Testimony of Andrew S. Natsios,
USAID Administrator

Iraq and Afghanistan: Accomplishments and Next Steps

Before the House Appropriations Foreign Operations Subcommittee
September 30, 2003

Introductory Remarks

Mr. Chairman, thank you for this opportunity to spesk with you and members of the
Committee in support of the President’s supplementa request and the U.S. Government's
consderable accomplishments in Iraq and Afghanistan.

President Bush and Secretary of State Powdll have shown remarkable leadership with
respect to both Irag and Afghanistan. The supplementa the President requested is vitally
important if these countries are to become the stable, peaceful, democratic, economicaly
productive nations we dl seek. USAID strongly supports the supplemental request, and
we stand ready to play an important role in reconstructing both countries.

You al heard Ambassador Bremer's excdllent testimony from last week. | would just like
to reiterate three points he made.

Firg, we must remain flexible and be prepared to modify our plans aswe go
aong.

Second, no one part of the supplemental is more important than another.
Third, there is an urgent need for this legidation. We need to move quickly to
show thelragi people that we can make their lives better.

As the Committee has requested, my testimony will focus on what USAID has done thus
far with funds aready provided by the Congress. | will begin my presentation today with
Iraq and then make some comments on Afghanistan.

USAID provides vita recongtruction and rehabilitation assstance to Irag. USAID is
investing resources in planning, staffing, managing, implementing, and evauating
recongtruction and rehabilitation programs to advance the Codition Provisona Authority
(CPA) drategic plan for Irag and improve the wellbeing of the Iragi people.

Today | would like to provide you a clear sense of our many accomplishments, our
immediate next steps, USAID's organizationd presencein Irag, and the chalenges we

face in the current operating environment.



USAID Worksto Advance the CPA Strategy

We support the CPA strategic plan for Irag. The CPA strategy has four objectives, none
of which can be pursued inisolation and dl of which lead to the return home of U.S.
troops and a trangtion to national governance of Irag by Iragis sooner rather than later:

security, which determines the speed with which we can advance recongtruction
and build up indtitutions of good governance;

essentid services, which are amagor priority for the people of Irag;

the economy, which requires considerable ass stance before the country can
redizeits potentid for economic growth; and

governance, which requires arapid development of ingtitutions and vaues to
support democratic government.

Our USAID mission in Irag reports to Ambassador Bremer and the Codlition Provisond
Authority and, through him, to the emerging Iragi government and the Iragi people.

USAID's Accomplishmentsand Next Stepsin Iraq

Before combat started, USAID was involved in planning efforts to respond to potentia
humanitarian needsin Irag, and an inter-agency Disaster Assistance Response Team
(DART), the largest in U.S. history, had pre-positioned humanitarian commoditiesin the
region for up to 1,000,000 internally displaced people. This DART team entered Irag on
March 27, before the cessation of combat and before the fal of Baghdad. USAID
obligated hundreds of millions of dollarsin food and other humanitarian ass stance before
the war had ended.

On May 2, one day &fter the President declared the end of magjor combat operations,
USAID began directing assstance to the most immediate post-conflict needsin Irag. Our
DART team provided urgent ass stance to displaced people and linked the humanitarian
community and Codition Forces, facilitating their ddivery of food, medicines and clean
drinking water. The DART team included an Abuse Prevention Unit deployed to protect
vulnerable Iragis and to help the CPA preserve evidence such as mass grave sites of past
abuse by Saddam's regime.

USAID undertook rapid assessments of Iragi needs and immediately began programming
resources. USAID programmed over $400 million through UN agencies to ensure that the
food distribution system was restarted and people did not go hungry, including many
displaced people who had not been receiving food rations. The trangtion was so smooth
that the media paid little attention to it.

Our fidd misson in Iraq is delivering recongruction, rehabilitation, and humanitarian

relief assistance through approximately 45 grants and contracts to American non-profit
organizations and firms. While our $680 million contract with Bechtel captures the media
spotlight, it certainly does not define our engagement with the Iragi people. We have
tapped into the innovation and expertise of a number of American firms. Through grants



to American groups such as the International Rescue Committee, International Medica
Corps, Mercy Corps, Save the Children, World Vision, Cooperative Housing Foundation
Internationa, and CARE and international organizations such as UNICEF, the World
Food Program and the World Hedlth Organization, USAID is engaging Iragis
neighborhood by nelghborhood, providing basic services and helping Iragi communities

to hep themsdlves.

