=y ULS. Agency for FISCAL YEAR

7%

78 UsA1D IR :
| == ) International 2004

Development

éﬂ
&
*[ mmpP
*| 4R
| |
A\ WH
N

Budget Justification
to the Congress

Annex 111
Europe and Eurasia




U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT
FY 2004 BUDGET JUSTIFICATION

BUREAU FOR EUROPE AND EURASIA

ANNEX I

Overviaw: Bureau for Europeand Eurasia.............................oin

Strategiic Objective Notifications. ............. ... ...

A D ANIE . e e

Bosnia and Herzegovina.. .. ....oovoo i e

BUIGaNT A
0T (= PR

B L e
KONt et e e
Former Yugoslav Republic of Macedonia..................... i

ol y = 1= o o O SO
ROMIAT 8 .. e e
ST IA .
TP Y Lo e e e e e
EUTOpE REGIONaL... ...
T T - T P
FN 11 o O
AZEIDEIAN .
BolarUs .
BBOIGia L
Kazakhistan ... ..
YTy Z S AN o e e

MOldOVa.

RUSSIE o o
Ta)RISTIAN .
TUrkmeniStan ... ...
TN 2 e
Uz AN e
Centrai Asia Regional ................. ..

Eurasia Regional ...

F e o T 1 = O P S

11

27
49
61
85
103
169
115
131
149
163
175
189
193

227
229
253
269
275
299
319
343
355
ass
409
431
457
481
503

539



EUROPE AND EURASIA
DEVELOIPMENT CHALLENGE
The Foreign Policy Context

The United States seeks cooperative relations with Europe and Eurasia (E&E) countries’ in
fighting irternational terrorism, opening markets, and tackling cross-border issues such as the
spread of HIV/AIDS and trafficking in persons. Regional stability in Southeast Europe and the
Eurasia sub-regions remain one of the underlying principles of USAID engagement in this part of
the world.

The Central Asian Republics and the Caucasus countries are U.S. allies in the global war on
terrorism and, as such, will continue to receive significant resources in FY 2004 to promote
domestic stability, economic growth, and democracy. Bolstering the independence and transition
of all Eurasian countries is also based on the premise that a prosperous and stable neighborhood
will reinfcrce Russia’s growing relationship to the Euro-Atlantic community and improve U.S.
economic gpportunity in that part of the world, including commercial access to oil and gas
reserves. '

The European transition countries are preparing for membership in regional institutions such as
the Nortt Atlantic Treaty Organization (NATQ). Three countries {Hungary, Poland, and the
Czech Respublic) gained entry to NATO in-1999. Seven more (Buigaria, Estonia, Latvia,
Lithuania Romania, Slovakia, Slovenia) are poised to enter by the end of 2004. The European
countries are also working toward meeting the requisite criteria for accession to the European
Union, in part with USAID assistance,

Foreign policy priorities are influencing USAID's funding levels and role in the region. Continued
progress in reforms in some of the Southeast Europe countries will permit significant cuts over
the next several years. As the U.S. Government leaves this sub-region, it will look increasingly to
the Europeans to support the integration of Southeast Europe into regional institutions. In
Eurasia, funding has increased for the Central Asian Republics, parially as a result of their
support for the war on terror. Levels for Russia will decline as the U.S.-Russian partnership in
global matters continues to mature and economic assistance becomes less central to Russian
and U.S. objectives. The high levels allocated fo Ukraine during the 1990s will continue to
decrease as a result of disappointing political developments in that country and in preparation for
eventual sloseout.

Transition Status and Obstacles

Extraordinary changes have occurred since the post-communist transition to market democracy
began in 1989. Region-wide, the private sector now accounts for 62% of Gross Domestic
Product {GDP) and Freedom House ranks 12 of the 27 former authoritarian states as free and 9
as partly free. Since 2000, the region has recorded positive economic growth, despite a
downturn in the global economy.

Neverthe ess, progress across the region has been uneven. The following graph compares the
advancerient of E&E countries in democratic and economic reforms. The northern tier countries
are the transition leaders. They are integrating into international markets and organizations and

' The transi ion countries of Europe are in two geographical zones. The northemn tier includes Czech Republic, Estonia,
Hungary, Lutvia, Lithuania, Poland, Siovenia, and Slovakla. Southeast Europe includes Albania, Bosnia and
Herzegovina, Bulgaria, Croatia, Macedaonia, Romania, Serbiz and Montenegro, and the Province of Kosovo. The
transition countries of Eurasia include the Russian Faderation; Ukraine, Belarus, and Moldova; the Caucasus countries of
Armenia, Arrerbaijan, and Georgia; and the Central Asian Republics of Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan,
anc Uzbekistan. USAID aiso provides economic support assistance 1o Ireland, Cyprus, and Turkey.,



no longer require USAID bilateral assistance, although they still face challenges related to EU
accession.

In Southeast Europe, reconstruction of war torn areas is near completion following a decade of
ethnic violence. With some exceptions, these countries now appear to be following the transition
path charted by the northern tier, although they are well behind the reform targets achieved by
the northern tier countries when they graduated from USAID assistance. Weak labor markets in
general, combined with large youth populations and poor human capital in select countries, pose
special challenges. Corruption remains an issue across the sub-region. Frozen, but unresolved
ethnic clashes could easily re-emerge without mechanisms for inter-ethnic understanding and
cooperation, particularly given the scheduled decline in donor assistance to these countries.

Economic Policy Reforms and Democratic Freedoms
in Central & Eastern Europe and Eurasia: 2002
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Ratings of democratic freadoms are from Freedom House, Nations in Transit 2002 (2002) which cover events through December 2001and are
updated through 2002 by Freedom House, Freedom in the World 2002 (Decembear 2002). Economic policy reform ratings are from EBRD,
Transition Report 2002 (November 2002}, and cover events through September 2002, Ratings are based on a 1 to 5 scaie, with 5 representing
most advanced.

In Eurasia, the picture is more complex. While economic growth for the sub-region has been
positive, social conditions are dismal and trends in democratic freedoms are unfavorable,
Despite policy reform progress in some of the largest economies (such as Russia, Azerbaijan,
Kazakhstan) income inequality is increasing and long-term growth does not yet appear
sustainable. Eurasian economies are highly dependent on primary commodities and Russia
dominates the economic links within the sub-region. Depletion in human capital is a major
concern given the decades-long deterioration of health and education systems. Lackluster reform
in several countries has increased their economic and political isolation. With widespread
corruption and an incomplete reform process, public trust in government and private institutions
continues to deteriorate.



E&E Strategy and Linkages to USAID's Four Pillars

The E&E strategy, both regional and bilateral, focuses on three core areas: economic
restructi ring and growth, democracy and governance, and the social dimensions of transition. In
addition, USAID develops cross-sector approaches to address critical obstacles and changing
circumstances in the region. During FY 2003 - FY 2004, these include: raising the profile of
values inherent in transition programs; systematically addressing conflict and corruption in
program analysis and design; and further developing social sector initiatives to broaden the
benefits of reform and thereby sustain public support for it.

To be successful, reform efforts must be grounded in essential values. Such values require
citizens .0 exercise civic and moral respansibility and to demand protection of inalienable human
rights. \Vhen embraced, these values insist on an equitable and fair market economy, and help
overcome the irrational passions, hatred, and bitterness which ignite and fuel conflict. With eight
Muslim-tiominated countries in the region and strong Muslim minorities in several other countries,
USAID will promote opportunities to positively engage Islam and bridge the growing divide
between Islamic and Western society. Successful economic and palitical reforms will help
eliminate: fertile soil for Islamic radicalism, as will dialogue which makes clear that the Islamic
traditions in Central Asia and the Balkans are nol consistent with palitical and radical Islam. The
E&E strategy also provides an integrated approach to combating corruption, looking at the key
elements of transparency, accountability, awareness, prevention, and enforcement across the
program portfolio.

Economic Growth, Agriculture and Trade: About 53% of USAID E&E resources were targeted
to econcmic and refated reforms during FY 2002. The program’s focus is on the development of
market systems, and performance in |
this area is strong. Fifteen of the 27 | Europe and Eurasia Program Obligations i
countries  have  achieved  full | FY - 2002 i

|

membership- in  the World Trade 1

Organization. In addition, per capita Democracy,

foreign investment flows have improved | Sonfitand

overall, although they have been 10 | Assistance _ !
times higher in the European northern - A% Em

tier than in Eurasia. Land reform Agricutturs ang
continues = to make a significant Ts";;f

contribution to agricultural development
in the E&E region and agribusiness
developrient is becoming more
prominent in countries possessing a
comparative advantage in agriculture.
An eme-ging theme in the economic growth area is increased competitiveness, in which
macroecanomic reforms and microeconomic foundations for business growth are pragmatically
developed and linked to local markets. The sconomic rubric also includes activities reiated to
anti-corruption and business ethics as well as programs aimed at mitigating the adverse impacts
of transition. These programs include, for example, social insurance reform, employment
generation, and education reform.

Global Health
9%

Demacracy, Conflict Prevention and Humanitarian Assistance: About 38% of USAID
resources to the region were ailocated to this pillar during FY 2002. The E&E strategy focuses on
the development of full democracies rooted in the rule of taw and based on elections,
constitutionalism, a vibrant civic culture, guaranteed human rights, religious freedom,
indepenc ent and responsible press, and limited government responding to the will of the peopie.
USAID integrates conflict prevention moduies intc strategies for at-risk countries, such as
Macedor ia, Georgia, and the republics of Central Asia.



Gilobal Health: In FY 2002, about 9% of USAID resources were allocated to health priorities in
the region, including HIV/AIDS, infectious disease control, and maternal-child health. According
to UN statistics, the steepest rise in new HIV infections worldwide took place in the former Soviet
Union, most of it linked to intravenous drug use. The introduction of community-based, primary
health care practices has upgraded the clinical skiils of family physicians, achieved cost-
efficiencies, saved lives, and reduced the number of abortions.

Public-private Alliances: Currently, public-private alliances operating in the region include
Enterprise Funds, the American International Health Alliance, the Baltic American Partnership
Fund, the Balkan Children and Youth Foundation, and a new initiative with the German Marshall
Fund to support democracy and governance in Southeast Europe. Building on these
experiences, USAID will continue to develop new ways to engage present and potential partners.

External Debt

Trends in external debt have varied widely in the transition region. Overall levels, while
increasing, remain below those found in most developing countries. Total debt was roughly 142%
of exports in the transition region in 2001; in the developing countries in 2000, it was 173%.
Some transition countries have successfully reduced debt burdens, inctuding Yugoslavia, Russia,
and Ukraine in 2001. Nevertheless, external debt remains an issue even for some of the more
advanced transition countries. Four of the ten European countries exceeded the Maastricht debt
ceiling of 60% of GDP in 2001: Bulgaria (76%); Latvia (71%), Hungary (69%); and Estonia (61%).
Of greatest concern, however, are high debt burdens of five relatively poor Eurasian countries:
Kyrgyzstan; Georgia; Tajikistan; Armenia; and Moldova. Kyrgyzstan's debt burden is highest
‘(2001 external debt is 288% of exparts; debt service is 29% of exports). Debt service is also high
in Tajikistan (22%) and Maldova (20%). Total external debt as a percent of exports in Georgia
and Armenia is close to levels in Kyrgyzstan.

PROGRAM AND MANAGEMENT CHALLENGES

In light of shifting foreign policy goals and funding trends, USAID must find ways to maximize the
impact of the E&E program while systematically planning for graduation and closeout of targeted
bilateral programs. In Southeast Europe, Croatia and Bulgaria are on a glide path for graduation
and, in Eurasia, strategies for the graduation in several years of Russia and Ukraine will be
developed and implemented. Of greatest concern is the slow pace of democratization in Eurasia.
in fully functioning democracies, citizens will demand and work on the changes needed to expand
economic opportunity and well-being. Where democratic processes and institutions remain
fragile, reversals in the transition process are possible.

Lower resource levels in FY 2004 and beyond require cansiderable adjustments to USAID's
regional and bilateral transition programs. Given the need io accelerate reform progress in
Eurasia, especially on the democracy front, USAID will develop strategies to preserve reform
gains as well as promote continuing progress toward broad-based economic growth, democratic
culture, and good governance. The need for innovative post-presence initiatives wilt be explored
for countries targeted for graduation or closeout, in order to safeguard the U.S. assistance
investment already made. These initiatives may inciude wrap-up activities that complete work
already underway, legacy mechanisms (such as endowments, local institutions, etc.) that can
carry assistance into the future without relying on a local USAID mission, and instruments for
humanitarian relief in event of emergencies.

Funding increases in Central Asia pose a different challenge. There USAID is managing a
greater magnitude of assistance resources with limited staff who manage activities in five
countries. The program challenge is to continue pressing for progress in demaocracy and human
rights within the context of high budget levels resulting from their cooperation in the war on terrar.



OTHEF DONORS

Principal partners include the European Union's programs for technical assistance to transition
countrizs in Europe (PHARE) and Eurasia (TACIS), the World Bank, European Bank for
Reconstruction and Development (EBRD), Europsan bilateral donors, and Japan. Based on the
latest available information for official development assistance, the United States stands out as
the largjest bilateral donor in Eurasia, followed by Japan and Germany. USAID aiso collaborates
with the Asian Development Bank on activities in the Central Asian Republics. In Europe, the
Europe:an Union is the largest donor, with a contribution about three times that of the United
States. The U.S. has been the single largest bilateral donor to Europe countries, followed by
Germany, France, Austria, and the Netherlands. In 2003, policy dialogue with European donors
and the European Union regarding assistance to Southeast Europe will be a foreign policy priority
for the U.S. Government.

FY 2004 PROGRAM

The FREEDOM Support Act (FSA) request level for Eurasia totals $578 million to fund programs of
USAIC and other agencies supporting economic and democratic transition and the war on
terroriem. This represents a reduction of nearly 10% from FY 2003, after accounting for the
separete FY 2004 appropriation for Economic and Cultural Affairs under the U.S. Department of
State.

The Assistance for Eastern Europe and the Baltic States Act (AEEB) request level totals $435
million. & reduction of 12% from FY 2003.

Under the Agency's Economic Growth, Agriculture and Trade area, USAID proposes $157.3
million under AEEB and $311.4 million under FSA to foster the emergence of competitive,
marke!-oriented economies in which the majority of economic resources is privately owned and
managed. USAID programs will emphasize competitiveness, assistance to small and medium
enterprises, agribusiness development, anti-corruption initiatives, and social reform. Energy and
enviroxment programs are also included under this rubric. In addition, $200 million in Economic
Suppcrt Funds (ESF) is propused to. Turkey for debt servicing in support of its economic
recovery.

Under the Agency's Democracy, Conflict and Humanitarian Assistance area, USAID proposes
$262.9 million in AEEB funds and $197.7 million under FSA to support transparent and
accou table governance, the rule of law, and the empowerment of citizens through democratic
politicisl processes, civil society, freedem of information, and human rights. Funds will also
promcte inter-ethnic dialogue and cooperation, and, as needed, facilitate the transition from
emerceancy refief to more traditional development programs in times of crisis. USAID proposes
$12.5 million in ESF for lreland and $7.5 miltion in ESF for Cyprus to promote reconciliation and
conflict resolution.

Under the Agency's Global Health area, USAID proposes $14.9 million in AEEB funds and $66.9
millior under FSA to fight the spread of infectious diseases, including HIV/AIDS and tuberculosis,
and improve primary health care practice, with a special focus on mothers and children.

Proposed AEEB and FSA funding under the economic growth and democracy and conflict
prevention areas include other USG agencies participating in technicat cooperation programs
throuch inter-agency transfers from USAID, such as the Environmental Protection Agency and
the Dopartments of State, Justice, Energy, Treasury, Agriculture, and Commerce.

The E&E bureau is requesting $10.4 million in non-emergency P.L. 480 funds in the FY 2004
request year for Tajikistan.



Europe and Eurasia
PROGRAM SUMMARY

(in thousands of dollars)

Accounts FY 2001 FY 2002 _FY 2003 FY 2004
Actual Actual Prior Request Request
Asst. for E. Europe and the Baltic States 598,679 621,000 495,000 435,000
Supplemental - AEEB 75,659 0 0 0
Child Survival and Health Programs Fund 6,782 13 0 0
Economic Support Fund 44 S01 45,000 44,000 220,000
Supplemsntal - ESF 0 200,000 0 1]
FREEDOM Support Act 808,218 784,000 755,000 - 576,000
Emergency Response Fund - FSA/NIS 0 64,000 0 0
Suppiemental - FSA/NIS 0 110,000 0 0
PL 480 Title li 59,057 31,115 [ 10,400
Total Pregram Funds 1,593,296 1,855,246 1,294,000 1,241,400
Assistant Administrator,
Kent R. Hitl



Europe

PROGRAM SUMMARY
{in thousands of dollars)
FY 2004 FY 2002 FY 2003 FY 2004
Country / Fund Account Actual Actual Prior Request Request
Albania
Asst. for £. Europe and the Baltic States 35,265 35,250 28,000| 28,000
Total Albania 35,255 35,250 28,000] 28,000
Bosnla and Herzegovina
Asst. for E. Europe and the Batftic States 79,924 65,005 50,000 44,000
Total Besnia and Herzegovina 79,924 85,005 50,000 44 000
Bulgaria
Asst. for E. Etrope and the Baltic States 35,123 34,100 28,000{ 27,000
Total Bulgaria 35,123 34,100 28,000] 27,000
Croatia
Agst. for E. Evrope and the Baltic States 30,032 44 000 30,000 25,000
Supplemental - AEEB 14,583 0 0 0
Total Croatia 44 625 44,000 30,000 25,000
Cyprus
Economic Sypport Fund 14,967 15,000 15,000 7,500
Total Cyprus 14 967 15,000 15,000 7,500
Europe Regionat
Asst for E. Europe and the Baitic States 86,081 74139 60,000 §2.000
Child Survival and Disease Programs Fund 770 0 0 ]
Total Europe Regional 86,851 74,139 60,000 52,000
Ireland
Economic Suport Fund 29,934 30,000 29,000 12.500
Total treland 29,934 30,000 29,000 12,500
Kosovo
Asst. for E. Eirope and the Baltic States 149,670 118,000 85,000 80,000
Child Surviva and Health Programs Fund 0 131 0 0
Total Kosovo 148,670 118,131 85,000 80,000
Macedonia (YROM)
Asst. for E, Europe and the Baltic States 33,126 49,506 50,000 39,0600
Total Macedonia 33,126 49,506 50,000 39,000
Montenegro
Asst. for E. Europe and the Baltic States 54,878 60,000 25,000 18,000
Supplementsi - AEEB 17,462 0 0 0
Tota! Monteregro 72,340 60,000 25,000 48,000
Romanla
Asst. for E. E urope and the Baltic States 38414 36,000 29,000 27,000
Total Romania 38,414 36,000 29,000 27,000
Serbia
Asst. for E. Eiurcpe and the Baltic States 56,176 105,000 110,000 95,000
Suppiementil - AEEB 43,640 0 0 0
PL. 480 Title 1 33,878 1,738 0 0
Total Serbia 133,758 106,738 110,000 95,000
Turkey
Economic Sipport Fund 0 0 0 200,000
Supplementat - ESF 0 200,000 o] a
Total Turkey 0 200,000 0 200,000
Total Program Funds 763,987 867,869 £39,000 655,000
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Europe

PROGRAM SUMMARY
(in thousands of dollars)

Accounts FY 2001 FY 2002 FY 2003 FY 2004

Actual Actual Prior Request Request
Asst, for E. Europe and the Battic States 598,679 621,000 485,000 435,0001
Supplemental - AEEB 75,659 0 0 Q
Child Survival and Health Programs Fund 770 131 0 0
Economic Support Fund 44,901 45,000 44 000 220,000
Supplemental - ESF 0 200,000 0 0
PL 480 Titie Il 33,978 1,738 Y Q
Total Program Funds 753,587 867,869 539,000 655,000

Acting Deputy Assistant Administrator,
Paula Feeney



Eurasia

PROGRAM SUMMARY
{in thousands of dollars)
FY 2001 FY 2002 FY 2003 FY 2004
Country / Fund Account Actual Actual Prior Request Request
Armenia
FREEDOM § ipport Act 90,811 90,200 70,000 49,500
PL 480 Title | 742 B11 0 0
Total Armente 91,553 81,111 70,000 49,500
Azerbaljan
FREEDOM S spport Act 38,350 43,510 46,000 41,500
PL 480 Title I: 2,501 2,239 "] 0
Total Azerbaijan 38,851 45,749 45,000 41,500
Belarus
FREEDOM S .pport Act 11,879 10,572 8,500 8,000
Totai Balarus 11,878 10,572 9,500 8,000
Cantral Asla Rsglonal
FREEDOM § spport Act 1,587 7,850 9,000 6,000
Emergency Responss Fund - FSA/NIS 0 6,000 0 ol
Totai Cantral Asia Regional 7,587 13,850 8,000 6,000
Eurasia Reglonal
Child Survive and Health Programs Fund 550 0 0 0
FREEDOM Support Act 55,254 54,831 58,000 49,000
Total Eurasia Regional 55,804 54,831 58,000 49,000
Georgla
FREEDOM Suppert Act 95,361 85,807 87,000 75,000
PL 480 Title | 9,205 0 o] 0
Totai Georgis 104,588 88,807 87,000 75,000
Kazakhstan
Chiid Surviva and Health Programs Fund 200 a 0 1]
FREEDOM Support Act 48,598 45,815 43,000 32,000
Supplemsnia - FSA/NIS 0 1,500 0 0
Total Kazakhstan 48,798 47,315 43,000 32,000
Kyrgyzstan
FREEDOM Support Act 32,504 35,488 38,000 40,000
Emergency Rasponse Fund - FSA/NIS 0 3,500 Q 0
Supplementa - FSA/NIS 0 33,000 0 0
Total Kyrgyzstan 32,504 71,989 36,000 40,000
Moldova
FREEDOM Support Act 45,072 35,946 32,500 23,000]
Total Moldovil 45,072 35,046 32,500 23,000
Russh
Child Survivs and Health Programs Fund 3,543 0 0 0
FREEDOM Support Act 183,477 158,083 148,000 73,000}
Total Russia 187,020 159,083 148,000 73,000
Tajikistan
FREEDOM Suppott Act 18,805 19,372 22,500 35,000/
Supplementa: - FSANIS 0 37,000 o 0
PL 480 Titie |l 12,6831 28,227 0 10,400
Total Tejikistun 28,438 82,599 22,500 45400
Turkmenistan
FREEDOM Support Act 6,145 7,308 7,000 8,000
Supplemsntal - FSA/NIS 0 4,000{ 0 0
Total Turkmenistan 6,145 11,398| 7,000 8,000




Eurasia

PROGRAM SUMMARY
(in thousands of dollars)
Country / Fund Account FY 2001 FY 2002 FY 2003 FY 2004
Actual Actual Prior Request Request
Ukraine
Child Survival and Health Programs Fund 1,019 1] 0 0
FREEDOM Support Act 172,997 154,937 155,000 94,000
Total Ukraine 174,016 154,937 155,000 94,000
|uzbekistan ' '
Chitd Survival and Health Programs Fund 700 ¢] Q 0
FREEDOM Support Act 25,310 29,190 31.500 42,000
Emergency Response Fund - FSA/NIS 0 54,500 1] 0
Supplemental - FSA/NIS 0 34,500 0 0
Total Uzbekistan 26,010 118,190 31,500 42,000
Total Program Funds 839,309 987,377 755,000 576,000
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Bursau for Europe and Eurasia

EUROPE

Budget Justification to the Congreas
Notificatlon Levels for FY 2003

FY 2003
I*rogram/ FY 2003 Total Notification by
§0) Number 50 Titles Account Planned Budget FY 2004 CBJ
Albania
182-0130 Growth in Number of Selt-Sustaining Private Enterprises AEEB 5,763,000 Q
AEEE co 2,685,601 0
182-0210 Ircraased Involvement of Civil Society in Economic and AEEB 4,327,000 0
3plitical Decision-Making AEESB ¢o 1,808,785 0
182-0220 Lagal Systems That Better Suppart Democratic Processes  AEEB 2,280,000 2,280,000
and Market Reforms AEER co 1,200,000 0
182-0320 Irmproved Selected Primary Health Care Services at AEEB 3,000,000 0
Targeted Sites AEEB co 1,880,000 0
182-0410  Soecial initiatives AEEB 3,720,000 2,220,000
AEEB co 1,387,000 0
1582-0420 Cross-Cutting Programs AEEB 2,500,000 0
AEEB co 1,341,484 0
Bo:inia-Herzegovina
168-0130 Accelerated Development of the Private Sector AEEB 10,158,000 0
AEEB co 14,485,430 o
168-0210 A More Participatory, Inclusive Democratic Society AEEB 11,624,000 0
AEEB co 9,466,456 o
138-03110  Sustainable Mingrity Returns in Support of Creation of a AEEB 8,273,600 5,673,000
Multi-ethnic Society AEEB co 843,513 o
168-0420 (iross-Cutting Programs AEEB co 42,323 )
Buigaria
183-0130  Accelerated Development and Growth of Private AEEB 7,500,000 7,500,000
Enterprises in a Compstitive Envirenment AEEB co 942,732 8]
183-0140 A More Competitive and Market-Responsive Private AEEB 2,960,000 2,960,000
Financial Sector AEEB co 237,484 o
183-0210 Incraased, Better-Infarmed Citizens' Participation in Public AEEB 3,750,000 3,750,000
Policy Decision-Making AEEB co 1,105,449 0
183-0220 An improved Judicial Systemn that Better Supports AEEB 3,200,000 3,200,000
Demaocratic Processes and Market Reforms AEEB co 663,254 o]
183-0230 Lacal Governments are Making Responsive Choices and AEEB 3,100,000 3,100,000
Acting on them Effectively and Accountably AEEB co 579,111 4]
183-0410 Special Initiatives AEEB 620,000 620,000
AEES co 1,121,929 0
183-0420  Cross-Cutting Programs AEEB 1,700,000 1,700,000
AEEB co 1,112,810 o
Croatia
“60-0130 Crowth of a Dynamic and Competitive Private Sector AEEB 11,085,000 0
AEEB co 7.211,158 0
“60-0210 More Efigctive Citizen Participation and Improved AEEB 5,140,000 115,000
Governance AEEB ¢co 1,740,009 o
" 60-0310 £.ccelerated Return and Sustainable Reintegration of AEEB 5,835,000 0
War-Affected Populations AEEB co 835,415 0
" 60-0340  Mitigation of Adverse Social Conditions and Trends AEEB 3,105,000 55,000
AEEB co 1,055,788 0
" 60-0420  Cross-Cutting Programs AEEB 685,000 0
AEEB co 950,000 o]

i1




Bureau for Evropa and Eurasia
EUROPE
Budget Justificatlon to the Cangreas
Notiflcation Levels for FY 2003

FY 2003
Program/ FY 2003 Total Notification by
SO Number SO Titles Account Planned Budget FY 2004 CBJ
Cyprus
233-0410 Special Initiatives ESF 15,000,000 0
ESF co 1,065,714 o *
Serbia and Montenegro {includes Montenegro, Serbis and Kosovo)
Serbia
169-0130  Accelerated Development and Growth of Private AEEB 27,000,000 o
Enterprise AEEB co 3,000,000 o "
169-0200 More Effective, Responsive, and Accountable Democratic AEEB 11,500,000 o **
Institutions
169-0210 Incraased, Better Informed Citizens' Participation in Palitical AEEB 51,749,000 o *
and Economic Decision-Making
169-0420  Cross-Cutting Programs AEEB 3,000,000 O **
AEEB co 895,003 o *
Montsnagro
170-0130 Accelerated Devslopment and Growth of Private AEEB 7,800,000 2,140,000
Enterprise AAEB co 584,113 o *
170-0200  More Effective, Responsive, and Accountable Democratic  AEEB 5,571,000 3,391,000
Institutions
170-0210 Increasad, Better Informed Citizens’ Participation in Political AEEB 6,619,000 Q
and Economic Decision-Making AEEB co 1,061,614 o
170-0420 Cross-Cutting Programs AEEB 2,000,000 (¢}
AEEB co 1,466,711 o *
Kosovo
167-0130 Establishmant of an Economic Policy and institutional AEEB 16,150,000 0
Framawork AEEB co 120,628 o
167-0210  Accountable and Transparant Gavernance AEEB 8,860,000 0
AEEB co 2,706,797 o
167-0310 Restorad Normalcy in Living Standards and Opportunities AEEB 4,400,000 4,400,000
AEEB co 999,744 o -
167-0410  Spacial Initiatives AEEB 2,250,000 2,250,000
AEEB co 3,398 c*
CSHco 131,000 o *
167-0420 Cross-Cutting Programs AEEB 860,000 ¢]
AEEB co 1,228,808 o
Macsdonia (FYROM)
165-0130 Accelerated Growth and Development of the Private AEEB 12,506,000 755,000
Sactor
166-0200 More Lagitimate Damocratic Institutions AEEB 15,845,000 330,000
AEEB co 176,614 o *
165-0340 Mitigation of Adversa Social impacts of the Transition 1o AEEB 6,730,000 0
' Market-Based Democracy ' AEEB co 613,982 o+
165-0410 Special Initistives AEEB 4,660,000 760,000
AEEB co 120,000 o+
165-0420  Cross-Cutting Programs AEEB 4,410,000 0
AEEB co 1,268,688 0 *

12




Bureau for Europe and Eurasia

EUROPE
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Northern Ireland and iraiand
International Fund for Ireland
190-0410 Spacial Initiativas ESF 25,000,000 0
ESF co 25,000,000 0
Irith Visa Prograry
1690-0410 Sgecial initiatives ESF 4,000,000 0
Roniania
186-0130  Accelerated Private Sector Growth by Supporting a AEEB 11,650,000 (4]
Market-Driven Environment } AEEB co 3,182,752 o]
146-0230 Improved Democratic Governance at the Local Level AEEB 7,500,000 0
AEEB co 324,890 0
186-0340 Improvaed Effectiveness of Selected Social and Primary AEEB 7,050,000 1,050,000
tloalth Care Services for Targeted Vulnarable Groups AEEB co 288,812 o
1£16-0420 Crass-Cutting Programs AEEB ca 7.562 o
Turley
277-0410  Sgecial Initiatives ESF-CT ¢co 91,672 0
Central and Eastern Eurcpe Regional
180-0120 Inc:reased Soundness of Fiscal Policies and Financial AEEB 248,000 0
Management Prectices AEEB co 108,343 o
1840-0130 Arcelerated Development and Growth of Private AEEB 1,868,075 145,000
t nerprise AEEB co 730,698 0
160-0140 A More Compatitive and Market Responsive Private AEEB 694,000 (o]
Financial Sactor AEEB co 202,524 o]
180-0150 A More Economically Sustainable and Environmentaity AEEB 3,363,000 o
Sustainable Energy Sector AEEB co 1,010,749 0
180-01680  Incressad Environmental Management Capacity to Support  AEEB 2,861,000 1,066,000
£ ustainable Economic Growth AEEB co 778,568 0
160-0210 increased Better-informed Citizens' Participation in Political AEEB 3,150,000 466,000
end Economic Decision-Making AEEB co 2,309,328 0
180-0220 Legal Systems that Better Support Democratic Processes AEEB 862,000 0
gnd Market Reforms AEEB co 434,776 0
180-0230 . Mure Effective, Responsive and Accountable Local AEEB 508,000 0
(iovernance AEESB co 677,716 0
140-0320 Ircreased Health Promotion ang Access to Quality Health  AEEB 2,516,000 438,000
(iare AEEB co 227,086 0
180-0340 Mitigation of Adverse Social Impacts of the Transition to AEEB 232,000 0
Market-Based Democracies AEEB co 37.751 0
180-0410 Srecial Initiatives AEEB co 250,000 0
180-0420 Crass-Cutting Programs AEEB 4,808,000 v}
AEEB co 3,645,842 o

