operating costs dropped by $770,000 ayear and lead dust and |ead-contaminated water emissonswere
cut by 60 percent. As news of this savings spread, other battery makers implemented the same changes
without USAID assistance.

L earning from Experience

Two lessons stand out from efforts to protect the environment:

Strategiesthat increaseloca stewardship by empowering and encouraging participation of local peopleare
more effective than those that rely on government agencies done. Whether for managing anature reserve,
ceaning up a polluted river, changing faming systems, or reforming environmental policies, locd

sewardship is essentia to sustained success.

Linking sound environmenta practicesto red economic benefits—"win-win" strategies—characterize our
more effective programs. Eva uations show the environment will morelikely be managed well when tangible



economic benefit can be derived from doing so. Sustainable upland agriculture practices are adopted
reaedily if they increase loca farm incomes; parks are protected if communities share entry fees.

Providing Humanitarian Assistance and Aiding Post-Crisis Transitions

Strategy and Objectives

AS SUPERPOWER tendonseaseinthe 1990s, religious and ethnic rivaries areleading to armed conflict,
widespread didocation, and desth and suffering on amassive scale, especidly in Africaand the Balkans.
These conflicts destroy socid, palitical, and economic ingtitutions and set the devel opment process back
by decades.

Natural disasters, too, can erase years of progress in minutes. USAID's humanitarian programs seek to
save lives and reduce suffering in the face of disagters, return individuas to self-sufficiency, and establish
conditionsfor countriesto move toward sustainabl e devel opment and democracy in the aftermath of crises.
Inthese efforts, wework as partnerswith U.S. and local NGOs, other bilateral donors, U.N. organizations
and the recipients themsdlves.

USAID hasfour objectives for its humanitarian assstance:

timely ddivery of disaster relief and short-term rehabilitation;

preventing disasters and reducing the vulnerability of populations at risk;

presarving the basic indtitutions of civil governance during periods of crisis and trangtion;
protecting the food security and hedlth of vulnerable groups during conflicts or periodsof reform.

TFHHEHR

In 1994, humanitarian assstance was provided to more than 50 countries, the mgority of funds went to
the former Yugodavia, Haiti, and 13 African countries. Emergency food assistance aone reached an
estimated 58 million peoplein 18 countrieswith daily rations. USAID responded to 60 declared disasters,
more than 40 percent of which were complex crisesinvolving civil conflict.

Results

Timely Delivery of Disaster Relief

USAID assstance reduced suffering, saved thousands of lives, protected development progress, and
hastened the return to sustainable development after crises We responded quickly to an earthquake in

India, a cyclone in Mozambique, flooding in Tgikistan, landdides in Colombia, volcanic mudflows in the
Philippines, and 33 other natural disasterswith food, medica supplies, temporary shelter, and other relief.



USAID and the rest of the internationd relief community have become more proficient a responding to
rapid-onset disasters. The number of such disasters decreased 25 percent from 1992 to 1994, while
USAID expenditures dropped by haf, indicating improved efficiency. There is dso a growing capability
to respond to drought emergencies. Timely ddlivery of food and other resources and U.S. leadership of
the donor effort in response to the 1992 drought in southern Africa prevented mass migration and starvation
of hundreds of thousands of people. At the sametime, it fostered long-term sustainable development in the
region.

In 1994, the U.S. response to complex emergencies was controversd, but it achieved sgnificant results.
In Bosnia-Herzegovina, food and other assistance hel ped prevent widespread desth from starvation and
exposure in the winter of 1993-94. In Rwandan refugee camps in Zaire, the Department of Defense and
USAID provided a potable-water system that broke the back of a cholera epidemic among the camp's
800,000 inhabitants. In Angola, Liberia, and Sudan, 25 million people didocated by civil war werefed with
PL-480 food aid ddlivered by NGOs and the World Food Program.

Preventing Disaster sand Reducing the Vulner ability of Populations at Risk

USAID's€ffortsto help prevent, prepare for, and mitigate disasters has paid big dividends. Early-warning
systems for famine and pegtilence in Africa, and esewhere for volcanoes, have become increasingly
effective in saving lives, property and rehabilitation costs. Famine early-warning system data and reporting
across Africa have alowed donors and governments to target food aid to affected people more quickly.
InMadawi, for example, famine early-warning system staff hel ped the government devel op an effectivefood
distribution schedule based on crop estimates.