USAID worksto ensure that U.S. assstance benefits the average Iraqi citizen and
encourages cooperation among ethnic and religious groups on Iragi society.

I nfragtructure

Let me touch on our progress in recongtructing and rehabilitating seven key components
of Irag'sinfrastructure: dectricity, water and sanitation, the Umm Qasr segport, the
Baghdad and Basrah airports, bridges, railroads, and telecommunications.

Electricity iscritical for economic development, Iraqgi livelihoods, and a sense of
normalcy in Irag. On September 28, national electrical generation was at 3,927
megawaits, the highest level produced since before the war a approximately 89% of pre-
conflict levels. Under an agreement between the Iragi Commission of Electricity, the U.S.
Army Corps of Engineers, Bechtd, USAID, and CPA, responsbilities for procuring parts
and materials are divided according to the predominant capability of each agency.

Water and sanitation prevent disease and meet an essential human need. USAID
support to water and sanitation projects has benefited over 14.5 million Iragis. Among
other things, we have helped Iragi municipal governments repair over 1,700 pipe bresks
in Baghdad's water network, increasing water flow by 200,000 cubic meters per day; we
have rehabilitated 70 of Baghdad's 90 non-functioning waste pumping stations, and we
began indaling generators at 37 Baghdad water facilities and pumping stations, to ensure
continuous water supply, even in the event of an eectrica grid falure. Through our non
governmenta partners, we support projects meeting the immediate water needs of Iragis
in urban and rura communities throughout the country. These projects will help to reduce
the incidence of water-borne disease and mortadity by bringing safe drinking water to
thousands of children and their families, in many casesto villages that have been forced
to go without water for years.

Seaport accessiscritical to thetimely flow of humanitarian and reconstruction
materialsand kick starting the Iraqi economy. Together with the CPA regiond
coordinator, 1 opened Umm Qasr port to commercid traffic June 17, and the first test of
passenger vessel docking was completed July 16. Working with our counterpart, the Iragi
Port Authority, port tariffs have been approved and applied on June 20, opening the way
towards financia sustainability for port operations. Mgor dredging activities--USAID

has aso supported the remova of vessdl's, 250 pieces of unexploded ordinance, and about
4 million cubic meters of gt -- are complete and the port is able to handle deep-draft
shipsat dl 21 berths. Generators have been installed, restoring power to most parts of the
port. Over 500,000 metric tons of cargo passed through the port in August, and work on



the grain-recaiving fadility is complete. USAID contractor Bechtd is awaiting the arrival
of agran ship to test the system and turn it over to the Grain Board. When operationd, it
will be able to process up to 600 metric tons of grain an hour.

Airportswill enhance commercial productivity and help integrate Irag and its
economy into the global community. USAID has completed infrastructure work at
Baghdad Internationd Airport. Thisincluded repairing atermind and the adminigtration
offices; ingaling power generators, and repairing sewage pumps. USAID invesmentsin
the Bagrah Internationa Airport have included repairing the runway and ingtalling
baggage x-ray units, toilets, and passenger lounges.

Bridgesare critical to economic development, regional integration, transportation.
The USAID mission in Irag has worked with our implementation partners to complete
congtruction of a 1.5-kilometer, four-lane bypass for the damaged Al-Mat Bridge-akey
bridge needed for humanitarian efforts. Our partners have completed 36 detailed bridge
assessments and are working with the Iragi Ministry of Public Works and Iragi firmsto
recongtruct three priority bridges.

