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INTRODUCTION

Since 1961, the U.S. Agency for International
Development (USAID) has carried out
America’s economic and humanitarian assis-
tance programs abroad. U.S. foreign assistance
has always had the twofold purpose of further-
ing America’s foreign policy interests in
expanding democracy and free markets while
improving the lives of citizens in the developing
world. Spending less than one-half of 1 percent
of the federal budget, USAID works to achieve
five interrelated development objectives: pro-
moting broad-based economic growth;
advancing democracy; stabilizing population
and protecting human health; protecting the
environment; and saving lives and preventing
disasters through humanitarian assistance.

During the Cold War, advocates and critics
alike agreed that foreign assistance was often
directed primarily to advance U.S. strategic
interests in Africa, Latin America, the Middle
East and Asia. Foreign assistance programs
placed a high priority on offsetting Soviet influ-
ence in these regions. As a result, U.S. foreign
assistance was — at times — directed to nations
that failed to embrace basic democratic princi-
ples and sound economic policies.

The end of the Cold War brought a unique
opportunity to redirect U.S. foreign assistance
to better advance America’s interests in a rapid-
ly changing international environment.

Competing Successfully in
the Global Economy

Perhaps the most striking trend to emerge
in the wake of the Cold War is America’s role
in an increasingly interconnected, and highly
competitive, global economy. The emergence
of new and expanding markets for the U.S.

economy and their strong potential for growth
have made the economies of developing nations
increasingly important to the United States.

Most of the growth in U.S. exports contin-
ues to come from countries in the developing
world and countries in transition from state-
dominated to free-market economies. Between
1990 and 1995, exports to developed countries

-such as America’s traditional trading part-
ners in Western Europe — grew by only 5.7
percent. In contrast, in 1995 alone, U.S.
exports to developing countries rose by 11.8
percent. Annual growth in such exports has
averaged 12 percent over the last 10 years, with
the yearly total almost tripling since 1985.

Between 1990 and 1995, American exports
to transition and developing countries increased
by $98.7 billion. This growth supported rough-
ly 1.9 million jobs in the United States, using
the common multiplier of 20,000 jobs generated
by each billion dollars worth of exports.
Economic growth and development abroad
directly benefit the U.S. economy in terms of
trade. U.S. exports to the developing world
rose to a record $215 billion in 1994.

Increased U.S. income and employment from
export growth are tangible benefits of expanded
trade.

USAID plays a critical role in helping to
develop new markets for the United States,
understanding well that poor people make poor
customers and that bad policies and weak insti-
tutions make for a poor business climate.
Foreign economic and humanitarian assistance
programs in the developing world constitute a
critical investment in the future of the
American economy. USAID programs help
increase standards of living, enabling nations to
begin to afford greater quantity and quality of
American goods and services.



In the wake of the
Cold War USAID
has been called on

fo serve as a frontline
agency in helping fo
secure a number of
high priority political
and econ mic

transitions around

the globe.

Foreign assistance also fosters an enabling
environment for U.S. trade and investment in
developing nations by helping secure open envi-
ronments for trade. USAID programs are often
instrumental in establishing fair business codes,
viable commercial banks and reasonable tax and
tariff standards. Foreign assistance helps create
the stable and transparent business climates
within which U.S. companies can operate suc-
cessfully abroad. Programs in other key areas
such as health, the environment and population
help support the prospects for lasting economic
growth and enable nations to become less depen
dent on aid.

A a
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In the wake of the Cold War, USAID has
been called on to serve as a frontline agency in
helping to secure a number of high priority polit
ical and economic transitions around the globe.
In places such as Russia and the New
Independent States of the former Soviet Union,
South Africa, Haiti, the West Bank and Gaza,
an Bosnia, USAID continues to play a vital
ro e in assisting historic advances toward free
and peaceful societies.

In addition to assisting nations as they rhake
the transition away from closed economic and
political systems, USAID has also responded to
the ongoing exigencies of complex humanitarian
crises in nations such as Rwanda, Bosnia, Liberia
and northern Iraq. The proliferation of these
complex crises has placed millions of civilians in
conditions of dire humanitarian need and
strained the international community’s ability to
respond to these urgent requirements. In addi-
tion to these high-profile activities, USAID
continues to carry out equally important long-
term development programs around the globe.

As the foreign policy concerns of the
United States have evolved over the past
decade, the role of USAID has become more
focused. Three years ago, USAID became a
reinvention laboratory under the National
Performance Review, one of only two U.S. gov-
ernment agencies so named. As a reinvention
Jaboratory, USAID focused on fewer, more
attainable objectives; simplified the agency’s
organization and empowered its staff; and
redesigned and simplified the ways 1t does
bustness

At the nd of 1995, the ag n y had

Defined a clear and understandable set of
policies based on producing demonstrable
results and accurately monitoring and
evaluating all of USAID’s development
activities;

Announced the close-out of 24 overseas
missions over a three-year period;

Reduced total staff by over 1,750 positions
and permanently eliminated 70 senior
positions;

Combined administrative costs with other
government agencies to achieve $7 million
in cost savings over five years;

B Reduced project design time by 75 percent;
& Cut regulations by 55 percent;

Developed a new electronic acquisition
and procurement planning system that
replaced 65 different systems and
eliminated tons of paperwork; and,

Cut competitive contract award time by
over 50 percent.

eliv r sis m¢ =
Th A e cys Stra

Under the leadership of the Clinton admin-
istration, USAID has honed its strategic
approach to more close y reflect U.S. national
interests. Gone are the days when foreign assis-
tance will be offered to nations that fail to
embrace the basic tenets of good governance and
sound economic development USAID consid-
ers the following national interests when
identifying countries for foreign aid:

Promoting U.S. economic security: USAID
programs create markets abroad for U.S. goods
by fostering a sound policy and institutional
environment and promoting lasting economic
growth in developing countries.

Enhancing prospects for peace and stability:
USALID programs in areas such as Central and
Eastern Europe, the New Independent States,
the Middle East and Central America are critical
to reduce the potential for conflicts that would
gravely threaten U.S. secunty.

Preventing humanitarian and other complex
crises: In the last year, USAID ha aken an
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Less s it

In 1994 USAID launched the Lessons
Without Borders program fo infro
duce techniques used overseas fo help
solve some of the social and econom
ic problems that the United States
faces at home. Baltimore Boston and
Seattle have hosted Lessons Without
Borders programs, Lessons Without
Borders brings home fo American

vl Border

communilies some of the innovative
techniques in health, economic devel-
opment and the environment that
have been discovered through foreign
assistance programs. Nine Ballimore
health care and economic develop-
ment professionals traveled to Kenya
and Jamaica to see USAID projects in
action. USAID had helped Kenya

achieve an 80 percent immunization
rate for 2-year-olds; Baltimore’s
immunization rate for 2-year-olds at
the time was only 56 percent, and
only 62 percent of Ballimore’s school
age children had all their required
immunizations. With sirong support
from Baltimore’s mayor, and using
techniques wilnessed in USAID pro-

grams abroad, Baltimore launched a
massive immunization campaign in
1995. Some 39,000 school-age chil
dren were either immunized or more
complete records were collected for
them. The bottom line: The rate of
documented immunization in
Baltimore is now 96 percent.

As percentage of GNP

a gressive approach to prevent massive humani-
tarian crises before they occur, in an effort to
stem the high financial and human cost of
peacekeeping, refugee crises and emergency
relief operations.

Protecting the United States against
specific global dangers: USAID efforts beyond
America’s borders are increasingly important in
protecting the United States from such clear
threats as the spread of the Ebola virus,
unchecked population growth and loss of biodi-
versity.

USAID has identified five goals that direct-
ly advance the national interests listed above
and promote lasting economic and social devel-
opment in nations receiving U.S. foreign
a istance. The five agency goals are: promoting
broad-based economic growth; advancing
democracy; stabilizing population and protect-
ing human health; encouraging sound
environmental management; and responding
effectively to humanitarian crises. Within the e

five overarching goals, USAID has identified 19
agency objectives that contribute to achieving
these goals. (See Figure 1.)

USAID’s progress toward achieving these
specific goals and objectives is outlined in this
report. However, because of its brevity, it is
impossible to offer a full and complete break-
down for every country receiving assistance and
its progress or setbacks during the course of the
last year. Instead, this report is designed to pro
vide a broad overview of USAID activities and
their impact. As with any endeavor, some activ
ities were more successful than anticipated, and
some programs did not achieve their desired
results. But, because of USAID's increasingly
effective use of performance measures and eval
uation, the agency is now better able to correct
or discontinue activities that are not achieving
intended results. These performance measures
also make it easier to identify and share those
techniques and approaches that have proved
particularly effective on a larger scale.

Figure 2
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It is important to note that even though
USAID has responded effectively to a wealth of
challenges in the post-Cold War world and has
made impressive strides in streamlining and
reforming its management, it is carrying out its
mission against a backdrop of sharply declining
U.S. resources available for foreign assistance.