* Previously Notified

** 3aparate Notifization Required
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FY 2003 FY 2003
Program/ Total Planned  Notification by
SO Number Title Account Budget FY 2004 CBJ
Armenia
111-0130 Growth of a Competitive Private Sector FSA 14,306,000 o **
FSA clo 6,714,107 L
111-0160 A More Economically and Environmentally Sustainable FSA 6,524,000 g **
Energy Sector FSA c/o 2,665,249 o **
111-0160 More Sustainable Water Management for Enhanced FSA 2,190,000 Q **
Environmental Quality FSA clo 2,312,307 a *
111-0210 More Transparent, Accountable ‘and Responsive FSA 6,757,000 Q **
Democratic Governance FSA c/o 4,010,203 o -
111-0340 Mitigation of the Adverse Social Impacts of the Transition FSA 9,873,000 o **
FSA c/o 2,094,013 o
111-0411 Households Living in Inadequate Shelter as a Result of the FSA 2,563,000 o **
1988 Earthquake Reduced FSA cio 680,515 o ==
111-0420 Cross-Cutting Programs FSA 4,287,000 o **
: FSA clo 1,890,436 o -
Azarbaijan
112-0130 Accelerated Development and Growth of a Smail and FSA 13,800,000 0
Medium Enterprises in Targeted Areas FSA c/o 4,230,052 1,000,000
112-0210 Civil Society Better Organized and Represanted FSA 6,000,000 4]
FSA clo 842,068 o -
112-0310 Reduced Human Suffering in Conflict-Affected Areas FSA 7,500,000 [+]
FSA c/o 3,036,736 o *
112-0420 Cross-Cutting Programs FSA 5,750,000 0
FSA c/o 2,588 o *
Belarus
113-0210 Better-Informed Citizen Participation in Politica! and FSA 3,900,000 0
Economic Decision-Making FSA c/o 2,526,508 497,804
Georgia
114-0%30 Accelerated Development and Growth of Private FSA 14,700,000 o **
Enterprises FSA clo 4,244,312 o *
114-0160 A More Economically Sustainable and Environmentally FSA 8,850,000 o =
Sound Energy Sector FSA clo 5,932,170 o *
1140220 Legal Systems that Better Support implementation of FSA 4,025,000 o **
Democratic Processes and Market Reforms FSA clo 322,597 o *
114-0230 More Efficient and Responsive Local Governance FSA 5,375,000 o =+
FSA c/o 2,050,983 o *
114-0310 Reduced Human Suffering in Targeted Communities FSA 10,250,000 o **
FSA clo 6,760,516 o *
114-0420 Cross-Cutting Programs FSA 8,650,000 o **
FSA clo 504,376 o *
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Program/ Tota! Planned  Notification by
40 Number Title Account Budget FY 2004 CBJ
Ka:rakhstan
115-0131 an improved Environment for the Growth of Small and FSA 13,680,000 480,000
Medium Enterprises FSA clo 1,070,000 [0 I
116-0161 mproved Managemant of Critical Natural Resources, FSA 2,450,000 ]
Including Energy FSA c/o 1,453,456 o
115-0211 3trengthened Democratic Culture Among Citizens and FSA 5,780,000 450,000
Target Institutions FSA c/o 784,476 o *
115-0320 ncreased Utilization of Quality Primary Health Care for FSA 6,500,000 0
Select Populations FSA clo 1,079,289 g *
115-0420 Cross-Cutting Programs FSA 3,970,000 0
FSA clo 159,516 o *
Ky'gyzstan
116-0131 mproved Environment for the Growth of Smal! and Medium  FSA 11,735,000 335,000
Entarprises FSA clo 1,625,000 o
116-0161 mproved Management of Critical Natural Resources, FSA 1,700,000 0
Including Energy FSA clo 945,500 0 *
116-0211 Strengthenad Democratic Cultura Among Citizens and FSA 5,600,000 200,000
Target Institutions FSA cio 1,248,427 o -
116-0320 ncreased Utilization of Quality Primary Health Care for FSA 5,458,000 1,858,000
Select Populations FSA clo 2,630,434 0 =
116-0420 Zross-Cutting Programs FSA 3,107,000 4]
FSA cio 10,408,603 1,800,000
Malidova
117-0131 *rivate Enterprise Growth Creates Jobs and Generates FSA 18,400,000 1,450,000
Income FSA c/o 6,233,676 o *
117-0230 -ocal Democratic Institutions More Effective, Responsive FSA 4,000,000 750,000
and Accountable FSA clo 4,391,084 3,616,423
117-0340 Social Safety Net Reached Vulnerable Groups FS5A 2,000,000 100,000
FSA clo 2,812,184 o
Ruisia
118-0131 3mail and Medium-size Enterprise Sector Strengthened FSA 10,165,000 g **
and Expanded FSA c/o 325,199 o *
118-0141 Varket-Oriented Reforms Developed and tmplemented in FSA 5,850,000 o **
Selected Sectors FSA clo 650,000 o *
118-0161 tnvironmental Aesources Managed More Effectively to FSA 6,400,000 o **
Support Economic Growth
118-0211 A More Open, Participatory Society FSA 13,792,000 o **
FSA c/o 300,000 o
118-0221 -egal Systems Strangthenad FSA 4,046,000 0 **
FSA clo 230,000 o *
118-0231 .acal Governance Made More Responsive and FSA 3,742,000 0 **
Accountabla
118-0321 Jse of Improved Haalth and Child Welfare Practices FSA 15,250,000 0
Increased FSA c/o 200,000 o *
118-0410 3pecial Initiatives FSA 20,000,000 0 ==
118-0420 >rogram Support FSA 14,325,000 0o *»
FSA cfo 73,261 o
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Tajikistan
118-0131 Improved Environmaent for the Growth of Small and Medium FSA 5,080,000 1,780,000
Enterprises FSA cio 1,700,982 o *
119-01861 improved Management of Critical Natural Resources, FSA 1,400,000 0
Including Energy FSA clo 1,093,836 o *
118-0211 Strengthened Democratic Culture Amang Citizens and FSA 3,495,000 295,000
Target Institutions FSA c/o 1,439,117 o *
118-0320 Increased Utilization of Quality Primary Health Care for FSA 3,450,000 0
Select Populations FSA c/o 2,284,848 o *
118-0420 Cross-Cutting Programs FSA 4,415,000 0
FSA clo 7.728,863 o
Turkmenistan
120-0131 An Improved Environment for the Growth of Small and FSA 645,000 45,000
Medium Enterprisas FSA ¢/o 120,001 [
120-0161 Improved Management of Critical Natural Resources, FSA 400,000 s}
Including Energy FSA ¢/o 250,000 o *
120-0211 Strengthened Democratic Culture Among Citizens and FSA 1,100,000 300,060
Target Institutions FSA clo 100,000 e
120-0320 Increased Utilization of Quality Primary Health Care for FSA 1,185,000 185,000
Select Populations FSA clo 153,965 o -
120-0420 Cross-Cutting Programs FSA 670,000 [u]
FSA c/o 793,609 o *
Ukraine
121-0120 Increased Scundness of Fiscal Policies and Fiscal FSA ¢c/o 214,806 o
Management Practices
121-0130 Accelerated Growth and Development of Private FSA clo 4,788,832 o
Enterprise
121-0132 Growth of Small and Medium Enterprise and Agriculture FSA 21,761,000 0 **
121-0140 A More Competitive and Market-Responsive Private FSA c/o 50,156 o -
Financial Sector
121-0141 Improved Investment Climate FSA 10,290,000 0
121-0150 A More Economically Sustainable and Environmentally FSA c/o 1,160,584 o *
Sound Energy Sector
121-01860 Increased Environmentai Management Capacity to Promote  FSA c/o 77,089 o *
Sustainable Development
121-0210 Increased Better-informed Citizens' Participation in Political  FSA c/o 2,111,681 o -
and Economic Decision-Making
121-0213 Citizenry Increasingly Engaged in Promotion of Their FSA 13,919,000 o
Interest and Rights
121-0220 Legal Systermns that Better Support Democratic Processes FSA c/o 251,296 o *
and Market Reforms
121-0224 Effective, Transparent and Accountable Local Government FSA 9,004,000 o **
121-0230 Mara Effactive, Responsive and Accountable Local FSA clo 1,189,363 o *
Government,
121-0320 Increased Promotion of Good Health and Access to Quality  FSA c/o 679,716 o *
Health Care
121-0325 improved Social Conditions and Heaith Status FSA 12,594,000 o **
121-0340 Mitigation of Adverse Social Transition to Market-Based FSA clo 100,000 o *

Democracies
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Ukraine cont.
121-0416 increased Environmental Protaction FSA 1,113,000 0
121-0420 Cross-Cutting Programs FSA c/a 2,926,120 o ¢
121-0427 Coras-Cutting Initiatives FSA 6,779,000 0 **
Uzbekistan
122-0131 An Improved Environmaent for the Growth of Smal! and FSA 5,148,000 2,349,000
Madiurn Enterprises FSA c/o 1,575,626 o *
122-0181 Improved Managament of Critical Natural Resources, FSA 1,889,000 0
including Energy FSA clo 2,745,668 o *
122-0211 Strengthensd Democratic Culture Among Citizens and FSA 4,270,000 1]
Targst Institutions FSA ¢lo 3,086,830 c *
122-0320 Incraased Utilization of Quality Primary Health Care for FSA 6,268,000 0
Salect Populations FSA c/o 1,141,487 o *
122-0420 Cross-Cutting Programs FSA 3,236,000 o
FSA ¢/o 8,930,547 o
Cantral Aslan Ripubile Reglonal
178-0131% Improved Environmant for tha Growth of Small and Medium FSA 1,060,000 0
Enterpriess FSA c/o 106,000 o *
176-0161 Improved Management of Critical Natural Resources, FSA 3,160,000 0
Including Energy FSA c/o 1,043,607 o *
176-0211  Swengthened Cemocratic Cuiture Among Citizens and FSA §560,000 o
Target Institutions FSA c/o 188,300 o *
176-0320 increasad Utilization of Quality Primary Heelth Care for FSA 1,050,000 0
Selact Populations FSA ¢c/o 382,400 o *
176-0420 Cross-Cutting Programs FSA 2,300,000 1,300,000
FSA ¢/o 161,000 o *
liurasia Regionul
110-0120  Increased Soundness of Fiscal Policies and Fiacal FSA 351,000 v}
Managamant Practices FSA clo 208,000 c *
110-0130 Accelerated Deavelopmant and Growth of Private FSA §67.000 0
Entarprise FSA clo 530,688 o *
110-0140 A Mors Competitive and Market Responeive Privats FSA 402,000 ]
Financial Sactor FSA clo 384,897 o *
110-0180 A Mare Ecaonomically Sound and Environmentally FSA 1,458,000 683,000
Sustainable Energy System FSA clo 47,116 o *
110-0180 increasad Environmantal Managament Capacity to Support  FSA 381,000 0
Susteinable Economic Growth FSA cfo 780,892 o *
110-G210  increasad Better-informed Citizens’ Participation in Political FSA 571,000 0
and Economic Dacision-Making FSA clo 395,806 o *
110-0220 Legal Systema that Better Support Democratic Procssses FSA 1,410,000 480,000
and Market Raformas FSA clo 789,600 100,000
110-0230 Mare Effactive, Reaponsive and Accountablie Local FSA 508,000 0
Governance FSA clo 802.886 c -
110-0220  Increased Health Promotion and Access to Quality Health FSA 5,640,000 1,148,000
Cars FSA c/o 65,631,418 175,000
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Eurasia Regional cont.

110-0340 Mitigation of Adverse Social impacts of the Transition to FSA 340,000 0
Market-Based Dermocracies FSA c/o 97,639 0

110-0420 Cross-Cutting Programs FSA 6,372,000 1,466,000

' FSA c/o 4,128,985 485,704

123-0310 Strengthened Humanitarian Response to Crises FSA 2,000,000 0

* Previously Notified
*® Separate Notification Required.
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Albania
182-0130  Growth in Number of Saif-Sustaining Private Entarprises AEEB 6,528,000
182-0210 Increasad Involvement of Civil Society in Ecanornic and AEES 4,327,000
Political Decision-Making
182-0220 Legal Systems That Better Support Democratic Processes AEEB 2,280,000
and Market Rafarms
182-0320 Improved Selected Primary Health Care Services at AEEB 3,000,000
Targeted Sites
182-0410  Special Initiatives AEER 2,500,000
182-0420  Cross-Cutting Programs AEEB 2,955,000
Bosnia-Herzagovina
168-0130 Accealeratad Development of the Private Sector AEEB 13,207,000
168-0210 A More Participatory, Inclusive Democratic Society AEEB 9,709,000
168-03110  Sustainable Minority Returns in Support of Creation of a AEEB 3,184,000
Multi-ethnic Society
Bulgaria
183-C130 Accelerated Development and Growth of Private Enterprises  AEEB 7.430,000
in a Competitive Environment
183-C140 A More Competitive and Market-Responsive Private Financial AEEB 2,950,000
Sector
183-C210 increased, Better-Informed Citizens' Participation in Public AEEB 4,000,000
Policy Decision-Making
183-(220  An Improved Judicial System that Better Supports AEEB 3,500,000
Democratic Processes and Market Reforms
183-(230 Local Governments are Making Responsive Choices and AEEB 2,950,000
Acting on them Effectivaly and Accountably
1830410 Special initiatives AEEB 300,000
183-0420 Cross-Cutting Programs AEEB 1,700,000
Croatia
1680-0130 Growth of a Dynamic and Competitive Private Sector AEEB §,185,000
160-0210 More Effective Citizen Participation and improved AEEB 5,015,000
Governance
160-0310 Accelerated Return and Sustainable Reintegration of AEEB 5,015,000
Whar-Affected Populations
160-0340  Mitigation of Adverse Social Conditions and Trends AEEB 2,605,000
160-00420  Cross-Cutting Programs AEEB 700,000
Cyprus
233-0410  Speacial initiatives ESF 7,500,000
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Serbia and Montenegro {inciudes Montenegro, Serbla and Kosovo)
Sarbis
169-0130  Accelerated Development and Growth of Private Enterprise AEEB 17,000,000 -
169-0200 More Effective, Responsive, and Accountable Democratic AEEB 15,000,000 **+
Ingtitutions
169-0210  Increased, Better Informed Citizens' Participation in Politicel  AEEB 45,000,000 +*»
and Economic Decision-Making
189-0420 Cross-Cutting Programs AEEB 3,000,000 =+
Mantenegro
170-0130  Accelasrated Davelopmant and Growth af Private Enterprise AEEB 4,608,000
170-0200 More Effective, Responsive, and Accountable Democratic AEEB 5,232,000
Imstitutions
170-0210 Mcreased, Better Informed Citizens' Participation in Political  AEEB 5,280,000
and Economic Decision-Making
170-0420 Cross-Cutting Programa AEEB 1,600,000
Kosovo
167-0130 Esteblishment of an Economic Policy and Institutional AEEB 14,200,000
Framawork
167-0210 Accountable and Transparent Governance AEEB 7.950,000
167-031C  Reatored Normaley in Living Standards and Opportunities AEEB 5,100,000
167-0420 Cross-Cutting Programs AEER 1,160,000
Macaedonia {FYROM)
185-0130  Accelsrated Growth and Devalopment of the Private Sector  AEEB 10,688,000
185-0200  More Legitimate Damaocrstic Inatitutions AEEB 12,434,000
185-0340  Mitigation of Adverse Social impacts of the Transition to AEEB 8,028,000
Market-Based Democracy
186-0410  Special Initiativas AEEB 100,000
166-0420 Cross-Cutting Programs AEEB 3,200,000
Northem Ireland and ireiand
International Fund for Ireland
190-0410 Special initiatives ESF 8,600,000
Irish Visa Program
180-0410  Spacial initiatives ESF 4,000,000
Romanla
186-0130  Accslerated Private Sector Growth by Supporting & AEEB co 10,000,000
Market-Driven Environment
186-0230 Improved Dsmocratic Governance at the Local Level AEEB 9,600,000
186-0340  Improved Etffectivensas of Selscted Social and Primary AEEB 5,700,000
Health Care Sarvices for Targeted Vuinerable Groups
Turksy
277-0410  Special Initiatives ESF-CT 200,000,000
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Central sind Eastern Europe Reglonal
180-0120 increased Soundness of Fiscal Policies and Financial AEEB 621,000
Management Practices
180-Q130 Accelerated Development and Growth of Private Enterprise AEEB 553,000
180-0140 A More Competitive and Market Responsive Private AEEB B286,000
Financial Sector
180-0150 A More Economically Sustainable and Environmentally AEEB 4,140,000
Sustainable Energy Sector
180-0160 increased Environmental Management Capacity to Support AEEB 1,133,000
Sustainabla Econamic Growth
180-0210  iIncreased Better-Informed Citizens' Participation in Political AEER 1.597.000
and Economic Decision-Making
180-0220 Legal Systams that Bettar Support Democratic Processes AEEB 728,000
' and Market Reforms
180-0230 More Effective, Responsive and Accountable Local AEEB 327,000
Governance
180-0320 Increased Health Promotion and Access to Quality Health AEEB 2,855,000
Care
180-0340  Mitigation of Advarse Social Impacts of the Transition to AEEB 150,000
Market-Based Democracies
180-0120 Cross-Cutting Programs AEEB 5,070,000

** Separate Notification Required
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Amenia
111-0130  Growth of a Competitive Private Sector FSA 12,162,000 #+
111-0150 A More Economically and Environmentaily Sustainable Energy FSA 5,725,000 **
Sector
111-0160 More Sustainable Water Management for Enhanced FSA 2,170,000 **
Environmental Quality
111-0210 More Transparent, Accountable and Responsive Democratic FSA 6.100,000 =+
Govarnance
111-0340 Mitigation of the Adverse Social Impacts of the Transition FSA 7,858,000 **
111-0420  Crogs-Cutting Programs FSA 3,406,000 **
Azerbaljan
112-0130 Accelerated Development and Growth of a Small and FSA 14,100,000
Medium Enterprises in Targeted Areas
112-0210 Civil Society Better Organized and Represented FSA 6,000,000
112-0310 Reduced Human Suffering in Conflict-Affected Areas FSA 8,890,000
112-0420 Cross-Cutting Programs FSA 5,200,000
Belarus
113-0210 Better-Infarmed Citizen Participsation in Political and FSA 5,080,000
Economic Decision-Making
Geargia
114-0130 Accelerated Development and Growth of Private Enterprises FSA 14,000,000 =+
114-0150 A More Economically Sustainable and Environmentally Sound FSA 9,000,000 **
Energy Sector
114-0220 Legal Systems that Bettar Support Implementation of Democratic FSA 4,500,000 **
Processes and Market Reforms
114-0230 More Efficient and Responsive Local Governance FSA 6,000,000 **
114-0310 Reduced Human Suffering in Targeted Communities FSA 10,600,000 **
114-0420 Cross-Cutting Programs FSA 6,700,000 *+¥
Kazakhstan
115-0131 An Improved Environment for the Growth of Small and Mediurn FSA 11,415,000
Enterprises
115-01681 Improved Management of Critical Natural Resources, FSA 2,421,000
Including Energy
115-0211 Strengthened Democratic Culture Among Citizens and Target FSA 4,713,000
Institutions
115-0240 Confiict Prevention FSA 518,000
115-0320 Increased Utilization of Quality Primary Health Care for Select FSA 5,707,000
Populations
115-0420 Cross-Cutting Programs FSA 2,705,000
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Ky 'gyzstan
116-0131 Improved Environment for the Growth of Small and Medium FSA 13,640,000
Entarprises
116-0161 Improved Management of Critical Natural Resources, FSA 2,010,600
ln:luding Energy
116-0211  Strengthened Democratic Culture Among Citizens and Target FSA 6,621,000
Institutions
116-0240 Corflict Prevention FSA 668,000
118-0320 Increased Utilization of Quality Primary Health Care for Select FSA 6,217,000
Pc pulations
116-0340 Strengthened Basic Education Sector FSA 492,000
118-0420 Cross-Cutting Programs FSA 2,352,000
Maoldova
117-0131 Private Enterprise Growth Creates Jobs and Generates income FSA 13,301,000
117-0230 Local Democratic Institutions More Effective, Responsive FSA 4,465,000
ard Accountable
117-0340 Social Safety Net Reached Vulnerable Groups FSA 2,914,000
Russia
118-0131 Small and Medium-size Enterprise Sector Strengthened FSA 6,200,000 **
ard Expanded
118-0141  Ma ket-Oriented Reforms Developed and Implementad in FSA 3,800,000 =+
Selected Sectors
118-0161 Environmental Resources Managed More Effectively 1o Support FSA 1,590,000 *+
Ec onomic Growth
118-0211 A More Opan, Participatory Society FSA 11,090,000 **
118-0221 Lega! Systems Strengthened FSA 2,285,000 **
118-0231 Local Governance Made More Responsive and Accountable FSA 2,450,000 **
118-0321 Use of Improved Health and Child Welfare Practices Increased FSA 14,500,000 **
118-0410 Special Initiatives FSA 10,000,000 =+
118-0420 Program Support FSA 8,885,000 **
Tejikistan
119-0131  Improved Environment for the Growth of Smalt and Medium FSA 6,149,000
Enterprises.
118-0161 Improved Management of Critical Natural Resources, FSA 2,398,000
Including Energy
119-021%  Strangthened Democratic Culture Among Citizens and Target FSA 5,645,000
Institutions
118-0240 Conflict Prevention FSA 5,139,000
119-0320 Increased Utilization of Quality Primary Health Care for Select FSA 5,910,000
Papulations
119-0340 Strzngthened Basic Education Sector FSA 2,495,000
119-0420 Crcss-Cutting Programs FSA 2,484,000
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Turkmenistan
120-0131  An Improved Environment for the Growth of Small and Medium FSA 762,000
Enterprises
120-0161 Improved Managemeni of Critical Natural Resources, FSA 473,000
Including Energy
120-0211 Strengthened Democratic Culture Among Citizens and Target FSA 1,124,000
nstitutions
120-0240 Conflict Prevention FSA 365,000
120-0320 Increased Utilization of Quality Primary Health Care for Select FSA 1,419,000
Populations
120-0340 Strengthened Basic Education Sector FSA 168,000
120-0420 Cross-Cutting Programs FSA 428,000
Ukraine
121-0132 Growth of Small and Mediurn Enterprise and Agriculture FSA 20,790,000 +*
121-0141  Improved Investment Climate FSA 4,991,000 *=*
121-0213 Citizenry Iincreasingly Engaged in Promotion of Their FSA 13,803,000 **
Interest and Rights
121-0224 Etfective, Transparent and Accountable Locaf Government FSA 8,117,000 =+
121-0325 Improved Social Conditions and Health Status FSA 10,075,000 **
121-0416 Increased Environmental Pratection FSA 474,000 *+
121-0427 Corss-Cutting Initiatives FSA 5,000,000 *+
Uzbekistan
122-0131  An Improved Environmant for the Growth of Small and Medium FSA 6,086,000
Enterprises
122-0161 Improved Management of Critical Natural Resources, FSA 3,476,000
including Energy
122-0211 Strengthened Demacratic Culture Among Citizens and Target FSA 7,216,000
Institutions
122-0240 Conflict Prevention FSA 302,000
122-0320 Increased Utilization of Quality Primary Health Care for Select FSA 8,163,000
Populations
122-0340 Strengthened Basic Education Sector FSA 576,000
122-0420 Cross-Cutting Pragrams FSA 3,222,000
Central Asian Republics Regional
176-0131 Improved Environment for the Growth of Small and Medium FSA 814,000
Enterprises
176-0161 Improved Management of Critical Natural Resources, FSA 2,783,000
Including Energy
176-0211 Strengthened Democratic Culture Among Citizens and Target FSA 407,000
Institutions
176-0240 Conflict Prevantion FSA 341,000
176-0320 Increased Utilization of Quality Primary Health Care for Select FSA 814,000
Populations
176-0420  Cross-Cutting Programs FSA 341,000
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Bureau for Euraps and Eurasla
EURASIA
Budget Justification to the Congrass
Notification Leveis for FY 2004

Program/ Notification by
SO Number Title Account  FY 2004 CBJ
Eurssia Regional
110-0120 Increased Soundnass of Fiscal Policies and Fiscal Management FSA 721,000
Practices

110-0130 Accelerated Development and Growth of Private Enterprise FSA 563,000

110-0140 A More Competitive and Market Responsiva Private FSA 826,000
Financial Sector

110-0150 A More Economically Sound and Environmantally Sustainable FSA 1,240,000
Energy System

110-0160 Increasad Environmaental Management Capacity to Support FSA 632,000
Sustainable Economic Growth

110-0210 Increased Batter-informed Citizens' Participation in Political and FSA 473,000
Economic Decision-Making

110-0220 Legal Systems that Better Support Democratic Processes and FSA 1,328,000
Market Reforms

110-0230 More Effective, Responsive and Accountable Local Governance FSA 327,000

110-0320 Increased Health Promotion and Access to Quality Heatth Care FSA 4,505,000

110-0340 Mitigation of Adverse Social Impacts of the Transition to FSA 200,000

Market-Based Damocracies
110-0420 Cross-Cutting Programs FSA 4,127,000
123-0310 Strengthened Humanitarian Response to Crises FSA 2,000,000

** Separate Notification Required.
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Albania

The Developmeant Challenge: in the last decade, Aibania has been making the transition from 46 years
of communism to multiparty democracy and a fiberal economic system. |Impeding Albania's democratic
and economic development is the legacy of communism, crushing poverty, failed institutions, a weak rule
of law, poor social conditions, and a large out-migration of people seeking jobs.

in terms of poverty, Albania remains the poorest Eastern European country and ranks 85th out of 162
countries on the 2001 Human Developmen! index. In absolute terms, 46.6% of all Albanians are below
the poverty line of $2 per capita per day, while 17.4% are below the poverty line of $1 per capita per day.
Poverty is most pervasive in rural areas where 53% of Albania's population resides, and four out of five
poor Aibanians reside.

The economy is and will remain dominated in the short to mid-term by the agricultural sector, which
accounted for 60% of GDP in 1950 and 53% in 2001. Approximately two-thirds of all workers are
employed in the agriculture sector. Aibania's balance of trade is heavily weighted toward imports due to
growing domestic demand for foreign goods as well as large increases in electricity imports. Exports are
declining because of a steady contraction in industrial production from antiquated equipment and a lack of
private investment. The European Bank for Reconstruction and Development (EBRD) projects that per
capita foreign direct investment will only be $66 in 2002. Finally, as of 2001, the registered
unempioyment rate was 14.4%,

The USAID Program: The USAJD program in Albania supperts economic growth and modernization of
the agricultural sector, democratic development, and social slability. USAID's objectives support the U.S.
interests identified in the U.S. Strategic Plan for International Affairs: promoting broad-based economic
growth, increasing foreign governments' adherence to democratic practices and respect for human rights,
protecting human health, and ensuring that local and regional instabilities do not threaten the security and
well-being of the United States and its allies.

The Program Data Sheets provided below cover the six strategic objectives for which USAID is
requesting funds. They concentrate on the following three general development topics:

1) economic growth and agricultural sector development by increasing private investment, improving the
availabitity of credit to entrepreneurs, and strengthening the banking system;

2} democratic reform to support civil society by increasing citizen awareness of public issues, assisting in
elections, strengthening iegal institutions, and supporting the GOA decentralization program; and

3} heaith reform to improve primary health care by developing and implementing quality primary health
care models, strengthening management capacity at the primary health care level, and encouraging
community participation to ensure better heaith care for Albanians.

Other Program Elements: USAID also provides assistance for Albania through numerous programs that
do not draw on bilateral funding. Regionaily-funded activities in Albania include: support for NGOs which
monitor government accountability; support for NGOs working on anti-corruption, advocacy and
information sharing via the Organization for Economic Cooperation and Development's Anti-Corruption
Network; provision of training for journalists, labor leaders, health professionals, bankers, and other
professionals; and a group of energy activities that seek greater efficiency in power generation and
distribution, as well as management of energy resources.

Other Donors: Cooperation between USAID and other donor organizations active in Albania is strong
and growing. The United States is Albania's third largest bilateral donor, after ltaly and Greece. Other
major contributors include Germany, the World Bank (WB), International Monetary Fund (IMF), European
Union {EU), European Investment Bank, European Bank for Reconstruction and Development {EBRD),
Open Society Foundation, United Nations Development Program (UNDP), Food and Agriculture
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Organization (FAC), and international Fund for Agricultural Development (IFAD). Key eiements of donor
support focus on democratization and institutional development, with an emphasis on the judiciary,
- political cooperation, media, local government, and civil service reform,
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Albania
PROGRAM SUMMARY

{in thousands of dollars)

Accounts FY 2001 FY 2002 FY 2003 FY 2004
Actual Actuat Prior Request Request
Asst. for E. Europe and the Battic States 35,255 35,250 28,000 28,000
Total Program Funds 35,255 35,250 28,000 28,000
STRATEGIC OBJECTIVE SUMMARY

182-0130 Economic Restructuring and Agriculture Develapment

AEEB ] 13,810} 12,250| 5,763} 8,528
182-0140 Financial Sector

AEEB 1 1,272] o} o} 0
182-0210 Civil Society

AEEB | 4,546} 5179 4,327 4,327
182-0220 Rule of Law

AEEB { 550{ 2,479 2,280} 2,280
182-0230 Local Government

AEEB { 1,501} of of 0
182-0320 Health Sector improvement

AEEB | 4,125| 3,775 3,000 3,000
182-0410 Special Initiatives

AEEB | 1,991 2,900/ 3,720] 2,500
182-0420 Cross-Cutting Programs

AEEB | 1,750] 2,465| 2,500] 2,955
TRANSFER

AEEB | 5,707] 6,210} 6,410] 6,410

Miasion Director,
Harry Bimholz
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Data Sheet

USAID Mission: Adbania
Program Tifle: Economic Restructuring and Agriculture

Development
Pillar: Economic Growth, Agricutture and Trade

~O ManA




continue to support foreign market development in selected countries. Twenty USAID assisted
businesses will respond {o trade opportunities realized by companion USAID initiatives.

Sustainability of small and medium non-agricuiture enterprises increased ($2,528,000 AEEB). USAID
plans to provide technical assistance and fraining in supporting the growth of innovation and
entrepreneurship as the non-agricullure private sector matures. The USAID program will support
partnerships or joint ventures with foreign firms to enabie Albanian businesses to expand market access.
About 200 Mission assisted businesses will receive loans from formal credit sources. About 70 USAID
assisted businesses will achieve positive cash flows.

Financial sector responsiveness to small and medium enterprises’ needs increased ($500,000 AEER).
USAID plans to provide technical assistance and training to the Bank of Albania and to use partial
guarantees {o expand the avaiiability of commercial credits and the rote of international frade in business
financing. About $3,800,000 in credits will be provided to USAID assisted businesses.

Performance and Results: USAID activities achieved several important results which wili contribute to
the growth in the number of profitable small and medium enterprises (SMEs). These include: 1) free
trade agreements were reached with Macedonia and Croatia, and three others are underway with other
Balkan countries, thus gradually removing barriers to export; and 2) three additional commercial banks
are now entering the SME market, increasing the overall availability of investment capital.

There were no USAID activities directed towards non-agriculture SMEs before 2002. The Small
Business Credit and Assistance program began in March, 2002 to provide training and technical
assistance tc non-agriculture enterprises. The emphasis on SME development tock on added
significance as the GoA adopted the USAID assisted SME deveiopment strategy in 2002 and established
the SME development agency under the Ministry of Economy. The newly adopted Growth and Poverty
Reduction Strategy confirms the GoA's commitment to support investment in and growth of SMEs.

The quality of commercial lending by the banking sector dramatically improved as the percentage of
standard {non concessional) loans to total loans increased from 88% to 94 %. Confidence in the banking
sector continued to rise as deposits increased by 8%, providing substantial liquidity for investments.
Three banks entered medium sized business credit markets as confidence in USAID supported business
deveiopment programs grew. Mission clients are enjoying a 20% increase of commercial credit. The
GoA formally and frequently engaged private sector agribusiness organizations on policy, legislative and
regulatory issues. The maturation of agriculture associations and receptivity by the GoA to policy and
trade coliaboration strengthened sustainability of associations as members realized substantial economic
value.
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US Financing in Thousands of Dollars

Albania
182-0130 Economic Restructuring and Agriculture AEEB DA ESF
Development
Through September 30, 2001
Obligations 118,996 15,289 2,300
Expenditures 89,986 15,289 2,300
Unliguidated 19,010 0 0
Fiscal Year 2002
Obligations 16,184 0 0
Expenditures 10,242 0 0
Through September 30, 2002
Obligations 135,180 15,289 2,300
Expenditures 110,228 15,289 2,300
Unliquidated 24,952 0 0
Prior Year Unobligated Funds
Obligations 2,686 0 0
Planned Fiscal Year 2003 NOA
Obligations 5,763 0 0
Total Planned Fiscal Year 2003
Obligations 8,449 0 0
Proposed Fiscal Year 2004 NOA
Obligations 6,628 0 0
Future Obligations 0 0 0
Est. Total Cost 150,157 15,289 2,300
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Data Sheet

USAID Misslon: Albania
Program Title: Civil Society
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 182-0210
Status: Continuing
Proposed FY 2003 Obligation: $4,327,000 AEEB
Prior Year Unobligated: $1,809,000 AEEB
Proposed FY 2004 Obligation: $4,327.000 AEEB
Year of Initial Obligation: FY 1992
Estimated Completion Date: FY 2004

Summary: The USAID Civil Society program promotes civil society participation through: technical
assistance to political operatives across poiitical organizations, training of national, district and local
election commissions; training and technical assistance to NGOs working in conflict management;
assistance in the implementation of NGO law reform; training of citizens' groups to interface with
government, technical assistance and training to create a professional and sustainable independent
media; technical assistance to municipalities in finance, governance and corruption prevention; and
technical assistance to municipalities and the GOA on decentralization issues.

Inputs, Outputs, Activities:

FY 2003 Program:

Preparation for local elections in October 2003 {costs by major theme provided below) wili he a
crosscutting element in USAID's civil society work.

Improvement in the organization and management of political institutions ($1,538,000 AEEB). Palitical
operatives will be trained in effective branch operations and more public involvement in local elections.
Disaffected youth of Albania will be organized to become involved in the political process.
Partiamentarians will be trained in effective iegislative practices. The election commission structure
{comprising 3,300 members) will receive training on their rights and responsibilities. The citizen voter
registry will undergo further improvement to further enable citizens to vote. The Civic Forum program will
educate over 2,000 Albanian citizens in the principles of democracy and the exercise of their democratic
rights. Grantees include: International Foundation for Electoral Systems (IFES) (also utilizing funds from
Ralians and Dutch), the National Democratic Institivte (ND!) and the International Republican institute
(IR!} (prime).

Conflict management and NGO support ($700,000 AEEB). Training and technical assistance will be
provided to a pool of over 130 NGOs throughout Albania while administering a small grants program that
will financially assist over 20 NGOs. Training includes governance, management, finance, outreach and.
advocacy. Work continues on effective implementation of the liberal NGO law passed in May 2001.
Contractors/grantees include: Partners for Democratic Changs, International Center for Not-for-Profit Law
(Primes).

The professional media campaign {$600,000 AEEB). Continued support will be provided to the widely
popular “Heroes of Albania” TV show (70 episodes by the end of FY 2002) wherein normal) citizens are
provided weekly recognition of their efforts to improve their communities and build a sense of community
pride. An anti-corruption and anti-trafficking TV program will be launched, with a minimum of 12 episodes
praduced and aired twice a month, to build public support to stop corruption and trafficking. Individual TV
stations and print media will continue to receive technical assistance to improve objectivity and
profitabitity. Contractors/grantees include: International Research and Exchanges Board (IREX) (Prime)
and the Albania Media Institute (Sub).

33



Local government capacity building and assistance on decentralization ($1,491,000 AEEB). Technical
assistance will be provided to municipalities to ensure their concemns on this topic are heard and
-addressed. Municipalities will also receive training on basic modern accounting, budgeting, taxation, and
revenue collection methodologies. The pilot program on municipal anti-corruption efforts will be
expanded into additional municipalities. Various GoA ministries will receive technical assistance on the
devolution of central functions to iocal governments. This program is due to terminate at the end of FY03.
A determination will.be made if assistance should continue. if so, a new program will be designed and
competitively let. Contractors/grantees include: Urban Institute {Prime), Institute for Contemporary
Studies (Sub).

FY 2004 Program:

Improvement in the organization and management of political institutions ($1,536,000 AEEB). The resuits
of the October 2003 local government elections will temper the approach to be taken in building political
party strengths and improving the performance of the election process. Inputs will be targeted at political
leaders and the electoral commissions. Training of Parliament (Ieglslatlve affairs) and Albanian youth
organizations (advocacy) is planned.

Conflict management and NGO support (700,000 AEEB). An evaluation of the program is planned to
determine future needs.

The professional media campaign ($600,000 AEEB). The protection of inteltectual property rights wili be
a major issue. A central TV distribution point for broadcast media will be established for the sale of
intellectual property. An evaluation will be carried out during the FY to determine the need for further
assistance.

Local government capacity building and assistance on decentralization ($1,491,000 AEEB). This is
based upon the premise that a new program will be in place by the end of FY 2003. The gains made in
decentralization will be consolidated while efforts to increase the capacity of local governments to carry
- out their new mandates will focus on those areas found to be the weakest. Inputs would likely be technical
assistance to the line Ministries to absorb the implications of decentralization and training to the village
level governments in budgeting, expenditure control, fee setting and taxation.

Performance and Results: USAID’s civil society activities began to pay dividends in FY 2002 as a resuit
of continued improvement in Albania's political environment. A major area of advance was
decentralization. USAID-supported local government activities inciuded the development of a transparent
formula for the transfer of funds from the central government to local governments, a reform that will
afford greater discretion for local governments over larger budgets, as well as enable better local budget
planning and, possibly, greater local citizen involvement. Election administration continued to move
toward international standards; more Albanians reportedly viewed the 2001 parliamentary eiection results
as valid compared to the four previous elections. Notwithstanding its weakness and donor dependence,
the NGO sector saw advances in advocacy activities of certain organizations which have become more
aggressive in setting national and local government priorities, along with gains in membership and
expansion of their operations to new areas. USAID broadcast media work has helped focus public
attention on the intractable issue of corruption, stimulated civic action, and engaged citizen-business
partnerships in funding community improvements projects,
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US Financing in Thousands of Dollars

Albania

182-0210 Civil Society AEEB ESF
Through September 30, 2001
Obligations 27,677 1,250
Expenditures 22,961 1,250
Unliquidated 4,716 0
Fiscal Year 2002
Obligations 6,162 0
txpenditures 3,785 0
Through September 30, 2002
Obligations 33,839 1,250
Expenditures 26,746 1,250
Unliquidated 7,083 ol
Prior Year Uncbligated Funds
Obligations 1,809 0
Planned Fiscal Year 2003 NOA
Obligations 4,327 0
Total Planned Fiscal Year 2003
Obligations 6,136 0
Proposed Fiscal Year 2004 NOA
Obligations 4,327 0
Future Obligations 0 0

44,302 1,250

Est. Total Cost
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Data Sheet

USAID Mission: Albania

Program Title: Rute of Law
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 182-0220
Status: Continuing
Proposad FY 2003 Obligation: $2,280,000 AEEB
Prior Year Unobiigated: §1,200,000 AEEB
Proposed FY 2004 Obligation: $2,280,000 AEEB
Year of Initial Obligation: FY 1962
Estimated Completion Date: FY 2004

Summary: USAID's Rule of Law program promotes civil society participation and a strengthened judicial
system through support to: the School of Magistrates; the National Judicial Conference; the Chanceflery
(Court Clerks); judicial organizations with the Ministry of Justice, the Albanian civii society coalition
against corruption; and the Citizens Advocacy Office.