Railroadslink the Umm Qasr port to grain millsand arealso important tolraq's
economy and integration. USAID contractor Bechtel completed an evauation of the
Iragi railroad system on June 25 and repairs to tracks leading out of Umm Qasr port are
underway. Work on railwaysis an integrated U.S.-Iraqi effort: Bechtel contributes project
management, materid and parts while the Iragi Railway Adminigtration contributes
equipment and labor. This approach brings Iragis into the rebuilding process and lowers
project costs. Bechtd is aso reviewing assessments from rail construction equipment
manufacturers with Iragi Republic Railways personndl.

Teecommunications investmentswill enable private, commercial, and official
communications throughout Irag, serving the people, business, and the gover nment.
USAID contractor Bechtel has awarded sub- contracts for 12 containerized telephone
switches and one satdllite gateway for internationd telephone cdls. The projects will
restore internationa calling for Irag and reconnect al 240,000 phone lines in Baghdad
presently without service, returning the city to pre-conflict level of 540,000 operationd
phone lines. Alongside Bechtel, Iragi Telephone and Postal Company employees are
congructing foundations, splicing cables, and testing lines prior to the arriva of the
switches. In addition, Bechtel is repairing the fiberoptic backbone from Mosul in the
north to Umm Qasr in the south, connecting Baghdad to 20 cities in Irag and benefiting
70% of dl Iragis.

Next Stepsin Infrastructure

Let me briefly tdl you about our next stepsin infrastiructure. In collaboration with the
CPA, USAID has begun or will work to:

increase Irag's daily national power generation to 6,000 MW prior by the summer
of 2004,



increase potable water flow to east Baghdad by 45%, benefiting approximately
2.5 million people, renabilitate eight water treetment and pump stationsin the
south, and establish awater system in Maosul with an independent, 24 hour water
supply;

manage customs, immigration and security for shipping cargo; purchase cranes
and equipment to increase port capacity; and gradudly pass on control of the port
of Umm Qasr to the Iragi people;

rehabilitate Baghdad Internationa Airport's control tower and building (restoring
the air and ventilation system, floors, ceilings, walls, the customs section, and
Security getes), and continue rehabilitating a Basrah Airport; and

ingall 12 telephone switches between late October through mid-January,
approximately one every week; and complete repairs to the nation's fiberoptic
network from north of Mosul, through Baghdad and Nasiriyah to Umm Qasr by
November 2003; and repair of the 2,000 km fiber optic cable that will connect 20
cities to Baghdad and benefit 70% of Irag's population.

Economic Reform and Democr atic Gover nance

Promoting nationa security, supporting CPA objectives, and expressng American vaues
in the huge project of Iragi reconstruction requires that our government invest heavily in
economic governance, and socid programs as well as infrastructure. Working with the
CPA and the emerging Iragi government and in consultation with the Congress, USAID
is applying its development expertise and investing in severd inter-related economic and
socid sectors. We are working under the direction of the CPA in implementing economic
governance, loca governance, education, health, community action, and agriculture
programsin Irag.

Economic rehabilitation is essential to economic growth. The CPA has asked USAID
to provide technica support in 17 priority areas in economic governance. Our
counterpartsin this critica effort include the Iragi Centrd Bank, Iragi state-owned
enterprises, and the Minigtries of Finance, Trade, Agriculture, and Industry. These

priority areasinclude: introduction of anew currency, credit for small businesses,
improvement to commercid legidation, coordination of anationa employment program,
bank-to-bank payment system, new tax policies, and effective budget planning. USAID
and its partner, BearingPoint, are playing akey supporting role in supporting the currency
exchange operation and are developing a bank-to-bank payment system that will alow 80
banks to conduct business by mid-October. We are dso asssting the CPA in the
management of its micro-lending program and are evauating private sector and
investment-related commercid laws.

Agriculture sustainsrural people, contributesto the economy, and feedsthe nation;
trauma to the southern mar shlands has |eft deep scarsthat we are helping to heal. In
collaboration with the Iragi Minigtries of Trade and Agriculture and Irrigation, afour-

person USAID-supported technica team traveled in June to the southern marshes, a

region devadtated by Saddam Hussain's brutal regime, to determine the feasibility of
providing irrigation and restoring the marshes. Thisvist to the marshlands was the first



on-the-ground scientific assessment in more than two decades. The team met with marsh
dwellers to assess socid and economic conditions, and their conversations revealed
repeated digplacement, persecution and destruction. Residents suffer from alack of
public health services and clean drinking water.