Since foreign assistance became a corner-
stone of U.S. foreign policy after the end of
World War 11, the relative size of the U.S. assis-
tance program, in real dollars, has declined
steadily. In 1949, during the Marshall Plan, for-
eign aid represented 3 percent of U.S. gross
national product (GNP). Now foreign assistance
represents about 0.17 percent of U.S. GNP. The
United States currently is the least generous of
any major industrialized nation when foreign
assistance is viewed in terms of its percentage of
GNP. (See Figure 2.)

Japan has surpassed the United States as the
largest donor of foreign assistance in actual dollar
terms, and the United States currently con-
tributes only about 17 percent of the worldwide
total of foreign assistance. The United States and
Australia are the only two nations among the 17
principal donors of foreign assistance whose con-
stant dollar per capita foreign assistance
contributions have declined since 1970.

Figure 3
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Since 1985, not only foreign assistance, but
the total foreign affairs portion of the federal bud-
get has declined dramatically in both real dollar
terms and as a share of the federal budget. In
1985, total foreign affairs spending constituted 2.5
percent of the federal budget. By 1995, total for-
eign affairs spending had fallen to 1.2 percent of
the federal budget. (See Figure 3.)

Le e sh’

p rahion in F reign Aid

Coordination and cooperation between interna-
tional donors of foreign assistance become
increasingly imporfant as a growing number of
nations engage in foreign assistance programs.
Several important trends have emerged in inter
national spending on foreign aid. The United
States’ relative share of the total of donor assis-
tance levels has dropped sharply over time, and
overall funding dedicated to foreign assistance
has leveled off in recent years. Throughout the
1950s and 1960s, the United States accounted
for more than 50 percent of all official develop-
ment assistance. Today, U.S. foreign assistance
accounts for only about 17 percent of iotal for-
eign assistance. (See Figure 4.)

These frends reflect both the United States’ relative
decline in spending on foreign assistance, and the
economic prosperily of an increasing number of
nations that has allowed them to become mem-
bers of the donor community. Many of this new

generation of donors were helped by the United
States to rebuild after the Second World War as
part of the Marshall Plan.

Many of the successful programs cited in this
report would not have been possible without the
pariership and cooperation of other donors and
organizations.

A good example of the considerable potential of
donor coordination comes from the Vaccine
Independence Initiative. The initiative created a
fund for countries to buy vaccines, while provid
ing fechnical support to help them forecast their
vaccination needs. USAID's initial $1 million
grant to UNICEF in 1992 has been augmented by
more than $4 million in contributions from the
governments of Australia, Japan, the Netherlands,
New Zealand, Norway and the United Kingdom.
UNICEF added $4 3 million to the mitiative from
its general fund.

Fgure 4
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ROMOTING
EcoONOMIC

Economic growth is the cornerstone of develop
ment. Without sound economic policies,
institutions and investment , it is simply impos
sible for any nation to consistently improve the
lives of its citizens. La ting e onomic growth
increases income, boosts employment, enhances
food security and reduce poverty. Economic
growth is also integral to achieving USAID’s
four other development goals.

Broad-based sustainable economic growth
results mainly from policies and institutions in
developing countries that support private mar
kets and sound public investments in human
resources and infrastructure. In recent years,
developing countries, and countries emerging
from years of state-dominated economic and
potitical systems, have made significant strides
toward adopting open and market-driven
economies. USAID continues to play a pivotal
role in encouraging these reforms.

USAID has three principal objectives fun-
damental to achieving its goal of promoting
broad-based economic growth: strengthening
markets; expanding economic access and oppor-
tunity for the poor; and expanding and
improving basic education. In Central and
Eastern Europe and the New Independent
States of the former Soviet Union, the agency
specifically assists countries in making the tran-
sition from command economies to private
sector-oriented, market-driven economies.

Analysis of annual growth in the gross
domestic product (GDP), a core indicator for
the agency’s economic growth goal, reveals that
economic growth in developing countries over
the past decade has been mixed, but more rapid,
more broad-based and more sustained than gen-
erally perceived. Of the estimated 2.2 billion
people who lived in developing countries that
received USAID assistance during this decade,

ROAD
ROWTH

ASED

nearly two-thirds were in countries that
achieved rapid annual per capita economic
growth (above 2.4 percent). Another 20 per-
cent lived in countries with growth equal to or
better than the U.S. rate (1.2 percent). In
almost all countries that attained positive eco-
nomic growth (and for which data are
available), the incidence of poverty fell. Income
distribution improved in two-thirds of these
cases. Over the longer term, we have also seen
major declines in the incidence of poverty in
countries such as Indonesia, Thailand,
Colombia, Costa Rica and Morocco, among
others.

USAID economic growth programs have
helped a growing number of nations such as
Costa Rica, Tunisia and Thailand graduate from
U.S. foreign aid.

Economic growth in
developing countries
over the past decade
has been mixed, but
more rapid, more
broad-based and
more sustained than

generally perceived.



Learning from Experience:
Exports in Uganda

The expansion of non-traditional
agriculture often allows farmers to
increase their incomes and benefits
the United States through the
increased purchase of U.S, food

processing equipment by developing

nations. In Uganda, USAID helps

smoll farmers produce and export
non-traditional agricultural exports,
such as snowpeas, mushrooms, pep-
pers and roses. Crop diversification
has reduced Uganda’s heavy depen-
dence on coffee for exports and
government revenues. Though non-

traditional exports more than dou-
bled from 1990 to 1993, to $68.4
million, the USAID program did not
reach its ambitious 1994 farget of
more than nine new agricultural
products with annual exports
exceeding $2 million. In response,

and after careful analysis, USAID
realized that a lack of cold-storage
facilities at the airport was a major
constraint o further export expan-
sion for Uganda’s farmers. With
USAID support, new cold-storage
facilities are being buill.

Since 1993,

USAID has helped
11 countries in
Europe and the
New Independent
States privatize
more than 151,000

enferprises.

Strengthening Markets

Well-functioning, dynamic markets are
essential for economic growth and poverty
reduction. Open and competitive private mar-
kets stimulate economic activity and accelerate
growth, providing increased incomes and
employment. USAID assistance in a wide
range of countries focuses on establishing a
sound economic policy and regulatory environ-
ment.

Some of USAID'’s most dramatic successes
in economic policy reform have come in priva-
tization. The agency plays a major role in
helping countries in Central and Eastern
Europe and the New Independent States move
from command economies to private sector-ori-
ented, market-driven ones. The importance of
these privatization efforts is difficult to over-
state. They represent a major foreign policy
initiative to help ensure that these nations
make a permanent transition to free markets
and open political systems. The cost of con-
ducting such economic assistance programs in
these regions pales in comparison to the exorbi-
tant costs associated with a return to Cold
War-style strategic confrontation.

The privatization of state-run enterprises
and the dismantling of state monopolies in pro-
duction, processing, marketing and the
distribution of goods and services are critical to
these nations’ transition to free markets. Since
1993, USAID has helped 11 countries in
Europe and the New Independent States priva-
tize more than 151,000 enterprises. Those
nations that have taken an aggressive approach
to reform and privatization and that have fully
engaged broad numbers of individual citizens in
a rapid privatization process have made remark-
able progress. Overall, progress toward

privatization has been mixed across the coun-
tries in the region, but — on balance — those
nations receiving USAID privatization assis-
tance have come further, faster, than even the
most optimistic observers could have hoped sev-
eral years ago.

USAID also has helped to liberalize agricul-
tural markets in Egypt, Zambia and Zimbabwe,
leading to expanded agricultural production,
heightened private sector activity and increased
rural incomes. In Zimbabwe, public spending
for agricultural marketing and support has
declined by $160 million since 1993. As a result
of reduced government intervention in the mar-
ket, the poorest households in Zimbabwe now
have about 5 percent extra monthly income.

USAID efforts to help construct, rehabili-
tate and maintain urban and rural roads in
nations such as El Salvador, Guinea,
Mozambique, Nicaragua, Tanzania and Uganda
have played an important role in invigorating
the private sector in these nations. USAID-
supported farm-to-market roads increased
commerce and halved transportation time and
cost in the project areas. In Tanzania, with
USAID assistance and advocacy, private sector
involvement in the national road program
increased significantly. By 1994, 90 percent of
the contracts were in the hands of private firms.
Privatization has reduced transport and freight
charges by 20 percent.
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E’.‘.’.’n"sp::‘.’m‘.."a'.‘;’ for the
oor

Even where markets are functioning well,
economic benefits are uneven because of differ-
ential access to information, technology, credit



and other resources. USAID activities particu-
larly target small-scale farms and non-farm
enterprises that provide much of the income for
the poor in the developing world. Moreover,
many of USAID’s activities in this area focus on
women, who make up more than half of the
productive population and are disproportionate-
ly represented among the poor.