Inputs, Outputs, Activities:

FY 2003 Program:

Judicial institution building ($1,030,000 AEEB). This involves severa! activities. For example, USAID will
provide technical assistance to the School of Magistrates in its annual work plans, budgeting, and donor
close-out strategy. A Secretariat for the Albanian National Judicial Conference {NJC) will be supported to
ensure that the performance of the NJC continues to improve. Roundtable meetings of Albania’s court
chancellors will continue to improve court administration. Assistance to the Ministry of Justice will be
provided to offer guidance in issues related to court management. USAID will continue the Judicial
Reform tndex in Afbania to annually gauge the performance of the judiciary.

USAID also plans several training sessions in FY 2003. A select group of judges will be trained in legal
reasoning and drafting judicial decisions, civil law and procedure, due legal process in a civil process, and
contractual damage and torts to enable the judges ta learn the latest on these subjects and use that
knowledge in their courts. Judges and court staff will continue to receive basic training in computer use,
including e-mail operations to enable further connectivily within the judicial system. Additionally, a
number of budget officers will receive software training in budget preparation to ease the budgeting and
reporting processes.

As part of this effort, citizen awareness activities will continue to create an information center in each
court throughout Albania. Information regarding operation of the courts, court procedures, filing fees,
legal rights, and procedures to report cn corrupt or unethical practices will be avaitable to citizens, NGOs
and private husiness entities. Prior to and during Albania's National Day of Justice, brochures setting
forth basic information about Albania’s judicial system will be distributed to the public and the media.
Contraclors/grantees: American Bar Association/ Central and East European Legal Inititative
(ABAJCEELI}, (Financial Markets International, Inc.) FMI (prime), East-West Management Institute
(EWM!) (sub). The FMI/EWMI award ends Decemnber 31, 2002 and the ABA/CEELI award ends April 30,
2003.

Anti-corruption ($1,250,000 AEEB). The USAID sponsored Albanian Coalition Against Corruption
(ACAC) will give several small grants to carry out a variety of activities aimed at combating corruption.
The Judicial Observation Group, a sub-group within ACAC, will continue to monitor the efficiency and
integrity of the judiciary. A Legislative Observation Group will continue to monitor Parliamentary
proceedings, and a Budget Observation Group will monitor budgetary decisions. All groups report any
perceived irregularities to the Citizen's Advocacy Office (CAQ) for follow-on action. In addition, ACAC will
sponsor monthly forums on corruption topics whereby civil society makes its concern known to the public
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administration. Work with pilot local governments to make procurement and tax/fee collection transparent
will continue.

The CAQ, formed in Novembet 2001 and now handling 700 cases of alleged corruption, will expand its
scope and staff to review cases of alleged trafficking, to include legal and social support to victims and
potential victims of human trafficking. A special session on corruption and trafficking will be conducted at
a regional meeting of anti-corruption partnerships from the Europe and Eurasia region to be held in
Albania in Spring 2002 to forge cross-border linkages in the battle. A special session on corruption and
trafficking will be conducted at an international meeting of Citizen Advocacy Offices to be held in Albania
in Spring 2003, again to forge cross-border linkages. Small grants to combat corruption and trafficking will
be awarded to relevant Albanian NGOs. This program ends with FY 2003. Evaluation will be carried out,
new program designed and competition decisions made and carried out. Contractors/grantees include:
Management Systems International {MSI) (prime), Institute for Sustainable Communities (1ISC) and
Institute for Development Alternatives and Research (IDRA) (sub).

FY 2004 Program:

Judicial inskitution buiiding (31,030,000 AEEB). The bulk of the assistance will move to the district courts
which are the primary interface between the citizenry and the judiciary. Five pilot courts spanning the
country will receive ongoing assistance in the administration of justice to make the courts mare efficient
and user friendly. Ongoing professional training for sitting judges will continue. The curriculum of the
School of Magistrates will be broadened and strengthened to improve the quality of the new intake of
judges. Efforts will continue to make sitting judges accountable for their actions.

Anti-corruption ($1,250,000 AEEB). Support to the ACAC and CAO will continue, whereby the first brings
civii society pressure on government for reform and the other investigates alleged corruption/trafficking
cases to determine appropriate action such as: closure, refetral to appropriate government body, or direct
legal action. Support to NGOs to combat corruption/trafficking will continue. Regionat linkages on anti-
corruption and anti-trafficking will be strengthened, as both are regional issues.

Performance and Results: The rule of law in Albania is severely hampered by insfficiency,
incompetence, and corruption. USAID's ROL program works toward gradual improvement in efficiency
and competence and a reduction in corruption/trafficking and is attaining such. Most courts are
computerized and have access to the internet, Three classes graduated from the School of Magistrates,
which brings newly trained prosecutors and judges into the system. Ongoing professional training for
sitting judges continues to improve their abilities. The challenge at this point ties in making the judiciary
accountable for its actions. USAID's program is aimed at addressing this challenge over time and at a
pace which the Albanian court system can absorb.

The election of two judges from the National Judicial Conference to the High Council of Justices illustrates
gradual improvement. Fifteen candidates placed nominations before the nominating committee, 13 were
acceptable, all 13 iobbied their peers, free and transparent elections were held, and two winners were
appointed to the High Council. In the past, the Chief Justice arbitrarily appointed members to the High
Council. USAID was instrumental in establishing the nominating committee and shepherding this first
exercise of its powers.

The reactions of the average citizen and the political elite to the anti-corruption efforts are stunning. Within
10 months of formation, the CAO received 700 cases, forcing a tripling of staff and a move to larger
offices. The General Prosecutor agreed to pursue all cases forwarded to his office by the CAO. The
weekly TV program on corruption sponsored by ACAC enjoys the highest viewership in its time slot. The
introduction of an anti-corruption week saw President Moisiu and Leader of the Opposition MP Berisha
join ACAC as private cilizens, Politicians are aware increasingly aware that corruption

is no longer an issue they can ignare.
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US Financing in Thousands of Dollars

Albania
182-0220 Rule of Law _ AEEB ESF
Through September 30, 2001
Obligations 2,435 250
Expenditures 672 0
Unliquidated 1,763 250
Fiscal Year 2002
Obligations 1,279 0
Expenditures 1,180 - 130
Through September 30, 2002
Obligations 3.714 250
Expenditures 1,852 130
Unliquidated 1.862 120
Prior Year Unobligated Funds
Obligations 1,200 0
Planned Fiscal Year 2003 NOA
Obligations 2,280 0
Total Planned Fiscal Year 2003
Obligations 3.480 0
Proposed Fiscal Year 2004 NOA
Obligations 2,280 0
Future Obligations 0 0
Est. Total Cost _ 9,474 250
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Data Sheet

USAID Mission: Albania
Program Title: Health Sector Improvement
Pillar: Global Health
Strategic Objective: 182-0320
Status: Continuing
Proposed FY 2003 Obligation: $3,000,000 AEEB
Prior Year Unobligated: $1,860,000 AEEB
Proposed FY 2004 Obligation: $3,000,000 AEEB
Year of Initial Obligation: FY 1992
Estimated Compietion Date: FY 2004

Summary: USAID/Albania’s heaith program is focused on improving the access, use, and quality of key
health services primarily utilized by women and children. These include reforming the primary health care
system in its management structure, financing toals, and health information systems, while engaging the
GoA's Ministry of Health in its definition of the best system for the country, Such structural changes are
planned to incorporate family planning and reproductive health into @ more comprehensive primary health
care system, a structure that is new to this formerly communist society.

Inputs, Outputs, Activities:

FY 2003 Program:

improve reproductive health services ($1,000,000 AEEB). The family planning/reproductive health work
will continue to guarantee woman's access to modern methods of family planning. This basic family
planning training is being complemented with a more comprehensive program that is training health
professionals in a broader range of reproductive issues which includes proper ante-natal and
breastfeeding training as wel! as updated training on treatment and prevention of sexuslly transmitted
infeckions (STls) including HIV/IAIDS.  Technological and management support to the national
Conrtraceptive Logistics Management information System (CLMIS) will ensure that the first ever national
logistics management system translates into reduced contraceptive stock outs in the country. USAID will
continue to strengthen the capacity of the Contraceptive Security Commission through training, meetings,
and material development so that the reproductive heaith needs of Albanians are met. USAID will provide
training to more than half of Albania’s districts (20), thereby covering more than 60% of Albania’s
population. Principa! contractor: John Snow, Inc. (prime)

Reform the primary heaith care sector ($1,500,000 AEEB). USAID will continue to work on reforming
Albania’'s primary heaith care sector at two different levels. The initial steps for such reform are to
develop tools at the district level for both urban and rural areas. The tools that are critical to primary
health care, whose design and testing will be undertaken in 2003, include a finance system, a health
information system, improved management systems, and accreditable clinical practical guidelines with a
supporting ‘drugs-of-choice' list for the key primary health diagnoses. This system will also create a
structure into which women's health and family planning demands can be hetter met, rather than have
primary health care and family planning remain as separate concepts in separate buildings. Next, USAID
will enable the Ministry of Health, local governments, and other donors to build a better understanding of
the implications of decentralization on the primary health care system. This will be done by conducting
reqular roundtables and workshops, leading to the adherence to existing laws and the development of
improved policies for primary heaith care. This model is expected to be replicated by the MOH. Principal
contractor: Abt Assaciates (prime)

Improve the quality of service and heaith information ($500,000 AEEB). The first ever comprehensive
Reproductive Health Survey will be completed in early 2003. These resuits will be disseminated in 2003
and lessons will be shared as to how to use this data to improve the design and implementation of health
programs for the national and local goevernmenis. Through the development and dissemination of this
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survey, USAID will continue to build the national capacity of the Institute of Statistics and the Albanian
Institute of Public Health. Through management and technical training, local capacity in quality service
will be gained through partnerships with US and East-East partners. Principal contractors, grantees,
inter-agency transfers: U.S. Department of Health and Human Services (DHHS) and U.S. Centers for
Disease Control {prime).

All contracts and grants funded with resources from the Albania Primary Health Care will incorporate
clauses that implement President Bush's directive on the Mexico City Policy as required.

FY 2004 Program:

Improve reproductive health services ($1,000,000). Additional reproductive health resources are planned
to ensure the proper training of the remaining sixteen districts in the counfry, ensuring 100% access to
quality services while solidifying the MOH’s commitment to family planning and reproductive heaith.

Reform the primary health care sector {($1,300,000). Continued repreductive health funding and increased
child survival funds will help ensure a comprehensive primary health care service with a women's health
focus. This includes a scaling up of reproductive health and family planning services.

Improve the quality of service and health information ($300,000), USAID will ensure that issues
surrounding quality when providing health services, including data and information systems, are
addressed and improved. Additionally, sound financial practices, critical to a sustainable health portfolio,
will be developed in collaboration with the Ministries of Health, Finance, and Local Governments.

Prevent the spread of HiV/AIDS ($400,000). New HIV/AIDS funds are planned to complete a behavioral
assessment related to at-risk HIV behaviors and develop a targeted intervention. This is particularly timely
since Albania has an increasing ST! rate and is located in the area in world with the highest exponentially
increasing rate of HIV in the world, even exceeding the worst pars of Africa.

Performance and Resulfts: Reproductive health services continued to expand its impact and improve the
quality of service. There is now a nationwide contraceptive reporting system with a 88% reporting rate,
more than 90% of those reporting have fully stocked facilities. In FY2002, 1,051 health educators and
family service providers received family planning, ante-natal, and ST( training. For the first time,
particularly influenced by the establishment of the Contraceptive Security Commission, the Ministry of
Health included a line item in their budget to pay for the purchase of contraceptives by Albanians for
Albanians. Couple-years of protection (CYP) have more than doubled during 2002, largely due to
USAID’s continued work and commitment in this sector.

During FY 2002, USAID laid the foundation for work in primary health care for women's health. This
primary health care work established pilot sites, designed a health information system, and placed
primary heaith care expertise at the local and national levels. This ted USAID to influence and shape
primary health care refarm discussions, and to leverage World Bank funding in the sector.

Also during this period, the Reproductive Health Survey questionnaires were developed and tested. The
study completed its data coliection during the field work period, in a culturally appropriate manner with an
approximate 90% response rate. This survey work is strengthening the capacity of iocal institutions in
research skills, project management, and data analysis.

Continued progress in this area will guerantee a comprehensive primary health care system that also
increases partners’ access to modern contraceptives.
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US Financing in Thousands of Dollars

Albania
182-0320 Health Sector Improvement AEEB
Through September 30, 2001
Obiigations 12,646
Expenditures 9,016
Unliguidated 3,630
Fiscal Year 2002
Obligations 3,515
Expenditures 2,601
Through September 30, 2002
Obligations 186,161
Expenditures 11,707
Unliguidated 4,454
Prior Year Unobligated Funds
QObligations 1,860
Planned Fiscal Year 2003 NOA
Ohbligations 3,000
Total Planned Fiscal Year 2003
Cbligations 4,860
Proposed Fiscal Year 2004 NOA
Obligations 3,000
Future Obligations 0

24,021

Est. Total Cos!
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Data Sheet

USAID Mission: Albania

Program Title: Spegcial Initiatives
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 182-0410
Status: : Continuing
Proposed FY 2003 Obligation: $3,720,000 AEER
Prior Year Unobligated: $1,397,000 AEEB
Proposed FY 2004 Obligation: $2,500,000 AEEB
Year of Initial Obligation: FY 1992
Estimated Completion Date: FY 2004

Summary: The USAID program is focused on technical assistance and fraining to complete the
implementation of targeted infrastructure and facilities, to support development and implementation of a
strategic action plan for the reform of the power sector, to help manage the first land registration, and to
establish a sustainable network for the return and reintegration of Albanian victims of trafficking.

Inputs, Outputs, Activities:

FY 2003 Program:

Energy sector ($1,000,000 AEEB). USAID will provide technical assistance and training for the
unbundling of the Albanian power company (KESH) into three operating units: generation, transmission,
and distribution. Also, USAID will provide technical assistance and training to help create an operating
unit that will provide the administrative, financial and iogistical support to the unbundled units. In keeping
with the terms of the Athens memorandum of understanding, technical assistance and training wili enable
the GoA to become an effective participant in the regional electricity program. With the increasing
complexity and diversity of the power sector, technical assistance and training in the area of legal and
regutatory matters will be provided to the Albanian regulatory agency (ERE). The USAID-supported
partnership between ERE and the Indiana State Utility Commission will continue.  Principal
contractors/grantees: CORE International, Pierce Atwood (Prime). United States Energy Association,
National Association of Regulatory Utility Commissioners (Sub).

Land registration (1,720,000 AEEB). Technical Assistance will be provided to manage the first land
registration activities. Maps for 50 urban cadastral zones, 80 corridor (right-of-ways) cadastrai zones, and
100 tourist cadastral zones wiff be produced. Principal contractors/grantees: Associates for Rural
Deveiopment (Frime) and Immoveable Property Registration System (Sub).

Anti-trafficking ($1,000,000 AEEB). Work is being developed with international and locally based
organizations, including NGOs, to initially incorporate lessons learned from the relatively smail and
focused work completed in FY 2002 and build upon that experience. This work will not only address the
needs of the women and children affected by this practice but will also serve to build the internal capacity
of those organizations that are working in the area of anti-trafficking. In addition to further developing the
care and support components, additional time and resources will be directed at further developing
effective prevention tools as well as researching the many shady areas that no one is cognizant of at this
time. Contractors/grantees to be determined.

FY 2004 Program:

Energy ($1,000,000 AEEB). USAID plans to continue its technical assistance and training support with
the unbundling of KESH and with the creation of the operating unit. Technical assistance and training is
planned for assisting ERE to strengthen the legal and regulatory environments.

Anti-trafficking ($1,500,000 AEEB). USAID plans to continue its technical assistance and training to build
internal capacity of organizations serving victims of trafficking, to strengthen the care and support
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components of the reintegration process, expand the prevention activities nationwide, and strengthen the
reintegration network and its capabilities.

Performance and Resuits: USAID energy seclor assistance responded to an urgent request by the
World Bank to draft a major policy statement with specific commitments for energy sector reform. The
policy statement was prepared with substantiai government and KESH collaboration. The policy
statement was presented by the GoA to donors in Brussels and approved. Subseguently, more than $120
million in donor commitments for energy sector projects were made thanks in large part to the policy
statement. Draft iaws for energy sector reform and regulations and practical training in the US for ERE
staff and energy commissioners was provided. Progress in the unbundling of KESH was made as an
advisor worked along side the Minister and senior officials during the year. Four internships were provided
to KESH and 24 KESH staff received training in various aspects of unbundling the national power
company.

All land expropriated by the post-communist governments for roads and highways has now been
registerad. For the restoration of the railroad, the GoA has shifted the emphasis from east-west to south-
north as the priority direction for rail loads. This has provided a direct link through Montenegro to the large
markets of Europe. A monitoring system has been developed to institutionalize construction performance
and accountabiiity, enabling the government to draw down on credits for construction of roads and water
systems. A port master development plan for Durres, the main port in Albania, has been developed. Once
the master plan is approved by the European Investment Bank and European Bank for Reconstruction
and Development, up to $34 million worth of construction credits wili be released for construction of port
cargo handling facilities.

As a result of USAID's efforts in anti-trafficking, three sheiters were established and are fully functioning.
This was the first time that Albanians’ needs were directly addressed in their country of origin. These
shelters, designed for either Aibanians or third country nationals transiting Albania, reached more than
260 women and girls who were victims of trafficking and the primary interventions at the centers are long
term in nature. The goal of these centers is to achieve effective reintegration of the women and giris into
society. While in the shelters, all the women and girls received medical care, psycho-social counseling,
and social services by the shelter. Additionally, vocational training is provided by women interested in
returning 1o the workforce while younger women and children’s educational needs were addressed in an
effort to assist in their reintegration into the society. During the reintegration process, USAID and other
donars, NGOs, and the public sector have worked towards establishing a reintegration support network.
This emerging support network provides services ranging from care & support as found in these sheiters
to protection o access to legal services (e.g. in the case where those trafficked choose to prosecute).
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US Financing in Thousands of Dollars

Albania

182-041C Special Initiatives AEEB ESF
Through September 30, 2001
Obligations 30,826 11,880
Expenditures 21,622 11,880
Unliquidated 9,204 0
Fiscal Year 2002
Obligations 1,503
Expenditures 8,282
Through September 30, 2002
Obligations 32,329 11,880
Expenditures 29,904 11,880
Unliquidated 2,425 0
Prior Year Unobligated Funds
Obligations 1,397 0
Planned Fiscal Year 2003 NOA
Obligations 3,720 0
Total Planned Fiscal Year 2003
Obligations 5117 0
Proposed Fiscal Year 2004 NOA
Obligations 2,500 0
Future Obligations 0 0

39,946 11,880

Est. Total Cost
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Data Sheast

USAID Mission: Albania
Program Title: Cross-Cutting Programs
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 182-0420
Status: Continuing
Proposed FY 2003 Obligation: $2,500,000 AEEB
Prior Year Unobiligated: $1,341,000 AEEB
Proposed FY 2004 Obligation: $2,955,000 AEEB
Year of Initiai Obligation: FY 1992
Estimated Complation Date: FY 2004

Summary: This program is primarily focused on serving the participant training needs of all USAID-
funded activities under other Strategic Objectives. A small grants program is available which is used by
returning participants to implement activities related to their training. Also, an audit, evaluation and
program support component provides resource for designs, evaluations, and program support.

inputs, Outputs, Activities:.

FY 2003 Program:

USAID will obiigate {$2,500,000 AEEB) to implement its cross-cutting programs. Activities under this
strategic objective benefit all Mission activities. USAID will continue its training efforts in support of the
growth of private enterprise, strengthening citizen participation and the rule of law, and improved health
care. Qver 800 participants will be trained this year.

in support of the growth of private enterprise, several training events and foliow-on grants are planned to
improve the ability of institutions to better impleament land registry, provide insurance, serve the real needs
of small and medium enterprises, whether 1o access credit, address issues of corruption, or improve their
production and marketing strategies. i is expected that at least 115 people will receive training in the
private enterprise sphere. in the field of agriculture, several programs will assist producers of herbs and
vegetables as well as agricultural cooperatives and agricultural vocational schools. In total, 135 people
will receive training in agriculture-related activities.

USAID will work on strengthening citizen participation and legal systems by providing training or grants to
assist: local governments with revenue collection, anti-corruption efforts, solid waste management;
political parties with party strengthening: and iccal eiection officials with the opportunity o observe
election procedures. Over 155 participants will be trained under this rubric. The judiciary will be assisted
with training or grants to improve court administration as well as skills in court room advocacy, especially
reiated to trafficking of humans. Over 155 participants will be trained in judicial related activities.

Training programs and grants will be utilized to improve primary health care in selected areas, while
improved health care information management systems and awareness of family planning options will be
expanded into remote rural areas. Approximately 240 participants will receive training for heaith related
activities.

The Audit, Evaluation and Program Support (AEPS) program serves as the principal resource for activity
design, evaluation and program support. AEPS continues to fund Foreign Service National Personal
Service Contractor (PSC) and USPSC pusitions in support of specific strategic objectives. The Mission
also uses these funds to train staff and implement the Agency's performance based management
policies. [n addition, these funds will be used for the lease and other services related to the relocation of
USAID offices.

FY 2004 Program:
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USAID plans o continue its training and small grants programs {$2,955,000 AEEB). Work in private
enterprise is planned to support next step efforts in small and medium enterprise development and
access to credit. Training programs and small grants in support of infarmed citizen participation and
strengthened legal syslems in FY 2004 are pianned to strengthen the ability of institutions and
organizations to fight corruption, conduct free and fair elections, and offer improved services to citizens at
the municipal level. Training resources are also targeted on strengthening the quality of prirnary heaith
care and access to family planning.

Performance and Results: Eighteen training programs were organized in direct support of USAID's
strategic objectives. Two Albanians took part in a conference in the US, while another 68 took part in
training programs or conferences in other Western or Eastern European countries. USAID also sponsored
six in-country training programs in which 317 Albanians were trained, 54% of them women. [n addition to
training programs, USAID administered five grants to former training program participants to implement
training related follow on activities. Whether through carrying out grant activities or in-counfry training
programs, many inexperienced local organizations and institutions improved their ability to organize and
financially manage effective training and development activities.

Among the small grants, one enabled willow producers to import a much needed hybrid type of willow that
should revive the wicker industry, a traditionally labor intensive sector.

Tangible resulls have already been achieved via training programs conducted this period. Judges and
bailiffs offices have begun to properly apply the law on secured financing, thereby increasing the
likelinood of loan repayment and further lines of credit. Various towns have greatly improved their solid
waste management and involvement of citizens in local government budget planning. Albania will soon
have a functional legal framework for organic agriculture as well as inspectors. Olive oil processors are
now able to produce quality extra virgin olive oil.
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US Financing in Thousands of Dollars

Albania

182-0420 Cross-Cutting Programs AEEB ESF
Through September 30, 2001
Obligations 9,161 120
Expenditures 6,657 120
Unliguidated 2,604 4]
Fiscal Year 2002
Obligations 1,873 4]
Expenditures 2,897
Through September 30, 2002
Obligations 11,034 120
Expenditures 9,454 120
Unliquidated 1,580 0
Prior Year Unobligated Funds
Obligations 1,341 0
Planned Fiscal Year 2003 NOA
Obligations 2,500 0
Total Planned Fiscal Year 2003
Obligations 3,841 0
Proposed Fiscal Year 2004 NOA
Obligations 2,955 }]
Future Obligations 0 0

17.830 120

Est. Total Cost
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Bosnia and Herzegovina

The Development Challenge: Seven years after the end of the war, Bosnia-Herzegovina {BiH) is still
struggling to overcome the poiitical, economic and societal effects of the conflict. After two years of
moderate--but ineffectual rule, many voters stayed home on election day. Although the nationalist parties
lost ground in numbers of voters (compared to prier elections), the citizens who went to the polis in
October 2002 put the hard-line parties back in power at the State level and in both entities. As these are
the same naticnalist parties that drove BiH into the war, the task of promoting cooperation and reduction
of political and administrative barriers among the entities may become more chaltenging in the near
future. 1t is not yet clear how the shift back to nationatism will affect the high number of minority refugees
who are continuing the return to their pre-war homes. In the first nine months of 2002, over 80,000
minority returns were recorded throughout the country. Many of these returns are taking place in areas
such as Srebrenica, where some of the worst wartime atrocities took place. On the aconomic front, BiH
also faces unique chalienges. Unlike many other former communist countries in the region, BiH never
experienced an economic collapse until the advent of war. As a consequence, policymakers often look
back to the pre-war years as a model for sconomic transformation rather than embracing market-driven
reforms. Official figures for unemployment hover at 40%. However, some experts think the true figure is
closer to 25% due to the large grey economy, which has played a vital role in keeping the country afioat
and avoiding civil unrest. Most observers, however, feel that BiH is far enough elong in its transition to a
market economy that the grey economy has outiived its usefulness-especially since its negative effects
include erosion of the government's tax base, preventing it from providing needed public services.
Bureaucratic barriers to starting new businesses are so cumbersome that the Office of the High
Representative (OHR) recently created a taskforce to find ways to lessen the administrative burdens.
Corruption is also a problem. According to Human Rights Watch, trafficking in women and children
continues to flourish. It is estimated that over 2,000 victims have been trafficked into BiH.

U.S. foreign policy priorities in BiH include: fighting corruption, terrorism, organized crime--including
human trafficking; building a viable and democratic criminal justice system; building effective and
integrated state-level law enforcement institutions; developing a state-level unified military eligible for
membership in NATO's Partnership for Peace program; accelerating BiH's progress toward transition to a
market economy; and promoting demaocratic institutions capable of successfully resolving political
disputes, particularly those arising from ethnic differences.

The USAID Program: The U.S. assistance program strives for a stable Bosnia-Herzegovina with a
functioning and dynamic free market economy and a democratic society. The Data Sheets provided
below cover the three strategic objectives for which USAID is reguesting funds. Since its inception in
1865, USAID's program portfolio in BiH has shifted focus from an emergency assistance program
designed to restore basic living conditions and enable the restart of economic activities, to one with the
following three strategic objectives: 1) accelerated development of the private sector (by supporting
macroeconomic reforms, sound fiscal policies, and a viable banking system), 2) a more participatory,
inclusive demaocratic society (by fostering a professional, independent judiciary, independent media, free
and fair elections, a responsive and transparent government, and citizen advocacy caming from a robust
civil society); and 3} sustainable minority returns {through the provision of community based infrastructure
and services).

On the economic front, among the new programs to be established in FY 2003 are: 1) Targeted
assistance to provide comprehensive technical and financial assistance to key industries that offer BiH
the greatest opportunity for growth; and 2) Technical assistance to establish commercial sections in the
courts, and to train judges, appraisers, lawyers and trustees in improved mechanisms to expedite
commercial legal disputes.

USAID-sponsored courses dealing with credit risk and consumer iending are also helping banks to

increase their lending significantly. A comprehensive assessment of banking needs directed USAID to
support the creation of 2 movable property collateral registry which will further lift constraints to lending.
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Refugee returns wili be facilitated by USAID through the year with the repair of community-level
infrastructure as well as provision of small income generation grants and loans to returnees.

In the fall of 2002, USAID entered into a contract for 2 new three-year activity that will address
administrative obstacies to the rule of law at the municipal and cantonal levels, thereby providing crucial
assistance in an area of reform otherwise neglected by the international community in BiH. Rule of law
will also be strengthened in FY 2003 as ABA-CEELI continues to work on major reforms such as
developing the bar, working with OHR on legal reforms and promating legal advocacy.

In FY 2003, USAID plans to target resources towards assisting vulnerable segments of society. These
efforts will be based on USAID’s support in 2002 for a UNICEF-led assessment of children at risk in BiH.
The assessment helped build the capacity of local partners in conducting participatory research with
children and will be followed by a series of action plans to address the findings. USAID/BiH, through the
International Organization for Migration (IOM) is providing support for safe houses that provide housing
and medical care for trafficked women. The effort has assisted over 400 women to date.

In FY 2003, USAID will also continue to complement its three strategic objectives by sponsoring
participant training for decision makers throughout the country. Previous training topics have ranged from
international accounting standards to multiethnic governance to legislative drafting. The training
strengthens the knowledge and skills of BIH professionais by offering an opportunity to examine U.S.
models and approaches. Competitively selected participants are those with decision-making roles in their
organizations who will have an immediate and substantial impact on effecting change in Bosnia and
Herzegovina.

Other Program Elements: USAID/BiH currently manages or funds all of its ongoing programs.

Other Donors: The World Bank and European Union (EU) are the two largest donor institutions in BiH,
with the U.S. being the largest bi-lateral donor. Other significant contributors include the German,
Swedish, Dutch and .Japanese governments, as well as the European Bank for Reconstruction and
Development (ERBD). USAID works closely with the German, Swedish, and Dutch governmenis which
support minority returns through housing reconstruction in areas when USAID funds infrastructure. USAID
has worked closely with the World Bank in the water sector, and the EU has played a major role in
reforming water laws and policies on the entity level. USAID also has close coliaboration with other major
donors in the World Bank Power Il project. Partners in this project include the Spanish, Italians,
Norwegians, Japanese, Canadians, and EBRD. On the economic front, USAID works closely with the
Eurcpean Commission, the World Bank, and the Germman assistance agency Society for Technical
Cooperation {(GTZ) in carrying out its activities. Ruie of Law activities are coordinated closeiy with the
Office of the High Representative (OHR).
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Bosnia and Herzegovina

PROGRAM SUMMARY
{In thousands of dollars)
Accounts FY 2001 FY 2002 FY 2003 FY 2004
Actual Actual Prior Request Request
Asst. for E. Europe and the Baltic States 79,924 65,005 50,000 44 000
Total Program Funds 79,924 65,005 50,000 44,000
STRATEGIC OBJECTIVE SUMMARY
168-013C Economic Restructuring
AEEB | 10,667] 18,297 10,158| 13,207
168-0210 Mutti-Ethnic Democratic Society
AEEB { 7,232 16,739 11,624] 9,709
168-0310 Reduced Human Suffering and Crises Impact
AEEB | 41,455) 0 0} 0
168-0311 Minority Returns
AEEB b 1,054 11,783 8.273} 3,184
TRANSFER :
AEEB ! 19,516 18,186 19,945] 17,800
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Data Sheet

USAID Mission: Bosnia and Herzegovina
Program Title: Economic Restructuring
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 168-0130
Status: : Continuing
Proposed FY 2003 Obligation: $10,158,000 AEEB
Prior Year Unobligated: $14,465,000 AEEB
Proposed FY 2004 Obligation: $13,207,000 AEEB
Year of Initial Obligation: FY 2001
Estimated Completion Date: FY 2006

Summary: USAID's program to accelerate development of the private sector includes: improved
management of government expenditures through a transparent and efficient treasury function; a
functioning competent commercial law regime that upholds the rule of law in business transactions and
builds investor confidence; an accountable, transparent, and modem tax administration that streamlines
compliance and reduces tax evasion; improved financial intermediation to entrepreneurs by commercial
banks through identification of potentially profitable lending gaps and design and implementation of new
products; strengthening of business advocacy groups' ability to improve the policy environment which will
promote investment in BiH and increase public access to economi¢ information affecting such policy
debates.

Inputs, Outputs, Activities:

FY 2003 Program:

Fiscal policy ($2,591,500 AEEB). USAID will use FY 2003 funds to advance an ongoing effort to
modernize and strengthen all 10 Cantonal treasuries in the Federation of Bosnia-Herzegovina. This will
further strengthen trapsparency and accountability in public finances, and enable improved budgeting
processes. It will eventually produce a healthier fiscal balance. The principal contractor is Deloitte
Touche Tohmatsu.

Financial sector development ($550,000 AEEB). USAID will continue to fund the financial sector
business advocacy activity, aimed at increasing financial intermediation through estabiishment of a group
of senior banking leaders, who will work together to identify new market opportunities. The principal
contractor is iBM/PriceWaterhouseCoopers.

Commercial law reform ($6,600,000 AEEB). This major new activity to strengthen the commercial law
regime will focus specifically on implementing of bankruptey and collateral faws. 1t will aim to establish a
sustainable commercial law training institute at which over 50 judges, 100 lawyers, and 200 trustees will
be trained in liquidation and reorganization proceedings. The activity will provide those involved in
bankruptcy proceedings with opportunities to work on actual pilot cases, The commercial law training
institute will also train over 50 judges, 100 lawyers, and 50 appraisers in implementation of the collateral
taws. Bankruptcy and collateral laws will be introduced as an integral part of law faculty curriculum in 3
universities.  Participant training in activity areas will also be provided. USAID will select a new
implementer for this effart.

Small and medium enterprise (SME) business support ($417,000 AEEB). USAID will continue to work on
business investrment, targeting SME growth in the agribusiness, tourism and wood processing industries,
and will use credit guarantees through the Development Credit Authority (DCA) to stimulate development
of SMEs. In a country with 40% unemployment and a recent history of confiict, stimulating the
deveiopment of SMEs is imperative to both economic growth and political stability. The principal
implementers are Barents/Bearing Point, Center for International Private Enterprise (CIPE), Financial
Sector Volunteer Corps (FSVC).
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FY 2004 Program;
Business education ($3,080,000 AEEB). USAID will work to improve business education and introduce
modermn management concepts in partnership with a western institution.

Financial sector development ($5,550,000 AEEB). USAID intends to support development and regulation
of the insurance industry and develop an environment for asset-based lending and a healthy foundation
for domestic corporate debf markets. The effort to strengthen the commercial law regime will continue.

Small and medium enterprise (SME) business support ($4,577,000 AEEB). USAID plans to continue and
deepen support to SMEs through targeted assistance to sectors holding the potential for economic growth
in BiH - agribusiness, wood processing and tourism. This will include further use of credit guarantees
through DCA.

Performance and Results: USAID's work developing the private sector resulted in three significant
resuits in 2002: 1) the establishment of a state-level deposit insurance agency; 2) growth in banking
deposits of around 30% in both entities of BiH; 3} the implementation of new financial management
systems in both entities that averted roughly $27 million in unbudgeted commitments in the first eight
months of operation.

The renewed confidence in the banking sector is particularty striking, as most Bosnian citizens lost their
savings twice in the last two decades: once in the late 1980s when the socialist government seized hard
currency accounts, then again during the recent war. Deposits have increased considerably, enabling
greater lending. A recent positive development is that residents of the Republika Srpska (RS) are now
increasingly depositing their savings in banks located in the Federation of Bosnia-Herzegovina. The
establishment of a state-wide deposit insurance agency will build on that increase in citizen confiderice,
insuring all citizen deposits up to 5,000 KM (roughly $2,500). A state-wide deposit insurance agency
spreads the risk exposure and funding over a larger base, and offers RS banks a chance at deposit
insurance that they could not have affoerded on their own. All Bosnian banks must meet new deposit
insurance criteria by August 2003, or lose their licenses, a provision which will further strengthen and
consolidate the banking sector, again reinforcing citizen confidence.