In West Africa, USAID's Emergency L ocust/Grasshopper Assistance adlowed Mauritania, Senegd, and
The Gambiato avoid mgor crop losses during alocust outbresk in 1993. And in the Philippines, warnings
fromalocd volcanology ingtitute, using USAID-funded equipment and advisors, enabled early evacuation
of at least 80,000 people and saved an estimated $1 billion in property when Mount Pinatubo erupted in
1991.

Traning programs have aso built the capacity of governments and NGOsin Latin Americato respond to
disasters. Governments there now need fewer U.S. resourcesin times of crisis. For example, in Colombia
locd authorities trained by USAID were able to respond to a 1994 earthquake with minima outside
assistance, in marked contrast to 1985, when $2.75 million was provided after an earthquake of similar
scae.

Preserving Civil Governance During Crisisand Transtion
Trangtioninitiatives are extremdy difficult owing to the environments in which they take place, frequently

invalving armed conflict. USAID efforts in Bosnia, Rwanda, and Somdia have shown little progress.
However, support to Mozambique hel ped that country emerge from 17 years of civil dtrife and the 1992



drought to hold free and fair multi-party eectionsin October 1994. Recent efforts to restore democracy
in Haiti have dso been promising.

Protecting Vulnerable Groups

In drifetorn  Ethiopia and Mozambique, working through networks of PVOs and
government-to-government food-aid programs, USAID provided safety nets for vulnerable groups, kept
farmers on their land, and hel ped them keep tools and other assets until the crises passed. The number of
emergency food-aid reci pients has now dropped significantly in these countries. Emergency food provided
acritica safety net for 26,000 people in Gaza-West Bank during the trangition to autonomous rule, for
morethan 1.2 million vulnerable peoplein Haiti through itsrecent politica criss, and for 3,500 Guatemadan
refugees who had fled to Mexico.

L earning from Experience

From our experience in humanitarian and pogt-crigis trangtion, we have learned severd key lessons.
Among them:

Regular attention to the trandtion from relief to development in program planning has high payoffs. To
ignore disagter risks in planning sustainable development programs, or conversdly, to ignore the
development and trangtion implications of emergency conditions and of emergency assstance can be
codly. Thislessonisespecialy important for the countries of the Greater Horn of Africa, probably the most
food-insecure in the world. USAID is a key donor in the region. In our drategy there, the
relief-to-development continuum isamagjor planning concept for addressing food insecurity.

Early detection and warning of potential hazards or emergenciesis the most important way to avert mgjor
disagters. USAID is expanding its early-warning systems into new regions and new sectors.

Socid safety net programs are most effective when designed to help beneficiaries participate actively in

recovery and development activities. Governments must be genuindy committed to compensatory
programsif they are to succeed.

Central and Eastern Europe and the New Independent States

Strategy and Objectives

THE CHANGES that swept Central and Eastern Europe and the Soviet Union in 1989-91 were historic.
They prompted a unique and innovative U.S. assistance program led by USAID. As these countries
emerged from communist rule, economic activity was centraly controlled, private ownership wasvirtualy



non-existent in the former Soviet Union and some of its satdllites, and little was known about how to
establish free-market economies and democracy. Governments were not based on the will of the people
nor accountable to them. Energy was used inefficiently, and pollution was widespread. Progress againgt
these chalenges has been impressive, but much remains to be done.

USAID's ENI programs have three priorities.

# economic restructuring, to foster competitive, market-oriented economiesin which the mgority
of resources are privately owned and managed;

# democracy, to support trangparent and accountable governance and empower citizens through
political processes, and

# social sector restructuring, to strengthen the capacity of some countries to ease hardships of
at-risk groups during the trangition and restructure socia benefits to make them sustainable.

Results
Economic Restructuring

USAID programs are helping transfer state-owned assets to the private sector, establish more stable
business environments, facilitate expansion of private enterprise, promotefisca and financia sector reform,
and support sustainable uses of natura resources. Centrd to this effort are USAID-funded advisors who
actively help draft policies, legidation, and regulatory procedures needed to break up monopolies, establish
markets, and strengthen competition.

Assstancein privatizing indusiry and in new business start-up has contributed substantialy to private sector
growthin many countries. In Russa, USAID hel ped establish anationwide voucher system, which enabled
70 percent of Russan industry to be privatized and 40 million Russans to become shareholders. As a
result, more than 40 percent of industria workersare now in the private sector, and 25 percent of Russian
households own their homes. An estimated 65 percent of Czech Gross Domestic Product (GDP) isnow
produced in the private sector. New private sectorsin eight countries—Albania, Estonia, Hungary, Latvia,
Lithuania, Poland, Russia, and Slovakia—each produce 50 percent to 55 percent of GDP. Intheremaining
countries, the private sector share of GDP in mid-1994 ranged between 20 percent and 40 percent. Land
privatization, however, has been more complex, and progress considerably dower.