Irag's agricultural capacity was devastated by Saddam's regime. Competitive bidsfor an
agriculture rehabilitation contract, which will target the smal private farmer, are under
internal USAID technica evauation and will soon be awarded. USAID aso workswith
the CPA and the U.N. World Food Program to ensure the smooth trangition to Iragi
management of the delivery of food baskets to about 27 million Iragis each month. We
are also helping the CPA to encourage domestic food production

L ocal gover nance creates demandsfor democr acy, the equitable distribution of
resour ces, and provideslocal populationswith basic services. Iragis are experiencing
new freedoms. For the first time, the Iragi people have the freedom to vote and run for
office. Together with CPA and civil affairs officers, we have desgned an interim local
government structure to represent the population in the Baghdad metropolitan area. Just
through our work aone, more than 200 neighborhood advisory councils have been
established, representing more than haf of Irag's people and al of Baghdad's 88
neighborhoods. This neighborhood council program is being established in 14 other
governorates across the country. These councils are coordinating the provison of
essential services. USAID is dso partnering with the CPA, codition forces, Iragi
provincia and municipa governments and othersto ddliver essentid services, promote
Iragi citizen participation in decison making at the grassroots leve, and assst with
budget development and payroll management. Through our partners, USAID has dso
awarded over 830 Rapid Response Grants, totaling over $40 million. These grants are
increasing Iragi participation in loca governance, promoting civil society, human rights,
and gender equdlity in Irag. USAID has provided over 40 "Minidriesin aBox." These
deliver essentid supplies and equipment to Iragi Ministries and government offices,
including the Minigtries of Judtice, Irrigetion, Foreign Affairs, Labor, Hedlth and Finance
and eght Baghdad municipdity headquarters.

Community action helps communities to help themsalves. Five USAID nor+
governmentd partners have etablished officesin 9 mgor Iragi cities throughout Irag,.
These five Community Action Program partners have identified more than 390
community activities that promote improved loca governance. Nearly 7 million Iragi
people have dready benefited. Our collective effortsinclude: the organization of 74 Iraqi
counterpart community associations to direct activities focusing on repair of sewage
trestment plants, neighborhood clean-up, road repairs, school renovation, water
sanitation, and medicd facilities; congtruction of a Community Market Place, with an
estimated 250,000 residents benefiting; clean up of medica waste disposad sites and
education of medical personnel on proper disposal methods; water sanitation programs,
and hospital and kindergarten renovation.

Education isa basic service that promotes economic growth, supports demaocr acy,
and inspires hope. USAID, the Iragi Ministry of Education, and our partners have



inventoried al 3,900 secondary schoolsin areas with a permissive security environment,
and we are on target in most areas to supply secondary schools with desks, supplies, and
school materids by the time classes start on October 4. We have exceeded CPA's target
of renovating 1,000 schoolsin timefor the first day of school; we have renovated 1,500
schoals. In addition to that achievement, we have approved 89 grants worth over $1.2
million to refurbish schools and re-equip Education Offices in each governorate, and we
have supported UNESCO in undertaking areview with Iragis of 98 math and science
textbooks. More than 5.6 million math and science books-all free of Saddam's
propaganda-are being printed and delivered to students. More than 1.5 million secondary
sudents will receive student supply kits in time for school. We have sdected five Stes

for an accelerated learning program and conducted a survey of out-of-school Iragi
children a each ste. Alongside the Ministry of Education we have helped create aplan
for the nationa exam process, including schedule and security requirements, and we are
concluding a $20 million grant competition program for U.S. universities to partner with
Iragi universities.