The establishment of single treasury accounts for each entity and the state gavernment has also greatly
rationalized the budget process, improving the accountabiiity for expenditure of public funds. Such "single
window" treasury accounts prevent ministries from diverting funds to ghost employees or to favorite
banks. The IMF has aiso praised the enormous improvement in reporting capability and the entities’
capacity for production of auditable statistics now that new financial management systems have been
introduced. These tools give the governments the ability to analyze their own spending, project shortfalls,
and introduce a new level of transparency in the budget and expenditure systems. The establishment of
single treasury accounts for each entity and the state government has also greatly rationalized the budget
process, improving the accountability for expenditure of public funds.

important future results of this program will be: 1) the establishment of a competent functioning
commercial law regirme; 2) transparent and streamlined budget formulation and execution in all 10
Cantons of the Federation; 3) a fully functional, transparent and accountable tax administration system
that unites all three parts of BiH {Fedsration of Bosnia-Herzegovina, the Republika Srpska, and the Brcko
District) into a single economic space; 4) increased availability of financial products appropriate to
entrepreneurs; and §) increased participation by business associations in the economic reform process.
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US Financing in Thousands of Dollars

Bosnia and Herzegovina

168-0130 Economic Restructuring

AEEB

Through September 30, 2001

Obligations 0

Expenditures

Unliquidated 0

Fiscal Year 2002

Obligations 14,408

Expenditures 2,567

Through September 30, 2002

Obligations 14,498

Expenditures 2,567

Unliguidated 11,931

Prior Year Unobligated Funds

Obligations 14,465

Planned Fiscal Year 2003 NOA

Obligations 10,158

Total Planned Fiscal Year 2003

Obligations 24,623

Proposed Fiscal Year 2004 NOA

Obligations 13,207

Future Obligations 0
52,328

Est. Total Cost
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Data Sheet

USAID Mission; Bosnia and Herzegovina
Program Title: Multi-Ethnic Democratic Society
Pillar: Democracy, Canflict and Humanitarian Assistance
Strategic Objective: 168-0210
Status: Continuing
Proposed FY 2003 Obligation: $11,624,000 AEEB
Prior Year Unobligated: $9,466,000 AEEB
Proposed FY 2004 Obligation: $9,709,000 AEEB
Year of Initial Obligation: 2000
Estimated Completion Date: 2007

Summary: This Strategic Objective focuses on three intermediate results: 1) Increased citizen
participation in political and social decision making;, 2) Strengthened legal systems that promote
increased access to justice; and 3) More responsive, transparent and accountable governance. The
Mission’s democracy portfolio has moved from a macro-level focus to a focus on the iocal level where
changes can be effected that improve the life of the average citizen and offer them greater opportunities
for participation and control over the direction their country takes.

inputs, Outputs, Activities:

FY 2003 Program:

Legal systems ($2,071,000 AEEB). Emphasis is piaced on activities promoting greater transparency in
legal institutions, improved court and prosecutor management and administrative capacities, the
professicnalization of lawyers, judges and administrative personnel, an independent judiciary and the
creation of an effective demand for justice by citizens. This program will be expanded in FY 2003. A
component also has been added to provide support for State Court operations and administration. Other
donors are also active in this sector, but unfortunately poorly coordinated and with few active projects.
Principle implementers are ABA/CEELI and the Center for Institutional Reform and the Informal Sector
(IRIS).

Political processes ($2,043,000 AEEB). A cooperative agreement with the National Democratic institute
(NDI) provides technical assistance and training to Bosnian political parties, and the Entity and State
iegistatures. A cooperative agreement with the International Foundation for Election Systems (IFES)
focusing on electoral administration and training for election officials requires no additional funding. The
next phase of assistance to strengthen political processes will continue the work of NDI at a reduced
level. To promote more fact-based public policy debate, USAID will award a new grant mechanism to
support NGOs that can undertake public policy analysis and advocate independent positions on major
issues based on objective criteria. Implementers to be determined in second quarter of FY03.

Citizen participation ($3,600,000 AEEB). USAID's program develops and nurtures a core group of NGOs
capable of leading sector and social reform. USAID targets four major sectors of activity, including
democracy and human rights, rule of law, economic development, and social safety nets. The
Independent Media Program helps develop a more politically secure and sounder financial base that will
allow the consolidation of the media sector in a free market economy and democratic society. A new
activity, implementer to be determined, will provide more focused assistance on business sustainability for
print and broadcast media organizations and enhance investigative journalism to expose corruption.
These activities will comprise our exit strategy from the media sector. The principal implementer is the
International Research and Exchanges Board (IREX).

Local governance {$3,910,000 AEEB). USAID is promoting efficient, transparent local governance in

Central Bosnia through an approach which improves services from local governments and strengthens
business and homeowner associations. A second local government initiative, the Local Government
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Support Activity, began in September 2002. It wil! allow seven municipal governments in Northern Bosnia
{including Brcko District) to dramatically improve their service provision. The pringipal implementers are
the Cooperative Housing Foundation (CHF) and PADCO, inc.

FY 2004 Program: .
Rule of law ($2,737,000 AEEB). USAID plans to continue support to rule of law and justice sector reform
in FY 2004 with added emphasis on the courts. Implementers to be determined.

Govemnance ($2,111,000 AEEB). USAID will address issues pertaining to municipal elections in Bosnia-
Herzegovina, with particular focus on deemphasizing ethnic divisions and towards greater emphasis on
substantive local governance issues. In addition, a main challenge in FY 2004 will be disseminating best
practices from its two targeted local governance activities to the nation's 150 municipal governments.
Implementers to be determined ’

Civil society ($2,352,000 AEEB). USAID plans to continue support to civil society groups in FY 2004, with
particutar emphasis on direct grants {0 indigenous organizations that have demonstrated the capacity to
be viable NGOs praviding advocacy, social services, or other forms of support to citizens. USAID will
continue to provide support throughout BiH to members of the independent broadcast and print media
that have demonstrated the capacity to be viable and independent sources of news and programming. In
addition, USAID will continue to support the establishment of indigenous institutions responsible for
enforcing balanced policy objectives related to the media sector. Implementers to be determined.

Palitical Processes ($1,760,000 AEEB). USAID will continue to assist in the development of a more
competitive and inclusive political precess through support to political parties oriented towards democratic
principles. USAID will assist political parties and partiamentary bodies in their efforts to reach out to a
wider constituent base and to provide more effective representation. USAID will address issues pertaining
to municipal elections in BiH, with particular focus an steering municipal politics away from ethnic issues
and toward substantive local governance issues.

Children at risk ($749,000 AEEB). USAID helped fund an assessment conducted by UNICEF of BiH's
most vulnerable children and the capacity of the government and society to meet their needs. USAID
plans to continue its involvement by helping to design and implement action pians based on the results of
the assessment.

Performance and Results: USAID support will increase access to independent sources of information by
. strengthening the profitability and sustainability of print and broadcast media. A strengthened media
sector will help increase the accountability of politicians and institutions between elections through use of
investigative reporting that highlights problematic conduct. Access to justice will be strengthened through
the increased efficiency and professionalism of judiciai and administrative decision making processes.
Lawyers, judges, and prosecutors will be better equipped to provide fair and just solutions to legal
problems. Political processes will be made more representative, through USAID-sponsored work with
political parties and legislatures. Parties will be given tools to respond better ta citizens and their own
membership. Grassroots input into the political process will be strengthened with technical and material
assistance provided to NGOs in Bosnia-Herzegovina. NGOs and civil society organizations will gain
increased credibility and stature through their advocacy and service delivery activities. Municipal
governments in Bosnia-Herzegovina will be better able to serve their citizens through increased
efficiencies in service delivery. Local governments will be better able to attract and keep businesses and
jobs. Municipal governments will be better able to engage in long-term financial planning, and will be able
to better access credit markets.
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US Financing in Thousands of Dollars

Bosnia and Herzegovina

168-0210 Mutti-Ethnic Democratic Society

AEEB

Through September 30, 2001

Obligations 0

Expenditures 0

Uniiquidated 0

Fiscal Year 2002

Obligations 15,739

Expenditures 3,757

Through September 30, 2002

Obligations 15,739

Expenditures 3,757

Unliquidated 11,882

Prior Year Unobligated Funds

Obiligations 9,466

Planned Fiscal Year 2003 NOA

Obligations 11,624

Total Planned Fiscal Year 2003

Obligations 21,090

Proposad Fiscal Year 2004 NOA

Obligations ' 9,709

Future Obligations 0
46,538

Est. Total Cost
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Data Sheet

USAID Mission: Bosnia and Herzegovina
Program Title: Minority Returns
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 168-0311
Status: Continuing
Proposed FY 2003 Obligation: $8,273,000 AEEB
Prior Year Unobligated: $844,000 AEEB
Proposed FY 2004 Obligation: $3,184,000 AEEB
Year of tnitial Obligation: 2001
Estimated Completion Date: 2005

Summary: USAID's program assists minority returnees and displaced persons return to their homes,
thus reestablishing multi-ethnic society. The program focuses on access to basic utilities and services,
improving economic self-sufficiency, and institutional strengthening of power and water sectors for the
continued delivery of basic services.

Inputs, Outputs, Activities:

FY 2003 Program:

Access to basic services ($2,513,000 AEEB). USAID will use FY 2003 funds to benefit 4,000 households
of returning minorities, currently residing in the Federal Republic of Yugoslavia, to their communities
through the provision of basic services such as water and electricity, schools, health clinics and
transportation services (streets, small roads, and bridges). USAID will continue leveraging its resources
by entering into partnerships with other donors, or lacal authorities who will provide funds for housing
reconstruction. Parsons of Delaware is USAID's prime contractor. Infrastructure activities will also be
implemented through assistance grants with International Rescue Committee, American Refugee
Committee, Catholic Relief Services, World Vision, Mercy Corp, International Orthodox Christian Charities
and local contractors.

Improving economic self-sufficiency ($5,760,000 AEEB). Strengthening economic activities in returnee
communpities ensures the sustainability of those who have returned. In order for these returnees fo
prosper and stay in their communities, USAID will support approximately 2,000 small income generation
grants and 350 loans to individuals, community groups, businesses, and legal aid services, as well as
linkages between producers and internal and external markets. Support will be carried out through three
micro-credit providers: United Methodist Committee on Relief, American Refugee Committee and Women
for Women.

FY 2004 Program:

Improving Economic Self-Sufficiency ($3,184,200 AEEB). In FY 2004, USAID will focus on the economic
sustainability of the minority returnees through the micro-credit grants and loans program. USAID will no
longer provide funds for reconstruction of basic infrastructure. USAID anticipates the continued
involvement of key partners including United Methodist Committee on Relief, American Refugee
Committee, International Rescue Committee and local contractors.

Performance and Results: USAID's support for minority returnees is leading to higher numbers of
sustainable returns. By program completion, USAID will have provided 115,000 minority returnees with
the basic services necessary to reestablish life in their communities. Of those who have returned, 70%
will be able to support themselves sconomically. This is expected to diminish the support for and strength
of hard-line nationalist parties and re-establish a more representative society. USAID is on track toward
achieving these goals having already provided 650 income generation loans, including social ioans which
require no or partial repayment, and micro loans for minority business owners seeking to re-start or
expand their businesses. These icans are providing returnees with the means to achieve economic self-
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sufficiency. In addition, in FY 2002, USAID restored electricity to 14,800 minority returnees, potable water
to 10,112 minority returnees and reconstructed schools enabling 2,400 new students to attend classes.
USAID foresees the completion of all returnee assistance by the end of FY 2005.
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US Financing in Thousands of Dollars

Bosnia and Herzegovina

168-0311 Minority Returns

AEEB

Through September 30, 2001

Obligations 0

Expenditures 0

Uniiquidated 0

Fiscal Year 2002

Obligations 7,494

Expenditures 616

Through September 30, 2002

Obligaticns 7,494

Expenditures 616

Unliquidated 6,878

Prior Year Unobligated Funds

Obligations 844

Planned Fiscal Year 2003 NOA

Obligations 8,273

Total Planned Fiscal Year 2003

Obligations 9,117

Proposed Fiscal Year 2004 NOA

Obligations 3,184

Future Obligations 0
19,795

Est. Total Cost
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Bulgaria

The Development Challenge: The transition from communism has been slow and troubled in Bulgaria.
Despite the exceptional progress of the past five years, the country remains very poor by any European
standard. Macroeconomic stability and democratic politics have not transformed yet into tangible
economic and social improvements. Bulgarians are frustrated and angered by the influence of organized
crime and endemic corruption. In a nut shell, democracy and market economy in Bulgaria are stuck in
their adolescence.

The invitation to join NATO extended to the country on November 21, 2002 and the Roadmap for EU
accession released by the Union in December are the two key events that will shape the development
environment in the next 4-5 years. Acting already as a “de facto ally”, Buigaria becomes even more
impartant as an anchor of stability in the region and as a development model for its neighbors. By virue
of its geographic position the country has an important role in preventing gray arms transfers, supporting
the war on terrorism, and in countering significant international criminal activities including trafficking in
people, drugs and weapons. The growing internationat importance of Bulgaria to U.S. national interests
makes it crucial for them fo address development constraints while proving the country as a reliable
NATO partner.

Within this international context, several alarming political trends have characterized Bulgaria for the past
two years: a growing gap between popular expectations and the political elite's agenda, plunging trust in
the public institutions, and general disengagement from public life. In addition to this mounting political
apathy, the ruling majority is further troubled by internal disagreement and poor coordination among the
state institutions. Major deficiencies in enforging the rule of law exacerbate this plummeting public trust in
the state institutions. The Bulgarian judiciary remains weak, poorly administered, under-funded, and low
in morale. Crime and corruption continue to be major problems, with excessive discretionary power at all
levels, over-bureaucratized and ineffective administrative systems, legisiative gaps, weak law
enforcement, and insufficiently developed oversight mechanisms. With regard to local governance, the
significant policy advances in fiscal decentralization made during the past year remain to be transiated
into specific legislative measures and state budgets. While the Bulgarian Government remains committed
to the reform, the pace is still slow. The upcoming municipal elections in late 2003 may further delay the
process.

in economic terms, Bulgaria has managed to sustain solid macraeconomic performance and sound fiscal
poiicies. Bulgaria has enjoyed sustained 4% average real GDP growth for five consecutive years.
Annual cumulative inflation declined from 579% in 1997 to 2.5% as of November 2002. Despite these
favorable macroeconomic trends, overall annual economic growth for 1990-2000 is still negative. Foreign
direct investment in FY 2002 was disappointingly low, marking a 37% decrease relative to the same
period in FY 2001. Though improving, the overall business climate is hindered by frequent changes in the
legisiative framework, excessive regulation, poor contract enforcement, lack of transparency, and other
administrative barriers. Access to credit for the private sector, especially SMEs, is still low; and the
capital market underdeveloped. On the external market, the economy's competitiveness remains
relatively low, regardiess of the EU's decision to recognize Bulgaria as a functioning market economy,
albeit with reservations. While second stage economic reforms continue, the restructuring of key large-
scale industries remains incomplete.

With a minimum monthly wage of $50, an average working salary of $134, and an average pension of
$50, Bulgaria has the lowest income level in Central and Eastern Europe. Although poverty has slightly
decreased in the past years, GDP per capita is only one-half the Central European average and merely
one-fourth of the EU average. Unemployment, officially estimated at 17%, is among the highest of all
transition countries, with long-term joblessness accounting for 60% of the registered unemployed. Every
third unemployed is a young person and every fifth is aged over fifty. This dramatic deterioration of the
living standards has disproportionately affected certain vulnerable groups like the elderly, chiidren,
minorities, and women, while the existing social assistance system has failed io adequately respond to
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their needs. Regional disparities are growing and the demographic decline exacerbating, as a result of
declining birth rates, rising mortality, and continuing emigration.

National security is the overriding U.S. national interest in Bulgaria, embodied in the goals of
counterterrorism, regional stability, international crime and drugs, economic prosperity and security, and
democracy and human rights.

The USAID Program: Members of United States government agencies conducted a review of the USG
assistance program to Bulgaria in Washington on December 12-13, 2002. The interagency group agreed
upon assistance priorities, time frame and funding levels for SEED programs. It was agreed that Bulgaria
would graduate from the SEED assistance in 2007, with the last year of funding in FY 2006, in
expectation that Bulgaria will achieve its development goals and be invited to join the European Union
then. The interagency group concluded that steady SEED assistance through FY 2006 ($28 million/year)
could raise Bulgaria's ability to sustain reforms and overcome pervasive corruption and serious gaps in
law enforcement. The U.S. government's top priorities include: (1) rule of law, crime and anti-corruption;
(2) economic growth and job creation; and (3) strengthening local government. Assistance in these areas
is important to U.S. interests and will be tightly conditioned in order to further speed the pace of the
reforms and guarantee the Government of Bulgaria's support. Selected lower priority programs like
pension and health reforms will continue to preserve the investment to date. Modest assistance to
disadvantaged minorities will be provided as well. USAID/Bulgaria is working on its recommendations for
a graduation strategy that will restructure and re-package current activities and will consider the launching
of new ones to address the agreed upon priorities. The document wili be ready for review and approval in
the spring of 2003. Meanwhile, the Mission is already reshaping its program to address the three top
priorities, as defined during the December review. The Program Data Sheets follow the structure of the
current strategic document and cover the seven strategic objectives for which USAID is requesting FY
2003 and FY 2004 funds. Nevertheless, the funding levels of the specific program categories address the
newly defined and agreed upon USG assistance priorities in Bulgaria.

In FY2003 and FY2004, USAID will address deficiencies in the rule of law area by continuing its efforts to
modernize the Bulgarian court administration, improve the professionalism of the judiciary, and increase
the transparency of the public administration through enhancing the internal controls and investigative
capacity within the central government. The Mission will seek to improve the Buigarian business climate,
boost economic growth, and contribute to job creation by improving the legal/regulatory environment,
enhancing the competitiveness of priority industry clusters, facilitating trade, providing access to credit,
and supporting public-private dialogue on strategies for private enterprise growth, leading to job creation
and improved living standards in the country. USAID will launch a2 new program in FY 2003 that will
assist the establishment of a sound energy legal framework and regulatory system. Recognizing the
importance of fiscal and administrative decentralization, USAID will promote the adoption of a favorable
framework providing locat governments with the authority to match responsibilities. The Mission will also
assist in the establishment of financial tools, resources and practices for the creation of a sound municipal
finance base, while continuing to build the ¢apacity of local administrations. To mitigate the adverse
social impact of transition, the Mission will continue to support crucial reforms in the areas of labor market
efficiency, healthcare financing, pension reform, and inclusion of vulnerable groups. FY2003 funds will be
used to implement ongoing programs in rule of law, economic and democratic development, local
government, environment and social sector as described in the FY2003 Congressional Budget
Justification but under a different SO structure. USAID also intends to use FY2003 funds to carry out
certain new activities in response to changing circumstances.

Other Program Elements: In addition to the resources requested in the Program Data Sheets the
country will benefit from two programs managed by the EGAT Bureau. First, Bulgarian experts will
participate in 10 long-term academic and four short-term programs in U.S. universities and over 100
trainees will attend short-term in-country trainings under the Eastern and Central Europe Scholarship
Program. Second, the work under the Rule of Law Assessment program managed by the DCHA Bureau
will help the Mission to fine tune its rule of law portfolio to better address the needs of the country.
Representatives from Bulgaria will also participate in several E&E managed initiatives: the Regional
Infrastructure Program for Water and Transportation; the Energy Regulators Regional Association; Balkan
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Regional Electricity Markets; E&E Environmental Partnerships, to mention some of them. In addition,
Bulgaria will be actively involved in a number of regional initiatives. The American University in Bulgaria
continues to receive USG support.

Other Donors: The EU is the largest multilateral donor, offering nearly $300 million per year for
assistance via three pre-accession instruments: PHARE (institutions building, regulatory infrastructure
development, and economic/social cohesion), SAPARD (agricuitural and rural development), and ISPA
{environment and transport infrastructure}. The EU Accession Roadmap proposed this year envisions
progressive increase in assistance towards 2006. Given that increased funding is subject to the country's
absarptive capacity, Bulgaria might not be able to take full advantage of this opportunity. Worid Bank
assistance to Bulgaria has been set at $750 million for 2002 - 2005. |t is expected that the first Program
Adjustment Loan {PAL 1) will be approved in 2003, aimed o advance the structural, regulatory and
institutional reform in the real sector. UNDP centers its Country Cooperation Framework on good
governance, job creation, information technology, and environmenta! protection.

USAID is among the leading bilateral donars in Bulgaria, co-chairing the GOB-established donor
coardination group on business environment. The Mission participates in all other topical working groups.
Other major bilaterai donors include the Swiss Government (natural resources management, social
services, SMEs); Dutch Government (agriculture, industry and technology, energy and environment,
transport and infrastructure, civil society), German Government (agriculture, SMEs); Japanese
Government (infrastructure development), and the British Know-How Fund (public sector, civil society,
financial markets, social welfare). While most bilateral donors have not officially tied their support to
Bulgaria’s EU accession date, their timing and priorities are in line with the major accession reguirements.
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Bulgaria
PROGRAM SUMMARY

(in thousands of dollars)

Accounts FY 2001 FY 2002 FY 2003 FY 2004
Actual Actual Prior Request Request
Asst. for E. Europe and the Baltic States 35,123 34,100 28,000 28,000
Total Program Funds 35,123 34,100 28,000 28,000
STRATEGIC OBJECTIVE SUMMARY

183-0130 Private Sector Development

AEEB | 5,675 7,575| 7,500} 7,430
183-0140 Financial Sector Development

AEEB ! 9,123] 5,100| 2,960] 2.950
183-0210 Vibrant Civil Society

AEEB | 5,230| 3,700} 3,7501 4,000
183-0220 Rule of Law

AEEB | 2,315| 4,000 3,200{ 3,500
183-0230 Local Gov't Strengthening & Municipat Development

AEES ! 4,255| 3,675| 3,100] 2,950
183-0410 Special Initiatives

AEEB ! 1,950| 2,520 620 300
183-0420 Cross-Cutting Programs

AEEB | 3,150] 3,325) 1,700/ 1,700
TRANSFER

AEEB | 3,425 4,205| 5,170} 5,170

Mission Director,
Debra McFarland




Data Sheet

USAID Mission: Bulgaria
Program Title: Private Sector Development
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 183-0130
Status: Continuing
Proposed FY 2003 Obligation: $7,500,000 AEEB
Prior Year Unobligated: $943,000 AEEB
Proposed FY 2004 Obligation: $7.430,000 AEEB
Year of Initial Obligation: 1992
Estimated Completion Date: 2007

Summary: USAID assistance focuses on the development of an improved business climate that attracts
foreign investment, nurtures a vibrant private sector that creates jobs, and enhances Bulgaria's potential
for international trade, thus enabling the country to achieve competitiveness and global market
integration. Activities include policy and advocacy strengthening, technical assistance to SME and private
enterprises in competitive industry sactors, financial mtermedlatlon trade capacity building, microfinance,
and credit guarantes.

inputs, Outputs, Activities:

FY 2003 Program:

improved Access to Credit ($1,700,000 AEEB) USAID/Bulgaria will develop and negotiate a custom
designed Agriculture Development Credit Authority (Loan Pertfolio Guarantee) program for credit and
investment facilitation in the agricuitural sector. Another key assistance element of the guarantee facility
will be the provision of technical assistance for business plan preparation and cash flow analyses in
support of potential borrowers. in addition, USAID will continue the delivery of micro-fending services to
micro and small entrepreneurs in an effort to reduce poverty, create new jobs, and increase income
generation for self-employed people. Principal contractors/grantees are Opportunity International (prime)
and Catholic Relief Services (prime).

Private Enterprises More Competitive (83,600,000 AEEB). Firm level assistance will be directed at
promoting export grawth, job creation, and increased competitiveness in targéted industry sectors such as
Agriculture, Light Manufacturing, Information Technologies, and Tourism. Through technical assistance
and business planning, USAID/Buigaria will place a strong emphasis on SME and private sector
development by pursuing follow-on activitises especially related to trade capacity building, employment
growth, and investment. Activities will also include a market-based approach that addresses areas of key
importance for enhancing business competitiveness and improved economic performance. A coordinated
set of targeted assistance will be designed to enable businesses to prosper, jobs to expand, incomes to
rise, and quality of life to improve. Expert assistance will be focused towards export promotion,
implementing international quality standards, improving marketing and production efficiency, increasing
access to short-term and investment credit, and facilitation of joint ventures with Western companies. in
addition, USAID/Bulgaria will continue its country specific competitiveness initiative and implémenting its
policy reform project. Assistance will be provided to improve the legal and regulatory environment by
streamlining the existing business laws and regulations, strengthening the advocacy role of Bulgarian
associations. These efforts will improve the business environment and create favaorable climate for job
creation and investment. Through targeted assistance to the trade unions in Bulgaria, USAID will
continue support the tripartite dialogue in the country thus contributing to the efficiency of the labor market
and increased employment. Prime contractors/grantees are the International Executive Service Corps,
the University of Delaware, ACDI/VOCA, Management Systems international, and ACILS (all primes).

Improved Legal and Regulatory Environment {$2,200,000 AEEB). Two new activities will be launched to -
address major barriers, which the current legal and regulatory framework poses. The Mission will
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undenake an expanded and more focused effort in the area of commercial law and regulatory reform,
coupled with efforts to improve the Government's capacity to analyze policy options. Through technical
assistance support will be provided to simplify registration and licensing requirements, both to lower
unnecessary costs and also to reduce the opportunities for corruption. Further, another priority will be to
enhance enforcement of contracts by reducing or eliminating opportunities for delay and blocking of
cases, and by introducing the alternative dispute resolution. In the energy sector, USAID will initiate an
activity that will assist the establishment of a sound energy legal framework and regulatory system. This
systemn will be capable of enforcing and implementing market based tariffs, accounting practices and all
related regulatory functions. Two new primes will be selected.

These activities were notified in the FY 2003 CBJ but under a different SO structure based on the
assumption that a revised strategy would have been operational by FY 2003. However, the Mission
continues to operate under the strategy approved in 1988.

FY 2004 Program:

Improved Access to Credit ($2,330,000 AEEB). USAID will expand its micro-lending activities to increase
incomes, create new jobs, and expand business opportunities throughout the country. The Agriculture
loan guarantee program will continue to deliver critical technical assistance in business plan preparation
and industry analyses.

Private Enterprises More Competitive ($3,200,000 AEEB). USAID/Bulgaria will uphoid its private sector
development efforts and will streamline the delivery of technical assistance to SMEs and competitive
industry sectors. Additionally, various programs will emphasize trade capacity building, iob creation,
export promotion, and invesiment facilitation.

Improved Legal and Regulatory Environment ($1,900,000 AEEB)}. Activities in this area will focus on
improving the scope and effectiveness of commercial law in general, as well as the legal and regulatory
environment for the energy sector. [Initiatives will be focused on enhanced contract enforcement,
improved government capacity to analyze policy options and related laws and regulations, streamlined
business advocacy, and transparent and effective legal policies to prevent corruption.

Performance and Resuits: USAID assistance has improved target businesses capacity for market-
oriented product development, increased productivity and managerent skills, improved market
information and access to foreign markets, business planning skills, and financial management. A large
number of USAID-assisted companies are now generating empioyment in disadvantaged and poor
regions, and more than half of the targeted firms are either woman-owned or woman-managed. Some
direct results of USAID assistance are reflected in a 15.3% increase in exports of assisted companies,
and in established business linkages worth more than $15 million. Micro-finance activities continued to
expand and address the credit needs of small entrepreneurs, which has been one of the major constraints
to economic growth and employment in Bulgaria. USAID's economic policy reform project has: {i) worked
with several key economic agencies and departments on organizational change and management
designed to help such institutions to better achieve economic objectives, and (ii) provided training in
strategic communication skills to the press relations corps of all Ministries, the Counci! of Ministers, as
well as to individual departments. The USAID-supported program is now actively advising the newly
created Council for Economic Growth - the primary forum for public-private policy dialogue and
competitiveness. The policy reform program has also nurtured cluster development in Bulgaria's IT
sector, by helping key private players create a strategic plan for the sector's growth. Through ABE/CEEL!
programs, USAID helped establish the institutional structure for Alternative Dispute Resolution with the
Labor Conciliation Instifute, which provides mediation services for labar disputes.

By helping private enterprises and improved business development in the country, USAID economic
programs seek to creale a more favorable environment in Bulgaria that is conducive to private sector
growth. The ultimate objective of USAID assistance will be to help create more jobs, increased sales,
trade, and investments that, in due course, will lead to greater prosperity of Bulgaria and encourage
globat market integration.
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US Financing in Thousands of Dollars

Bulgaria
183-0130 Private Sector Development AEEB DA DCA ESF
Through September 30, 2001
Obligations 65,493 4,620 0 2,120
Expenditures 58,380 4,586 1] 2,056
Unliquidated 7,113 34 0 64
Fiscal Year 2002
Obligations 7,488 0 202 0
Expenditures 6,327 12 0 0
Through September 30, 2002
Obligations 72,981 4,620 202 2,120
Expenditures 64,707 4,568 0 2,056
Unliquidated 8,274 22 202 64
Prior Year Unabligated Funds
Obligations 943 0 0 0
Planned Fiscai Year 2003 NOA
Obligations 7,500 0 0 0
Total Planned Fiscal Year 2003
Qbligations 8,443 0 0 0
Proposed Fiscal Year 2004 NOA
Obligations 7.430 0 0 0
Future Obligations 0 0 0 0
Est. Totai Cost 88,854 4,620 202 2,120
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Data Sheet

USAID Mission: Bulgaria
Program Title: Financial Sector Development
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 183-0140
Status: Continuing
Proposed FY 2003 Obligation: $2,960,000 AEEB
Prior Year Unobligated: _ $237,000 AEEB
Proposed FY 2004 Ohligation: $2,950,000 AEEB
Year of Initial Obligation: 1997
Estimated Completion Date: 2007

Summary: This program seeks to develop a more competitive and market-responsive financial sector in
Bulgaria. Support for banking reform strengthens banking operations, prevents future crises, and
establishes procedures for the supervision of banking operations. USAID also supports key pension and
health care financing reforms necessary to reduce public financing and to provide an adequate social
security system for pensioners and the general public. Financial sector stability and public confidence in
the system create the basis for economic growth and politicat stability.

Inputs, Outputs, Activities:

FY 2003 Program:

Financial sector transparency and accountability ($1,060,000 AEEB). In FY2002, USAID will focus on
institutionalizing new bank reporting requirements to meet the newly adopted international Accounting
Standards. Analytical skills of onsite and off-site banking supervisors will be developed based on the new
standards. These standards also require revision of internal processes that reflect improved data
availability, including development of evaluation ratios, the revision of supervision manuals, and the
update of the early warning system to detect negative trends within a particular bank. The deposit
insurance activity will develop the Deposit Insurance Fund's oversight of trustees of falled banks, a
responsibility recently added to the Fund by the Bank Insolvency Act. USAID will provide support to
privatize the last remaining State-ownsed bank, thus successfully concluding the bank privatization effort.
USAID also will provide technical assistance to the Ministry of Transport which is in the process of
granting concessions at the Varna and Burgas airports. In addition, USAID will continue to support the
institutional strengthening of the International Banking Institute, to build a generation of bankers better
prepared to manage banks and originate credit. Principal contractor/grantee is: Barents Group of
Bearing Point {prime).

Labor market efficiency and pension reform ($1,100,000 AEEB). USAID will assist the Ministry of Labor
implement new legislation, strengthen pension system regulations and improve the investment regimes
and custodial banking provisions. At the request of the Ministry, USAID will expand the public education
campaign to inform Bulgarians about their rights and obligations under the new pension systems, as well
as to educate employers on their payment obligations. USAID's pension reform program will provide
assistance to the Ministry to improve pension contribution collections. The labor market program
component will develop analytical tools necessary to design sound policies for labor markets,
unemployment, and related social assistance. Assistance will be provided to the National Social Security
Institute to design new computerized processes that enable nationwide registration of labor contracts to
ensure social contribution payments. Principal contractor/grantee is: Carana Corporation (prime}).

Health finance and reform ($800,000 AEEB). USAID will provide technical assistance to (a) health
policymakers to achieve a cohesive mechanism for financing health services; (b} the National Health
Insurance Fund and the Ministry of Health, in defining and costing services covered under the compulsory
health insurance, to ensure financial responsibility; and (¢} the Ministry of Health to increase effectiveness
of inpatient health care, emphasizing accessibility, timeliness, and quality. Technical assistance will seek
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to broaden public understanding of heaith sector reforms. USAID will assist the Parliamentary Health
Commissicn, National Health Insurance Fund, and Ministry of Health to institutionalize National Heaith
Accounts based on the OECD method for estimating total health expenditure and revenues. USAID will
provide legal advice to the Ministry to enhance existing laws that affect the financing and provision of
health care services, furthering the development of compulsory and voluntary insurance programs.
Principal contractor/grantee is: Barents Group {prime).

FY 2004 Program:

Financial sector transparency and accountability ($950,000 AEEB). The FY 2004 focus will be
strengthening the bank supervision capacity of the Central Bank and furthering development of the
Deposit Insurance Fund'’s oversight of trustees of failed banks. USAID may provide limited support to the
International Banking Institute for training of the new generation of Bulgarian bankers. In non-bank
privatization, continued assistance will be provided to the Ministry of Transport to finalize the concessions
at the Varna and Burgas airports.

Labor market efficiency and pension reform {$1,100,000 AEEB). Wark in FY 2004 will focus on the
consolidation of pension reform. USAID will continue to strengthen the pension regulator and the
National Social Insurance Institute’s capacity to enforce payment of social contributions.  Assistance to
improve the Ministry of Labor's analytical and monitoring skills will continue.

Health finance and reform ($900,000 AEEB). In FY 2004, the Health Project will continue o focus on
implementing new improved, health care-financing mechanisms, particularly in the hospital sector, and on
improving the efficiency of the inpatient care sector.

Performance and Results: USAID assisted with concluding one more bank privatization. USAID was
instrumental in improving the banking regulatory process and in strengthening the capacity of Bulgarian
bankers. With USAID support, a new Bank Insolvency Act was passed. Under USAID leadership,
comprehensive amendments to the Law on the Public Offering of Securities were passed by Parliament.
A Corporate Governance Manual based on the OECD corporate governance principles was created and
distributed to 360 public companies. USAID advisors developed and installed an on-line, real-time capital
market surveillance system for the Bulgarian National Securities Commission. Also, amendments to the
Social Code were presented to Parliament, to improve the security of the pension savings of the
population and harmonize pension legislation. With USAID assistance, the legal framework for voluntary
health insurance has heen created. The Health project has designed a comprehensive communication
strategy, under which a National Health Clearing House was established.

These activities will result in a more competitive and market-responsive private financia! sector, which will
stimulate Buigaria’s economic growth. Banking operations will improve and consumer confidence will
grow yielding increased deposits. The potential for future banking crises, frauds and financial crimes will
be greatly reduced. Public costs of providing pensions and health care will be reduced and Bulgarian
citizens will benefit with more stable and secure social protection. Financial sector stability and public
confidence in the system serve as the basis for economic growth and will be conducive to political
stability. :
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US Financing in Thousands of Dollars

Bulgaria
183-0140 Financial Sector Development AEEB ESF
Through September 30, 2001
Obligations 42.5%1 1,656
Expenditures 31,052 1,654
Unliquidated 11,458 2
Fiscal Year 2002
Obligations 5,439 0
Expenditures 9,521 0
Through September 30, 2002
Obligations 47,950 1,656
Expenditures 40,573 1,654
Unfiquidated 7,377 2
Prior Year Unobligated Funds
Obligations 237 0
Planned Fiscal Year 2003 NOA
Obligations 2,960 0
Total Planned Fiscal Year 2003
Obligations 3,197 0
Proposed Fiscal Year 2004 NOA
Obligations 2,950 0
Future Obligations 0 0
Est. Total Cost 54,097 1,656
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Data Sheet

USAID Mission: Bulgaria
Program Titie: Vibrant Civil Society
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 183-0210
Status: Continuing
Proposed FY 2003 Obligation: $3,750,000 AEEB
Prior Year Unobligated: $1,105,000 AEEB
Proposed FY 2004 Obligation: $4.000,000 AEEB
Year of Initial Obligation: 1992
Estimated Completion Date: 2007

Summary: USAID seeks a broad-based, representative, pluralistic, and demaocratic political culture in
Bulgaria through supporting anti-corruption and ethnic integration efforts; strengthening non-governmental
organizations (NGOsj; and promoting transparent legislative processes and viable independent media.
Activities include: technical assistance to introduce anti-corruption practices; community funds and sccial
enterprise NGO development; ethnic integration initiatives; media training on reform issues; and targeted
Pariiamentary assislance activities.