USAID-created Enterprise Funds in Central and Eastern Europe have sustained 21,000 jobs, created
11,000 more, and generated over $60 million in earnings. Twenty-threejoint ventureswith U.S. companies
have been creeted, attracting $150 million in private foreign investment.

Appropriate energy pricing and the sustainable use of naturd resources are dso key to amarket economy.
Advisors areworking toimprove pricing policiesand to introduce new energy-efficient technologies. They
have trained more than 20 locd private companiesin Bulgaria, Hungary, and Romaniain energy efficiency



bus ness devel opment, while demongrating U.S. energy efficiency equipment at morethan 40 plants. These
demonstrations generated immediate savings of $16 million in energy costsfrominvestmentsof $1.2 million.
Energy audits and demondrations have improved efficiency by as much as 30 percent in urban heeting
gysems in Armenia, Belarus, Kazakhgtan, the Kyrgyz Republic, Russia, and Ukraine. Use of U.S.
equipment cogting $1 million resulted in an estimated annud savings of $14 miillion in these systems.

Savings from environmenta assstance are dso consderable. Through waste minimization programs,
participating industries have saved more than $17 million from waste recycling, resource conservation, and
reductionin paymentsfor pollution fees and fines. Five citiesin Poland have saved more than $2 million by
redesgning new wastewater trestment plants. Private consultants trained by USAID are now being
contracted by other citiesto design smilar solutionsfor their wastewater trestment plants. Plant managers
who participated in theindustria waste minimization program are marketing new technologiesto their peers
throughout the region.

Lading improvements in the region's environment will dso be achieved from policy changes directly
resulting from USAID assstance. To date, these include environmental impact assessment laws in the
Czech Republic and Slovakia, an auto fud tax to reduce carbon monoxide emissons in Budapest, and
appropriate increases in environmenta fees and user chargesin Poland.

Democr acy

USAID has helped countries hold credible and effective eections across the region. We have learned,
however, that free eections by themselves do not guarantee that political reform will continue. Successful
democratic change results from an array of reformsto strengthen democratic processes, including therule
of law, autonomous loca government, and astrong civil society, including an independent media. Our ENI
democracy programs have achieved significant resultsin each area.

With USAID help, many parliaments in the region have enacted critic politica reforms, including new
election lawsthat help ensure fair and democrétic eections. Hungary, the Kyrgyz Republic, and Russa
have adopted new condtitutions, and elections and civil liberties laws. Advisorshelped draft provisions of
Russias new civil code that guarantee freedom of contract and protection of private property, laying the
foundation for development of new commercia laws needed for a market-based economy.

Puraistic democratic non-governmental organizations were virtualy non-exisent under communism. By
helping to establish alega basisfor creating non-governmenta organizations, USAID has enabled NGOs
to flourish across the region. Other activities that have increased the participation of citizensand NGOsin
the life of their communities and nations include strengthening loca NGO capacity, legd assstance,
education reforms, and support to youth, human rights, environmentd, business, media, civic, and charitable
womens groups.

Judicid systems in Kazakhstan, Russia, and Ukraine, and most of Centra and Eastern Europe, have
become more professiond, independent, and better equipped to resolve private property and crimina



judice issues. U.S. assgtance is adso facilitating decentrdization and increased accountability of
governments. For example, municipd officias in Bulgaria, the Czech Republic, Poland, Romania, and
Russarecaved training in financid management and provison of urban services.

Social Sector Restructuring

The trangtion to market-based economies is threatened by legacies of the past. Bankruptcy and eventud
collapse of the previous system have resulted in massive, unpredictable changesin peoplé€'s lives because
of highinflation, unemployment, and reduction of state-subsdized socid services. Public support for reform
requires that people believe their current hardships will be addressed by moving to a market economy.
Thus, USAID has supported amix of activities and policiesin the socia sector.

We have provided immediate help to ease hunger, winter cold, and other hardshipsin strife-torn republics.
We have coordinated with the U.S. Department of Agricultureto supply essentia food productsto more
thantwo million people. Epidemics of meades and other diseases have been prevented by vaccinating more
than 500,000 children in Centrd Asa

Thirty-one partnerships between U.S. hospitals and health facilities in ENI countries have transferred
medica skills and Western management practices, improving productivity. Women's access to modern
reproductive hedlth serviceshas been increased in the Central Asan republics. Environmenta hedlth threets
at specific stes have been sgnificantly reduced through USAID assistance.