One of USAID's most enduring successes in
expanding economic opportunity has been its
microenterprise programs. These programs have
been so effective that a number of American
cities are now exploring putting similar lending
programs in place. For example, USAID’s sup-
port of $3 million led to the creation of
BancoSol in Bolivia, a licensed commercia
bank that provides loan and deposit services
exclusively to poor microentrepreneurs. At the
end of 1994, after less than three years of opera-
tion, BancoSol had served over 305,000
client  most of them Indian women  with
loans averaging $400 each. The bank makes
more loans every month than the rest of
Bolivia’s banks combined. BancoSol'’s present

microenterprise loan portfolio is over $60 mil-
lion. Because the bank generates profits that
are reinvested in expanding its services, and
because it is able to finance almost all of its
portfolio with funds from commercial sources,
BancoSol can grow rapidly without any donor
subsidies.

Successes like BancoSol have proved that it
is possible to provide credit to large numbers of
poor people without requiring continuing subsi-
dies from onors. USAID-supported
microfinance programs all around the world are
progressing toward this goal. The value of
these loans to recipients is demonstrated by the
customers’ wil ingness to pay interest rates that
cover the full cost of the programs and to repay
the loans at nearly a 100 percent rate to main-
tain access to future credits. USAID evaluations
of its microenterprise programs found that 10 of
the 11 institutions the agency examined were
operationally efficient and reached large num-
bers of poor people with their services. Five of
the institutions were fully profitable and gener-
ated positive returns on assets compatable to

One of USAID's m st
enduring successes in
expanding economic
opportunity has been

its microenterprise

programs.



commercial financial institutions. In 1994,
USAID microenterprise and small farm loans
helped create over 99,000 jobs in the
Dominican Republic, Honduras, Niger and
Peru. More than 225,000 poor households,
microenterprises and small farms in nine devel-
oping countries received USAID-assisted loans
in 1994.

USAID programs work with small farmers
in support of land reform in areas like establish-
ing land titles and property transfers. USAID
realizes that in large portions of the developing
world, agriculture is a key component of broad
based economic growth. Property rights
enhance small farmers’ incentives to improve
and increase their agricultural production and
give them the security of knowing that thei
investments of time and labor will not be
unfairly taken from them.

There are few un ertakings that offer such
high rates o retun  for any ociety — as
investing in education. Educa ion ' a primary
means for strengthening the human resource
base and, thus, productivity. Further, numerous
studies have demonstrated that investments in
education  particularly basic education  not
only lead to valuable increases in economic pro-
ductivity, but also significantly contribute to
improving health, stabilizing population and
increasing sound environmental management.

USAID activities emphasize increased
access, efficiency, quality and equity of educa-
tion, particularly at the primary level.

In Africa, where some of the most signifi-
cant advancements have been seen in
education, the comprehensive Education Sector

Policy reforms often have far reach-
ing effects throughout an economy.
Guinea-Bissau accounts for about 6

percent of world cashew production.

Its cashew farmers have a major
comparative advantage because
their productivily is more than dou
ble the world s biggest producers

Brazil and India. OF the estimated
79,000 rural families in Guinea
Bissau, more than 37,000 are
involved in cashew production a
crop that accounted for more than
90 percent of exports in 1994,
USAID encouraged a reduchon of
the export tax for cashews from

more than 50 percent to 20 percent
in 1994. With this trade restriction
lowered economic activity boomed.
Real GDP grew by 6.3 percent in
1994 almost double the rate of
the early 1990s  Furthermore, from
1992 through 1994, farmer income
from cashews rose from $4 2 million

to $10.6 million  an average
increase of $156 a family. Private
sector activily increased as shown
by the dramatic rise in the number
of small traders reaching 18,500 in
1994.



Recent assessments from

Bangladesh Guatemala Cameroon
Ecuador Thailand Sri Lanka and
Uganda offer important insight info
USAID's efforts to strengthen
agribusiness. Programs fo privatize
fertilizer distribution succeeded
beyond expectations. Most of the
programs aimed at promoling non
fraditional agricultural exports not
only increased such exports but also
helped create a business climate con
ducive fo private sector growth
Especially successful were programs
that boosted the growth of small and

medium-size private agribusiness
firms. Less successful were programs
promoting marketing cooperatives.
These had high operating costs, a
habit of depending on government
and donor assistance and sluggish
responsiveness fo opportunities.
Agribusiness programs did not atiract
significant foreign direct investment
but did facilitate collaborative
arrangements between U.S. firms
and local entrepreneurs. Efforts o
promote membership based private
organizations of agricultural produc
ers, processors and exporters fared

well. These organi ations merged
as powerful voices fo articula  the
interests of their members and fo
press for regulatory reform.

Several important lessons m rged:

Agribusiness programs should
focus primarily on improving a
country s policy environm nt
assislance to individual enterprises

should be secondary.

Agribusiness development pro
grams should follow the lead of

the private sector not assume the

lead.

USAID should continue to design
inferventions geared to small and
medium si firms. These pro
grams should promote
entrepreneurship among women

Programs should support cooper
atives only when they
demonstrate the will and ability to
subject themselves fo the disci
pline of the marketplace.

Support programs, carried out in collaboration
with other donors, emphasize policy reforms.
Since 1989, when these programs started,
enrollments increased from 50 percent to 65
percent in Benin and from 27 percent to 40 per
cent in Guinea. In Benin and Mali, between
1990 and 1994, the pass rate for primary-school
leaving exams rose, respectively, from 40 per-
cent to 58 percent and from 40 percent to 45
percent.

USAID pported policy reforms in Guinea
have resulted in a near doubling of the portion
of the national budget devoted to education
from 1990 and 1994 (from 14 percent to 25 per
cent). The per-pupil share of material and
non-salary expenditures increased from $0.20 to
$11. In Ghana, education as a percentage of
the national recurrent budget increased from 17
percent in 1989 to 36 percent in 1992.

In Latin America and the Caribbean,
USAID programs have contributed to signifi-
cant improvements in the quality and efficiency
of education, especially in Honduras,
Guatemala and El Salvador. In Honduras, the
percentage of students graduating from sixth
grade rose from 53 percent to 70 percent
between 1985 and 1994. In Guatemala, third-
grade completion rates rose from 28 percent to
34 percent between 1991 and 1994 . With
USAID assistance, nearly 60,000 primary teach-
ers have received training in El Salvador,
Honduras and Nicaragua since 1987. Finally,
materials development and distribution pro-
grams have resulted in the distribution of over
26 million textbooks to primary students in the

Dominican Republic, El Salvador, Guatemala,
Haiti, Honduras and Nicaragua since 1986. The
program has had an impact in Africaa well. n
Ghana, between 1989 and 1994, USAID
helped raise the proportion of primary school
students with textbooks from 10 percent to 74
percent.

USAID' integrate economic growth strat
egy is built on he produ tive synergy of its
three objectives: trengthening markets;
expanding acces and opportunity for the poor;
and expanding and improving education.
Strengthening markets builds the framework
and infra truc ure needed for economic growth.
Expanding economic access and opportunity
enables the poor, women and other disadvan-
taged groups to participate in economic growth.
Expanding and improving education equips peo
ple with skills and knowledge to actively take
part in economic growth.

With all three objectives, experience shows
that systemic reforms are essential for lasting
progress. Without the appropriate policy and
institutional environments, donor assistance is
ultimarely ineffective. Policy reforms and insti-
tutional strengthening efforts have proven
effective for liberalizing agricultural markets, sta-
bilizing national economies, privatizing
state-owned companies, expanding access to
land and capital, giving women economic
spportunities and improving basic edu ation
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ADVANCING
DEMOCRACY

In this era of unparalleled political change,
scores of nations are making the transition from
repressive, autocratic regimes to democratic
governance. USAID is at the forefront of this
wave, helping countries build democratic insti-
tutions and strengthen the societal
underpinnings essential to their success. The
agency is helping guide individuals and their
leaders toward open, representative govern-
ment. During the last year, USAID was able to
support historic democratic breakthroughs in
Haiti, South Africa, Cambodia and the West
Bank and Gaza.

In 1980, there were 55 democratic nations.
By 1995, this number had jumped to a remark-
able 115 nations. USAID provided democracy
and governance assistance to 36 of the 57
nations that successfully made the transition to
open government during this period.
Democratic countries are less likely to engage in
war, generate large refugee flows or disintegrate
into crises. Democracies also provide more sta-
ble markets for U.S. exports and U.S.
investment and business abroad.

USALID assistance in democracy and gover-
nance is relatively new. Whereas other sectors
rely on decades of research and information col-
lection, in democracy and governance USAID
is helping define the boundaries of assistance
and methods for determining the impact of
assistance. Given the incremental, complex and
non-linear nature of political change, the
agency faces considerable challenges in measur-
ing the success of democratization programs.

To maximize progress toward achieving the
agency goal of building sustainable democracies,
and in light of limited resources, USAID pro-
grams are targeted in four priority areas. Their
objectives are: strengthening the rule of law and
respect for human rights; fostering genuine and

competitive political systems; increasing devel-
opment of politically active civil societies; and
promoting more transparent and accountable
government institutions.