Health isan immediate and basic human need. USAID is applying its extensive
expertise in internationd public hedth to the hedth chalenges faced by Iragi citizens
today. USAID and the Iragi Ministry of Hedlth are working to develop anationa hedlth
strategy for Iraq which will include our plan to reduce the shamefully high child mortaity
rates. Together with our partners, we have dso rehabilitated 20 ddivery roomsin care
centers serving 300,000 residents in Basrah. An additiona 29 hospital rehabilitations
have been completed in other areas and 131 more are planned or underway; 600 primary
hedlth centers have been re-equipped. We have awarded grants to the Iragi Doctors and
Nurses asociations to help revitdize the Iragi medica system; distributed most of three
million packets of Ord Re-hydration Sdlts to children with diarrheg; and provided 2.5
kilograms of supplementary food rations to more than 100,000 pregnant, nursing mothers
and malnourished children under 5 years. We have procured 4.2 million vaccinations,
with gpproximetely 1.4 million children vaccinated through July during monthly
immunization days, provided ass stance to more than 168 hospitals and clinics and 82
primary hedlth care centers, and evaluated 18 national and regiona public hedlth
|aboratories for equipment needs. We have completed our rehabilitation of the National
Polio Laboratory. Training for community outreach is critical, and we have trained more
than 2,000 hedlth workers to provide life- saving services for malnourished children;
training for additional 8,000 health workersis underway through our partner, UNICEF.

Next Stepsin Economic and Social Programs

The gtability and progperity of Irag and the wellbeing of the Iragi people require
continued investments in economic and socid rehabilitation and development programs.
Hereisan outline of our immediate plans. We are in the process of helping to:

support CPA in replacing the existing Iragi currencies with asingle new currency;
support CPA and Iraqgi evaluation of strategic dternatives for the disposition of
dtate owned enterprises; oversee the design and management of credit facilities



for smdl Iragi businesses; and review and recommend changes to key commercid
laws.

promote politica and socid ability by helping Baghdad neighborhood advisory
councils provide affordable, high-quality public servicesto citizens, help Baghdad
officids in deveoping Baghdad's first openly-approved budget; develop
emergency communications packages that will reconnect nine key centra
government minigtries to the local governorate offices; and assess rehabilitation
needs of municipd fire departmentsin five dities.

return to the Southern Marshes to assst marsh dwellers by providing economic
opportunities and improve marshland management; and implement an agricultura
assstance program to address urgent agriculturd rehabilitation needs, enhance
food security, and support the devel opment of competitive agro-enterprise and
agricultura markets.

accel erate the formation of community associations and improve their gbility to
manage municipa infrastructure, rehabilitate roads and schools, and repair
irrigation systlems.

print and distribute 5.6 million math and science textbooks in October; train tens
of thousands of teachers and administrators across Irag.

rehabilitate 21 referral hospitas, 50 public hedlth centers, 20 delivery rooms and
35 hospitalsin Baghdad by April 2004; continue to conduct monthly Nationa
Immunization Days, and increase efficiency of drug digtribution to 157 outpatient
hedth fadilities in Baghdad.

USAID Presencein Iraq

USAID began operationsin Irag before hodtilities in Iraq ended and officialy opened a
USAID Mission there on July 27. USAID plans, ddivers, and evaluaesin collaboration
with the CPA to manege this large recongtruction and rehabilitation portfolio with a
workforce of approximately 57 USAID officers and associated direct staff. Our
implementation partners currently deliver services with atota workforcein Iraq of
approximately 600 personndl. Together with our implementation partners, we are
employing approximately 55,000 Iragisin our recongtruction efforts.

USAID Misson headquarters are in Baghdad, and we maintain officesin Hillah, Basrah,
Mosul, and Arbil.

Security

USAID and itsimplemerting partners face afluid environment and significant security
chdlenges in the neighborhoods, villages, and towns of Irag. The bombings of the United
Nations building illudrate the extent to which the civilian recongtruction of Iraq

continues to face violent opposition. However, USAID personnel have operated
effectively in 12 hot war zonesin recent years without casudties. Our personnel travel in
armored vehicles, and these vehicles have saved lives in both Irag and Afghanistan.



| have met with the eders of Iragi towns and villages where we are successfully working
together using the same community devel opment approaches we gpply around the world.
These communities showed me how they are organizing to protect their infrastructure
themsdves from sabotage and terrorism. Meanwhile, we are increasing power reiability
and reducing security costs by disconnecting some plants from the vulnerable power grid
and ingdling smaller generators at each facility. Thiswill make sewer and water
treatment plants independent of the power grid and much easier to protect from terrorist
attacks.