Inputs, Outputs, Activities:
FY 2003 Program:
Anti-corruption program ($2,250,000 AEEB). Within the Open Government Initiative, USAID wilt 1) .
support the GOB Anti-Corruption Commission, National Audit Office, Public Procurement Directorate,
Public Internal Financiat Controi Agency, and two pilot ministries to improve their internal controls, 2)
introduce anti-corruption practices, and 3) enbhance fransparency of the government procurement
process. Thirteen NGO projects will be implemented in the area of anti-corruption, consisting of public
awareness, advocacy, monitoring, and civil investigations of corruption allegations.  Principal
contractors/grantees are: DPK Consuiting (prime) and Coalition 200G (sub).

Conflict prevention/ethnic integration ($600,000 AEEB). Forty-two community development projects to
improve economic, educational and social opportunities for the Roma minerity will be implemented in
three targeted locations. They will create more than 100 new jobs for unemployed Roma and engage
more than 1600 children in activities, thereby preventing school drop-outs. GOB will be assisted in
development of an ethnic integration program. Principal contractor/grantee is: Partners-Bulgaria (prime).

Community funds and social enterprises ($600,000 AEEB). The newly-founded community funds will
receive training to mobilize local resources. Twenty-three social service NGOs will acquire training and
technical assistance to develop social enterprises. Principal contractor/grantee is: Counterpart
International {prime).

Advocacy and pubtic awareness through media ($200,000 AEEB). In FY 2003, USAID will concentrate on
advocacy and public awareness activities for the inclusion of vulnerable groups inte society in the areas of
rule of law, decentralization of government, anti-corruption, increased effectiveness of the legislature, and
resolution of ethnic tensions. Over 150 journalists will be trained in the USAID-supported Broadcast
Training Center and on-site in seven regions of the country. The implementation of the anti-terrorism and
anti-corruption investigative journalism fellowship programs wili continue. Principal contractor/grantee is:
IREX (prime).

Transparent political processes ($100,000 AEEB). USAID will continue to fund the Parliamentary
Internship Program to support legislative research for the Parliament.

FY 2004 Program:
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Anti-corruption program  ($2,250,000 AEER), USAID will continue ongoing efforts to improve
accountability and transparency. On the NGO side, USAID will support (a) policy reform, public
awareness, and corruption monitoring activities of Coalition 2000 and (b) grassroots anti-corruption
activities of 13 local NGOs.

Ethnic integration ($850,000 AEEB). The ethnic integration program may expand to new towns with
significant minority populations to address economic, education, and social issues of the Roma minority.
The GOB ethnic integration program design will be completed.

Community funds and social enterprises ($600,000 AEEB). The Community Fund program will continue
to receive training and technical assistance to address sustainability issues, by attracting more local
resources. |t may be expanded to more municipalities. Social service NGOs will receive grants to
implement their business plans.

Transparent political processes {$150,000 AEEB). USAID will continue to fund activities which enhance
the transparency of the political process, including the Parliament.

Advocacy and public awareness through media ($150,000 AEEB). USAID ptans to continue advocacy
and public awareness efforts to improve inclusion of vulnerable groups into society.

Performance and Results: As a result of the anti-corruption awareness campaign of the USAID-
supported Coalition 2000, the Bulgarian public decreased its tolerance for corrupt practices. The fight
against corruption became a priority issue for the political leadership and a Government Anti-Carruption
Commission was established. USAID assistance has increased the capacity of 13 leading NGOs to
provide technical and financial assistance to the civil society sector. In 2002, USAID addressed donor
dependency of the NGO sector by establishing three community funds to engage the private sector, Jocal
government, and citizens. The program provided assistance to 23 social services NGOs to develop
businesses that advanced the goals of these NGOs. USAID helped achieve important legal changes
such as fax amendments to decrease tax burdens on NGOs and to stimulate donations. Fact-based,
professionally-produced TV reporting has emerged in Buigaria as a direct result of the USAID-funded
Broadcast Training Center. Under the Ethnic Integration program, 17 projects were completed, and 42
more initiated to address social, educational, and economic problems of the Roma minority in three pilot
cities with iarge Roma populations. The program established 2 multi-ethnic Conciliation Commissions to
resolve local issues. Legislative assistance in 2002 resulted in support for the newly elected Parliament
through a members’ orientation conference, the publication of a parliamentary handbook, and training of
the administration. The Parliamentary Internship Program gained recognition from new members of
Parliament and committee chairs for the high quality of its legislative research assistance.

By the end of its program, USAID expects to see increased tolerance, employment, and school
attendance of ethnic minorities in key locations with significant minority populations. A comprehensive
ethnic integration program will have been implemented. A neiwork of sustainable Community Funds
programs will have been esiablished. Social service NGOs will be providing sustainable services to
vulnerable populations. Highly qualified media experts will actively advocate for reform. The TV
Broadcast Training Center will offer sustainable services to private media. In anti-corruption, USAID
expects increased transparency and accountability of target Bulgarian government institutions and
enhanced public awareness through civil society watch-dog mechanisms.
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US Financing in Thousands of Dollars

Bulgaria

183-0210 Vibrant Civil Society AEEB ESF
Through September 30, 2001
Obligations 22,601 2,464
Expenditures 17,084 2,464
Untiquidated 5517 o
Fiscal Year 2002
Obligations 5,807 0
Expenditures 6,087
Throggh September 30, 2002
Obligations 28,408 2,464
Expenditures 23,171 2,464
Uniliquidated 5,237 0
Prior Year Unobligated Funds
Obligations 1,105 0
Plannad Fiscal Year 2003 NOA
Obligations 3,750 0
Total Planned Fiscal Year 2003
Obligations 4,855 0
Praposed Fiscal Year 2004 NOA
Obligations 4,000 0
Future Obligations 0 0

37.263 2,464

Est. Total Cost
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Data Sheet

USAID Mission: Bulgaria
Program Title: Rule of Law
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 183-0220
Status: Continuing
Proposed FY 2003 Obligation: $3,200,000 AEEB
Prior Year Unaobligated: $663,000 AEEB
Proposed FY 2004 Obligation: $3,500,000 AEEB
Year of initial Obligation: 1999
Estimated Completion Date: 2007

Summary: The USAID Rule of Law program is comprised of. advocating for legal reform and access to
justice; modernizing the judiciary by creating effective court administration/case management systems;
and establishing professional standards for judges and court administrators. The program also supports
establishing the National Institute of Justice as the public institute responsible for training judges and
court administrators.

inputs, Outputs, Activities:

FY 2003 Program:

Court administration and case management ($1,200,000 AEEB). Assistance in modernizing the Bulgarian
judiciary will focus on improving court administration/case management processes and procedures;
formulating policy, promulgating regulations; providing judicial training; and solidifying the investments in
model pilot courts. The pilot courts will introduce case-management software and establish improved
administrative systems. At the same time, USAID will work to improve court operations by providing
systematic assistance for regular court administration work. A problem identification survey will be
compteted to provide further support for the project. The Ministry of Justice will receive assistance to
implement the Action Plan for its Judicial Reform Strategy. Collaboration will continue with the Ministry's
Information Technology Department to conduct a national conference to reach agreement on automation
systems’ compatibility and standards. The project will complete a national court automation assessment
survey. Based on this survey and lessons learned from the pilot phase of court automation, the project
will make the necessary modifications to the case management system software to match the national
technical standards. This will lay the foundation for an EU automation project, anticipated to begin in late
2003. USAID will continue to provide training on court administration, customer service, computer skills
and technical assistance to the newly organized Bulgarian Court Clerks’ Association, with the aim of
improving professional standards. In addition, clerks' operational desk manuals will be prepared and
position descriptions for court administrators will be drafted and used. Principal contractor/grantee is:
East-West Management Institute (prime).

Magistrate training ($800,000 AEEB). Support to the Magistrates Training Center will ensure its
successful transformation from an NGO into a government-financed, public institution known as the
National Institute of Justice (NIJ). This will include developing expanded training programs, as mandated
by the Judicial Systems Act. USAID plans to provide resources for 55-60 courses to train 70 percent of
all the judges. Over 200 judges and 600 courts personnel are expected to receive training in court
automation and administration. USAID will work in collaboration with European donors who will provide
training on EU laws. Owing to a serious lack of professionally trained judicial frainers, USAID will also
continue to support a program to develop a cadre of sitting judges to serve as trainers at the NIJ in order
to ensure the Institute's sustainability. Principal contractor/igrantee is: East-West Management Institute
(prime).

Rule of iaw advocacy and policy reform ($1,200,000 AEEB). USAID wil! continue providing technical
assistance and training for judicial reform activities that have shown results in the past two years.
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Advocacy and policy support for judicial reform will receive special attention, since all the counterparts
need to form strategic alliances and buy-in to the reforms. Furthermore, promulgating implementing
regulations for the Judicial Systems Act will be critical 1o the judicial reform efforts of the Supreme Judicial
Councit and the Ministry of Justice. Work will continue on developing and enacting a Judicial Code of
Conduct, in cooperation with the Bulgarian Judges' Association. Principal contractor/grantee is: East-
West Management Institute (prime).

FY 2004 Program:

Court administration and case management ($1,700,000 AEEB). Based on lessons learned from the
mode! courts, new processes and procedures will be tested and introduced in targeted courts. USAID will
refine the hiring process for court administrators and develop a training program for court administrators
and judges with court administration responsibilities. USAID will develop a ‘recipe’ for the sustainabiiity of
court automation, based on operational and functionality reviews of automation use in the model courts.

Magistrate training ($600,000 AEEB). In FY 2004 USAID plans to provide technical assistance to
complete the transition of assistance to magistrates through the NiJ, laying the groundwork for increased
assistance from other donors such as the EU.

ROL advocacy and policy reform ($1,200,000 AEEB). Assistance in advocacy for legal reform and
access to justice will continue. USAID will strengthen Bulgaria's ability to meet rule of law international
standards, prepare for EU accession, promote a more stable economy, and serve as a better partner for
U.S. strategic interests.

Performance and Resuits: USAID was integrally involved with implementing various provisions of
Bulgaria’s National Judicial Strategy. This included assisting the Ministry of Justice and the Supreme
Judicial Council in preparing an Action Plan, drafting legislative amendments, and working on Codes of
Ethics for judges and court staff. The USAID model pilot court initiative, which now has eleven courts,
received wide and resounding approval from counterparts and court users. The installation of software
for an automated case management system was completed in five pilot courts in 2002, thus reducing
case delay. It also provided the testing ground for designing workflow templates for regional and district
courts and a simplified case management system. This has resuited in faster and more efficient handling
of court documents, brought about greater professionalism among the court staff, provided greater
services to the public, and removed much of the administrative burden from the judges. The USAID-
supported Magistrate Training Center strengthened its capacity and received such wide recognition that,
at its current capacity, it has become unable to meet the demand from judges far new and expanded
courses. The number of judges and court personnel trained in court automation and/or administration
increased along with the number of courses.

As more legislation is passed to meet the demands of a democratic society and market economy and as
Bulgaria moves closer to meeting the requirements for EU accession, the Bulgarian judiciary will require
greater assistance in understanding and adjudicating these new laws. USAID expects to have completed
specific tasks in legislative reform, institutional strengthening for court administration/case management,
and judicial training by 2007. These tasks comprise an integrated program to implement the GOB's
National Judicial Reform Strategy, endorsed by the EU as the roadmap for meeting the judicial reform
requirements for EU accession.
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US Financing in Thousands of Dollars

Est. Total Cost

Bulgaria

183-0220 Rule of Law AEEB
Through September 30, 2001
Obligations 9,201
Expenditures 6,553
Unliquidated 2,648
Fiscal Year 2002
Obligations 3,806
Expenditures 1,827
Through September 30, 2002
Obligations 13,007
Expenditures 8,080
Unliquidated 4,927
Prior Year Unobligated Funds
Obiigations 663
Planned Fiscal Year 2003 NOA
Obligations 3,200
Total Planned Fiscal Year 2003
Obligations 3,883
Proposed Fiscal Year 2004 NOA
Obligations 3,500
Future Obligations 0

20,370
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Data Sheet

USAID Mission: Bulgaria
Program Title: Local Gov't Strengthening & Municipal

Development
Pillar: Democracy, Confiict and Humanitarian Assistance
Strategic Objective: 183-0230
Status: Continuing
Proposed FY 2003 Obligation: $3,100,000 AEEB
Prior Year Unobligated: $579,000 AEEB
Proposed FY 2004 Obligation: $2,950,000 AEEB
Year of Initial Obligation: 1995
Estimated Completion Date: 2007

Summary: The local government program assists national and local government entities, as well as civil
society organizations focusing on local government development through: increasing local government
autonomy and impiementation of decentralization policy reforms,; clerifying roles and responsibilities of
different levels of government; developing a sound municipal finance base and improving access to
municipal infrastructure finance; institutionalizing citizen participation in decision making; exchanging
experience and expertise on key municipal issues between Bulgarian and ¢ities in the United States; and
developing and implementing economic development strategies in small municipalities.

Inputs, Outputs, Activities:

FY 2003 Program:

Fiscal and administrative decentralization ($1,850,000 AEEB). USAID will continue technical assistance
and training activities under the Local Government Initiative that have shown positive results under two
previous phases. The focus will continue on working with the central government and the National
Association of Municipalilies - the statutory voice representing municipal interests - on expanding local
government financial autonomy. Key areas will target implementing legislative reforms; building local
governments’ capacity to cope with new fiscal responsibilities; and maintaining the momentum of the
reform process by institutionalizing dialogue between the local and national levels. At the regional level,
USAID will establish a task force recognized as a reliable non-partisan body in regional policy formulation
and regional development. Through three pilot projects, USAID will demonstrate approaches for
improving collaboration among regional administration, local governments, businesses, and NGOs. In
addition, USAID will clarify the relationship of the different levels of government as defined in current
legislation and applied in practice. This will clarify ambiguities in the law and, through field
implementation, improve the application of laws. Taking advantage of the GOB's receptivity to regional
reform, USAID will also engage key stakeholders in a broad public discussion on regional policy, leading
to a possible transition from the present form of national administration to the establishment of regionai
seif-governance. USAID will continue efforts to strengthen infrastructure finance capabilities of
municipalities by seeking to improve the policy framework that limits municipal borrowing authority. it will
also use training to build local government capacity related 1o capital investments and bankable
investment projects, thus heightening investor confidence in municipal creditworthiness. USAID will also
disseminate model solutions and methodologies developed in the pilot phase to a wider group of
municipalities. Principal contractors/grantees are: Research Triangle Institute (pnme) and Management
Systems Incorporated {sub).

Local government support organizations ($800,000 AEEB). This activity will concentrate on training and
awareness-building efforts on the part of civil society organizations (CSOs) to improve citizen
understanding of, and access to, locat government. A number of sub-grants will stimulate municipal and
NGO solutions to local self-government issues and establish municipal customer service and information
centers. Principal contractor/grantee is: Foundation for Local Government reform (prime).
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Community level assistance ($450,000 AEEB). USAID intends to continue the municipal twinning
program which transfers technical expertise between U.S. and Bulgarian cities to stimulate and implement
various innovations in municipal practices, such as marketing cities to investors or developing Geographic
Information Systems. Successful practices also will be replicated. Principal contractors/grantees are:
Internationai City/County Management Association (prime) and Foundation for Local Government Reform
(sub).

FY 2004 Program: .

Fiscal and administrative decentralization ($1,800,000 AEEB}. USAID will continue technical assistance
and training activities under the Local Government Initiative, 1) seeking further legislative reforms, 2)
building local government capacity to cope with increased fiscal responsibilities, 3) establishing regional
self-governance, and 4) expanding municipal authority and provision of more structured access to credit.

Local government support organizations ($650,000 AEEB). USAID will continue supporting advocacy,
lobbying, and training activities of local government support organizations that focus on the policy reform
agenda, capacity building of municipa! administrations, and improved transparency and responsiveness
at the local level.

Community level assistance ($500,000 AEEB). USAID intends to continue the municipal twinning
program, which transfers technical expertise between U.S. and Bulgarian cities.

Performance and Results: The jocal government program has achieved excellent results. Bringing
together for the first time representatives of NGOs and of central and local governments, a USAID-
sponsored Forum established a consensus on strategic directions for fiscal decentralization reforms. The
Forum subsequently incorporated its conclusions in a historic agreement between the GOB and the
National Association of Municipalities, in which the GOB committed itself to specific elements of
decentralization reform. Building on these conclusions, a decentralization program was developed by a
working group and subsequently adopted by the Councit of Ministers. The program paved the way for
aggressive legisiative reforms presently before Parliament. Advocacy by NGOs, such as the National
Association of Municipalities, has been crucial in making changes in key legislation related to fiscal
decentraiization. Concrete results stemming from city-to-city twinning partnerships between f1 Bulgarian
and US cities include: the development of municipal strategic plans, introduction of new budget
forecasting processes, and marketing strategies to attract investment. These results, a dramatic
departure from current practice and powerful models for change, are now being shared with other cities
throughout Bulgaria. In 2002, resulting from USAID's local economic development activities in 35
communities, 155 development projects have been launched; 82 new businesses have been started; 101
businesses have been assisted or expanded; and 3,154 new jobs have been created for low skilled,
unemployed, mostly Roma citizens.

Given the current favorable environment for implementing policy changes, USAID's local government
program will continue to focus on fiscal decentralization and regional reform. By 2006/2007, key
legislation to financially empower local governments will be in place, and local governments’ capacity to
implement the reforms will have been strengthened.
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US Financing in Thousands of Dollars

Bulgaria

183-0230 Local Gov't Strengthening & Municipal
AEEB
Development
Through September 30, 2001
Obligations 32,130
Expenditures 25,046
Unliquidated 7,084
Fiscal Year 2002
Obiigations 3,276
Expenditures 7,487
Through Saptember 30, 2002
Obligations 35,406
Expenditures 32,533
Unliquidated 2,873
Prior Year Unobligated Funds
Obligations 579
Planned Fiscal Year 2003 NOA
Obligations 3,100
Total Planned Fiscal Year 2003 _
Obligations 3.679
Proposad Fiscal Year 2004 NOA
Obligations 2,850
Future Obligations 0
42,035

Est. Total Cost
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Data Sheet

USAID Mission: Bulgaria
Program Title: Special Initiatives
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 183-0410
Status: Continuing
Proposed FY 2003 Obligation: ' $620,000 AEEB
Prior Year Unobligated: $1,122,000 AEEB
Proposed FY 2004 Obligation: $300,000 AEEB
Year of Initial Obligation: 1991
Estimated Completion Date: 2007

Summary: Activities funded under this program address Bulgaria's immediate needs of promoting
national and regional stability. The program also provides USAID/Bulgaria with a flexible approach to
respond to the needs of both the GOB and the Bulgarian society at large that are not met by USAID's
other in country programs.

Inputs, Outputs, Activities:

FY 2003 Program:

Biodiversity conservation and economic growth {($300,000 AEEB). Funding will be provided to support
efforts to establish an endowment fund for capital improvements and other projects for Buigaria's
protected areas network. Principal contractor/grantee is: ARD (prime)

Peace Corps {$200,000 AEEB). During FY 2003, the Small Project Assistance Program will continue to
support small-scale community development projects through USAID-funded direct grants to communities
and organizations with direct connections to Peace Corps Volunteers. The program will assist
communities acting in collaboration with Peace Corps Volunteers in identifying common community
concerns and in developing sirategies to address those concems. Principal contractor/grantee is: Peace
Corps {prime).

Anti-trafficking ($120,000 AEEB). In coordination with other USG initiatives, USAID will undertake a
program to address trafficking in persons problems in Bulgaria. The assistance will focus on 1) training of
GOB officials and NGO representatives in the application of newly passed legislation on trafficking and 2)
technical assistance to the GOB via mitigation and pubiic awareness programs.

FY 2004 Program:

Peace Corps ($200,000 AEEB). Working through Peace Corps Volunteers, the Small Project Assistance
Program will continue to support small-scale community development projects with the aim of assisting
communities in identifying common community concerns and in developing strategies to address those
CONCErNS.

Anti-trafficking {$100,000 AEEB). In coordination with other USG initiatives, USAID will continue to
address trafficking in persons problems in Buigaria. The program may expand its focus beyond public
awareness activities, depending on successes and problems encountered during FY2003.

Performance and Resuits: USAID assistance has resulted in the completion and initial implementation
of environmental management plans for national parks and nature reserves. The Small Project
Assistance Program of the Peace Corps addressed the specific needs of 26 communities in the country in
FY 2002. Small grants were used for 1) infrastruciure development (computer labs, community and
resource centers), 2} capacity-building training for local community members and organizations
{seminars, computer and language fraining, drug prevention education), and 3) enhancement of
administrative capabilities and services offered by municipalities and NGOs.
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US Financing in Thousands of Dollars

Buigaria
183-0410 Special Initiatives AEEB DA
Through September 30, 2001
Obligations 135,794 43
Expenditures 132,940 43
Uniiquidated 2,854 0
Fiscal Year 2002
Obligations 1,467
Expenditures 2,938 0
Through September 30, 2002
Obligations 137,261 43
Expenditures 135,879 43
Unliquidated 1,382 0
Prior Year Unobligated Funds
Obligations 1,122 0
Planned Fiscal Year 2003 NOA
Obligations 620 0
Total Planned Fiscal Year 2003
Chbligations 1,742 0
Proposed Fiscat Year 2004 NOA
Obligations 300 0
Future Obligations 0
Est. Tatal Cost 139,303 43
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Data Sheet

USAID Mission: Bulgaria
Program Title: Cross-Cutting Programs
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 183-0420
Status: Continuing
Proposed FY 2003 Obligation: '$1,700,000 AEEB
Prior Year Unobligated: $1,113,000 AEEB
Proposed FY 2004 Obligation: $1,700,000 AEEB
Year of Initial Obligation: 1991
" Estimated Completion Date: 2007

Summary: Activities include three components, namely 1} participant training supperting USAID’s {otal
porfolio, 2) technical assistance and training for labor market development, and 3) help in the
development and implementation of USAID's other in country programmatic activities.

Inputs, Outputs, Activities:

FY 2003 Program: .

Participant training (START) (1,000,000 AEEB). During FY 2003, USAID proposes to obligate funds to
provide U.S.-based, in-country, and third-country training opportunities for Bulgarian officials and
entrepreneurs. Small grants to individual participants may be provided for initiatives that follow on their
specific training event.

Program development and support (500,000 AEEB). The program provides assistance for all ongoing
- USAID activities through meeting program-funded staff requirements and providing related administrative
support and logistics. These resources will be used also for program-related audits, studies,
assessments, and evaluations to facilitate progress across all program areas.

Water and wastewater training center ($200,000 AEEB). Funds will be used to impiement Phase | of the
program aimed at the establishment of a Water and Waste-Water Training Center in Bulgaria. Activities
will focus on necessary legislative changes and regulations required for operation of the Center, e.g., @
legisiative seminar. In addition, a short seminar will be provided to managers and engineers who
supervise Water Treatment Plants; training and certification of operators is a requirement. Concurrently,
a pilot program to introduce Bulgarian operators to systematic technical training required for cerfification
will be taunched. This training will include key aspects of technical topics such as microbiclogy, safety,
operating parameters, and equipment used in the water treatment field. The pilot program will provide the
format, content, and methodologies for WaterMVastewater Operator training, leading to the eventual
development of a certification program in the next phase of assistance. Principal contractor/grantee is:
Delaware Technical & Community College (prime).

FY 2004 Program:

Participant training (START) (1,000,000 AEEB). During FY 2004, USAID expects o obligate funds to
continue to provide U.S.-based, in-country, and third-country training for Bulgarian officials and
entrepreneurs.

Program development and support {500,000 AEEB). This activity will continue.
Water and wastewater training center ($200,000 AEEB). Upon successful completion of Phase |,

prograrm funds will be used to launch the next phase, focusing on achieving financial sustainability of the
center's training operations.
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Performance and Results: Program support activities under this program complement the other
programs within USAID's overall strategy. Development of human capacity in Bulgaria is one major
theme. As a direct result of the participant training initiative, Bulgarian leaders and professionals will be
equipped with skills and practical knowledge necessary to support the transition processes in the country.
Upon completion of the program, the Water and Waste Water Training Center should be operational and
will serve as a model for similar efforts in Eastern Europe and the Newly Independent States. The
Program Development and Support Activity contributes to the full spectrum of USAID program activities
by providing value added to ensure their smooth progress and successful completicn.
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US Financing in Thousands of Dollars

Bulgaria
183-0420 Cross-Cutting Programs AEEB ESF
Through September 30, 2001
Obligations 23,026 25,000
Expenditures 18,278 25,000
Unliquidated 4,748 0
Fiscal Year 2002
Obligations 2,743 0
Expenditures 4,443
Thr(mjh September 30, 2002
Obligations 25,769 25,000
Expenditures 22,721 25,000
Unliquidated 3,048 0
Prior Year Unobligated Funds
Obiigations 1,113 0
Planned Fiscal Year 2003 NOA
Obligations 1,700 0
Total Planned Fiscal Year 2003
Obligations 2,813 0
Proposed Fiscal Year 2004 NOA
Obligations 1,700 0
Future Obligations 0 0
Est. Total Cost 30,282 25,000
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Croatia

The Development Chalienge: Croatia began its transition to democracy and a market-oriented economy
in January 2000, with the election of a coalition of democratic parties to Parliament. A successful
transition is important to the key U.S. foreign policy goals of achieving stability in the Balkans and
managing transnational threats.

Croatia has made significant, but uneven progress, and has not yet fully consoiidated demaocratic
institutions or successfully integrated into Euro-Atlantic institutions.  Until recently, the Croatian
government had stayed the course toward justice on war crimes and renewal of economic ties and other
forms of coopzration with former Yugosiav partners. The Croatian government's hesitance to come into
compliance with its obligation to cooperate with the International Criminal Tribunal for the former
Yugoslavia (ICTY) when presented with an indictment for former Chief of Genera! Staff Bobetko
demonstrates that while the current government has made a serious start on the reform process, those
reforms are not irreversible. The moral suasion of the international community, especially the United
States, continues to be critical for encouraging Croatia to meet its Dayton and Erdut cormmitments,
including cooperation with the war crimes tribunal in The Hague.

United States Government assistance, the primary source of technical advice to the Government of
Croatia (GOC) on econoinic reform and strengthening of democratic institutions, continues to influence
and leverage commitments that further U.S. national interests - including the development of a free
market-criented economy, fully reformed democratic institutions, cooperation on war crimes prosecution,
and closer association to the European Union (EU) and other Western institutions. Staying the course in
USAID support for these processes will be essential 1o helping Croatia weather not only the typical
“transition backiash”, but also a detectable resurgence of nationalist sentiment.

The issue of minority returns {o Croatia remains a major concern, with the momentum of the immediate
post-2000 election period lost. The number of returns in 2002 was roughly equal to 2001, but remains
down from 2000 levels by 25 percent. Few Croatian Serbs are benefiting from GOC assistance in
resolving accommodation and property issues. While neighbor-to-neighbor retations at the local ievel
continue to improve gradually, problems with property restitution, lack of access to reconstruction
assistance, and the absence of economic opportunity still have a negative impact on the return process.

While the GOC has made progress on achieving macroeconomic stability, the economy continues to
perform below potential. Croatia is still plagued by a high unemployment rate (16%) and low competitive
capacity in international markets. The modest progress the government made over the last two years in
reducing the fiscal deficit could be threatened by upcoming elections. In order for this progress to
transiate into faster economic growth and eventually lower unemployment, the government must
accelerate privatization, reduce bureaucracy, and lower taxes. Furthermore, there is a need for increased
efforts against corruption through more effective application of the rule of law, particularly improvements
in the court system.

The USAID Program: The USAID assistance program is aimed at helping Croatia to continue progress
toward a prominent piace within the community of democratic and market-oriented nations and to become
a force for stability, peace, cooperation and prosperity throughout Southeast Europe. Stronger economic
and political institutions and social stability in Croatia will further peace and stability throughout the region.
USAID's assistance program is structured around four programmatic areas designed to assist Croatia in
accomplishing these goals, including: 1) growth of a dynamic and competitive private sector, 2} more
effective citizen participation and improved governance, 3) accelerated return and sustainable
reintegration of war-affected populations, and 4) mitigation of adverse social conditions and trends.

USAlD-funded economic activities address privatization, enterprise promotion, international
competitiveness, and energy restructuring. In early FY 2003, USAID will launch a market linkages
program focused on 1) developing Croatia’s agribusiness sector, consisting mostly of small and medium
enteprises (SMEs), and 2) establishing domestic linkages among producer organizations, processors and
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markets. USAID democratization efforts will continue to support NGO capacity building, political parties
and elections, and local government reform. Assistance to further the return and reintegration of war-
affected popuiations will continue through two programs involving infrastructure reconstruction and
economic revitalization of war-affected regions. As the infrastructure component of USAID's refugee
return and reintegration program ends in early FY 2004, a concerted effort will ensue on revitalizing the
economies of the war-affecied regions to encourage sustainable returns of young, economically active
families. A market-based New Housing Solutions program through a Development Credit Authority
agreement with a local Croatian Bank funded in FY 2002 will be launched in early FY 2003. USAID's
social transition program addressing 1) pension reform, 2) the promotion of democratic labor
organizations, 3) tripartite dialogue on social issues among labor, business and government, and 4)
efforts to increase public awareness in human trafficking and HIV/AIDS will continue to be supported in
FY 2003.

Other Program Elements: USAID's Regional Infrastructure Program (RIP) provides assistance to
targeted Croatian cities in developing private sector participation in the provision of local utility services,
with the prospects of attracting private investment in order to finance required capital improvermnents to
local infrastructure such as water facilities. Also, USAID’s Ecolinks Program, the Eurasian-American
Partnership for Environmentally Sustainable Economies, links businesses, local governments and
associations in Croatia with counterparts in the U.S. or other countries in the region to promote market-
hased solutions to environmental problems.

Other Donors: The United States and the European Union (EU) are the principle bilateral donors in
Croatia. The EU recently launched its multi-year, broad-based Community Assistance for Reconstruction,
Development, and Stabilization {CARDS) assistance program. The IMF and the World Bank are the
primary muttilateral lenders. USAID/Croatia works closely with other donors in the development and
implementation of activities, especially the World Bank, the United Nations High Commissioner for
Refugees (UNHCR) and the EU. USAID is implementing a technical assistance project closely linked to a
World Bank automation project on commercial law reform that aims to improve the efficiency of the
commercial court systemn, which is consistently cited by the private sector as a significant impediment to
doing business. Pension reform is another area of USAID-World Bank cooperation. USAID coordinates
democracy and refugee reintegration assistance with the European Union, UNHCR, the Council of
Europe, Office of Security & Cooperation in Europe, and other bilateral donors, including the British,
Norwegian, Dutch, German, Swedish and Canadian governments as well as with the State Department's
Bureau for Population, Refugees and Migration. USAID-EU coordination on refugee return programs
extends to the local level, where EU-funded housing reconstruction and USAID-financed infrastructure
and economic development activities serve the same communities. Major private donors include the
Open Society Institute and the C.S. Mott Foundation.
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Croatia

PROGRAM SUMMARY
{in thousands of doliars)
Accounts FY 2001 FY 2002 FY 2003 FY 2004
Actual Actual Prior Request Request
Asst. for E. Europe and the Baltic States 30,032 44 000 30,000 25,000
Supplemental - AEEB 14,583 0 0 0
Total Program Funds 44,625 44,000 30,000 25,000
STRATEGIC OBJECTIVE SUMMARY

160-0130 Growth of a Dynamic & Competitive Private Sector

AEEB | 15,300 14,350| 11,085 5,185
180-0210 Citizen Participation & Improved Governance

AEEB ] 10,5501 8,059] 5,140 5,015
160-0310 Return & Reintegration of War-Affscted Populations

AEEB | 10,131{ 12,450] 5,835/ 5,015
160-0340 Mitigation of Adverse Social Conditions & Trands

AEEB | 2,659] 3,150 3,105 2,605
160-0420 Cross-Cutting Programs

AEEB | 985| 950] 685| 700
TRANSFER

AEEB ! 5,000} 5,041| 4,150! 2,480

SO 160-0130 includes $5,300 of FY 2001 Supplemental - AEEB.
SO 160-0210 includes $2,500 of FY 2001 Supplemental - AEEB.
SO 160-0310 includes $4,166 of FY 2001 Supplemental - AEEB.
S0 1680-0340 inciudes $1,575 of FY 2001 Supplemental - AEEB.
S0 160-0420 inciudes $452 of FY 2001 Supplemental - AEEB.
TRANSFER includes $600 of FY 2001 Supplemental - AEEB.

Mission Director,
William Jeffers
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Data Sheet

USAID Mission: Croatia
Program Title: Growth of a Dynamic & Competitive Private Sector
Piilar: Economic Growth, Agriculture and Trade
Strategic Objective: _ 160-0130
Status: Continuing
Proposed FY 2003 Obligation: - $11,085,000 AEEB
Prior Year Unobligated: $7,211,000 AEEB
Proposed FY 2004 Obligation: $9,185,000 AEEB
Year of Initial Obligation: FY2001
Estimated Completion Date: FY2005

Summary: USAID/Croatia’s overarching objective for the Croatian economy is growth of a dynamic and
competitive private sector, to be accomplished by improving the macroeconomic environment for private
sector growth and delivering direct assistance to private organizations and enterprises. The USAID
economic development program has three elements, all of which focus on establishing the conditions to
generate private sector employment. First, USAID programs are assisting the GOC in implementing the
structural reforms necessary for Croatia to increase existing low leveis of foreign and domestic
investment, spur private sector growth, and reduce the high rate of unemployment (presently 16%).
USAID advisors are also supporting strong financial sector regulatory systems and new independent
regulatory authorities in the energy sector. Second, USAID programs are assisting Croatian businesses,
especially small and medium enterprises, to acquire the skills, tools, financing, and services needed for
them to compete in local, regional and global markets. Third, USAID programs are focused on
accelerating the privatization process in order to move productive assets from State hands into the private
sector through non-corrupt, transparent and competitive processes.

Inputs, Outputs, Activities:

FY 2003 Program:

Increase small and medium enterprise development ($8.200,000 AEEB): The impending breakup of
several large, vertically integrated agricultural producer/processor conglomerates, along with Croatia's
World Trade Organization membership, carry major implications for the competitiveness of agricultural
products. In response, USAID is launching a market-linkages program focusing on developing Croatia's
agribusiness sector, consisting mostly of SMEs, and on establishing domestic linkages among producer
organizations, processors and markets. With EU accession on the horizon, Croatian agribusinesses face
the daunting challenge of competing directly with heavily subsidized EU agriculture. Given that
agriculture is one of the few possible avenues to economic development and employment generation in
the lesser developed areas of Croatia -- especially war affected areas, this program is of critical
importance to the United States Government (USG) strategic goal of regional stability.

In addition to this agricultural sector program, FY 2003 funding will continue to support the Croatian
Enterprise Promotion (CEP) activity. Launched in September 2001, this activity works to stimulate private
enterprise productivity and profitability. The activity concentrates on improving the quality and
exportability of products and services originating in Croatian SMEs. The impact of USAID resources is
maximized by wholesaling technical assistance through domestic channels providing business
development services (BDS) for enterprises of all sizes. In order to disseminate these services to the
highest number of Croatian SMEs as possible, the activity will be expanded to include those SMEs in the
lesser developed areas of Croatia. The expanded enterprise development activity also will include a
workforce development component to assist Croatia to effectively target retraining programs for workers
displaced by enterprise restructuring and privatizations. Microfinance/SME lending activities will focus on
deepening the avaitability of financial services in lesser developed areas and acting as a vanguard for the
entry of the commercial banking sector in these areas. USAID will continue to support Croatia's efforts to
increase competitiveness across the board. Principal contractors/grantees are: Deloitte, Touche

88



Tohmatsu, Development Alternatives Inc.,, and JE Austin Associates (primes); FLAG Croatia and
International Executive Corps (subs).