Strengthening the Rule of
Law and Respect for Human
Rights

The rule of law is the foundation upon
which democratic societies are built. The rule
of law protects citizens against arbitrary use of
state authority and against the lawless acts of
other citizens. It ensures that all citizens are
treated fairly and are given equal opportunity
under the law. Internationally recognized
human rights provide a framework for citizens
to interact with each other and with the state.

USAID uses several approaches to strength-
en the rule of law: ensuring legal protection of
citizens’ rights and interests; enhancing fairness
of the administration of justice; improving time-
liness of the administration of justice; and
increasing citizen pressure for conformity with
international human rights standards. For
example, in South Africa USAID supported the
South Africa Legal Defense Fund, whose attor-
neys handled cases involving women’s right to
inherit property and complex constitutional law
issues, such as the right to bail and use of racial
classifications.

In 1993, Honduran public prosecutors pre-
sented fewer than 700 criminal cases to
tribunals, none involving public corruption.
With USAID assistance, the Honduran attor-
ney general’s office was created. During 1995,
more than 12,000 criminal prosecutions have
been presented around the country. For the
first time in the history of Honduras, corruption

USAID is

helping define
the boundaries of
assistance and
methods for
determining the
impact of

assistance.
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USAID plays an
important role in
helping o ensure
free and fair
electoral contests
and to enhance
political

competition.

charges have been pressed against 73 high- and
mid-level government officials, including
national and local political officials.

Fostering Genuine and
Competitive Political
Systems

USAID plays an important role in helping
to ensure free and fair electoral contests and to
enhance political competition. When elections
are manipulated, poorly managed or held only
after lengthy and unpredictable intervals, par-
ticipation, competition and the will of citizens
are all compromised. USAID’s approaches to
achieving this objective include: creating
impartial and open electoral laws and regula-
tions; creating impartial and more effective
electoral administration; better informing vot-
ers; improving local and international
monitoring; and making political parties more
responsive to constituents.

In Thailand, USAID’s Women in Politics
Program provided political party training to
more than 1,000 women in five northern
provinces before the 1995 local elections. Of
the 289 women who ran, two-thirds had
received training, and 109 were elected. The
number of women holding office in these
provinces increased from an average of 1 per-
cent before the elections to 14 percent
afterward.

As evidenced in the seriously flawed 1994
Dominican election, monitors alone do not
ensure free and fair elections. In preparation for
these elections, USAID provided technical
assistance to the election commission and fund-
ed election observation. However, the election
itself did not mark the completion of USAID’s
role in the process. Following the elections, the
election commission properly instigated an
investigation into the irregularities but then
ignored the report’s findings. USAID supported
Dominican civil organizations calling for the
introduction of a political accord limiting the
president’s four-year term and precluding presi-
dential re-election. The Dominican Congress
passed the accord, with some modifications, and

new presidential elections are scheduled for
May 1996.

Increasing Politically Active
Civil Societies

A strong civil society is crucial to democra-
cy. “Civil society” is the broad term given to the
interaction of voluntary groups of all sorts; it
inhabits the area between individuals and the
state. Non-governmental organizations consti-
tute a vital channel for sharing information and
for formulating and representing specific inter-
ests. Their collective nature helps ensure that
their members’ interests are weighed by policy-
making bodies. In addition, collective action
helps protect individual members from arbitrary
and capricious governmental retaliation.

With their assorted political interests, orga-
nizations monitor government performance and
create strong pressure for accountability. They
inculcate democratic values, giving people prac-
tice in democratic principles and creating
opportunities for new leaders to rise. USAID
programs strengthen civil society organizations
engaged in or having the potential for champi-
oning adoption and consolidation of democratic
governance reforms.

USAID has been working in the
Philippines over the last two years with agricul-
tural groups to encourage policy analysis of
important issues within the agriculture commu-
nity. When a draft executive order on tariffs
was released that would have given special
incentives to a few industrialists and increased
packaging costs for most farmers, groups repre-
senting the interests of small farmers that had
been trained by USAID helped modify the
executive order. What emerged was a consen-
sus on agricultural policies that will make
Filipino farmers more competitive in the market
emerging as a result of the General Agreement
on Tariffs and Trade.

USAID’s media program in Zambia also
has had wide-reaching impact. Open and criti-
cal discussion of politicians and policies is now
common in Zambia's media. Private sector jour-
nalists now account for 45 percent of working
journalists, up from 24 percent in 1993. In
addition, the state monopoly on electronic
media was broken in December 1994 when
Zambia’s first privately owned radio station
began broadcasting. Six additional private
licenses are now pending.



Elections in the West Bank and Gaza

The January 1996 elections in the
West Bank and Gaza marked an
imporfant step forward, not only
toward democracy, but toward a
successhul peace process.

Despite calls by more exiremist ele-
ments of Palestinian sociely to

boycoff the vote, turnout was impres-

sively high. A large and diverse
slate of nearly 700 candidates com-

A highly respected institution, the
Center for Palestinian Research
Studies, polled Palestinians over the
last year and did election polling
before the election. When asked in
November 1994 whether they sup-
ported acts of violence against
Israel, 57 percent of Palestinians
said they did. As the election
approached, by September 1995
only 18 percent supported violence.
Further, 85 percent of Palestinians

said they would vote for candidates
supportive of the peace process.

The USAID program in the West
Bank and Gaza has provided criti-
cal support for the peace process by
addressing both the immediate
needs of Palestinians and longer-
term development efforts. Behind the
successful election was an infensive
multiyear effort by the Palestinian
authorities, the U.S. government, a

peted for 88 legislative seats.

host of local and international non-
governmental organizations and
concerned citizens fo strengthen the
civic fabric of the West Bank and
Gaza. With USAID suppon, civic
education programs in the West
Bank and Gaza that fargeted
women, former political prisoners,
youth and the rural population were
carried out.

More Transparent and
Accountable Government
Institutions

The behavior of government officials can
support or undermine development and democ-
racy. Strengthening performance, respecting
ethical standards, consulting broadly to ascer-
tain citizen interests, sharing information and
acting in an open manner, diffusing power by
sharing decision-making with local government

— all these help ensure that government deci-
sion-making is impartial and informed. Such
behavior supports the long-term sustainability of
political institutions and people’s confidence in
democratic principles.

USAID programs support the development
of more transparent and accountable govern-
ment by using the following approaches:
increasing local government participation;
increasing citizen access to government infor-
mation; strengthening mechanisms to promote
ethical standards in government; increasing
civilian control over military and police forces;
and strengthening the effectiveness and inde-
pendence of legislatures.

The agency is widely increasing local gov-
ernment participation in democratic societies.
With USAID support, the government of the
Philippines enacted one of the most far-reach-
ing and ambitious decentralization programs in
the world. However, few communities were ade-
quately prepared for the responsibilities that
accompanied the decentralization. USAID’s
local governance program responded across the
board with great success. The agency's efforts to
improve the public administration capabilities

of local government units in the Philippines
have resulted, since 1991, in an 80 percent
increase in local revenue collection.

Paraguay provides another success story. To
transfer municipal management lessons learned
in the United States to Latin America, USAID
developed a program for city-to-city contacts.
This program matched the governments of
Asuncion and Metro Dade County in Florida.
Through several exchanges, the mayor of
Asuncion was convinced of the usefulness of
public hearings. Not only does 1995 mark the
first time that public budget hearings were held
in Asuncion, these forums allowed for meaning-
ful public participation. Fifty proposals presented
by the attending citizens were adopted.

Fulture Challenges

USAID has expanded democracy, the rights
of citizens and the quality of governance.
However, more progress remains to be made. It
will remain vital for a number of nations to
strengthen their economies as a means to solidi-
fy democratic gains and bring tangible benefits
from open governance to their citizens.
Continued assistance will be needed to main-
tain and build on the progress that has been
made in consolidating democracy; completing
transitions to freely, fairly and competitively
elected national governments; and initiating the
transition process in key countries suffering from
significant internal instability.

To transfer municipal
management lessons
learned in the United
States to Latin
America, USAID
developed a
program for city-to-

cify confacts.
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STABILIZING POPULATION AND
PROTECTING HUMAN HEALTH

USAID population, health and nutrition pro-
grams have helped save millions of lives and
made voluntary family planning services
widely available. These programs contributed
decisively to substantial declines in mortality
and fertility rates. USAID continues to be the
major donor in child survival, HIV/AIDS pre-
vention and family planning, accounting for
roughly 50 percent of bilateral donor resources
in each of these areas.

Equally important, by slowing rapid popula-
tion growth rates and addressing major public
health concerns, USAID increases the potential
for developing nations to achieve lasting eco-
nomic growth. High rates of mortality and
population growth often directly undermine the
potential for lasting social and economic devel-
opment. In addition, USAID’s work in
preventing the spread of major diseases ulti-
mately works to protect the public health of
people the world over, including Americans.

The strategy for attaining USAID’s goal of
stabilizing world population and protecting
human health relies on achieving four closely
related objectives. These objectives are reduc-
tions in: unintended pregnancies; child
mortality; maternal mortality; and the transmis-
sion of sexually transmitted infectious diseases

and HIV.