Donor Coordination

USAID islending its extensve expertise in donor coordination to our government's
fundraising effort. U.S. assstance to Iraq is coordinated with donors at the fidd leve and
in Washington, and many USAID partners coordinate their activities on the ground, redl-
time, with other organizations providing assstance. USAID continues to encourage
multilateral funding of education, hedth care, eectricity, water, sewage, and
telecommunications projects, among others.

*

USAID isworking to improve conditions in Irag and contribute to our nation's vision of
an Irag that is a sovereign, stable, prosperous, and democratic country at peace with the
United States and with the world.

USAID Accomplishments and Next Stepsin Afghanistan

Mr. Chairman, | would now like to update the Members of the committee on our
recongtruction effortsin Afghanistan.

Fird, in order to establish a basdline for analyss of the recongtruction effort, | believe it
bears repesting that Afghanistan provides one of the most complex recongtruction
chdlenges the U.S. government has encountered anywhere.

Afghanistan was one of the poorest places on the face of the earth before the Soviet
incursion precipitated more than two decades of conflict and destruction. Afghanistan
remains at or near the bottom of every socio-economic indicator used to measure human
and economic progress. In fact, the country's overal human misery index is among the
highest in the world. Asjust one grim reminder of the harshness of thislong-suffering
land, one of four Afghan children dies before the age of five. Afghanistan is tied with
Sierra Leone as having the highest maternd mortdity ratesin the world.

While many andyses of Afghanistan describe the infrasiructure dameage caused by the
long conflict there, | would like to draw the Committeg's attention to Afghanistan's
ingtitutiona devagtation, which matches the physical damage in its severity. When our



USAID team arrived in Kabul in January last year, we found a nation without a viable
Security gpparatus, without courts, without functioning minidries; in short, a place where
al the basic trappings of a nation-state had been obliterated. Compounding these
recongtruction chalenges, Afghanistan possesses some of the harshest climatic conditions
and mog difficult terrain on earth, far too much of it laced with unmarked landmines,
numbering in the millions.

USAID'sfirg objective in Afghanistan, asin Irag, was to staunch the bleeding: to prevent
amgor humanitarian crisis. By the spring of 2001, pre-famine indicators were beginning
to appear in many areas of the country. Programs were put in place immediately to ensure
sufficient supplies of food and shelter, especidly for returning refugees and displaced
persons, and to prevent the outbreak of epidemic diseasesrelated to rising rural
malnutrition rates. Despite the challenges, the massive humanitarian relief program
launched by the U.S. government in cooperation with the U.N., non-governmenta, and
other bilaterd aid agencies worked effectively, preventing arelief crigs. Asan example

of the scae of the humanitarian effort undertaken snce September 11, 2001, more than
400,000 metric tons of Food for Peace commodities have been delivered to Afghanistan.

Now we are putting in place the building blocks of a recongtructed Afghanistan, an
Afghanigan thet is-to quote President Bush"prosperous, democratic, at peace,
contributing to regiond stability, market friendly, and respectful of human rights."

The USAID drategy for Afghanistan is based on six key objectives:

1. Reconstructing the devastated economy with a focus on agriculture and
infragtructure: Since 85% of Afghans are dependent on the agricultura sector
for surviva, USAID's emphasis has been on spurring agricultura recovery and
rurd recongruction. Since highways are the commercid lifdinesin Afghanistan,
we have invested heavily in rebuilding key road links and the bridges destroyed in
the conflicts of the past twenty-three years.

2. Creating the conditionsfor private investment: Given Afghanisan's
commercid traditions and recognizing that foreign aid cannot aone provide long-
term economic growth, USAID programs focus on currency and banking reform,
investment law reform, sound budgeting procedures by the Afghan government
and related economic governance initiatives. These mechanisms are necessary to
induce the direct private invesment that can fuel economic recovery in the long-
term. Moreover, our strategy recognizes that peace and stability are contingent on
jobs and increases in family income.