USAID dsoisencouraging ENI governments to introduce private sector management practicesto socia
sarvices. Reaults of housing reforms in Russia and Hungary dready show that increased revenues from
higher rents more than cover the cost of increased housing alowances for the neediest.

L earning from Experience
Key lessons from our programsin the ENI region include:

USAID learned early in the ENI program that the high costs of assgting with reforms madeit important to
use our funds to leverage financing available from other donors. This approach has been particularly
successful in private sector development, environment, energy, and humanitarian assstance.

If the quality of life of citizensimprovesin line with their expectations, politica changes are more likely to
be sustained.

No single aspect of democracy programming can guarantee the success or sustainability of democratic
trangtions. Integrated approaches that smultaneoudy address the political, socia, and economic
dimengons of change are essentia to sustaining progresstoward vast systemic change. U.S. assstance must
be shaped and sequenced to help build congtituencies for sustaining economic and politica reforms.



Muchof USAID'sass stanceto the private sector hasbeen directed at individua firms. In order toincrease
the impact of this assistance, we need to extract the broader lessons from our activities and make them
available more widdy through training centers, business associations, and banks.

In the environment and energy areas in particular, scarce assstance resources should target high-profile
“hot spots’ to ensure that results are seen and replicated.

Challengesfor the Next Year

USAID has made sgnificant progress, particularly in thelast year, in focusing on results. Substantid effort
and resources have already been invested, but moreisrequired. USAID must be able to report itsresults
more comprehengvely and conclusively, to have abetter idea.of why and under what circumstances certain
approacheswork best, to make performanceinformation available more quickly and easily to al managers,
and to do thiswithout mgor new expenditures on management systems. Our agendafor moving dong this
path in 1995 includes:

Building on 4 years of experiencewith Mission strategic planning and the sustai nable devel opment drategies
developed last year, we will prepare an Agency-wide results framework. It will include performance
indicators to assess the results of our development work more uniformly and process indicators to track
our interna progress in managing for results.

Chooging accurate, inexpensve, and easly used performance indicators, a both the operating unit and
Agency levd, isacomplex, andyticaly difficult task. It will undoubtedly require various iterations as we
learn from experience. We will give increased attention to identifying good indicators in 1995, especidly
for democracy and environment programs.

USAID will complete development and begin ingtdlation of a corporate information system. Among other
things, it will include indicators and targets from al srategic plans and the most current information on
progress toward these targets. When complete, the system will reduce formal reporting requirements,
increase our ability to analyze and report on program performance, dlow managers to make decisons
better informed by the progress of their activities and lessons of experience, and permit broader, quicker
dissemination of results.

With another year of measuring progresstoward strategic and intermediate objectives, and clear guidance
from headquarters on performance indicators that are best for measuring Agency-wide success, USAID
will be better ableto identify programsand approachesthat are more, and less, successful in achieving their
targets. Thiswill et us concentrate on the most effective programs and learn from experience with them.
Thiswill require Missions and bureausto devote greater andytica and technical resourcesto performance
measurement and evauation.



Appendix: Countriesincluded in the Annual Performance Report
Sugtainable Devel opment Countries

Africa
Benin Burundi Ethiopia Gambia Ghana Guinea GuineaBissau Kenya Madagascar Mdawi Mdli
Mozambique Namibia Niger Nigeria Senegd South Africa Tanzania Uganda Zambia Zimbabwe

Asaand the Near East
Bangladesh Egypt India Indonesia Jordan Morocco Nepa Philippines Sri Lanka

Latin America & the Caribbean
Bdlivia Dominican Republic Ecuador El Sdvador Guatemaa Guyana Honduras Jamaica Nicaragua
Paraguay Peru

Europe & New Independent States

Europe
Albania Bosnia Bulgaria Croatia Czech Republic Estonia Hungary Latvia Lithuania Macedonia Poland
Romania Sovakia Sovenia

NIS
Armenia Azerbaljan Beaus Georgia Kazakhstan Kyrgyz Republic Moldova Russa Tgikistan
Turkmenistan Ukraine Uzbekistan

[This on-line version does not contain any tables, figures, charts, or graphics. To recelve apublished copy
of thereport, contact DISC, 1611 North Kent Street, Suite 200, Arlington, VA 22209-2111. Phone 703-
351-4006; fax 703-351-4039.]