Improved investment climate ($2,285,000 AEEB): USAID will build on the foundation that has been put in
place in 2000-2002, providing addilional technical assistance lo -Croatia in financial management
systems/process improvement and fiscal decentralization. To improve financial management systems
and processes, USAID will assist the Ministry of Finance (MOF) to implement modern internal audit and
control processes. The aims will be to strengthen overall public management, improve debt management
to support seund monetary and fiscal policy performance, reduce net interest expenses through better
cash management, and provide cost savings and enhanced accountability and transparency through
procurement reform. These measures, which will strengthen Croatia’'s capacity to competently manage
its financial affairs, will increase investor confidence in the continued stability of the macroeconomic
environment. In fiscal decentralization, USAID will assist the MOF to allocate resources more responsibly
and provide for the more efficient delivery of public services, put in place a modern property tax that will
serve as a strong revenue base for local governments, and train MOF staff involved in decentralization in
hands-on fiscal policy analysis and program and performance budgeting. Principal contractor/grantee is:
KPMG Barents (prime).

Privatization ($600,000 AEEB). USAID is assisting the Croatian Privatization Fund (CPF) in the
implementation of the government's aggressive privatization program to divest ail State ownership in
companies and assets. Current GOC plans call for the sale or liquidation of most the portfolio of assets
held by the CPF by mid-to-late 2003. USAID-funded advisors are assisting the CPF with monitoring and
analyzing its portfolio of assets; developing company profiles and divestiture strategies for the sale of
enterprises; fraining its employees in valuation methodologies; improving tendering procedures for the
sale of enterprises, including the introduction of bid evaluation criteria emphasizing investment and
enhanced  transparency, and developing pre-privatization strategies for enterprises. Principal
contractor/grantee is: Price Waterhouse Coopers (prime).

FY 2004 Program:

Smell and medium enterprise development ($9,185,000 AEERB): FY 2004 resources will continue to fund
several ongoing activities. These include the agriculture sector activity focused on SME development and
market linkages; the Croatia Enterprise Promotion activity providing new products and services for
Croatian business consultants to use in upgrading managerial skills in SMEs; and the enterprise
development activity working to achieve greater workforce deployment and higher incomes at all levels,

Performance and Resuits: USAID assistance in privatization has resulted in the restructuring, sale,
and/or liquidation of 30 enterprises sold through public tender and the sale of shares from 700
companies, generating approximately $132 million in revenue and approximately $70 million in
investment commitments. The CPF’s portfolio has been reduced by 700 enterprises, reducing the level of
cash subsidies from the Croatian Treasury. USAID-funded technical assistance led to the formation of
the “National Competitiveness Council” where very senior level representatives from the private sector
and government are collaborating on removing impediments to Croatia’s competitiveness. The Chief
Executive Officers (CEOs) of some of the largest businesses in the country, key GOC officials (including
the Deputy Prime Minister for Economic Affairs), national labor leaders, and the rectors of the country's
most important universities are working to develop a common action agenda focused on competitiveness.
With USAID support, the Council succeeded in taking the steps necessary for Croatia to be included in
this year's global competitiveness report pubiished by the World Economic Forum. In enterprise
development, USAID supported the 5,000 member Croatia Empiloyers' Association (HUP) in establishing
a sustainable association for business consulting service providers, a step that will ensure quality
standards for consultants. USAID helped the Association to develop internationally-accredited
certification programs and to provide for marketing and financial cost controls with the aim of improving
access to domastic and export markets for Croatian SMEs, in addition to the training of consultants.

Successful achievement of this program will help Croatia reach Northern Tier graduation thresholds of 1)

private sector share of GDP (70%), 2) GDP as a share of 1989 GOP (100%), and 3) unempioyment rate
(9%).
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US Financing in Thousands of Dollars

Croatia

160-0130 Growth of a Dynamic & Competitive :
. AEER
Private Sector
Through September 30, 2001
Obligations 16,591
Expenditures 3,847
Unliquidated 12,744
Fiscal Year 2002
Obligations 12,031
Expenditures 10,214
Through September 30, 2002
Obligations 28,622
Expenditures 14,061
Unliquidated 14,561
Prior Year Unobligated Funds
Chbiligations 7.211
Planned Fiscal Year 2003 NOA
Obligations 11,085
Total Planned Fiscal Year 2003
Obligations 18,296
Proposed Fiscal Year 2004 NOA
Obligations 9,185
Future Obligations 0
56,103

Est. Total Cost

FY 2002 Obligations include $1.105m of FY 2001 Supplemental AEEB.
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Data Sheet

USAID Mission: Croatia
Program Title: Citizen Participation & Improved Govemance
Piilar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 160-0210
Status: Continuing
Proposed FY 2003 Obligation: $5,140,000 AEEB
Prior Year Unobligated: $1,740,000 AEEB
Proposed FY 2004 Obligation: $5,015,000 AEEB
Year of Initial Obligation: FY 2001
Estimated Completion Date: FY 2005

Summary: Croatia’s fragile coalition government continues to face major challenges in promoting and
consolidating democratic reforms. These challenges include: improving the enahling environment for civil
society and media; fortifying the legisiative framework; strengthening the transparency, responsiveness
and accountability of governance at all levels; enhancing the capacity of local governments; and
promoting judicial reform. USAID-funded activities designed to help the GOC meet these challenges
inciude support for local government reform, NGO and civil society development, political party and
legislative strengthening, and judicial reform.

inputs, Outputs, Activities:

FY 2003 Program:

Increase the capacity of local governments to manage the new administrative and fiscal demands brought
on by decentralization ($1,860,000 AEEB). USAID's local government reform program assists pilot local
governments with “best-practices” in financial and asset management, local economic development, and
citizen participation in local affairs. Expansion and dissemination of this program to over 500 local
governments will effectively introduce reforms to most of the local government sector in Croatia. The
project will help these governments to become fiscally responsibie and accountable. Principal
contractor/grantee is: Urban Institute (prime).

Improve the capacity of local civil society organizations and the overall NGO sector in Croatia ($1,200,000
AEEB). USAID’s NGO program, launched in December 2001, is providing 13 leading Croatian NGOs
with the management, fund-raising, and outreach skilis they need 1o become sustainable, helping them to
reach out to grass-roots organizations through small grants. The NGOs that received USAID assistance
are today the strongest in the country and are the cornerstones of the current civil society program.
These NGOs cover various sectors including health, environmental protection, human rights, community
development, disabled persons, youth and women. This program will also help to operationalize the
GOC's Office of NGOs and help it push though a much needed law on foundations. Principal
contractorigrantee is: Academy for Educational Development {prime).

Increase responsiveness and accountability of Croatia's political parties and Parliament ($1,680,000
AEEB). USAID’s programs will continue to strengthen the political party structure, enabling the pariies to
more accurately represent the view and goals of their constituents. In addition, at the national level,
USAID's ongoing Parliamentary program will assist Members of Parliament to work more effectively in
committees and caucuses in an effort to help the Parliament become a transparent and representative
institution with” effective internal operations. “A national poll identifying the general population's priorities
will be carried out to help political parties to prepare for and compete effectively in the upcoming round of
elections in early 2004. A get-out-the-vote campaign will also be funded to help promote this next pivotal
round of elections. Principal contractors/grantees are: International Repubiican Institute and National
Democratic Institute {primes).
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Increase Croatian judges’' professional development and courtroom management ($400,000 AEEB).
Enormous case backlogs and lengthy delays in case processing are recognized as a significant constraint
to citizens’ access to justice in Croatia. The civil litigation process is so inefficient that it can take three to
five years for one case to obtain an enforceable judgment. USAID assistance through the American Bar
Association/Central European and Eurasian Law Initiative (ABA/CEELI) will work with the Croatian
judiciary on alternative dispute resolution (ADR) methods that will seek to ease some of the case
backiogs. In addition, ABA/CEEL! will work with the Croatian Supreme Court to develop a public
education and information campaign to inform the public about court administration, judicial proceedings,
and the rights of litigants and will continue to provide legal expertise in the development of sustainable
changes to the Law School curriculum. Principal contractor/grantee is: ABA/CEELI (prime).

FY 2004 Program:

Increase the capacity of local governments to manage the new administrative and fiscal demands brought
ont by decentralization ($1,985,000 AEEB). Additional funding will enable the program to extend best
practices to more local governments, introduce reforms to most of the local government sectoer, familiarize
citizens with their role in a democracy, and consolidate gains that have been made in the sector. The key
result will be a critical mass of communities capable of assuming new responsibilities for the
decentralization process, a development providing for important spread effects.

Improve the capacity of local civil society organizations and the overall NGO sector in Croatia ($2,105,000
AEEB). As the NGO sector develops more capacity, it will work more with local governments in the area
of service delivery with the overall goal of fostering a liberal society that enables and encourages citizen
participation, .

Increase responsiveness and accountability of Croatia's political parties ($525,000 AEEB). USAID will
continue to work with Croatia’s political parties, particularly at the local government level in the lesser
developed regions within the country, in order to help them prepare and compete in the local elections
scheduied for mid-to-late 2004.

Increase Croatian judges’ professional development and courtroom management ($400,000 AEEB).
ABAJCEELI will continue its efforts to establish sustainable, effective clinical law programs at Croatia's law
faculties, introduce effective ADR mechanisms, and develop a permanent Judicial Training Center.

Performance and Results: Of 567 lgcal governments, over 400 (more than 75%) are using practices
introduced by the program, thereby strengthening their capacity to assume increased responsibilities.
Also, cities across Croatia are managing their financial affairs better.  In addition, USAID provided
technical assistance, training and materials to independent print and broadcast media and to journalists’
professional associations. As a result, 24 media outlets (13 radio, 4 print, 7 television) are now operating
on a self sustaining basis, generating needed revenues. Likewise, Croatia's only independent television
network is now financially and technically independent and broadcasts high quality programs.

USAID’s program resulted in significant improvement to NGO infrastructure, enabling a group of six
Croatian NGOs to become service providers for smaller NGOs as well as local governments. The
program afso helped NGOs to successfuily lobby for changes to the Law on Social Welfare regarding
benefits and work opportunities for persons with disabilities. Assistance to Croatia's poiitical parties
resulted in the creation of Party Coordinators whose role is to serve as liaisons between party
headquarters, their branch offices and local elected representatives. Zagreb Municipal Court judges and
staff have demonstrated improved case management capacity, disposing of 4,400 more civil cases in
2001. Case backlogs also have been reduced.

Future engagement in local government reform and NGO capacity-building will help Croatia achieve
levels of democratic reform comparable to graduate SEED countries. A critical mass of communities will
assume new responsibilities for the decentralization process, allowing continuance of this process. A
local NGO will be better prepared to act as a legacy mechanism, ensuring that three grant-giving and ten
other organizations will be able to diversify their funding base, improve their financial sustainability, and
weather any gaps of assistance to the civil society sector from larger donors such as the EU.
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US Financing in Thousands of Dollars

Croatia
1680-0210 Citizen Participation & Improved AEEB
Governance
Through September 30, 2001
Obligations 28,594
Expenditures 20,646
Unliquidated 7,948
Fiscal Year 2002
Obligations 11,150
Expenditures 7,802
Through September 30, 2002
Obligations 39,744
Expenditures 28,448
Unliguidated 11,296
Prior Year Unobligated Funds
Obiligations 1,740
Planned Fiscal Year 2003 NOA
Obligations 5,140
Total Planned Fiscal Year 2003
Obligations 6,880
Proposed Fiscal Year 2004 NOA
Obligations 5,015
Future Obligations ]

51,639

Est. Total Cost

FY 2002 Obligations include $2.5m of FY 2001 Supplementai AEEB.
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Data Sheet

USAID Mission: Croatia
Program Title: Return & Reintegration of War-Affected

Populations
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 160-0310
Status: Continuing
Proposed FY 2003 Obligation: $5,835,000 AEEB
Prior Year Unobligated: $835,000 AEEB
Proposed FY 2004 Obligation: $5,015,000 AEEB
Year of Initial Obligation: 2001
Estimated Completion Date: 2005

Summary: USAID's program to increase sustainable return of minority refugees is concentrated in ten
municipalities and towns that have demonstrated commitment to the process. Helping those who have
returned remain and atiract other returnees, the program delivers a critical mass of assistance including
infrastructure reconstruction, economic revitalization, legal aid and housing sclutiens to communities that
weicome and contribute toward the return of minority citizens. The following criteria are used: 1) number
of returns to date and potential for further returns, 2) availability of cost-effective projects, 3) potential for
economic development and job creation, 4) support of local authorities for the return process, and 5)
potential for cross-horder impact.

inputs, Outputs, Activities:

FY 2003 Program:

The Community Infrastructure Rehabilitation Program (CIRP), begun in FY 2001, focuses on the
reconstruction of infrastructure in partnership, war-affected municipalities to support the return and
reintegration of displaced persons and refugees. The activity was fully funded in FY 2002 and will be
completed by the end of CY 2003. THe principal contractor is Louis Berger (prime).

Increase economic and social viability in partnership municipalities ($4,779,000 AEEB). The Economic
and Community Revitalization Activity (ECRA) in FY 2003 will focus on: 1) economic programs that create
jobs and economic activity, 2) reintegration in return areas, 3} information exchanges and direct contacts
to increase the rate of cross-border returns, and 4) improved access to housing for returnees, displaced
persons and “settlers” using market-based approaches. ECRA activities are implemented through sub-
grants to Croatian and U.S. organizations through a cooperative agreement with a U.S. NGO "umbreila
grant manager." ECRA sub-grantees implement a wide array of programs in USAID partnership
municipalities such as 1) legal assistance to returnees, 2) computer training for youth and women, 3}
micro-credit and related business services and training to entrepreneurs, cooperatives and individual
farmers, and 4) the development of community-based organizations, e.g., Village Boards. Beginning in FY
2003, ECRA resources will concentrate on economic revitalization which appears to have the greatest
potential for promoting sustainable returns and mitigating potential ethnic conflicts.

The New Housing Solutions Program {NHSP), an important new element initiated in FY 2002, is partially
impiemented under ECRA and partially under USAID's Development Credit Authority {DCA) (see below).
The NHSP is applying market-based approaches to mesting the shelter needs of both returnees whose
homes require repair or reconstruction and refugees from Bosnia who wish to remain in Croatla and
require permanent accommodation ("settlers”). ECRA partners are implementing two pilot activities
demonstrating new approaches to resolving housing problems, including: 1) a group of 100 refugee
families are being assisted with the repair and reconstruction of their war-damaged houses and 2) a
group of 100 settier families who are occupying the homes of 100 refugee families wishing to return to
Croatia are being assisted to find permanent housing. The pilot activities are designed to give
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beneficiaries greater control over and accountahbility for their permanent housing solutions. Technical
support for a complementary loan guarantee program under the DCA is provided under ECRA.

Principal contractors/grantees are: Mercy Corps (prime), Urban Institute, International Catholic Migration
Commission, Catholic Relief Services, Center for Civil Initiatives, Serb Democratic Forum, International
Rescue Committee, Firm Level Assistance Group, Center for Education and Counseling of Women, Steps
of Hope, MIKROPLUS, Net for Peace, Dalmation Solidarity Committee, Organization for Civil Initiatives,
and Center for Peace, Non-Violence and Human Rights {subs).

Improve access to housing for retumning refugees and “settlers” ($1,056,000 AEEB). Under the FY 2002
Croatia Mortgage and Home Improvement DCA Loan Guarantee Agreement with the bank Prevredna
Banka Zagreb, USAID will guarantee 50% of the bank’s mortgages made to approximately 1,000 settler
families who vacate refugee-owned homes and purchase a new home from the GOC. This will also permit
the GOC to recover some of the funds it has invested in the initial purchase of homes for reuse by
settiers. The bank will also offer home improvement loans, partially guaranteed by USAID, to qualified
home owners in war affected areas. This will demonstrate that there is viable business for banks in the
war-damaged areas and aiso stimulate the economies of these areas. The initial loan guarantee program
will leverage private sector resources on a ratio of about 30 to 1. If the initial guarantee program goes
well, USAID is prepared to fund a second phase in FY 2003. The principal contractor is the Urban
Institute.

FY 2004 Program:

Increase economic viability in partnership municipalities ($5,015,000 AEEB). ECRA will continue to focus
on economic revitalization in FY 2004. This will involve expanded micro-credit, business development
services, and support for the formation and development of agricultural cooperatives and micro-
entrepreneurs. ECRA will give priority to promoting the sustainability of the cooperatives and businesses
it creates as wel as its indigenous implementing partners who will continue to provide support to
economic revitalization after ECRA ends.

Performance and Results: Although refugee returns to Croatia in CY 2002 (11,000) are about 7% lower
than the previous year, the 1,665 refugees who returned to USAID partnership municipalities represent a
30% increase over returns to these municipalities in the previous baseline year. Fifty-four percent of the
refugees who returned to USAID's partnership municipalities were in the economically active age group of
18 1o 50. To date, 24 of the 91 infrastructure projects selected for funding have been compieted.

Under ECRA, community committees representing all segments of the municipality are functioning in ten
USAID partnership municipalities. As of October 2002, ECRA activities had created employment for
almost 800 people, generated 88 new coniracts worth over $800,000 for enterprises, and ieveraged
$330,000 from other sources including commercial banks. Almost 3,500 people of all ethnic groups have
participated in ECRA-assisted community activities, and over 5,000 people received legal assistance of
which 35 percent had their cases resolved. Residents and local government officials report that life has
returned to normalcy in their communities as a resuit of the multiple activities implemented by USAID.
Finally, 80 of the 100 beneficiary families have been selected for the housing reconstruction program and
30 of these families have begun repairing their homes.

End outcomes of CiRP are a greatly improved quality of life in partnership and surrounding municipalities
through compietion of 91 infrastructure projects providing 40,000 people with safe drinking water,
restored power supplies, resumed normal operations of schools and health services, and re-opened
community facilities. As for ECRA, an optimistic, positive atmasphere in partnership municipalities will be
created with a solid base for continuing economic development and community revitalization activities
and achieving results such as the creation of jobs and agricultural cooperatives, resolution of property
issues, reconciliation among the multi-ethnic population, and maturation of organizations providing a wide
variety of community services.
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US Financing in Thousands of Dollars

Croatia
160-03 1.0 Return & Reintegration of War-Affected AEEB CSH DA
Populations
Through September 30, 2001
Obligations 78,379 500 1,126
Expenditures 55,229 0 1,126
Unliquidated 23,150 500 0
Fiscal Year 2002
Obligations 15,729 0 0
Expenditures 12,072 ' 500
Through September 30, 2002
Obligations 94,108 500 1,126
Expenditures ' ' 67,301 500 1,126
Uniiquidated 26,807 0 0
Prior Year Unobligated Funds
Obligations 835 0 0
Plannaed Fiscal Year 2003 NOA
Obligations 5,835 0 0
Total Planned Fiscal Year 2003
Obiligations 6,670 0 0
Proposed Fiscal Year 2004 NOA
Obligations 5,015 0 0
Future Obligations 0 0 0
Est. Total Cost 106,793 500 1,126

FY 2002 Obligations include $1.1850m of FY 2001 Supplementai AEEB.
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Data Sheet

USAID Mission: Croatia
Program Title: Mitigation of Adverse Social Conditions & Trends
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 160-0340
Status: Continuing
Proposed FY 2003 Obligation: $3,105,000 AEEB
Prior Year Unobligated: $1,056,000 AEEB
Proposed FY 2004 Obligation: $2,605,000 AEEB
Year of Initial Obligation: 2001
Estimated Completion Date: 2005

Summary: USAID/Croatia's Social Transition program, which began less than two years ago, is aimed at
addressing the mounting social ills and political disaffection originating from decades of socialism and
post-independence economic contraction. These ills include: high unemployment, growing income
inequality; expensive and inefficient health, pension and social welfare systems; inflexible labor markets;
disaffected youth; increasing availability of illegal drugs; and declining school enroliments at ail levels.
USAID sccial sector activities are modest, targeted to include: 1) enhancing the public’s understanding
and support for reforms in the pension system and other social areas; 2) supporting muiti-stakeholder
negotiations on vital social reforms such as the labor and family laws under the aegis of the Croatian
Economic and Social Council (GSV); and 3) strengthening the capacity of organizations working to raise
awareness about HIV/AIDS and human trafficking.

Inputs, Outputs, Actlvities:

FY 2083 Program:

Provide the Ministry of Labor and Social Welfare with the necessary technical assistance to enhance the
Ministry's public education capability ($1,000,000 AEEB). USAID has played a vital and exclusive role in
assisting the GOC with the first phase of implementation of pension reform through a comprehensive
public education campaign, regulatory and oversight training, and information technology assistance. The
GOC has requested that USAID, in addition to continuing with its technicai assistance for pension reform,
expand its efforts in the area of public education to include other social welfare issues such as
unemployment programs. Additional assistance will heip the Ministry to build a strong capacity to provide
information to the general population about new social initiatives and programs.  Principal
contractor/grantee is: Carana (prime).

Improve the Tripartite Dialogue process through Croatia's Economic and Social Council ($1,015,000
AEEB). While some reforms have been successful, others have not. To this end, USAID will continue
modest and targeted interventions aimed at enhancing the public-private dialogue through its tripartite
initiative on social dialogue among labor, business and government. USAID's Tripartite Dialogue Project
will continue to work closely with the GOC and Croatian social partners to establish the Office for Social
Partnership (OSP), providing ongoing management and technical assistance. USAID will furnish
expertise and training in substantive areas so that the OSP can provide the social partners with research
and analysis on the reforms under discussion at the GSV. The OSP acts as a secretariat for the GSV —
the venue for bipartite and tripartite dialogue on economic, social, and iabor issues. Principal
contractor/grantee is: Management Systems International {prime).

Strengthen the constituents outreach mechanisms and leadership in Croatia's trade unions ($870,000
AEEB). Representing nearly 70% of the Croatian workforce, trade unions play a criticai role in economic
restructuring. USAID’s support for labor unions will focus on strengthening their infrastructure and
constituent outreach, democratizing union leadership and management, and improving negotiation skills
in order that unions can function as credible partners in the triparite dialogue.  Principal
contractor/grantee is: American Center for international Labor Sclidarity (prime).

97



Increase public awareness to combat trafficking in persons ($120,000 AEEB). USAID's support to
combat Trafficking in Persons (TiP) focuses on raising awareness among the public, media, law
enforcement officials and policy-makers through targeted campaigns and training opportunities. Greater
public awareness will stimulate public pressure to adopt specific TiP legislation, including the adoption of
a national action plan to combat trafficking. The program will aiso focus on collecting baseline data in
order to develop a clearer picture of the trafficking situation in Croatia. Accurate information on the extent
of the trafficking problem will help USAID to better target its resources and provide tocal policy-makers
with appropriate guidance on how best to deal with the issue. Principal contractors/grantees are:
International Organization for Migration and International Catholic Migration Commission (primes).

FY 2004 Program:

Improve the Tripartite Dialogue process through Croatia’s Economic and Social Council ($1,210,000
AEEB). USAID will continue modest and targeted interventions aimed at enhancing the public-private
dialogue through its tripartite initiative on social dialogue among labor, business and government.
USAID's Tripartite Dialogue Project will continue to work closely with the GOC and Croatian social
partners to establish the OSP, providing ongoing management and technical assistance.

Strengthen the constituents outreach mechanisms and leadership in Croatia's trade unions ($1,275,000
AEEB). USAID will continue to work to strengthen unions to enable them to fulfill their social and
economic responsibiiities.

Increase public awareness to combat trafficking in persons ($120,000 AEEB). USAID wili continue efforts
to raise awareness among the public, media, law enforcement officials and policy-makers about trafficking
issues through targeted campaigns and training, in addition to continuing to gather baseline data.

Performance and Results: A public education campaign mounted by the GOC with USAID funding
resulted in enhancing public awareness and support of the new “pillar two” pension system from 20% to
80% in the months during the enrollment campaign. An end result was the enroliment of over 900,000
people. Significantly, this campaign has broken new ground and has become the model for similar GOC
outreach efforts in privatization and other critical reforms. Much of the success of the campaign can be
credited to USAID’s work with Croatia’s trade unions. One hundred trained union members went around
the country informing union membership, approximately 70% of the entire workforce, about pension
reform policy, rules, regulations and requirements. Over 50,000 persons were trained in over 1,800
sessions, contributing considerably to the increased acceptance of pension reform.

USAID's social transition activities have worked specifically with the Ministry of Labor and Social Welfare
to ensure that legislation will be submitted to the GSV at least 14 days in advance of being submitted to
the Parliament, leading to more careful consideration of the legisiation and the improved likelihood of
passage. Inthe past, legislation was provided one to two days in advance of going to Parliament, if at all.

Upon completion of program activities, USAID anticipates that that the GSV will be able to discuss and
vet issues of social reform that lead to successful resoiution. A large part of success within this context
consists of the ability of the GOC to craft a positive public message on social reform issues and the
resolution of issues by tripartite partners in a transparent and effective social dialogue, together illustrating
that democratic reform is stabilizing and taking root. In addition, Croatia’s three pillar pension system will
be growing and operating effectively.
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US Financing in Thousands of Dollars

Croatia

160-0340 Mitigation of Adverse Social Conditions
AEEB

& Trends
Thro:._[grh September 30, 2001
Obligations 1,923
Expenditures 164
Unliquidated 1,759
Fiscal Year 2002
Obligations 2,829
Expenditures 2,402
Througg Saptember 30, 2002
Obligations 4,752
Expenditures 2,566
Unliquidated 2,186
Prior Year Unobligated Funds
Obligations 1,056
Planned Fiscal Year 2003 NOA
Obligations 3,105
Total Planned Fiscal Year 2003
Obligations 4,161
Proposed Fiscal Year 2004 NOA
Obligations 2,605
Future Obligations 0
Est. Total Cost 11,518

FY 2002 Obligations include $.675m of FY 2002 Supplemental AEEB.
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Data Sheet

USAID Mission: Croatia
Program Title: Cross-Cutting Programs
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 160-0420
Status:

Proposed FY 2043 Obligation: $685,000 AEEB
Prior Year Unobligated: $850,000 AEEB
Proposed FY 2004 Obligation: $700,000 AEEB
Year of initial Obligation: 2001
Estimated Complstion Date: 2005

Summary: USAID/Croatia's cross-cutting pragram currently includes two components, namely: 1)
technica! assistance for cross-cutting activities in anti-corruption and 2) training and related support that
cuts across all programs. In the past, it had included a component related to the promotion of
environmentat partnerships between domestic businesses, local governments, and associations and their
counterparts in the United States. The activities embodied in the cross-cutting program support USAID's
overall assistance goals and help produce resuits under all USAID/Croatia programs.

Inputs, OQutputs, Activities:

FY 2003 Program:

Cross-cutting activities ($685,000 AEEB). Resources will support cross-cutting. activities that affect
multiple programs. These activities support USAID's overall assistance goals and influence the results
under these programs. The Mission will continue to promote targeted initiatives to promote public
awareness regarding corruption, increased citizen demand for sound governance, transparency and
accountability and help the government meet its Stability Pact anti-corruption commitments. Anti-
carruption efforts will be mainstreamed within activities under all programs wherever opportunities exist.

Training is a common activity across programs and will continue throughout the strategic planning peried.
Most training is directly related to a particular program and is budgeted accordingly. A modest training
budget is will be managed bas a cross-cutting activity to permit training support to the cross-cutting anti-
corruption activities and to those that support overall program goals. Program support costs will cover
impending evaluations and technical assistance for strategic planning exercises. The principal
contractor/grantee is World Learning (prime)

FY 2004 Program:

Training and program support ($700,000 AEEB). USAID will continue to fund training programs that
support overall program goals. Training is a common aclivity across USAID/Croatia programs and will
continue throughout the strategic planning period. Most training is directly related to a particular program
and is budgeted accordingly. However, a modest training budget will be managed as a cross-cutting
activity to permit training support to the cross-cutting anti-corruption activities and to those that suppon
overall program goats. Program support costs will cover impending evaluations and technical assistance
for strategic ptanning exercises.

Performance and Results: in FY 2002, USAID/Croatia's training programs included 30 different
programs in 14 countries and trained a total of 442 participants at a total cost of $1.1 million. USAID's
participant fraining implementer World Learning provides essential services to support a broad range of
short-term technical training in the United States and Europe. These programs are carefully tailored to
support USAID/Croatia’s programs and specific assistance activities. As such, they require thoughtful
program development as weli as careful logistical support, monitoring, evaluation and follow-up. A
number of specific results can be identified. One, 15 judges ang 15 court administrative staff spent time
learning about the Slovenian court automation system with the hope that a similar automation system
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could be set up in the Croatian courts. As a result, these participants now comprise a core group of court
staff who understand automation and are supporting GOC efforts in this regard. In addition, the trip
facilitated stronger links between the Slovenian and Croatian courts. Two, a group of 11 young political
journalists were selected to attend special training at the BBC on broadcast methods and techniques.
USAID anticipates that the irainees will use the principles of this late FY2002 training through the BBC to
broadcast more responsible and accurate reports, with the overall aim of strengthening the quality of
broadcast journalism. Three, as a result of a participant training experience in Denmark, representatives
from several local governments agreed on the need for a set of statutes to provide guidance on
decentralization. The statutes will be prepared under the auspices of the Croatian Association of Cities
and Municipalities and distributed throughoui the local government sector. Four, USAID supported a
series of training seminars conducted by the Croatian Mine Action Center (CROMAC) for the media, local
government officials and the officials of the national utility agencies. The purpose of the seminars was to
educate these officials on the nature and scope of the problems and CROMAC's efforts to clear the
country of mines. The seminars have resulted in more accurate reporting on the mine problem and better
cooperation in setting priorities between local governments and the national utility agencies on the one
hand and CROMAC on the other. Five, a Pension Reform Study Tour for journalists to Hungary offered
exposure to pension reform activities in another regional country. The purpose was to ensure that the
Croatian Pension Reform take into consideration all “lessons learned” from other countries and to give
journalists the opportunity to compare different systems. As the result of this trip, over a two month period
there was a significant increase in the number and tone of articies (79 in May and 76 in June) concerning
the positive aspects of the Croatian model versus others. Six and last, another program with an
immediate result was the participation of an advisor to the Croatian Securities and Exchange Commission
in a program in Bulgaria on Enforcement and Market Oversight. Immediately upon her return, she used
her experience to contribute to the law on securities market that was passed by Parliament.
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US Financing in Thousands of Dollars

Croatia
160-0420 Cross-Cutting Programs AEEB
Through September 30, 2001
Obligations 13,304
Expenditures 10,720
Unliquidated 2,584
Fiscal Year 2002
Obligations 673
Expenditures 2,195
Through September 30, 2002
Obligations 13,977
Expenditures 12,915
Uniiguidated 1,062
Prior Year Unobligated Funds
Obligations 950
Planned Fiscal Year 2003 NOA
Obligations 685
Total Pianned Fiscal Year 2003
Obligations 1,635
Proposed Fiscal Year 2004 NOA
Obligations 700
Future Obligations 0
Est. Total Cost 16,312

FY 2002 Obligations include $.240m of FY 2001 Supplemental AEEB.
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Cyprus

The Development Challenge: Following the provision of humanitarian relief assistance after the events
of 1974, USAID shifted its program emphasis to bicommunal multi-sector development activities,
structured to engage individuals and organizations from both Greek Cypriot and Turkish Cypriot
communities. USAID assistance is designed fo increase multi-sectoral contact between the two
communities in order to improve cooperation between individuals and organizations from the fwo sides
and, ultimately, reduce tensions.

There is both a physical and economic divisicn between the two communities. While the GDP per capita
is approximately $16,400 on the Greek Cypriot side, it is only approximately $5,263 on the Turkish Cypriot
side. During the last two years, the continuing depreciation of the Turkish Lira and Turkey's growing
economic problems exacerbated economic hardships in the Turkish Cypriot community. An economic
austerity package in the North led to sirikes and public protests, and the failure of severai banks
reinforced the climate of economic deterioration. The disenchantment of the Turkish Cypriot community is
reflected in an ongoing process of emigration--including many of the young--and a resulting brain drain.

Facilitating a resolution to the Cyprus dispute--to defuse tensions between NATO allies Greece and
Turkey and promote stability in the Eastern Mediterranean--remains a key priority of U.S. foreign policy.
The United States supports the ongoing mission of the good offices. of the UN Secretary General to
achieve a just and lasting settlement that protects the legitimate interests of both Greek Cypriots and
Turkish Cypriots.

The USAID Program: The annual Congressional appropriations language on Cyprus reflects Congress’
objectives: “...reunification of the island and ... reduce tensions and promote peace and cooperation
hetween the two communities on Cyprus.” The USAID approach supports Congress' objectives by
foctising on increasing and strengthening cooperation and mutual tolerance between Greek Cypriots and
Turkish Cypriots and provides initiatives that support a comprehensive settlement. The resuiting
cooperative relationships and activities are expected to strengthen each side's ability to compromise on a
just and lasting settlement, provide opportunities for multi-sectoral contacts to increase the number of
stakeholders in a solution, and promote tolerance and mutual understanding in support of a
comprehensive settliement. USAID’s grant to the United Nations Development Programme (UNDP) for the
Bicommunal Development Program funds technical assistance, commodities and training/workshops
related to agriculture, education, participant training, civil society/non-governmental organization (NGO)
strengthening, information technology, communication, and telecommunications. Other activities involve
public infrastructure, environmental management, public health, economic development, urban renewal,
and historic restoration and preservation. The program has foslered cooperation despite an unevenly
enforced prohibition on bicommunai meetings by the Turkish Cypriot leadership. According to the UNDP
Annual Report (October, 2002), there were over 155 bicommunal meetings in 2001, and substantially
more in 2002, as compared with twenty recorded bicommunal meetings in 1897, just before the
prohibition. There are approximately 50 ongoing activities with the authorities of the two Cypriot
communities, with 60 more initiatives being implemented via NGOs in both communitigs.

The Program Data Sheet provides additional detail on the program for which USAID is requesting funds
during FY 2003 and FY 2004. These funds are implemented through a major grant to the United Nations
Development Programme (UNDP) for the Bicommunal Development Programme, and other agencies'
activities inciuding the U.S. State Department's Cyprus-America Scholarship Program (CASP,
imptemented by the Cyprus Fulbright Commission), the Bicommunal Support Program (implemented by
the U.S. Embassy in Cyprus); and the U.S. Department of Interior's U.S. Geological Survey for the
Bicammunal Data Base for Water Management.

in case of actual political settlement, the program would support the terms of the approved peace

agreement in priority strategic areas and be dedicated to the success and viahility of the UN-brokered
agreement between the two communities.
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Other Program Elements: None.

Other Donors: The United States is the principal donor supporting bicommunal activities in Cyprus. The
European Union (EU) and, separately, a number of European countries, including Germany, Norway,
Slovakia, and the Czech Republic, are funding bicommunally-oriented initiatives focused an civil society,
urban restoration, women, political parties, entrepreneurs, journalists, and labor unions. As Cyprus
advances towards ELl membership, it is expecied that the EU, which is the largest overall donor to
Cyprus, will also become the largest donor to bicommunal programs.
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Cyprus
PROGRAM SUMMARY

{in thousands of doilars)

Accounts FY 2004 FY 2002 FY 2003 FY 2004
Actuai Actual Prior Request Request
Economic Suppont Fund 14,967 15,000 15,000 7.500
Total Program Funds 14,967 15,000 15,000 7,500
STRATEGIC OBJECTIVE SUMMARY
233-0410 Cyprus Bicommunal Program
ESF | 14,967} 15,000 15,000 7,500
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Data Sheet

USAID Mission: Cyprus
Program Title: Cyprus Bicommunal Program
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 233-0410
Status: Continuing
Proposead FY 2003 Obligation: $15,000,000 ESF
Prior Year Unobligated: $1,066,000 ESF
Proposed FY 2004 Obligation: $7,500,000 ESF
Year of Initial Obligation: FY 1975
Estimated Completion Date: Indefinite

Summary: Grant funds are used to promote and develop bicommunal activities in a wide range of
economic, social and cultural life in Cyprus. Major categories of assistance related to reconciliation
include technical assistance for a wide array of sector-specific activities and implementing partners;
retated training and workshops; and commedities including materials, equipment, and supplies.