3. Improving thelives of average Afghansthrough the provision of basic public
services: The human misery index in Afghanistan is perhaps the worgt in the
world, when measured by factors such as theilliteracy rate, caloric intake, and the
hedlth and surviva of the population. When we arrived in Afghanistan, we found
theleve of hedth care was abysma and so we areinvesting in basic health
clinics and pharmaceuticas. Because-in anation with 80% illiteracy-there are not



enough schools for al the children who try to attend, we are investing in primary
education by building schools, training teachers, and providing textbooks.
Statidtical data attached to my statement provides some indication of the scale of
our public service investments.

. Recongtituting the basic institutions of national government: Asanindication
of how serioudy government ingtitutions had deteriorated in Afghanistan during
two decades of internecine conflict and Tdiban mismanagement, until recent
months the heads of ministriesin Kabul had no capacity for voice or data
transmisson with regiond offices. Minigters could not spesk with their colleagues
in Afghanigan's far-flung provinces to convey government decisions, assess
needs, or provide policy guidance. Now, with the help of U.S. government
assstance, we have put in place a basic teecommunications system that connects
each of Afghanigtan's thirty two provinces with Kabul, as afirst step in helping
the Afghans increase their capacity to run their own affairs. We have helped
rebuild 13 Afghan minigries, induding the Minidtries of Agriculture, Hedlth, and
Education and other indtitutions wiped out during the conflict and Taliban
oppresson. We are funding 136 Afghan senor policy advisorsin key Minigtries,
and paying the sdaries of 879 Afghans who gtaff these Minidtries. We are
repairing buildings and record- keeping systems, and training competent managers
and teachers.

. Promoting democracy and peace in Afghanistan: Keeping on track the"Bonn
Agreement,” that forged the pogt- Tdiban government in Afghanistan, is essentiad
to fostering support for democracy, human rights, and stability. Ensuring thet the
reconciliation and recongtruction processes spelled out in the Bonn Agreement
take placein atimdy and trangparent fashion is an important confidence-building
measure after more than twenty years of internd conflict. This misson has
required support for the nationwide Loya Jirgas, or grand counsdls, for election
registration and for eections themsdves, for judicid reforms and human rights
indtitutions, and especidly for the writing of a new condtitution for Afghanigtan.

. Contributing to full participation in the new Afghanistan: Asan dternative to
the Tdiban's emphasis on isolation and a closed society, USAID programs
support afree media; provide training for professond journdigts, lend assstance
to private organizations of women, professionals and reformers, nurture local
non-governmental organizations through shared project implementation; and,
launch other initiativesintended to spur free, open debate about the future of
Afghanigtan, and the participation in that debate by al dements of Afghan society
committed to democratic principles.

We do not minimize the very sgnificant obstacles to recongruction that remainin
Afghanistan, but sgnificant progress has taken place in each of these key reconstruction
objectives between 2002 and 2003, and we will have further progressin the coming year.
We recognize full well that the economic and ingtitutiona recondgtruction of Afghanistan



isaweapon in the war againg terrorism, and we are making a substantial contribution to
that effort.

In economic recovery, for example, the Rome-based Food and Agriculture Organization
reported an 82% increase in production of whest - Afghanistan's saple grain - sincethe
fal of the Tdiban, with afurther increase in production expected with this year's harvest.
We are pushing forward with road condruction, aiming to complete the first layer of
asphalt on the mgor Kabul-to-Kandahar highway by the end of 2003. In support of
private sector investment, anew Afghani, the nationa currency, has been placed in
circulation, the Afghan central bank has been placed on a sound footing, new centra
bank and banking laws have been enacted, and the investment code is on the verge of
promulgation.

To improve the lives of average Afghans, USAID aone has completed 447 projects,
amall and large, in the countryside. | have appended, for the Committegs review, a
complete list of USAID recongtruction projects, which are under way or completed in 31
of Afghanistan’'s 32 provinces. The generosity of the U.S. people has provided 25 million
textbooks for Afghan children. We have repaired or rebuilt 121 hedth dinics and
facilities and will rebuild or construct 400 more over the next three years. We have dso
repaired or rebuilt 203 schools and will build or rebuild another 1,000 by 2006.