Reducing Unintended
Pregnancies

More than one-third of all births in the
developing world are the result of unintended
pregnancies. These unintended pregnancies
often adversely affect the health and well-being
of women and their families. High fertility also
translates into rapid population growth, which

undermines economic growth, contributes to
environmental deterioration and strains fragile
political and social institutions.

Expanding the availability, quality and use
of family planning services is one of the most
direct and cost-effective approaches for reducing
unintended pregnancies, preventing abortions
and decreasing fertility rates. Increased contra-
ceptive use, measured by the contraceptive
prevalence rate, translates into reductions in the
total fertility rate — the average number of
children a woman will give birth to during her
lifetime.

In the 28 countries that have received the
largest amount of population assistance, average
family size has decreased from approximately 6.1
children in the 1960s to 4.2 in the 1990s. For
example, Colombia’s total fertility rate is now
2.7 — a decrease from 6.3 in 1965 when
USAID assistance began. The contraceptive
prevalence rate has increased from 64 percent
in 1986 to 72 percent in 1995. Similarly dra-
matic reductions in total fertility rates and
concurrent use of contraceptives have occurred
in countries as varied as Bolivia, Egypt,
Indonesia and Kenya.

In addition to availability of services,
demand for services is a critical factor in
expanding use of family planning. Desired fami-
ly size is moving rapidly downward in countries
assisted by USAID and is substantially lower
than actual family size in every country where
national surveys have been conducted. At the
same time, whether women and men choose to
avail themselves of services depends on how
informed they are about the benefits of family
planning and the services available. USAID has
been particularly effective in supporting innova-
tive use of communication campaigns to
disseminate information. For instance, follow-

Desired family size
is moving rapidly
downward in

countries assisted

by USAD. . . .



Each year in the
developing w rld
an estimated

12 million children
die of preventable

causes. . ..

ing a 1994 communications campaign in
Bolivia, health clinic visits increased from

11, 00 1n 1993 t0 29,200  an increase of 147
per ent.

Support for developing new and improved
contraceptive methods wnd famuly planning ser
vices is an important aspect of USAID's effort .
For example, USAID supported clinical trials
on the safety and effectiveness of the Reality
female condom led the U S. Food and Drug
Administrition to grant npproval for marketing
the product in the United States, paving the
way for 1ts introduction in developing countries.
Thi i the first female controlled barnier
method that shows promise in preventing both
pregnancy and sexually transmutted infections,

including HIV/AIDS.

U AID’ child survival pro rim  develop
nd apply cost effective, sustainable interven
tions to reduce and prevent the principal causes
of 1llness ind death in infants and hildren.
More than 4 mullion infant and hild death are
prevented annually due to critical lifesaving

health services supported by the agency.
Between 1985, when USAID launched the
Child Survival Initiative, and 1995, infant mor-
tality rates in USAID-assisted countries
declined 20 percent. The steady progress
toward reducing child mortality revealed in the
accompanying figure reflects USAID's critical
role in developing and introducing state-of-the
art child survival interventions. (See Figure 5.)

Despite the considerable success of child
health programs, each year in the developing
world an estimated 12 million children die of
preventable causes, including pneumonia, diar
rhea and vaccine preventable diseases.
Malnutrition 1s a major contributing factor in
over half of these deaths.

USAID played a leading role in the
research and development of low-cost interven
tions to treat diarrhea, a major cause of child
mortality. Oral rehydration therapy, the admin
istration of rehydrating fluids by mouth, has
become a mainstay of diarrheal disease pro
grams, averting about 1 mullion child deaths
annually, and was a product of breakthrough
USAID work in Bangladesh. There are now
over 100 national diarrheal disease control pro
grams, and oral rehydration a ts are produced

Figure 5
Infant and Under-5 Mortality Rates
for All Developing Countries (Excluding China)
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Breastfeeding saves the lives of up to
6 million infants every year.
Exclusively breastfed infants have on
average 2.5 fewer episodes of child
hood diseases. They are four times
less likely to die of acute respiratory

infections and up to 5 hmes less
likely to die of diarrhedl disease.
USAID programs have trained 563
health professionals from 53 coun
tries as breastfeeding education
trainers These trainers, in turn, have

trained almost a million health work
ers and advocated policy reforms in
their countries. By 1999, USAID s
promotion of breastfeeding is project
ed to reach 83 million mother infant

pairs.

locally 1n 60 countries.

The Expanded Program for Immunization,
developed with USAID’s financial and techni
cal support, has become a cornerstone of child
health programs. In 1994, polio was officially
declared eradicated in the Western Hemisphere.
USAID is the major donor for disease control
activities and participates in the current global
initiative for the worldwide eradication of polio.
During 1994, USAID provided critical emer
gency assi tance to combat a polio outbreak in
Uzbeki tan, aiding in the immunization of more
than 2.5 million children under 5, a 97 percent
coverage rate. USAID's assistance in the New
Indepen ent States is helping revitalize health

are de "very systems neglected during the
oviet era.

USAID's immuni ation program in
Bangladesh helped increa e the percentage of
fully immunized children un er the age of 1
from 5 percent in 1985 to 70 percent in 1993,
However, immunization rates in densely popu
lated slum areas often lagged behind citywide
immunization rate . As a result, USAID helped
institute special targeting efforts for these areas,
such the National Immunization Day in the

pring of 1995. That activity provided at least
ne dose of oral polio vaccine to 91 percent of
Bangladeshi children.

USAID s at the cutting e ge of establishing
effective prevention and treatment protocols for
acute respiratory infections, the leading cause of
death today among children under 5. USAID
also has supported groundbreaking research in
developing and testing a new, integrated
approach to treating sick children. The integrat-
ed approach targets pneumonia, diarrhea,
malaria, measles and malnutrition, which
together cause almost three-quarters of deaths in
children under 5 in developing countries.

USAID invests in the development, testing
and introduction of health technologies, making

programs more co effective and health services
safer and more widely acce sible. One such
technology, SoloShot, a single-use syringe, elim-
inates the risk of transmission of blood-borne
diseases (such as hepatitis and HIV) through
contaminated needles and syringes.

About 43 million children under 5 around
the world are at risk of blindness because of vit
amin A deficiency. USAID has supported
programs such as Nepal'’s National Vitamin A
Deficiency Prevention and Control Program.
Using extensive USAID-sponsored field
research, female community health volunteers
distribute vitamin A capsules. In 1995, approxi-
mately 1 million children received capsules from
these volunteers. To date, more than 12,000
volunteers have been trained in distribution
techniques, and coverage in participating dis
tricts has been a high a 90 percent.

Despite improvement in health in develop-
ing countries, maternal mortality remains high.
Almost all deaths during pregnancy and child-
b rth occur in developing countries. An
es imated 585,000 women die during pregnancy
and childbirth each year in the developing
world. The developing country average of 450
to 500 maternal deaths per 100,000 live births is
roughly 100 times that in developed countries.
(See Figure 6.)

The major complications of pregnancy and
delivery can be prevented or treated through
family planning and appropriate prenatal and
postpartum care. USAID plays a lead role in
developing and testing the methods and curric-
ula needed to train health professionals in
reproductive health practices. Several countries
in Asia and the Near East are addressing high

An estimated
585,000 women die
during pregnancy
and childbirth each
year in the developing

world.



Learning from Experience:

In many countries, traditional birth
attendants can be effective in refer-
ring women with serious pregnancy
complications to appropriate health
care facilities. However, USAID
research in Guatemala Found that
traditional birth attendants were not

efe

effective referral agents for women
in that country with serious pregnan
cy-related complications. As a
result, USAID efforts will now farget
families, especially husbands and
mothers-in-law, to recognize compli
cations and identify appropriate

referral sites. The finding in
Guatemala, which varies from the
situation in many ofher countries,
underscores the need to design pro
grams that are tailored fo fit local
conditions.

maternal mortality through improved training
for birth attendants coupled with campaigns to
increase awareness of the importance of prena-

e uchn
ns 1
HIV Tra

tal care and assistance from a trained health
care worker at delivery. In Egypt, the percentage

of pregnant women receiving prenatal care rose
from 14 percent in 1988 to 53 percent in 1993,
and the percentage of births assisted by trained
personnel increased from 25 percent in 1991 to

65 percent in 1993.

Figure 6
Women’s Reproductive Health:
Annual Statistics
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Close to 20 million people have been
infected with HIV since the beginning of the
epidemic. It is estimated that by the year 2000,
this total could double. As the HIV/AIDS epi-

demic unfolds, 1t creates a ditional strains on
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overburdened social, health and economi¢ infra-
structures in developing countries, where
resources are limited and competing demands
are increasing. After notable improvements in
the health status of children over the past two
decades, infant and child mortality rates are ris-
ing as a result of HIV/AIDS.

Within a short timeframe — eight years —
USAID led the way in establishing global stan-
dards of practice for the prevention of HIV.
USAIDs strategies include rapid assessment
data collection methods, mass media tech-
niques, sexually transmitted infection (STI)
treatment protocols, commercial marketing
expertise and computer modeling analyses of
the future trends of the HIV/AIDS epidemic
and its socioeconomic implications.