Inputs, Outputs, Activities:

FY 2003 Program:

USAID impiements and manages the major grant to the United Nations Development Programme
{UNDP) for the Bicommunal Development Program. USAID also transfers funds for direct implementation
by other U.S. Government agencies including the Department of State {Cyprus America Scholarship
Program implemented by the Cyprus Fulbright Commission, and the Bicommunal Support Program
implemented by the U.S. Embassy); and the U.S. Department of the Interior's U.S. Geological Survey
{bicommunai data base for water management}. USAID employs a U.S. Personal Services Contractor
(USPSC), based in Nicosia, and the Department of State engaged two USPSCs {o provide local
menitoring, advice and coordination of the program.

Bicommunal development program ($10,000,000 ESF). USAID's Bicommunal Development Program is
implemented through a muiti-year, $60 milion grant to UNDP. The USAID program funds discrete
activities in agriculture, education (e.g. TV programs for children in both communities), participant training,
civil society/ non-governmental organization (NGO) strengthening, information technology, education,
communication, and telecommunications. Qther activities involve public infrastructure, environmental
management, public health, urban renewal, and historic restoration and preservation. This grant program
was initiated in 1998, when the UN High Commission for Refugees concluded its role as implementer. In
2001, USAID amended the grant to UNDP to extend the program through December 2004, for a total life-
of-project level of $60 million. An obligation of $2.5 million to fully-fund this grant is expected during FY
2003. In view of a potential political settlement, a possible grant extension or the design and funding of a
new, follow-on grant to UNDP is also being considered to take place during FY 2003. The implementer is
the United Nations Development Programme (prime).

Interagency transfers to support an environment for feconciliation ($5,000,000 ESF). Annual transfers of
funds to the U.S. Department of State are utilized for separate grant and contract instruments to provide
scholarships and short-term training (Cyprus-America Scholarship Program), as well as for the
implementation of short-term, politically sensitive technical and training support for meetings and
workshops (Bicommunal Support Program). The Cyprus America Scholarship Program was funded with
$4.35 million in FY 2002, with continued funding (precise level to be determined) anticipated in FY 2003.
The State Department's Bicommunal Support Program received $269,000 in FY 2002 funding. Additional
FY '03 funding (precise level to be determined) will be provided in 2003. Using funding provided in FY
2000 to FY 2002, the U.S. Geological Survey continues to provide technical assistance, training, and
commodities to establish a bicommunal water management database in Cyprus that will help both the
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Greek Cypriots and Turkish Cypriots make joint decisions for efficient water resource management. U.S.
Departiment of State (prime) and U.S. Geological Survey (prime).

FY 2004 Program:

For the entire Cyprus portfolio, funds in FY 2004 intended to be used for a continuation of bicommunal
activities, based on emergent needs as well as new opportunities ushered through a potential political
settiement, generally utilizing the existing grant/contract mechanisms.

Bicommunal development program ($5,000,000 ESF). The Bicommunal Development Program will
continue activities similar to ongoing activities. If a political setttement is reached, programming will likely
shift towards activities that encourages support for and implementation of the political settlement. United
Nations Development Programme (prime).

Interagency transfers to support an environment for reconciliation ($2,500,000 ESF). FY 2004 funds are
expected to continue ongoing activities through the existing grant/contract mechanisms. Activities could
change so that they meet the new needs that would arise from a political settlement. U.S. Department of
State {prime).

Performance and Results: The bicommunal program has fostered cooperation on activities of mutual
interest and increased mutual understanding between Greek and Turkish Cypriots in multiple sectors
through more than 110 activities. Principal near-term results for UNDP's Bicommunal Deveiopment
Program include: continued development of bicommunai contacts and cooperation on activities such as
the expansion and repair of the Nicosia sewerage system shared by both the Greek Cypriots and the
Turkish Cypriots; the restoration of historical sites such as the Hala Sultan Tekke Mosque and Apostolos
Andreas Monastery, and the Venetian Wall around Nicosia; an economic study of Cyprus focusing on the
benefits of political settlement, a comprehensive survey of the infrastructure in the UN Buffer Zone; a
comparative survey of political and national attitudes and perceptions; several seminars and workshops
on a range of specific topics; the completion of a seismic risk study for greater Nicosia; and broadcast and
favorable reception to an eight-episode children's educational television program. Hundreds of Greek
Cypriots and Turkish Cypriots alsc came together for training/workshops on politically sensitive topics
including education and disaster management. The State Department’s Bicommunal Support Program
has supported: {1)a six-week Future Glaobal Leaders Youth Leadership Program for Turkish Cypriot and
Greek Cypriot youth leaders at American University to teach conflict resolution and explore social issues;
(2) several joint musical ensembles, publications, musical compositions, and compact disc recordings; (3)
joint training of Greek Cypriots and Turkish Cypriot medical professionals in emergency medicai training;
(4) the second International Workshop on Information Technology and Education in Nicosia which
brought together over 100 Cypriot professionals from both communities and nine international experts to
examine the role and future of information technology in education; and (5) joint training of Greek Cypriot
and Turkish Cypriot rescue personnel in earthquake rescue techniques. The U.S. Geological Survey
made modest progress through training and provision of computer equipment intended for the
development of a bicommunal water management database. The Cyprus-America Scholarship Program
continued to provide scholarships, short-term training as well as a number of bicommunal workshops and
seminars for participants from both communities.

The overall impact to be achieved is ongoing contact between members of both separated communities,
and a growing network of collaborating Greek-Cypriot and Turkish-Cypriot organizations, institutions, and
individuals working together on developmental initiatives to benefit the whole island of Cyprus. It is hoped
that such functional and cooperative relationships will help set the stage for the reconciliation of all
Cypriots following the attainment of a political settlement. The program is desighed to be open to targets
of opportunity that support a political settlement. in the event of such an agreement, program priorities will
be adjusted and dedicated to support the successful implementation of a viable, UN-brokered and
sanctioned peace plan.
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US Financing in Thousands of Dollars

Est. Total Cost

Cyprus
233-0410 Cyprus Bicommunal Program ESF
Through September 30, 2001
Obligations 225,507
Expenditures 201,004
Unliquidated 24,503
Fiscal Year 2002
Obligations 12,007
Expenditures 12,095
Thrﬂgh September 30, 2002
Obligations 237,514
Expenditures 213,099
Unliguidated 24,415
Prior Year Unobligated Funds
Obligations 1,086
Planned Fiscal Year 2003 NOA
Obligations 15,000
Total Planned Fiscal Year 2003
Obligations 16,066
Proposed Fiscal Year 2004 NOA
Obligations 7.500
Future Obligations 0
261,080
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Ireland

The Development Challenge: Tremendous changes have taken place since the 1998 approval of the
Good Friday Agreement (GFA) by an overwhelming majority of the populations in Northern Ireland and
the Republic of Ireland. After general acceptance of the GFA and various ceasefires by paramilitary
organizations, Northern Ireland has experienced economic renewal. Nonetheless, political stability is stili
not fully realized and remains a key objective of U.S. policy towards MNorthern lreland. Sectarian
confrontation within Northern Ireland, or more commonly, isolation or voluntary segregation between the
unionist and nationalist communities, remains a challenge to building a diverse society founded on
tolerance, equal rights, and a commitment to nonviolent political means.

Support for cross-community reconciliation has long been the focus of U. S. assistance to Northern
treland and the six border counties of the Republic of Ireland: Donegal, Sligo, Leitrim, Cavan, Monaghan,
and Louth. The U.S. Government makes significant contributions to the peace process through the
international Fund for Ireland and the Walsh Visa Program as described below and in the Program Data
Sheets.

The USAID Program: International Fund for Ireland: As the major donor to the International Fund for
Ireland (IF1), the United States provides assistance for economic redevelopment and cross-community
reconciliation throughout Northern ireland and the border counties.

The objectives of the IFl are to promote economic and social advancement, and encourage contact,
dialogue, and reconciliation between nationalist and unionist communities. The IF| has been instrumental
in providing new investment that creates jobs and reconstructs disadvantaged areas. Reconciliation
projects have fostered various cross-community exchanges involving youth and community leaders.
Fund pelicy requires that all projects benefit both nationalist and unionist communities, and that the
implementing organization include members of the two communities. Through this policy, the IFl has
been successful in encouraging communities to take ownership of projects. The jobs and social stability
that have resulted from the U.S. contribution to IF] are tangible expressions of U.S. policy in Northern
Ireland.

The lrish Peace Process Cultural and Training Program Act of 1998, also known as the Walsh Visa
Program, provides employment and job training for young people who are residents of Northern Ireland or
one of the six border counties of the Republic of Ireland. The Walsh Visa Program supports economic
regeneration as well as peace and reconciliation in these areas. After the participants complete a training
program, they are hired by a Walsh employer in the United States for up to 36 months. The last round of
participants will arrive in the United States in 2003; the program sunsets in 2006 when these final Walsh
participants depart.

Other Program Elements: None.
Other Donors: IF] activities are financed through international contributions from the United States,
Eurcpean Union, Canada, New Zealand, and Australia. Each of the donors sends a non-voting observer

to IFl Board meetings. In 2002, the United States was the largest donor to the fund, providing
approximately 50 percent of total donor funding for the year.
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Ireland

PROGRAM SUMMARY
{in thousands of dollars)

Accounts FY 2004 FY 2002 FY 2003 FY 2004

v Actual Actual Prior Request Request
Economic Support Fund 29,934 30,000 29,000 12,500]
Total Program Funds 29,934 20,000 29,000 12,500|

STRATEGIC OBJECTIVE SUMMARY
190-0410 int. Fund for Ireland and Walsh Visa Program )

ESF | 29,934 30,000] 29,000} 12,500}

Note: The Ireland funds include the Walsh Visa Program at the following levels: FY 2001 - $4,989; FY 2002 - $5,000; FY 2003 - $4,000;

and FY 2004 - $4,000.
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Data Sheet

USAID Mission: Ireland
Program Titla: Int. Fund for Ireland and Wailsh Visa Program
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 190-0410
Status: Continuing
Proposed FY 2003 Obligation: $29,000,000 ESF
Prior Year Unobligated: $25,000,000 ESF
Proposed FY 2004 Obligation: $12,500,000 ESF
Year of Initial Obligation: FY 1986
Estimated Completion Date: FY 2006

Summary: Through the International Fund for Ireland, the United States provides assistance for
economic redevelopment and cross-community reconciliation throughout Northern Ireland and the six
border counties of the Repubtic of Ireland. The Walsh Visa Program prowdes employment, job training,
and conflict resolution skills for young people from the same areas.

inputs, Outputs, Activities:

FY 2003 Program:

International Fund for Ireland ($25,000,000 ESF). The U.S. Government's contribution to the
International Fund for Ireland (IF1), administered by USAID, is used in the following initiatives:

1) Disadvantaged Areas Initiative. This initiative targets funding at the areas of greatest need. Projects
under this initiative focus on economic regeneration and community improvement with special emphasis
on employment and business creation.

2} Economic Development Initiative. Projects are designed to strengthen the economic base by
stimulating local enterprise and self-employment, encouraging the growth of small and medium sized
companies, encouraging tourism, and providing support for the regeneration of derelict properties in
towns and villages for commercial purposes.

3) Communities initiative. This iniliative provides people, particularly those in the most disadvantaged
areas, with the skills, resources and self-confidence to undertake the social and economic regeneration of
their communities. It also helps to improve the employability of disadvantaged young people by providing
training, work experience and personal development. Special emphasis in the Communities Initiative. is
on leadership potential, reconciliation and conflict resolution.

Since 1990, U.S. contributions to the {F| have been made on a biannual basis. The next contribution wiil
be made in FY 2003. The impiementer is the International Fund for Ireland,

irish Peace Process Cultural and Training Program Act of 1998 (Walsh Visa Program) {$4,000,000 ESF).
In FY 2003, it is expected that 220 young people will participate in the central part of the program;
approximately 100 others will participate in employer-to-employer and internship opportunities offered
through the Walsh program. The components of the program include:

1) Targeting the lang-term (three months or more} unempioyed and those who have been made
redundant or received redundancy notices.

2) Admission to the program of a small number of employed persons who have been nominated by their
employers.
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3) Equality of opportunity in reiation to community background, ethnic origin, gender and disability
throughout all phases of the Program.

The State Department has partnered with the Department of Education and Labor of Nerthern Ireland and
the Training and Employment Authority of the Republic of Ireland to provide oversight of the program.
The implementers are Northrop-Grumman Information Technology {(prime), the Ireland Institute of
Pittsburgh, PA (sub), the Irish Immigration Center of Boston, MA (sub), and the Metropolitan Development
Agency of Syracuse, NY (sub).

FY 2004 Program:;

international Fund for Ireland ($8,500,000 ESF). It is expected that funds will continue to be used in
projects designed to promote reconciliation and cross-community understanding. The implementer is the
International Fund for Ireland.

Irish Peace Process Cultural and Training Program Act of 1998 (Walsh Visa Program) ($4,000,000 ESF).
While FY 2003 is the last year in which new participants will arrive to work in the United States, funds will
be needed in FY 2004, FY 2005, and FY 2006 to provide social services and monitoring for participants
until their return home. The implementers are expected to continue to be Northrop-Grumman Information
Technology {prime), the Ireland Institute of Pittsburgh, PA (sub), the Irish Immigration Center of Boston,
MA (sub), and the Metropolitan Development Agency of Syracuse, NY (sub).

Performance and Results: International Fund for Ireland. As a measure of the Fund's success, between
1987 and September 2000, about 4,600 Fund projects created approximately 38,000 jobs. Over 750
organizations have been assisted to promote social and economic development, involving more than
9,000 community leaders. For every U.S, dollar invested by the Fund, over two dollars are raised from
private, British and Irish sources, bringing total investment in the last 14 years in Northern Ireland and the
six border counties of the Republic of ireland to approximately $1.974 billion. Continued U.S. support
underpins U.8. efforts to create an enduring, sustainable peace in Northern ireland.

Irish Peace Process Cultural and Training Program Act of 1898 (Walsh Visa Program). Program
participants gain job and social skills, including conflict resolution experience, enabling them to make
meaningful contributions to their home counties upon their return. Beginning with the first group of
participants in March-April 2000, some 850 young people have participated in the program.
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US Financing in Thousands of Dollars

ireland
- . | i

180-0410 Int. Fund for Ireland and Wailsh Visa DA ESE
Program
Through September 30, 2001
Obligations 19,600 361,647
Expenditures 19,600 356,377
Unliquidated 0 5,270
Fiscal Year 2002
Obligations 0 0
Expenditures 0 5,260
Through September 30, 2002
Obligations 19,600 361,647
Expenditures 19,600 361,637
Unliquidated 0 10
Prior Year Unobligated Funds
Obligations 0 25,000
Planned Fiscal Year 2003 NOA
Cbligations 1] 29,000
Total Planned Fiscal Year 2003
Obligations 0 54,000
Proposed Fiscal Year 2004 NOA
Obligations 0 12,500
Future Obligations ] 0

19,600 428,147

Est. Total Cost
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Kosovo

The Development Challenge: International assistance and the energy and determination of the
Kosovars have succeeded in improving living conditions for most of the population and in getting the
province back to near normal conditions. The reconstruction and emergency phase has passed. With
this passing, however, comes a new set of challenges. The three foremost challenges are strengthening
Kosovar institutions, buiiding a sustainable and growing economy that creates jobs, and developing a
harmonious multi-ethnic society. These challenges require a reasonable period of time and sufficient
resources to meet them and are thus compounded by a shift in donor attention, reflected in the significant
decrease in donor resource levels projected for FY 2003 and beyond. Only three years after a
devastating war and decades of economic decling, much remains to be done to bring stability and
sustainable economic opportunities to this part of the Balkans.

The process of building the elements of a democracy, the institutions for running a government, and the
bases for a sound economy have begun. A government composed of Kosovars, the Provisional
Institutions of Self-Government {PISG), was created by United Nations Mission in Kosovo (UNMIK), which
administers the province under a United Nations resolution. A muiti-party, multi-ethnic assembly is in
place and functioning productively. There are increasing visible signs of growing ethnic tolerance.
However, ethnic tensions still dwel! shaliowly below the surface and the reintegration of ethnic minorities
is still a work in progress. On the economic front, Kosovo appears to have made a remarkable rebound.
However, the recovery is still in its nascent stage, and is hampered by structural limitations, and could
prove to be very transitory. There is almost no productive industry and most enterprise is based on trade,
which in turn is reliant on diaspora capital and the benefits of a iarge international presence.
Unemployment, once estimated at more than 70% immediately after the war, now hovers in the 45% to
55% range, though very recent estimates suggest it could be a low as 25% to 30%. With the youngest
popuiation in Europe, such severe unempltoymentmay will not allow Kosovo to become a secure society
and may trigger renewed conflict. In 2003, assistance levels from the donor cormmunity are expected to
drop substantially while at the same time Kosovo lacks the legal status to enable it to begin tapping
international capitai markets or IFl loans. Its current legal status atso has a significant negative impact on
its ability to export and attract foreign direct investment, leaving Kosovo economically disadvantaged.

The US foreign policy priorities in Kosovo are o create a safe and secure mulli-ethnic society that has
strong economic linkages within the region. The U.S. Mission has provided the impetus for the deep
reforms that have occurred and for "Kosovarization” of local institutions. Although accomplishments have
been impressive in three short years, a secure and stable society does not yet exist. The international
community, including the United States, needs to stay the course to ensure that a stable democracy and
functional economy are established.

The USAID Program: The Data Shests provided below cover the three core and two supporting strategic
objectives for which USAID is requesting FY 2003 and FY 2004 funds. These objectives concentrate on
establishing & sound economic framework that facilitates development of a private sector-led economy,
creating accountable and transparent governance, and restoring normalcy in living standards and
opportunities within Kosovo's communities. Within these objectives, USAID assistance will revoive
around three broad themes: building functional Kosovar institutions, creating jobs, and mobilizing
communities so that basic services are provided through democratic and transparent means. FY 2003
funds will be used to implement ongoing programs. USAID is currently developing a new strategic plan
that will become effective beginning in FY 2004. It is expected that FY 2004 will see a continuation of
programs focusing on economic recovery, with a shifting emphasis from economic policy to private sector
development. In the democracy area, establishment of rule of law and a vibrant civil society will continue
to be emphasized. Moving from the recovery years into a more intense development setting, and huitding
on the gains made in developing a sound intergovernmental finance system and a functioning municipal
certification program, the “return to normaicy” objective will move into one with a more direct focus on
governance and development at the local level.

Other Program Elements: None
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Other Doners: The European Commission, through the European Agency for Reconstruction (EAR), has
been the largest donor to date, with activities in reconstruction, public administration reform,
decentralization, judiciary, custorns and taxation, energy, environmenta! management, economic
development, minotities and returns, rural development, civil society, and university education, Other
major donors and their principai areas of focus include: Germany {energy, water and wastewater,
transport, private sector development); Canada (public administration, public health, education, media,
disability); Sweden (agricuiture, infrastructure, public services, environmental protection, returnees, youth,
anti-trafficking, civil society), Switzerland (energy, business development, agriculture, infrastructure,
public services, environmental protection, vocational education); the United Kingdom {civll society, access
to justice, privatization, customs, fiscal policy, health, social policy, public administration); and UNDP
(security, job creation and minority programming, and local development). The U.S. is working ciosely
with the European Union (EU) to transfer ever-increasing responsibiiity. However, it will take time (and
greater EU resources) before the EU has the capacity fo assume leadership.
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Kosovo
PROGRAM SUMMARY

{in thousands of dollars)

Accounts FY 2001 FY 2002 FY 2003 FY 2004
Actual Actual Prior Request Reguest
Asst. for E. Europe and the Baltic Statas 149,670 118,000 85,000 79,000
Child Survival and Health Programs Fund 0 131 0 0
Total Program Funds 149,670 118,131 85,000 79,000
STRATEGIC OBJECTIVE SUMMARY
167-0130 Private Enterprise Growth
AEEB | 26,100 24,300| 16,150| 14,200
167-0210 Accountable and Transparent Governance
AEEB 1 6,199 8,750{ 3,950] 7,950
167-0310 Community Development
AEEB 1 18,401 11,800 4,400) 5,100
167-0410 Special Initiatives
AEEB 11,300 750 2,250 0
CSH 0 131 0 0
167-0420 Cross-Cutting Programs
AEEB | 1,800{ 1,800| 850 1,150
TRANSFER
AEEB | 84,870) 70,400{ 52,400] 50,600
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Data Sheet

USAID Mission: Kosovo
Praogram Title: Private Enterprise Growth
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 167-0130
Status: Continuing
Proposed FY 2003 Obligation: $16,150,000 AEEB
Prior Year Unobligated: $121,000 AEEB
Proposed FY 2004 Obligation: $14,200,000 AEEB
Year of Initial Obligation: 1999
Estimated Completion Date: 2008

Summary: USAID/Kosovo's current economic recovery and growth support strategy promotes the
effective implementation and institutionalization of critical reforms in fiscal and monetary policy
management, financial market development, commercial law development, privatization, and trade and
investment policies through intensive targeted technical assistance, training, and the development of local
policy formulation and business advocacy capacity. Much of this support focuses on human capacity
development and effective dissemination of improved economic policy and public administration
practices. Through two interrelated components, the USAID economic program is also focused on
assisting the growth of the private sector by increasing access to capital and building business skills and
services necessary for business growth.

Inputs, Outputs, Activities:

FY 2003 Program:

Economic policy and institutional development ($8,750,000 AEEB). USAID will support institutional
development in the areas of fiscal and financial sector reform, public utilities reform, privatization, and
commercial law development. The work will continue a shift in focus from supporting UNMIK structures to
targeted initiatives that support capacity buitding of newly created Kosovar institutions. Support for the
development of effective institutions, sound policies, market-oriented tegislation. and human capacity is
delivered through targeted sub-sector initiatives addressing: 1) budget planning, control, audit,
procurement, and taxation (central and municipal levels), 2} development of a sound regulatery and policy
environment required for viable banking, insurance, pension and accounting industries, 3) financial
management, operational reform, and comprehensive restructuring of public utiities, 4) targeted
privatization assistance to facilitate a fransparent transfer of assets to the private sector, and 5)
commercial law drafting assistance to key ministries on core commercial laws as well as assistance to the
Office of the Prime Minister and the Kosovar assembly to effectively shepherd these key laws through
development and implementation. Contractors: Barents (prime), The Services Group and the Center for
Institutional Reform and the Informal Sector (IRIS) (subs). Grantees: RIINVEST.

Private sector development {$7,400,000 AEEB). USAID facilitates an effective private sector response to
improved economic policy and institutional conditions through three key initiatives. The Kosovo Business
Support (KBS} project provides business advice and promotes trade and investment linkages to high
potential SMEs. Support includes management fraining, business sirategic planning, marketing, and
accounting and audit certification training, and business-to-business round-tables. The Kosovo Business
Finance Facility {(KBFF) will continue to strengthen the lending capacity of the USAID-established
American Bank of Kosovo (ABK), with particular emphasis on expanding services and addressing the
needs of the SME and agriculture sectors. Simultaneously, ABK attracted a strategic investor (Raiffeisen
Bank of Austria) that purchased a majority stake in the bank in December 2002,

The Kosovo Agricultural Secior Support (KASS) program will initiate technical assistance to smalt farmers

in mitk, vegetable, fruit, and feed grain production. Post harvest handling techniques and technical
assistance on product marketing, grades and standards, and supply relationships will also be provided.
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Additionally, capacity building assistance to local institutions will facilitate productivity and value
improvements at the farm level. The KBS program features an agribusiness development component that
focuses intensively on several agricultural sub-sectors, with the objective of developing 2 comparative
advantage in those sub-sectors for local producers. Using volunteer resources (e.g., International
Executive Servie Corps and Voiunteers in Overseas Cooperative Assistance), project assistance will
effectively address specific production, quality, and marketing constraints faced by agribusiness
enterprises. Aiso during 2003, the KBFF's agribusiness lending focus will be intensified significantly,
jeveraging loca! capital mobilized by ABK through tight linkages with the KBS agribusiness development
efforts. Contractors: Chemonics International {prime), The Recover Group, Crimson Capital {(subs};
Deloitte Touche (prime). Grantees: Save the Children (prime), CARE, International Rescue Committee,
International Fertilizer Corporation, and Land O'Lakes (subs).

FY 2004 Program:

Economic policy and institutional development {$7,150,000 AEEB). Assistance will continue in most
sectors in FY 2004 ensuring effective instifutionalization of key reforms and the fullest development of
organizational and human capacity levels. Assistance wili phase out in areas such as procurement
(central level), banking supervision, and insurance regulation. Intensified areas of support may include
inter-governmental finance, privatization, and public utilities.

Private sector development ($5,100,000 AEEB). KBS assistance will continue through FY 2004 in all
areas and include the introduction of a progressive fee-for-service element. KBFF assistance will
continue into FY 2004 when the retained stake in ABK will be sold. The KBFF focus will be on continuing
to increase local capital mobilization and effectively channeling it into viable private sector investments
through SME loans.

Agriculture ($1,950,000 AEEB). The agriculture component will continue technical assistance to small
producers and agribusiness, with increased focus on sustainable producer-agribusiness relationships and
institutionalized provision of producer and agribusiness services. Initial sub-sectors under which
productivity, quality, and value enhancements have been addressed will be expanded to include specialty
products.

Performance and Results: USAID's economic program has supported the development of critica!
economic governance institutions, including the central fiscal authority, the budget planning, macro-
analysis, and municipal finance departments of the Ministry of Finance and Economy, a respected central
banking institution, and an effectively functional lega! unit in the Prime Minister's Office. This support has
resulted in liberal tax regime, creation of a path-breaking pension system, development of a sound
intergovernmental finance system and municipal certification program, and development and adoption of
core commercial laws and regulations. USAID also established a full-service commercial bank (ABK) that
has mabilized more than Euro 40 millien in jocal deposits and currently has a portfolio of more than Euro
23 million in loans to more than 925 local clients. Direct support fo businesses saw an average 45
percent increase in sales and created more than Euro 12 million in trade and investment linkages.

By program completion, Kosovo will have its own economic institutions that are prepared to support a
private-sector, markei-based economy. Continued progress in this objective will support the growth of
productive enterprises, most related to agriculture, that wilf provide an increasing contribution to incomes
and employment.
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US Financing in Thousands of Dollars

Kosovo
167-0130 Private Enterprise Growth AEEB
Through September 30, 2001
Obligations 47,750
Expenditures 28,955
Unliguidated 18,795
Fiscal Year 2002
Obiligations 24,179
Expenditures 28,230
Through September 30, 2002
Obiigations 71,929
Expenditures 57,185
Unliquidated 14,744
Prior Year Unobligated Funds
Obligations 121
Planned Fiscal Year 2003 NOA
Obligations 16,150
Total Planned Fiscal Year 2003
Obligations 16,271
Proposed Fiscal Year 2004 NOA
Obiigations 14,200
Future Obligations 0
102,400

Est. Total Cost
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Data Sheet

USAID Mission: Kosovo
Program Title: Accountable and Transparent Governance
Pitlar: Democracy, Canflict and Humanitarian Assistance
Strategic Objective: 167-0210
Status: Continuing
Proposed FY 2003 Obligation: $8,950,000 AEEB
Prior Year Unobligated: $2,707,000 AEEB
Proposed FY 2004 Obligation: $7,950,000 AEEB
Year of initial Obligation: 1999
Estimated Completion Date: 2008

Summary: USAID’s democracy and governance programs are centered around four independent but
interrelated areas: 1) Independent media - expanding coverage and strengthening the sustainability of
private independent media; 2) Civil society - assisting advocacy-oriented NGQOs in planning and decision-
making processes that raise awareness of their own rights and responsibilities for holding themseives and
their leaders accountable; 3) Rule of law - developing improved court administration systems and training
legal professionals in the fair and transparent administration of laws and regulations; 4) Political
processes - assisting in the process of free and fair elections, training elected officials, and working with
political parties to establish issue-based platforms.

Inputs, Outputs, Activities:

FY 2003 Program:

Independent media ($3,100,000 AEEB). In FY 2003, USAID will continue to work to ensure a sustainable
media environment, with a level playing field for public and private television broadcasters to compete; a
self-regulatory environment in print media; a regulatory framework that fosters freedom of speech;
improved media business viability, and increased professional reporting skills in both print and broadcast
media. USAID will support private television stations, major local radio stations, and the Kosovo-wide
news agency focusing on improving the quality of their program and newscasts and their ability to
become viable and profitable businesses; work with specialty niche reporters for improving quality of their
reporting; and work with the future Independent Media Commission, Kosovar institutions of self-
governance, and media associations so that they all become watchdogs for protecting freedom of
expression. Contractor: International Research and Exchange Board (IREX)

Civil society ($1,150,000 AEEB). The program will continue to focus on enhancing the effectiveness of
local NGOs' advocacy skills so they positively impact the decisions that directly affect them and the lives
of their constituents. This will be accomplished by continuing to strengthen local trainers and the local
grant-giving foundation that assists NGOs to carry out timely and effective advocacy activities, including
campaigns that educate public and targeted governmental inslitutions. This will increase the skills of
NGOs to become proactive watchdogs of government at both the local and central levels. Contractor:
East West Management Institute (EWMI)

Rule of law ($3,800,000 AEEB). In 2003, USAID will continue to work with legal professionals to build
their professional capacity. USAID will assist UNMIK, Kosovar legal professionals, and civil society in
developing laws and policies that support an effective and impartial Kosovar justice system. Priority
areas for reform include structural and functional reform in the justice system. USAID will work to develop
a comprehensive strategy and action plan for a post-UNMIK justice system in Kosovo. Moreover, USAID's
program will: strengthen the capacity of the court system so that it operates smoothly, impartially, and
effectively while protecting the human and legal rights of citizens; develop systems 1o provide effective
oversight for judges, prosecutors, and lawyers in the areas of ethics and delivery of quality services; and
increase public awareness of Kosovo's evolving legal framework and justice system to improve access
and ensure individual and community rights are protected. The importance and enormity of this issue,
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coupled with the nominal progress to date, will make ruie of law a major area of emphasis of a new
program start in 2003. Grantee: American Bar Association Central and East European Law Initiative
{ABA/CEELI); Contractor: National Center for State Courts (NCSC) New contractor: TBD

Political process ($900,000 AEEB): The interim period following the 2002 municipal election and prior to

" the 2004 general election represents an important opportunity for USAID to consolidate advances in intra-
party democratization, inter-party collaboration, civic engagement, and to marginalize extremist elements
by further strengthening democratic institutions such as the Assembly and the 30 Municipal Councils. The
future Political Process Strengthening program will therefore include a clear emphasis on supporting the
PISG and “localizing” this technical support. Graniee: National Democratic Institute (NDI)

FY 2004 Program:.

Independent media ($1,600,000 AEEB). In FY 2004 focus will be on building the capacity of media
associations to promote seif-regulation and ethical standards among journalists and to monitor the work
of media governing bodies to ensure proper implementation of media regulations. USAID will continue to
provide technical assistance to media outlets o increase their business viability and professionalism,
especially focusing on making the two province-wide private television stations successful, profit-making
businesses. :

Civil society ($2,000,000 AEEB). USAID wili focus on working with a smaller group of NGOs that have
proved successful in advocating for policies at both the local and central levels, ensuring their sustainable
advocacy capacity.

Rule of law ($3,150,000 AEEB). Rule of law assistance will support the improvement of court
administration; the development and implementation of justice system reforms; oversight for judges,
prosecutors, and lawyers; and increased public awareness and understanding of the legal system.

Political process ($1,200,000 AEEB). The creation of a sound legal and policy framework for good
governance based on the adoption and implementation of key “good governance” legisiation included in
the Government of Kosovo's reform agenda will be a priority. USAID will help political parties effectively
develop, refine, and communicate their platforms cutside the elections period. A cadre of frainers
assisted by USAID during FY 2003 will work to institutionalize organizational and communication skills
within parties, particularly at the branch level.

Performance and Results: During the past year, Kosovars took major strides in furthering their
democracy and governance structures with support from USAID. Three free and fair eiections have been
held since 1999, two at the local and one at the national levels, with the latter forming the multi-party and
muiti-ethnic Assembly of Kosovo. This Assembly also has the highest percentage of women
representatives in Eastern Europe. USAID has helped stimulate progress in promoting a fair and efficient
judicial system by developing systems, procedures and fraining manuals to improve court administration
and increasing the professionalism of legal practitioners. In the area of promoting independent media,
USAID  has achieved substantive progress in: improving professional standards of journalists;
encouraging supporting institutions to function in the professional interests of independent media, and
helping media outiets to function as well-managed businesses whiie exercising editorial independence. In
civil society, USAID has made progress in building the capacity of Kosovar trainers in advocacy,
organizational capacity, and gender awareness for NGOs. NGOs are beginning to refocus their efforts
from humanitarian to advocacy orientated programs. Also, USAID is working with both iocal NGOs and
local and central government to ensure public participation in the decision-making process.
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US Financing in Thousands of Dollars

Kosovo

167-0210 Accountable and Transparent AEEB ESF
Governance
Through September 30, 2001
Obligations 18,624 142
Expenditures 11,522 142
Unliguidated 7,102 0
Fiscal Year 2002
Obligations 7,864 0
Expenditures 8,273 0
Through September 30, 2002
Obligations 26,488 142
Expenditures 19,795 142
Unliquidated 6,693 0
Prior Year Unobligated Funds
Obligations 2,707 0
Planned Fiscal Year 2003 NOA
Obligations 8,950 0
Total Planned Fiscal Year 2003
Obligations 11,657 0
Proposed Fiscal Year 2004 NOA
Obligations 7,950 0
Future Obligations 0 8]

46,095 142

Est. Total Cost
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Data Sheet

USAID Mission: Kosovo
Program Title: Community Development
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 167-0310
Status: Continuing
Proposed FY 2003 Obligation: $4 400,000 AEEB
Prior Year Unobligated: $1,000,000 AEEB
Proposed FY 2004 Obligation: $5,100,000 AEEB
Year of Initial Obligation: 1999
Estimated Complstion Date: ' 2008

Summary: USAID's appreach under this strategic objective has been to focus on activities that lead to
repaired infrastructure, improved quality of, and access to basic services, increased employment
opportunities, and creation of an environment for pluralistic decision making and advocacy. While
involving Kosovars in self-help efforts to improve their lives in tangible ways, the activities under this
objective also complement and build on the progressive economic and political reforms fostered under
USAID democracy and economic objectives. Beginning in FY 2003 there will be a shift in emphasis away
from improved infrastructure as the primary objective toward strengthening the ability of the local
government and communities to respond to defined needs, including those of minorities. The focus of the
new work will be more fully defined during the development of USAID’s new strategic plan for Kosovo that
will become effective in FY 2004.

inputs, Outputs, Activities:

FY 2003 Program:

Local development ($2,300,000 AEEB}. Recent local elections, devolution of responsibility to
municipalities contained in UNMIK reguiations, along with a municipality certification process, make a
strong case for USAID’s engaging with municipalities in ensuring that there is effective, responsive and
accountable local government addressing the needs of its citizens. As a result of progress made to date,
and in response to decreasing budgets, focus will move away from community infrastructure
development. FY 2003 funding will be used to start a new activity that promotes the conditions for
bringing local governments and communities into a strong partnership for achieving change. New
Contractor/Grantee: TBD

Support for minority returns ($2,100,000 AEEB). A new activity will begin in FY 2003 that will focus on
furthering the USG's goal of promoting a functioning multi-ethnic society in Kosovo. Based on established
criteria, the activity will work with communities who actively establish conditions that promote a favorable
environment for ethnic reconciliation. Small-scale infrastructure rehabilitation resources will be made
available to qualifying local communities and municipalities that have identified projects that improve the
economic and social conditions for multipie ethnic groups and ethnic returnees. Grantee: Save the
Children (prime).