Weve stipulated in our program contracts that our implementing partners should increase
Afghan participation as much as possible, as soon as possible. We have included this
requirement to help build the capacity of the Afghansto take on much of the
recondruction initiative themsdves. Americaand our dlies can and must provide
substantia support in the short- to mid-term, but USAID programs are conscioudy
designed to build Afghan capacity, and to pave the way for the Afghan government and
people to secure their own destiny. For example, we are working with Presdent Karzai's
government to increase Afghan capacity to collect and manage customs revenues, a
magor source of government income. Currently, much of the Afghan government's
operating cods are funded by foreign aid contributions, and we are working in the
customs arena to build the capacity of the government to meet its own recurring costs.
Similarly, in the hedth care field, we worked with the Ministry of Public Hedlth to

support the firgt nationd survey of hedth facilities so that the government could establish
itsown prioritiesfor rural hedth care ddlivery, led by the Afghans themsdves.

Much work remains to establish democracy and stability, but many ministries have been
repaired, and an orderly nationa budget processisin place. The Bonn Agreement Peace
Process has been kept on track, with a successful Emergency Loya Jirga completed last
year. Functioning Judicid and Human Rights Commissions are in place, and programs
are underway to begin demaobilizing factiond fighters in the countrysde. A vigorous
conditutiond drafting effort is underway. Findly, a post-Taiban rebirth of civil society

is under way in Afghanigtan, with numerous radio stations up and running, ajourndist
training center funded with U.S. assstance in operation in Kabul, and afunctioning
Ministry of Women's Affairs establishing women's centers-with strong Congressiona
encouragement- across the nation.



Mr. Chairman, | am fully aware of the many concerns about security in Afghanistan, and
reports of an increase in security incidents in recent months. The security Situation per se
isnot within USAID's purview, but | do want to comment on the effect of security
incidents on the recondruction effort. Overdl, without minimizing the security threet-and
with profound regret for the lives, Afghan and foreign, that have been lost in recent
attacks-we have every intention of maintaining the pace of our recongtruction efforts, and
increasing them over time. We do not believe that the current rate of security incidents,
induding incidents targeting relief and recongtruction organizations, will Sgnificantly

dow the recongtruction efforts. On the contrary, we will redouble our efforts out of
awareness that our recongtruction efforts are a potent wegpon in the fight against
terrorism.

Theredity isthat Tdiban remnants and other enemies of freedom recognize full well that
paved highways, schools where girlslearn to read, caring NGO workers, fair eections,
and free radio stations will destroy them. That is why they launch scattered, but deedly,
forays againgt our programs and partners. We have increased and will increase security
measures to deter attacks, but frankly - given Afghanigtan's levels of poverty and
isolation, the legacy of twenty-three years of war, and the fear our work engenders among
the enemies of freedom - | do not believe the current level of insecurity will dow our

progress.

In summary, Mr. Chairman, much reconstruction work remains to be accomplished in
Afghanistan, but much has been undertaken and the pace of recongruction is
accderating. USAID appreciates the strong support of this Committee in those
reconstruction efforts. | am prepared to elaborate on any of the points made in this
testimony, or to answer your questions.

Closing Statement

In Irag and Afghanistan, USAID embodies the American soirit to engage with othersin
promoting freedom and prosperity and the American capacity to lead and contribute to
the great projects of our times.

USAID isthis country'slink to our own greatest successes in foreign assstance. USAID
hasitsrootsin Marshdl Plan and this country's massve effort to reconstruct Europe after
World War 11, and we are just as determined today to convey this country's spirit and
capacity. USAID pursues effectiveness, promotes the U.S. national interest, and
expresses American vaues through foreign assstance to Irag, Afghanistan, and countries
around the world.

Thank you, Mr. Chairman, for this opportunity to discuss USAID'swork in Irag and
Afghanistan and for the congstent support you have demonsgtrated in our effortsto help
rebuild these two countries.

| welcome any questions you or any Members of the Committee might have.