The agency has emerged as the global leader
in addressing the epidemic, committing more
than $700 million for prevention activities since
1986. In collaboration with other donors and
national governments, USAID has reached
more than 3.2 million people with HIV preven-
tion education and trained more than 58,000
people to serve as educators, counselors and
health providers.

Recent computer modeling of the epidemic
has enabled USAID to begin estimating the
impact of its interventions. In Kenya, for
instance, it has been estimated that between
1991 and 1994, the condom promotion inter-
vention alone averted over 110,000 HIV
infections and over 1.3 million other STIs.

Important progress has been made in assist-
ing developing country governments to
recognize the magnitude and impact of the
AIDS epidemic and in gaining their commit-
ment as full partners in combating the problem.
For example, in Honduras USAID worked with
the Ministry of Health to project the social and

economic impact of HIV/AIDS. The findings
led to the creation of a Honduran AIDS adviso-
ry committee, chaired by the first lady of
Honduras, and focused needed media attention
on the epidemic.

Future Challenges

While significant progress has been
achieved toward meeting USAID’s goals of sta-
bilizing world population and protecting human
health, there are tremendous challenges ahead.
Millions of women do not have access to basic
health and family planning services, and each
year, millions more will enter their reproductive
years. Because of lack of access to basic preven-
tive services, millions of children will die.
Sexually transmitted infections are a growing
problem and are undermining progress in efforts
to decrease mortality and increase prospects for
economic growth in many nations.

The agency must find ways to serve hard-to-
reach groups, make services sustainable and
build effective public health systems that will be
able to meet the future needs of people world-
wide. All this must be accomplished in an era of
declining resources, political and social instabili-
ty in many of the countries where USAID
works, and new and re-emerging diseases that
threaten the lives and well-being of people
everywhere.
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USAID led the way
in establishing
global standards
of practice for the

prevention of HIV.

Safe Home-Birth Kit

In Nepal, a very rural and poor
nation, women frequently give birth

ing fatal tetanus, are the conse-
quence for far too many women and

a “safe home-birth kit.” The kit con-
tains clean delivery supplies and

on unclean surfaces such as dirt infants. instructions for their use. The small
floors or old rucksacks. Mothers kit provides a plastic sheet to put on
offen are assisted in giving birth by ~ USAID helped to come up with a the ground, a bar of soap, a razor
Friends or family who are unirained  simple and effective solution. blade, a sterile surface for cutting
in health practices and who have Information on Nepalis’ knowledge,  the umbilical cord, sterile cord fies

only unsanitary and primitive tools
at their disposal. Infections, includ-

attitudes and practices concerning
home delivery were used to develop

and picture insiructions.

The kit costs only a few dollars and
can literally mean the difference
between life and death for mother
and child. The government of Nepal
has endorsed the kit, and a privale,
women-owned Nepali company has
begun to manufacture it. Already,
more than 100,000 kits have been
distributed throughout the country.







ENCOURAGING OUND
ENVIRONMENTAL

ANAGEMENT

USAID's goal of promoting environmental
management for long term sustainability rests
on the understanding that lasting social and
economic development requires careful steward
ship of natural resources. Productive lands,
forests and coasts provide the underpinnings for
equitable economic growth. Clean air and water
are essential to meeting people’s basic human
needs. Degradation of the global environment

loss of biological diversity and global climate
change  ultimately endanger the well being
of people around the world.

USAID' environmental strategy seeks to
mitigate these global environmental threats and
to promote sustainable development by pursu-
ing five objectives: conserving biological
diversity; reducing the threat of global climate
change; promoting sound urban and pollution
management; increasing the use of environ-
mentally sound energy services; and promoting
sustainable natural resource management.

The broad range of USAID assistance
includes expert advice to governments on
strengthening resource management policies;
forging alliances between the private and public
sector for environmentally sound economic
growth; and capacity building within local gov-
ernments and communities.

onserv 1l ‘e

Diversi

USAID’s biodiversity conservation program
helps protect millions of acres of endangered
and unique habitats around the globe. USAID
programs, primarily in Latin America and
Africa, support improvements in the manage-
ment of protected areas and the promotion of
sustainable use of biological resources in both

protected and unprote ted habitats. USAID
and its partners increased g 1ssroots commut
ment to biological conservation, established
self supporting conser ation financing mecha
nisms and enhanced indigenous capacity to
manage biological resources. Headway is being
made in bringing legal protection to some of
the world’s most valuable ecosystems. (See
Figure 7.)

One of the agency's highest priorities 15 to
increase grassroots commitment to conserva-
tion, especially among those communities living
in and around parks and reserves. USAID com
munity outreach programs give local people a
stake in conservation in countries around the

2

Productive lands,
forests and coasts
provide the
underpinnings

for equitable

economic growth.
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USAID also has
helped launch a
variety of mecha-
nisms to build
financial solvency in
budget-strapped
governments and
local conservation

organizations.

Figure 7
Percent of ational Land Area Profected
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world. In Guatemala, the agency has worked
closely with the government to expand the
country's national park system from 148,000
acres to 2 million acres. As a result, key areas

f the Peten forest  the largest tropical forest
in Latin America north of the Amazon  are
now protected. In Uganda, local people are
being hired as park employees, giving local
communities an economic incentive and an
increased responsibility to preserve wildlife. A
park management plan in Indonesia, developed
with the close participation of surrounding
communities, provides residents with decision-
making authority to manage one of the
country’s most important coastal parks.
Following a similar intensive outreach program
in Guatemala’s Sierra de las Minas Biosphere
Reserve, logging and agricultural encroachment
decreased by 90 percent.

USAID also has helped launch a variety of
mechanisms to build financial solvency in bud-
get-strapped governments and local
conservation organizations. Endowment funds
represent long-term, stable sources of conserva-
tion financing. USAID support of Costa Rica’s
conservation fund, for example, has helped
reduce the park service's dependency on exter-
nal donors for its operating costs from 27
percent in 1992 to 11 percent in 19%4. In
Uganda, the agency used another approach
helping the government tap into the country’s

Guatemala

B 1985

Indonesia Uganda

1993

flourishing ecotourism industry by increasing
park entrance fees  to ensure the financial
sustainability of its conservation interventions.
As a result, park entrance fees generated
$700,000 in 1994, up from $66,300 collected in
1991.

cin Tret

The agency's program to mitigate global cli-
mate change is among the newest areas within
the environmental portfolio, with activities ini-
tiated in 1990. These efforts respond to
growing scientific consensus on the hink
between the emission of heat-trapping green
house gases due to human activity and a rise 'n
the Earth’s temperature. This increase could
lead to shifts of agricultural zones, rising sea lev-
els and more weather-related disasters, resulting
in possible economic, social and environmental
disturbances in the United States and other
countries.

USAID’s climate change portfolio is direct-
ed toward reducing net greenhouse gas
emissions in the energy sector and from land
use. The agency's programs in the Philippines
and Poland are good examples of how USAID’s
global climate change, energy and pollution
abatement are closely linked.



In the Philippines, USAID is working with
local utilities on a demand-side management
program that offers economic incentives to utili-
ty customers to use electricity during off-peak
hours and to purchase energy-efficient lighting
and appliances. The program is expected to
achieve economic savings and avert between
160,000 to 200,000 tons of carbon dioxide emis-
sions yearly.

In Krakow, Poland, USAID is introducing
low-cost alternatives to 100,000 coal-based
domestic stoves and 3,000 small coal-burning
boilers. The agency helped Polish companies
form joint ventures with eight U.S. energy tech-
nology and engineering firms, which together
planned to increase energy efficiency and reduce
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which relied on heavy industry and laxly I_OW-COSf fechnologies
enforced environmental regulations, has led to
dangerously high levels of pollution. Poorly
managed urban and industrial growth has
caused severe pollution and losses in environ-
mental quality, economic productivity and
public health. To redress these problems,
USAID supports efforts to increase access to
safe water, sanitation and shelter; improve urban
management; and promote pollution prevention
and control.

A major thrust of USAID's urban program
redresses poor sanitation and reduces the preva-
lence of polluted drinking water by improving
and expanding water supply, wastewater treat-
ment and solid waste management. A wide

can reduce pollution
while providing
economic refurns
anywhere from
$30,000 to

$2 million each

the emission of air particulate. USAID’s energy  range of activities are being undertaken: infra- ear per lan’.
conservation demonstration projects, located in  structure development in Ukraine; technical Y perp ’
four buildings and several smaller sites, have assistance to reform policies in Indonesia; and
been replicated 10-fold by Polish counterparts urban and environment credit programs in
without U.S. assistance. In addition to reducing  Morocco.
greenhouse gas emissions, these initiatives are In Cairo, where water-borne illnesses cause
gaining considerable public interest and spurring  between 2,000 to 5,000 deaths annually and the
new markets in energy-efficiency services for loss of millions of work days, the agency sup-
U.S. firms. ports infrastructure improvements to treat
wastewater entering the Nile River and Lake
Maryut, Egypt’s principal source of drinking
im I'OViIIg Urban and water. In 1994, agency targets for removing
Pollution Managemenl' organic contaminants from water at USAID-
supported wastewater treatment facilities in
The world in which USAID works today is ~ Alexandria and Cairo were exceeded by up to
increasingly urban. Nearly half the people in 80 percent.
developing countries live in urban areas, and USAID also works to improve access to
the number of “megacities” with populations of  public services by facilitating private-public
over 8 million will climb from 22 in 1994 to 33 partnerships. In the city of Machala in Ecuador,
by the year 2015. In Central and Eastern which struggled with severe sanitation problems
Europe and the New Independent States, the because 50 tons of garbage went uncollected
legacy of command-and-control economies, each day, USAID helped create a private enter-
Learning from Experience:
Conducting Energy Conservation Audits
Recent efforts in energy conservation  mendations to energy users fo adopt  without sufficient follow-through and  policy, the degree of existing compe-
focused attention on selective pri- new, cleaner fechnologies, reduce the right policy and regulatory envi-  fition and the key question of

vate-seclor, energy-intensive
industries. Energy audits are com-
monly used to assess how efficiently
every aspect of energy is used ot all
phases of production. Audits often
result in a combination of recom-

and recycle wastes and upgrade
existing equipment. Recent evidence,
including a study of USAID's energy
conservation activities in Jamaica,
revealed that energy audits serve as
an effective diagnostic tool, but that

ronment, such efforts to increase
energy conservation will fall short of
their targets. USAID missions are
now loking a more comprehensive
approach to energy conservation by
first analyzing the overall economic

sustainability. With answers to these
questions in hand, USAID's energy
conservation activities are having a
greater impact worldwide.
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USAID focuses . . .

on the four most
important renewable
resources for
sustainable
development: forests,
waler resources,
agricultural lands

and coastal resources.

prise that used bicycle carts to collect garbage
for more than 50 percent of the population. By
conducting a study of men's and women's roles
and attitudes toward household waste disposal,
the municipality better tailored its collection
services, improved local participation and set up
a realistic ee structure for househo d wi h dif
ferent needs and re ources.

The inadequate treatment of industrial
waste is another concern in USAID's effort to
promote sound econom'c growth. USAID 1o
vides policy advice and intro uce new
technologies in po lution prevent’'on and waste
management. In Central and Eastern Europe
and the New Independent State , the agency
fun ed ove 100 wa te minimization demonstra-

tion and impact projects that illustrated how
low-cost technologies can reduce pollution
while providing economic returns anywhere
from $30,000 to $2 million each year per plant.
In Poland, USAID applied this approach to
help ecrease the discharge of industrial and
municipal waste in project areas by 22 percent

between 1990 and 1993.

In aing e se
E vironmenially S un
Ene Ser ices

USAID recognizes that energy production
is a major economic, environmental and social
issue for developing countries, where demand
for energy is increasing seven times faster than
in the industrial nations. Poor administrative
and operational practices inhibit efficient ener-
gy production, and unreliable electricity
supplies inhibit economic growth. Just as seri-
ously, escalating demand for energy and
inefficient energy use add to the global green-
house gas burden, increase local and regional air
pollution and deplete non-renewable fuel
resources.

Policy reform is essential for increasing
developing nations’ energy efficiency, and doing
s0 in an environmentally sound manner. Many
of the problems of the energy sector stem from
national policies that encourage energy use and
investment that is not economically or environ-
mentally rational. In a number of countries,
including Ukraine, India and Brazil, and in
Central America, USAID is helping design and
implement major restructuring of wha had
been centrally controlled government energy
monopolies. In Ukraine, for example, institu-
tions established under this effort inc ude a
national regulatory commission, six generation

articipant Training

Participant training — feaching indj

every agency objective. In 1995

training facilities benefit from the

viduals from the developing world
critical skills to help improve their
nations — is one of the most pow
erful development tools the agency
possesses. Training individuals in
the United States and abroad plays
a mojor role in  hieving virtually

more than 17,000 participants were
in Iraining programs in the United
States. Not only do individuals from
the developing world cultivate
important skills through training pro
grams in the United States a large
number of American universities and

infusion of tuition and living
allowances from shudents sponsored
by USAID. In addition after retum
ing home many participants later
contract for U S. goods and services
as a result of positive experiences in
America



companies and 27 local power and heat supply
companies. These reforms will lead to a com-
petitive market supply of electricity and
significant incentives for energy conservation.

Similarly, in Egypt, USAID has helped that
nation institute major reforms in the power sec-
tor. Efforts to increase the cost-effectiveness of
Egypt's use of electricity have resulted in a 20
percent increase in the price of service. The
increased energy efficiency resulting from
reforms and facility repair have averted annual
emissions of 70,854 tons of sulfur dioxides, 1.76
million tons of carbon dioxide and 2,708 tons of
nitrous oxides in Cairo and Alexandria.

S sta nable Na ral
Reso e Manageme #t

The management of renewable natural
resources for long-term productivity is a major
goal of USAID's environmental activities. Most
people 'n Africa, Asia and Latin America
depend directly on renewable natural resources
for their livelihood. Yet natural resources are
being degraded rapidly by conflicts over their
use, market distortions, population pressures and
inappropriate technologies and practices.
USAID focu e its activities under this objec-
tive on the four most important renewable
resources for sustainable development: fore ts,
water resources, agricultural lands and coastal
resources.

USAID responded to the dramatic decline
of the world’s forested areas by promoting com-
munity forestry and sustainable timber
harvesting for commercial enterprises.
According to an agency study, forests under
communal management show measurable
increase in growth, regeneration, ground cover,
soil moisture retention and reduced erosion.
USAID’s experience in the Philippines is
instructive. The dramatic loss of forests in the
country led the government to proclaim com-
munity forestry as a national strategy to achieve
sustainable forest management. With USAID
assi ance, the government began transferring
direct management responsibility for more than
494,000 acres to 22 communities. Improved
management practices have increased tree cover
and reduced soil erosion into local streams and
raised incomes from the sustainable harvesting
of non-timber forest products.

In Africa, USAID — working with key
U.S. partners such as land grant colleges  pro

motes improved agricultural technologies to
boost yields of key crops, reflecting one of its
strategies to promote sustainable agriculture.
Programs in Senegal have increased the number
of households using appropriate technologies
such as agroforestry, “live fences,” alley cropping
and crop rotation more than 50 percent. In the
Gambia, Mali and Zimbabwe, the introduction
of high yielding marze 1nd drought-resistant
sorghum, combined with improved cultivation
techniques, has increased yields by up to 50 per-
cent and led to higher economic returns for
local farmers.

Environ enta fe ies
In grate with er gency
Goals

Environmental programs often contribute to
other USAID objectives, such as economic
growth, improved health and democracy. For
example, local land stewardship and the formn
tion of grassroots environmental
non-governmental organizations in the
Philippines and Ecuador foster the development
of democracy and strengthen civil society.
Similarly, USAID support for agricultural mar-
ket reforms and infrastructure rehabilitation in
Africa will have limited impact if soils are not
protected, water not con erved and pests not
controlled in an environmentally sound manner.

ve
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PROVIDING HUMANITARIAN AND
RANSITION ASSISTANCE

ince the end of the Cold War, the nature of deliv-
ering humanitarian assistance has changed
dramatically. Ethnic and national tensions, leading
to increased civil strife, have led to an explosion in
the number of complex emergencies and refugees
around the globe. From 1989 through 1994, the
number of complex emergencies (conflict caused
by civil strife) to which the U.S. government
responded soared from 17 percent to 41 percent of
all officially declared emergencies worldwide.
During 1995, 90 percent of USAID's international
disaster assistance expenditures went to the victims
of complex emergencies. (See Figure 8.)

In response to the changing dynamics of
humanitarian relief, USAID focuses more on pre-
vention and transition out of crises as a way to
staunch the escalating costs and human suffering
caused by these emergencies. The activities
USAID uses to respond to complex emergencies
cut across the agency’s other strategic objectives
and are often funded from multiple sources, includ-
ing the Development Assistance Fund, Economic
Support Fund, Food for Peace and the
Development Fund for Africa.

Humanitarian and transition assistance is mea-
sured through the achievement of three eneral
categories of objectives: pre-disaster intervention ;
relief responses; and transition to stability following
crises. Tracking humanitarian assistance perfor
mance as a distinct program sector is new for
USAID. Over the last year, a tentative et of
agency indicators has been developed, which will
continue to be refined and tested over the next
year.

P ent” Cises

While it is not always possible t prevent
emergencies from occurring, their potential impact
can be reduced. USAID's increasing involvement
in complex emergencies has led the agency to use a
strategic approach to try to identify and address the
root causes of these crises, an approach it has pur-
sued for two decades in its work to mitigate the
effects of natural disasters. USAID has played a key
role in developing effective early warning, pre-
paredness and mitigation systems for natural

Figure 8
Number of Declared Disasters by Type:
1985-1995*
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USAID’s increasing
involvement in
complex emergencies
has led the agency to
se a strategic
approach fo try to
id ntify and address
the root causes of

these crises. . . .
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In 1995, USAID
responded to 39
officially declared
natural disasters,
including 20 floods,
three epidemics, two
hurricanes, four
droughts, a volcanic
eruption, a volcanic
mudslide and a

locust outbreak.

disasters, such as the Famine Early Warning
System in Africa, disaster management training in
Latin America and a worldwide industrial accident
prevention program.

One of the most successful disaster early wam-
ing programs sponsored by USAID has been the
Volcano Disaster Assistance Program. In late
1994, the program provided equipment and tech-
nical assistance to the local volcano observatory in
Papua New Guinea to help local officials deter-
mine an appropriate evacuation plan. When the
Rabaul volcano erupted in 1995, 40 percent of the
buildings in the town were damaged or destroyed,
but only four people were killed, compared to over
500 people killed in a similar 1937 eruption of
Rabaul.

In instances of complex emergencies and con-
flict potential, USAID is breaking new ground in
the field of prevention. Since 1994, the United
States has been working with African leaders and
other donors to create a vision for the future of one
troubled region through the Greater Horn of
Africa Initiative. The growing number of crises in
the region has disrupted long-term development
and increased requirements for emergency and
relief assistance. The Greater Horn of Africa
Initiative’s achievements include: consensus on
common goals of food security and the need to
address root causes of political conflict; African
ownership of a process to restructure economic and
political relations through a regional organization
centered on food security, long-term development
and conflict prevention; and donor commitment to
consult and coordinate integrated emergency and
relief interventions, early warning systems and
response capacity.

Meeting Urgent Relief Needs

Timely and effective emergency relief activities
include meeting critical human needs (particularly
of women and children), enhancing short-term

food security and coordinating emergency activities
with other countries and relief organizations. In
1995, nearly 24 million people received emergency
food aid. Approximately 60 percent of these were
in sub-Saharan Africa, followed by Asia, Central
and Eastern Europe and the New Independent
States, and Latin America.

In 1995, USAID responded to 57 declared
disasters in 51 countries. Nineteen disasters were
complex emergencies; the others were natural dis-
asters or epidemics. In 1995, USAID responded to
39 officially declared natural disasters, including 20
floods, three epidemics, two hurricanes, four
droughts, a volcanic eruption, a volcanic mudslide
and a locust outbreak.

Of the three epidemics, including an outbreak
of cholera in Niger, the most notable was the
Ebola outbreak in Zaire. On May 9, 1995, the
World Health Organization and the U.S. Centers
for Disease Control and Prevention confirmed an
outbreak of hemorrhagic fever around the town of
Kikwit, Zaire, caused by the Ebola virus. USAID
funded planeloads of supplies, carrying plasma-sub-
stitute, protective medical clothing and other
critical equipment to Zaire. In all, approximately
7,000 pounds of supplies and an emergency epi-
demiological team were sent to Zaire, preventing
the spread of the virus.

Relief related to complex emergencies also
addresses a wide variety of critical needs and is
often related to a country’s transition out of crisis.
An example of this is USAID's collaborative relief
effort in Armenia. Because of the collapse of the
former Soviet Union and economic embargoes
resulting from civil conflict, the Armenian people
suffered from a breakdown of the central heating
system and the near lack of electricity. A “winter
warmth” activity, which began in 1993 and contin-
ued into 1996, provides heating kerosene and
heaters to identified vulnerable population groups
and to schools during the winter months. More
than 200,000 families (roughly 25 percent of the
total population) have received critical heating

Learning from Experience:
Food Aid in Bosnia-Herzegovina

Through humanitarian relief activities
in Bosnia-Herzegovina, USAID has
leamed some important preventive
approaches fo reduce the amount of
suffering in the region. A monitoring

plemented their food-aid rations by

and survey system of nutritional needs

sefling or exchanging their possessions

USAID-funded agricultural and horti-

was implemented in the most adverse-  for food on the black market. These  cultural production programs and to
ly affected areas. The survey in conclusions have allowed USAID fo promote local income-generating pro-
Sarajevo found that most families sup-  befter arget food aid fo the most vul-  jects, especially for women.

nerable beneficiaries, fo expand
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Mozambique: Emerging from Conflict

Mozambique signed a peace agree-
ment in October 1992, ending its
16-year-long civil war amidst one of
the worst droughts of the century.
More than a third of Mozambique's
population found refuge in neighbor-
ing countries or fled to other
locations inside the country because

of the war and drought. Virtually the
entire nation’s rural infrastructure was
destroyed, and hundreds of thou-
sands of land mines had not been
removed from the countryside. Two-
thirds of the population lived in
absolute poverly. In a joint effort
with other donors, Mozambique and

soldiers have been demobilized, the
first multiparty elections were held,
tens of thousands of refugees have
returned to their homes, and
Mozambique's economy has taken a
marked upturn.

private voluntary organizations,
USAID provided emergency food,
water and medical aid: financed
election support; helped demobilize
military troops; and supported land
mine clearance and road rehabilita-
tion. Today, Mozambique is a very
different country. More than 91,000

assistance each winter. Since the start of the pro-
gram, schools have remained open during the
winter.

Helpin
e Cycle of Crisis

The goal of transition activities is to facilitate
the successful return of a country from crisis to the
path of sustainable development. Such activities
include supporting demobilization and reintegra-
tion of ex-combatants into the civil society;
addressing concerns of displaced and vulnerable
populations; promoting civil-military relations;
removing land mines; supplying prosthetics and
encouraging conflict resolution.

Working with other donors and international
organizations, USAID has supported demobiliza-
tion of soldiers and the reintegration of
ex-combatants into civilian societies in El
Salvador, Ethiopia, Mozambique, Nicaragua and
Uganda. Through USAID support of El
Salvador's National Reconstruction Program,
approximately 11,000 ex-combatants have
received credit for agricultural production or
microenterprise development, and 20,000 people,
about 43 percent of whom are women, have been
trained in trades and agriculture. In its effort to
reactivate the El Salvadoran economy, USAID
also has provided approximately $34 million for
the purchase and distribution of farmland through
the Land Bank. More than 28,000 beneficiaries,
including more than 16,000 non-combatant squat-
ters, have received land titles. Twenty-six percent
of the total number of recipients are women, more
than double the percentage affected in previous
agrarian reform efforts.

In other regions, USAID is assisting in the
reunification of children and their families. The
Displaced Children and Orphans Fund is assisting
in documenting, tracing and reunifying unaccom-
panied children in Angola, Liberia, Mozambique,

Rwanda and the former Yugoslavia. In Rwanda,
for example, more than 40,000 children (about
half the total number of separated children in
camps and transit centers) have been registered
and documented.

Prevention, Relief and
Development Linkages

Well-designed relief programs are springboards
for development, and development programs play
a key role in prevention and transition from crises.
USAID has been successful in using long-term
development strategies to prevent and respond to
crises. USAID’ effort in Haiti in 1995 illustrates
how development and humanitarian assistance
programs reinforced each other to produce lasting
benefits.

The intensified international embargo last
year in Haiti dramatically decreased the number of
jobs, making it difficult for hundreds of thousands
of Haitians to buy food and other basic essentials.
USAID's response provided a daily meal to 1.2
million people and put thousands of Haitians to
work repairing and rehabilitating the country’s
productive infrastructure.

The benefits of these activities, short-term
relief and long-term economic assistance, have
been substantial. As of January 1995, 1,000 miles
of irrigation canals were rehabilitated, opening
almost 67,000 acres of land to full cultivation; over
550 miles of roads were rehabilitated, providing
market access for over 800,000 peaple; and over
16,000 acres of land were protected through con-
servation measures. In addition, over 80 cents of
every dollar spent under this program has gone to
wages. By providing hundreds of thousands of
poor families with the means to eam additional
income needed for adequate diets and through
improvements in infrastructure, the program has
also had a significant impact on food security.



TeC le

USAID will continue to face a
number of challenges in the com-
ing year. As an international
agency, the demands placed
upon USAID will depend signifi-
cantly on emerging foreign policy
priorities, the occurrence of new
humanitarian crises and the rel-
ative progress of nations in
transition to freer political and
economic systems. As always,
because the agency works across
sectors in a range of countries, it
will face a diverse host of both
opportunities and obstacles.

It is clear that the agency will
continue to respond to high-pro-
file foreign policy initiatives and
struggle with the burdens of an
unprecedented number of victims
of humanitarian crises. In addi-
tion, limited resources and

r 1996

downsizing will remain critical
concerns for USAID.

The agency’s programs have
served as an effective vehicle for
promoting long term U.S. inter
ests abroad and improving the
lives of literally millions of indr
viduals. However, because
USAID continues to face dechn-
ing resource levels for vurtually
all of its actwities, the agency
will, in all lbkelihood, increasing
ly limit both its field presence
and scope of work. Fuller assess
ment of the potential damage to
America’s foreign policy and
national interests must be con-
sidered when judging the impact
of further reducing the national
investment in foreign assistance
programs.
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