FY 2004 Program:
Local development (85,100,000 AEEB). The new program started with FY 2003 funding will become fully
operational in FY 2004.

Performance and Results: In FY 2002, the community infrastructure program completed 69 projects, 32
of which were in ethnic enclaves or mixed communities. To date, 188 projects have been completed,
serving the priority needs of almost 700,000 people with improved levels of service, e.g., improved
electricity voltage; improved water availability; improved educational and heaith facilities; improved market
access/reduced transport cost. In FY 2002, the community development program formed community
groups that actively employ municipal, UNMIK and local leaders to solve their most pressing social, health
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and economic probiems and resulted in 70 vital infrastructure and social service improvements. These
grassroots initiatives directly engaged over 1,000 civil groups and institutions and benefited the lives of
more than 145,000 people in their areas of operation, with almost one-third of beneficiaries being the
minerity ethnic groups. Cumulatively, over 20,000 children and youth benefited in activities that develop
skills, self-esteem, and restore a sense of normalcy to their lives. In addition, over 5,800 farmers have
improved capacity for increased household agricultural production. $1.9 million was secured in loans and
access to new contracts by 113 construction businesses benefiting from client-driven consulting.

Successful implementation of this objective will help restore normalcy to a province that has been
traumatized by events over the past decade. It will result in concrete improvements in vital community
infrastructure and at the same time increase the ability of local governments, communities and the
citizenry to become active and effective agents of change that directly lead {o their social and economic
recovery.
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US Financing in Thousands of Doliars

Kosovo

167-0310 Community Development AEEB CSH
Through September 30, 2001
Obligations 46,314 1,000
Expenditures 22,454 0
Unliquidated 23,860 1,000
Fiscal Year 2002
Obligations 12,997 0
Expenditures 15,973 1,000
Through September 30, 2002
Obligations 59,311 1,000
Expenditures ag 427 1,000
Unliquidated 20,884 0
Prior Year Unobligated Funds
Obligations 1,000 0
Planned Fiscal Year 2003 NOA
Obligations 4,400 0
Total Planned Fiscal Year 2003
Cbligations 5,400 0
Proposed Fiscal Year 2004 NOA
Obligations 5,100 0
Future Obligations ) 4]

69,811 1,000

Est. Total Cost
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Data Shoet

USAID Mission: Kosovo
Program Title: Special Initiatives
Piilar: Global Health
Strategic Objective: 167-0410
Status: Continuing
Proposed FY 2003 Obligation: $2,250,000 AEEB
Prior Year Unobligated: $3,000 AEEB; $131,000 CSH
Proposed FY 2004 Obligation: $0
Year of initial Obiigation: 1989
Estimated Completion Date: 2005

Summary: USAID's special initiative objective supports programs that are implemented in response to
Congressional interest.

Inputs, Outputs, Activities:

FY 2003 Program:

Health initiatives ($250,000 SEED). USAID's health programs will begin to phase out with FY 2003
funding. The iast obligation will be to fully fund the mortgage of the American International Heaith
Aliance (AIHA) partnership between Dartmouth University and the municipality of Gjilan/Gjilane. The
Gjilan-Hanover Health Partnership will continue to focus on improvement of the region’s primary health
care services in areas such as community health pianning, health education, community organization,
facility administration, information system, pediatrics, and adult health through a family-criented model of
care. A second Alliance program is implemented in partnership with Doctors of the World.  Grantee:
AIHA (prime), Dartmouth University.

Women's leadership program ($2,000,000 SEED). FY2003 funding will enable the continuation of The
Hope Fellowship Program, fostering leadership skills in qualified Kosovar women who have demonstrated
leadership potential and are currently working in leading positions within their profession. The program
will be expanded to provide foltow-on support to Hope graduates in the utilization and dissemination of
their training and will offer comprehensive in-country training to women government leaders over the
course of 18 months. Grantee: National Albanian American Council {prime).

FY 2004 Program:

Performance and Results: During FY 2002, as result of concerted efforts of the Health Partnership, 147
doctors and nurses in Gjilan enhanced their knowledge of treatment and clinical practice. At the same
time, half way in the impiementation of the Tuberculosis Control strategy, Kosovo now has an adequate
number of taboratory technicians trained in diagnosis of TB as well as the equipment needed to carry out
this task. Under NAAC Hope Feliowship Program, as of the end of this year, a total of 40 fellows
completed their training and are formulating actions that will help instill new leadership in civil society.
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US Financing in Thousands of Dollars

Kosovo
167-0410 Special Initiatives AEEB CSH ESF
Through September 30, 2001
Obligations 17,768 0 1,756
Expenditures 15,621 0 899
Uniiquidated 2,147 0 857
Fiscal Year 2002
Obligations 991 0 0
Expenditures 1,179 737
Through September 30, 2002
Obligations 18,759 0 1,756
Expenditures 16,800 0 1,636
Unliguidated 1,859 0 120
Prior Year Unobligated Funds
Obligations 3 131 0
Planned Fiscal Year 2003 NOA
Cbligations 2,250 0 0]
Total Planned Fiscal Year 2003
Obligations 2,253 131 0
Proposed Fiscal Year 2004 NOA
Obligations 0 0 0
Future Obligations 0 0 0
Est. Total Cost 21,012 131 1,756
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Data Sheet

USAID Mission: Kosovo
Program Title: Cross-Cutting Programs
Pillar: Demaocracy, Conflict and Humanitarian Assistance
Strategic Objective: 167-0420
Status: Continuing
Proposed FY 2003 Obligation: $850,000 AEEB
Prior Year Unobligated: $1,229,000 AEEB
Proposed FY 2004 Obligation: $1,150,000 AEEB
Year of Initial Obligation: 1989
Estimated Completion Date: 2008

Summary: Funds provided under this objective are used to provide program support and technical
expertise, which enable the Mission to develop, monitor and evaluate program implementation and to
carry out assessment of current activities. Performance results achieved under this cobjective are
reflected throughout the portfolio. In addition, funds provided under this cross-cutting objective support
the Mission's anti-trafficking program.

Inputs, Outputs, Activities:

FY 2003 Program:

Program support ($850,000 AEEB). In addition to supporting the operations and personnel costs of the
program personne! who manage USAID’s on-going activities, FY 2003 funds will support the development
of the Mission's new strategic plan - including the evaiuations, assessments, surveys, and studies that are
needed to fully inform the development of this strategy. Funds will also be used for new program design.

FY 2004 Program:
Program support ($950,000 AEEB). FY 2004 funds will continue to be used for program support.

Anti-trafficking ($250,000 AEEB). FY 2004 funding will be used to supplement funding first provided from
FY 2001 funds for an anti-trafficking program in Kosovo that will begin implementation in FY 2003. Since
Kosovo is a transit and receiving site, this program will be aimed at protecting the rights of the victims of
trafficking, increasing awareness among the general public ch the phenomenon of trafficking, and building
the capacity of local structures (NGOs and government) to protect the victims and prosecute the
fraffickers.

Performance and Results: Funds obligated under this strategic objective support activities across the
Mission portfolic and contribute to the results achieved within these objectives.
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US Financing in Thousands of Dollars

Kosovo
167-0420 Cross-Cutting Programs AEEB
Through September 30, 2001
Obligations 3,341
Expenditures 2,299
Unliguidated 1,042
Fiscal Year 2002
Qbligations 1,691
Expenditures 2,027
Through September 30, 2002
Obligations 5,032
Expenditures 4,326
Unliquidated 706
Prior Year Unobligated Funds
Cbligations 1,229
Planned Fiscal Year 2003 NOA
Obligations 850
Total Planned Fiscal Year 2003
Obligations 2,078
Proposed Fiscal Year 2004 NOA
Obligations 1,150
Future Obligations 0

8,261

Est. Total Cost
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Former Yugosiav Republic of Macedonia

The Development Challenge: Macedonia has the challenge of making the political and economic
reforms required for European integration and better lives for its citizens. It must also provide a more
secure and stable environment free from confiict. The spring 2001 crisis between ethnic Macedonians
and ethnic Albanians still has lingering effects on the country. Passing the Law on Local Self Government
and conducting peaceful and fair parliamentary elections in September 2002 were two significant steps
toward furthering the peace process and stability. While substantial progress was made this past year in
implementing the Framework Agreement, the peace accord that brought the conflict to an end, ethnic
tension stili exists. Sporadic ethnic-inspired acts of violence still occur. Certain Framework Agreement
provisions, such as minority rights, have not yet been implemented. Patronage and corruption have
obstructed transparency and accountability in the political system. Furihermore, civil society is not
sufficiently deveioped to exert significant influence over the actions of neither political players nor function
proactively to meet citizens’ needs. Lastly, the judiciary remains financially dependent on the executive
branch and does not exert adequate checks and batances in the system. The Macedonian Government
must also address a number of serious economic issues. In 2002, the Macedonian economy experienced
only a very modest recovery from the decline of the previous year. The unemployment rate is over 30%
and, for those who are employed, salaries in real terms remain well below their tevels in the early 1990s.
Even though the financial system remains stable and regained citizens' confidence, it still fails to provide
the necessary capital for expansion of the private sector. One positive development was Macedonia's
integration into the global economy when it completed the protocol for accession into the World Trade
Organization in September 2002. The next challenge is ratification and impiementation.

Macedonia remains one of the poorest of the successor states of the former Sacialist Federal Republic of
Yugoslavia. in 2001, the year that the inter-ethnic conflict broke out, real GDP fell by 4.1%, but is
expected to grow in 2002. External debt as of August 2002 was about 40.4% of GDP. A new Stand-By
Agreement remains to be negotiated with the International Monetary Fund.

Key U.S. national interests in Macedonia include national and regional stability, economic prosperity, and
democratization. Macedonia can aisc be a key partner in combating organized crime and extremists in
the region.

The USAID Program: As a resuit of the USAID strategy approved in 2001, programs are directed at
fundamental causes of potentiai conflict in Macedonia. Some of the conflict triggers targeted by the
USAID program are: high unemployment, a struggling economy, limited opportunities for inter-ethnic
cooperation and understanding, lack of minority participation in the public sector, a weak civit society, and
an over-dependence upon the government's patrenage system for jobs and business opportunities. The
new multi-ethnic coalition government that was elected in September 2002 has a broad mandate from
Macedonia's citizens. The government is committed toc implementing the Framework Agreement and to
economic and political reforms. The USAID program is aimed at addressing the main challenges that
Macedonia faces. FY 2003 funds will be used to implement the ongoing program as described in the FY
2003 Congressional Budget Justification. FY 2003 funds will also be used to carry out a more
comprehensive program in information technology. The principal strategic objectives are to: accelerate
private sector growth, improve the legitimacy of democratic institutions, mitigate the adverse social
impacts, and train key leaders and decision makers in areas which support the program. in the economic
growth sector, activities include increased competitiveness, financial sector reform, WTO accession,
corporate governance and improving the enabling environment for investment, and energy privatization.
Democracy activities include building on the successful passage of key laws in the Framework
Agreement, continuing to assist in drafting and implementing other provisions, decentralization of
government, legal reform and community development. In response to the worsened social condition of
Macedonia, USAID is addressing workforce problems by creating labor force demand through local
economic deveiopment as well as addressing labor policy changes required at the national and local
levels. Lastly, to improve the human capital of the country, USAID is modernizing the education system
by introducing critical thinking and interactive teaching methodologies and by ensuring that primary and
secondary students have access to technology. This, in turn, will contribute to a better trained workforce.
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Details of the specific program to be funded by FY 2003 and FY 2004 funds are described in the Program
Data Sheets.

Other Program Elements: The Democracy Conflict and Humanitarian Assistance Bureau's Office of
Transition Initiatives (OTI), through its Confidence Building Initiative, has successfully and substantially
contributed to U.S. Government efforts to build inter-ethnic cooperation and create a supportive
environment for the Framework Agreement's implementation. QT! provided over 300 grants valued at
$6.7 million to 77 of Macedonia's most vuinerable communities to support local initiatives, strengthened
the capacity, responsiveness and accountability of local government, and increased availability and
access to balanced information and diverse points of view.

The Europe and Eurasia Bureau is funding three projects from the Europe regional budget in Macedonia.
The Strengthening the Youth Sector and Building Capacity in the Balkans Program provides exchange
programs and grants for non-governmental organizations supporting youth in South Eastern Europe
countries. In these exchanges, they share information and technical expertise on civil society's role in
improving employment, technology, non-formal education, health, civic education, and democracy
building. Another project is the EcoLinks Partnership Grants Program that strengthens the capacity of
businesses and municipalities in the region to develop and implement market-based solutions to urban
and industrial environmental problems. An energy project has also assisted the GOM in passing the
Energy Law that allows for establishing a reguiatory agency, which will also be aided in its formative
stages. The project assists Macedonia in its participation in developing a regional energy strategy.

Other Donors: USAID works closely with other donors on issues of particular interest to the U.S.
Government such as decentralization, development of small and medium size enterprises, refarms in
education, financial and pension systems. The United States and the European Union (EU) are the
largest donors in Macedonia. The European Agency for Reconstruction (the EU's development arm)
focuses on good governance, institution building, rule of law, market economy development, environment,
infrastructure, social development, and civil society strengthening. The Dutch government is the third
largest donor, providing balance of payment assistance, support to the education, agriculture and pubiic
finance reforms; and assistance for development of a civic society and respect for human rights.
Macedonia also receives assistance from German, British, and Swedish governments.
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Macedonia

PROGRAM SUMMARY
(in thousands of dollars)
Accounts FyY 2001 FY 2002 FY 2003 FY 2004
Actual Actual Prior Request Request
Asst. for E. Europe and the Baltic States 33,126 49,506 50,000 39,000
Total Program Funds 33,126 49,506 50,000 39,000
STRATEGIC OBJECTIVE SUMMARY

165-0130 Economic Growth

AEEB 7,866/ 13,800} 12,505 10,588
165-0200 Democracy and Governance Reform

AEEB 0| 12,770| 15,845 12,434
165-0210 Civil Society

AEEB 4,485} o| 0| 0
165-0230 Local Government

AEEB 2,083 of o 0
165-0340 Sociai Transition

AEEB 281} 7,105] 6,730| 8.028
165-0410 Special initiatives

AEEB 10,500 5,120] 4,560] 100
165-0420 Cross-Cutting Programs

AEEB 3,271} 4,300/ 4,410 3,200
TRANSFER

AEEB 4,640 6.411) 5,950( 4,650
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Data Sheet

USAID Mission: Macedonia
Program Title: Economic Growth
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 165-0130
Status: Continuing
Proposed FY 2003 Obligation: $12,505,000 AEEB
Prior Year Unobligated: 50
Proposed FY 2004 Obligation: $10,588,000 AEEB
Year of Initial Obligation: FY 1994
Estimated Completion Date: FY 2006

Summary: USAID's program to accelerate the development and growth of the private sector will focus
on strengthening financial sector institutions, increasing the competitiveness of private firms, and
improving the enabling environment for investment.

inputs, Outputs, Activities:

FY 2003 Program:

Sirengthening the financial sector ($3,050,000 AEEB). USAID assistance to the financial sector will
ensure that it becomes more dynamic and fulfills its role as the primary source of capital for economic
growth. Technical assistance to the Macedonia Securities and Exchange Commission wilt help it comply
with international standards and to enforce legal provisions to prevent market abuses. USAID will provide
assistance to the Macedonia Stock Exchange, particularly as it establishes regional links to other stock
exchanges. Twenty commercial banks will receive training in credit risk analysis and International
Accounting Standards. USAID will also assist commercial banks to reduce non-performing loans and to
form an independent bankers' association. Development of a credit information agency will help banks
make informed fending decisions. Assistance to the National Bank Supervision Department will focus on
training in market risk, country risk, consolidated banking and combating money-laundering. USAID will
help Macedonia establish private pension funds by assistance in setting up a Pension Supervision
Agency, developing the required regutatory framework, and preparing a public education campaign to
enable workers to make informed choices about pension coverage. In accounting reform, USAID will
teach modern accounting, help develop an independent accounting and auditors’ association, and assist
with accounting and auditor certification exams. The contractors are: Deloitte Touche Tohmatsu (prime),
Financial Sector Volunteer Corps (prime).

Improving the competitiveness of the private sector ($5,005,000 AEEB). A new competitiveness activity
will promote regional and global competitiveness of Macedonian industries, building on the successful
introduction of Seal of Quality for the meat and dairy industry. Through a demand-driven and holistic
methodology, USAID will work with two to three industry clusters (initially) to help these clusters develop
effective and coordinated strategies for modern product development and export promotion. Local
business service providers will be included to help them improve their own capacity. Ongoing technical
assistance to agricultural sub-sectors will also continue. USAID is initiating 2 new fund to provide
specialized financing for confirmed orders, enabling enterprises to significanily expand production and
trade. This type of financing is new to Macedonia and should stimulate the interest of iocal banks in
providing this type of credit. Efforts will focus on establishing the sustainability of the savings house,
Financial Services for the Citizens of Macedonia, created with USAID assistance using a credit union
model. The implementers are Booz-Allen Hamilton (prime), Crimson Capital (prime), World Council of
Credit Unions (prime), Land of Lakes (prime).

Improving the investment environment ($4,450,000 AEEB). To improve the policy and legal environment

for the private sector, USAID will support implementation of the new Company Law, which streamlines
company registration and introduces modern and comprehensive corporate governance requirements.
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This will include a public education campaign, preparation of simplified forms and manuals, and training
for shareholders, businesses, and the legal community on good corporate governance. Technical
assistance and training for the Ministry of Finance will continue to improve government financial
management functions, including sound budget formulation, a modern treasury System, and
macroeconomic analysis. Technical assistance in tax administration wili develop capacity for advanced
skills such as computerized audit selection techniques, industry-specific audit procedures, and improved
tax collection enforcement. At the request of several ministries, USAID is helping establish a Financial
Crimes Investigation Unit to enforce laws against a wide range of financial crimes including tax evasion,
money-taundering and corruption in the public sector. Since Macedonia’s compietion of the protocol for
accession into the World Trade Organization (WTO) in September 2002, it now must implement the
required tegal and regulatory regime; USAID will provide technical assistance for meeting these
requirements. If energy privatization goes forward in 2003, USAID may provide technical assistance.
Program implementers are: BearingPoint (prime), Booz-Allen Hamilton (prime),

FY 2004 Program:

Strengthening the financial sector ($2,688,000 AEEB). USAID will continue assistance in all areas of the
financial sector, including increasing the capacity of the securities reguiator and stock exchange, as well
as examining the potential for the development of investment funds, martgage finance, corporate bonds,
and treasury bills. In banking, the focus will remain on strengthening the Nationa! Bank Supervision
Department and increasing the ability of commercial banks to extend loans to the private sector.
Technical assistance to the Pension Supervision Agency will continue, as will work in accounting refarm,
USAID will provide limited assistance to the insurance regulator.

Improving the competitiveness of the private sector ($3,950,000 AEEB). In industry competitiveness, two
maore clusters will be selected for assistance, while work with previously-selected clusters will continye to
focus on helping them becorme competitive locally, regionally and globally. The fund providing specialized
trade finance for small and medium enterprises will expand its services and interested locat banks will be
trained to provide this type of finance. Implementers are Booz-Allen Hamilton (prime}, Crimson Capital
(prime), and others TBD.

Improving the investment environment ($3,950,000 AEEB). Efforts will intensify in implementation and
enforcement of the Company Law, in particuiar its corporate governance provisions. Continued technical
assistance to the Ministry of Finance wili result in an improved budget process, a modern treasury system
and the capacity for realistic macroeconomic analysis. A priority will be intense training for the Financial
Crimes Investigation Unit in investigation techniques and report preparation for use in prosecution.
Training to produce a cadre of professicnal and effective tax inspectors will continue, including work with
the prosecutor's office and courts to ensure that tax laws are enforced. Assistance for achieving
compliance with WTO regulations will continue. USAID may provide assistance in energy privatization
and strategy development. Implementers are Bearing Point (prime), Booz-Allen Hamilton (prime), and
others TBD.

Performance and Results: USAID technical assistance played a primary role in Macedonia's two great
successes in improving the legislative framework for the business environment. Macedonia's signing of
the protoco! for acceptance into the WTO in September 2002 and the passage of the Company Law in
July 2002. In improving trade capacily, the Macedonian Business Resource Center facilitated 180 trade
deals worth $10,700,000 and 12 investments worth $6,900,000. It also organized seven Business-to-
Business events both inside and outside Macedonia, providing opportunities for Macedonians and
internationals 1o directly discuss trade and investment opportunities. Support to the meat and dairy
industries resulted in the following: 26 client companies adopting advanced Seal of Quality standards;
15% increase in sales by 20% of processor clients; and 10 ethnically-mixed sheep breeders associations
achieving product and brand standardization for traditional cheese. By program compietion, 2 legislative
framework based on international standards and improved technical expertise will stimulate foreign and
domestic investment in the private sector. This is expected to result in an increase in foreign direct
investment to $106 million, a 24% increase in total exports, and 55% of the workforce employed in private
sector.
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US Financing in Thousands of Dollars

Macedonia

165-0130 Economic Growth AEEB ESF
Through September 30, 2001
QObligations 70,254 140
Expenditures 58,611 140
Unliquidated 11,643 0
Fiscal Year 2002
Obiligations 14,704 0
Expenditures 8,689 Q
Through September 30, 2002
Obligations 84,0958 140
Expenditures 67,300 140
Unliguidated 17,658 0
Prior Year Unobligated Funds
Obligations 0 0
Planned Fiscal Year 2003 NOA
Obligations 12,505 0
Total Planned Fiscal Year 2003
Obligations 12,505 0
Proposed Fiscal Year 2004 NOA
Obligations 10,588 0
Future Obligations 0 0

108,051 140

Est. Total Cost
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Data Sheet

USAID Mission: Macedonia
Program Title: Democracy and Governance Reform
Piilar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 165-0200
Status: Continuing
Proposed FY 2003 Obligation: $15,845,000 AEEB
Prior Year Unabligated: $176,000 AEEB
Proposed FY 2004 Obligation: $12,434,000 AEEB
Year of Initial Obligation: FY 2002
Estimated Completion Date: FY 2005

Summary: USAID's democracy and governance program focuses on: 1) increasing citizens' partu:lpatlon
in political and social decision-making, 2) enhancing adherence to the rule of law, 3} improving the
effectiveness and accountability of local government, and 4) increasing confidence in government
institutions and political processes.

Inputs, Qutputs, Activities:

FY 2003 Program:

Civil society strengthening ($6,500,000 AEEB). Through technical assistance, grants, and training,
USAID will strengthen the organizational capacity of locail civil society organizations, including trade
unions, to take an active role in improving the lives of Macedonian citizens and to better advocate for their
interests. USAID will continue improving a legal framework that supports the growth and financial viability
of non-governmental organizations (NGOs). Technical assistance and granis will be provided to help
communities address quality of life and economic development issues. The USAID media program will
continue to upgrade the professional skills of journalists, strengthen three media associations to serva the
interests of the media profession, and improve the competitiveness and efficiency of media enterprises.
USAID will work with the Ministry of Education to implement and sustain a civic education program in
elementary schools, and continue supporting a children’s television series designed to promote
intercuiturai understanding end conflict prevention. The prime implementers are the Institute For
Sustainable Communities , International Center For Non-For-Profit Law (ICNL), Louis Berger Group,
American Center For International Labor Solidarity (ACILS), Catholic Relief Services, Internahonal
Research And Exchanges Board (IREX), and Search For Common Ground.

Improving respect and implementation of laws ($5,000,000 AEEB). USAID will continue providing
technical assistance and grants to seven legal associations and institutions to develop an independent,
well-trained, and respected judiciary, a skilled and knowledgeable fegal profession, and a public informed
about its legal rights. Assistance will improve the efficiency and effectiveness of the courts by introducing
changes to the current laws to streamline the adjudication process, by providing training to improve the
quality of judicial decision-making and the managerial skills of court personnel, and introducing
organizational and procedural reforms. The prime implementers are the American Bar
Association/Central European and Eurasian Law Initiative (ABA/CEELI), and DPK Consuiting.

Bullding the capacity of local government ($2,345,000 AEEB). USAID will continue fo support the
legislative reforms required to impiement decentralization. Municipal associations will receive assistance
to strengthen their ability to represent the interests of local government and play a key role in
decentralization. Technical assistance and training will be provided so local government can use
effectively their newly devolved authorities and resources, and fo increase citizen participation in
municipal decision-making. Assistance and grants will be provided to municipalities to address
environmental issues. The contractor is Development Alternatives, In¢. (prime).
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Increasing trust in political institutions and processes ($2,000,000 AEEB). USAID will provide technical
assistance to the new Parliament to enhance its role in the legislative process and its ability o receive,
represent, and respond to citizens’ interests and preferences in decision-making. In anticipation of the
2004 local and presidential elections, technical assistance will be provided to build the capacity of the
newly-established permanent Secretariat for Election Administration and amend the legal framework for
elections. Technical assistance and grants will promote internal political party reform by strengthening
internal democratic practices and increasing responsiveness to constituents and members. To build
public confidence in the results of the popuiation census, USAID technical assistance will continue to
develop the State Statistical Office’'s ability to camy out the census in accordance with international
standards. The prime implementers are the International Foundation For Electoral Systems (IFES),
National Democratic institute (NDI), International Republican institute {IRI}), and the U.S. Census Bureau.

FY 2004 Program;

Civil society strengthening ($4,512,000 AEEB). USAID will design an activity {o address the needs of civii
society based on the lessons learned from the Community Self Help Initiative and previous non-
governmental organization strengthening activities. Assistance to labor unions and the media will
continue. USAID will focus on institutionalizing the civic education program nation-wide and making it
self-sustainabie. The prime implementers are Institute for Sustainable Communities, Louis Berger Group,
ACILS, and IREX.

improving respect and implementation of laws ($2,300,000 AEEB). Assistance in improving court
efficiency will intensify by replicating the court reforms accomplished in six pilot courts throughout the
country. The prime implementers are ABA/CEELI and DPK Consulting.

Building the capacity of local government ($3,012,000 AEEB). The Local Government Program will
continue its work on the decentralization process, more specifically on the implementation of the Law on
Local Self Government as well as the passage and implementation of the Law on Local Government
Financing. Consequently, assistance will focus on building [ocai governments’ capability to exercise
newly-devolved responsibilities. Grants to communities for environmental activities will continue as well,
The implementer is Development Alternatives, Inc. (prime).

Increasing trust in political institutions and processes ($2,610,000 AEEB). Parliamentary assistance wil!
continue to assist Members of Parliament with representing citizens from their electoral districts. Election
support will intensify in the period up to the 2004 local and presidential elections, addressing voter and
poll worker education and direct work with the State Election Commission. Political party assistance will
provide assistance and training to young and promising leaders. The prime implementers are IFES, NDI,
and IRL. :

Performance and Results: USAID assistance has been instrumental in the implementation of the
Framework Agreement, especially for the preparation of the amended Law on Local Self-Government that
sets the basis for decentralization. The revitalized Mayors’ Association has been educating its members
about the decentralization process and the pending Law on Lacal Government Financing. USAID
assistance was also a critical factor in the successful outcome of the September 15, 2002 parliamentary
elections. It resulted in the adoption of new ballot security provisions, improvement and standardization
of election administration and operation, training of over 17,000 poll workers, voter knowledge about
changes in procedure and their rights as voters, monitoring by domestic and international observers,
political parties adopting a cade of conduct, and development of political party platforms grounded in the
issues of importance to voters. Civil society organizations, including trade unions, played an active role in
the elections by encouraging citizens to inform themselves of the issues and to vote, and by monitoring
the conduct of the political parties and election officials. At the grassroots level, community activities
successfully addressed local economic development and quality of life improvements for over 200,000
direct beneficiaries, 10% of Macedonia's population. During the strategy period, USAID expects its
demoacracy and governance program to have increased citizen participation in political activities from 19%
to 30% and in civil society organizations from 17% to over 25%; improve public confidence in receiving
equal treatment in court procedures from 38% to 45%; and increase public trust of local government from
42% to 55%.
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US Financing in Thousands of Dollars

Macedonia
165-0200 Democracy and Governance Reform AEEB
Through September 30, 2001
Obligations o
Expenditures 0
Unliquidated 0
Fiscal Year 2002
Obligations 12,594
Expenditures 868
Through September 30, 2002
Obligations 12,504
Expenditures 868
Unliquidated 11,726
Prior Year Unabligated Funds
Obligations 176
Planned Fiscal Year 2003 NOA
OCbligations 15,845
Total Planned Fiscal Year 2003
Obligations 16,021
Proposed Fiscal Year 2004 NOA
Obligations 12,434
Future Obligations 0

41,049

Est. Total Cost
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Data Sheet

USAID Mission: ' ' Macedonia
Program Title: Social Transition
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 165-0340
Status: Continuing
Proposed FY 2003 Obligation: $6,730,000 AEEB
Prior Year Unobligated: $614,000 AEEB
Proposed FY 2004 Obligation: $8,028,000 AEEB
Year of Initial Obligation: Fy 2001
Estimated Completion Date: _ FY 2005

Summary: USAID's program to mitigate the social impacts of transition concentrates on addressing the
unemployment problems in the country through local economic deveiopment and making the education
system moere relevant to the labor market. This program includes training and technical assistance to
improve the quality of schoots, decentralize the education system, and increase access to education at all
levels for ethnic groups.

Inputs, Qutputs, Activities:

FY 2003 Program:

Local economic deveiopment ($3,675,000 AEEB). Building on the strengths and successes of previous
labor redeployment programs in 36 municipalities, USAID will design a new activity focused on
employment generation through local economic development. The goal will be to assist Macedonia in
developing local economic strategies to acquire and use the skills, behaviors, and technologies needed to
compete successfully in a global economy. USAID will facilitate public-private partnerships and provide
technical assistance and grants to promote entrepreneurship; build the capacity of micro, small, and
medium enterprises in order to create jobs and reduce poverty, and assist municipalities to create an
environment for local businesses. USAID will cansider a program related to information communication
technology {ICT) by establishing ICT centers for students and unemployed. The ICT componant could
include regulatory and development aspects of e-government, e-commerce and e-education. This would
promote a pro-competitive policy where the private sector could rapidly expand. In addition, to assist
locai artisans, particularly those in rurai areas and women, USAID will continue an activity that provides
technical assistance in product development and marketing thus increasing their ability to generate and
maintain sales beyond USAID assistance. By the end of FY 2003, 30 new product lines will be developed
and $375,000 in local and export sales will be generated. The impiementer is Aid to Artisans (prime)

Improving access to education ($1,055,000 AEEB). To support the new multi-ethnic, multi-lingual, private
South East Europsan University (SEEU) in Tetovo, USAID established a three-year partnership with
Indiana University to improve academic and instructional skills, upgrade faculty and curriculum, and teach
basic English and information technology skills. The program will award five to seven fellowships for
students to obtain their Master's Degree at Indiana University. These graduates will form the core of the
future SEEU faculty, strengthening the quality of academic instruction and research. The program will
also provide scholarships (totaling $100,000) for SEEU students with financial needs. USAID will fund a
small pilot activity that will target Roma children, the most educationaliy-disadvantaged ethnic group in
Macedonia, by providing them with proper preparation for successful entry into the Macedonian
educational system. The implementers are the Association Liaison -Office for University Cooperation in
Development (prime), Indiana University (sub), Foundation Open Society Institute Macedonia - FOSIM
{(prime).

Reforming the education system ($2,000,000 AEEB). USAID is supporting an intervention in 45 primary

schools and 18 general secondary schools to increase the number of youth equipped with critical-
thinking, problem-solving, and computer skills. The program will train teachers in information technology
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skills and interactive teaching methodologies to improve student learning. USAID will support a short-
term training program for improving the organizational and managerial skills of vocational school
administrators.  Afterwards, these trainees will form a policy-advisory group to address the
professionalization and certification of school administrators. A team of local education consuitants will
identify priorities needed to improve Macedonia's secondary education system which wouid make
graduates more employable. The final recommendations will form the basis for the design of a long-term
education program focused to enhance the relevance of vocational schools and identify ways to
strengthen their linkages with local business enterprises. The implementer is the Foundation Open
Society Institute Macedonia (FOSIM) (prime).

FY 2004 Program:

Local economic development ($2,350,000 AEEB). USAID will continue to work nationwide to assist local
communities in developing a workforce with the knowledge and {CT skKills needed to compete in a modern
market economy. Technical assistance to the artisans sector will continue by helping them to develop 75
product lines in total and generate an estimated $800,000 in sales. implementer TBD.

Improving access to education {$1,000,000 AEEB). USAID will continue to support the SEE University
through its partnership with Indiana University. Assistance for the Communication Studies and
Information Technology courses will be provided. A graduate-level Language Education Cerificate will be
offered to students, and an undergraduate-level Information Technology Certificate wili be available via
distance fearning. USAID intends to complement the Ministry of Education and other donors’ efforts in
impraving the use of information technofogy for instruction in primary and secondary schools. To upgrade
the Ministry's database system, USAID may provide technical assistance to develop a management
information system that would provide accurate and timely data on enroliments and other indicators of
schoo! performance. The implementers are Association Liaison Office for University Cooperation in
Development (prime) and Indiana University {sub}.

Reforming the education system ($4,678,000 AEEB). USAID intends to implement a long-term education
program that will better prepare youth for employment. This could include training and technical
assistance, improving ICT skills at the elementary and high school levels, fostering closer ties between
the education and private sectors, and assuring greater inclusion of ethnic minorities and women at the
secondary level. Implementer TBD.

Performance and Results: The South East Europsan University (SEEU), currently in its second year of
operation, is preparing students for meeting the requirements of public and private sector employers. It
provides curricula relevant to Macedonia's development needs. The SEEU’s ability to offer instruction in
Albanian and English in addition to Macedonian, while aiso increasing ethnic minorities’ access to tertiary-
level education, has been an important conflict-mitigating factor. Current enroilment is 2,400 students of
which 36% are female. Students are mostly ethnic Albanians although there is a significant increase in
the enroffment of ethnic Macedonians (7% of the student body) or other non-Albanian minorities,
confirming the acceptance of the University as a high-quality, multi-cultural education institution. One of
USAID's successful workforce programs was the Partnership for Economic Development in Macedonia
(PRiSMa), which provided technical assistance and seed funds for innovative responses to
unemployment and tabor market rigidity, through training in efficient, demand-driven methods for job
creation, transition, and retention/re-qualification. As of September 2002, PRiSMa helped employers and
workers to create 2,431 new jobs and retain 1,552 at-risk jobs, which saved the Macedonian government
more than $5 million in unemployment benefits. Another success was the introduction of Macedonian
hand-made products to U.S. and European buyers at trade shows in New York, San Francisco, and
Frankfurt, resulting in significant importer interest. In its first year of implementation this program
developed 15 new product lines and mentored six local designers. A solid foundation was built for
employment generation and increased sales volume.
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US Financing in Thousands of Dollars

Macedonia
165-0340 Social Transition AEEB
Through September 30, 2001
Obligations 0
Expenditures 0
Unliguidated 0
Fiscal Year 2002
Obligations 5,359
Expenditures 310
Through September 30, 2002
Obligations 5,359
Expenditures 310
Unliquidated 5,049
Prior Year Unobligated Funds
Obligations 614
Planned Fiscal Year 2003 NOA
Obligations 6,730
Totai Planned Fiscal Year 2003
Obligations 7,344
Proposed Fiscal Year 2004 NOA
Obligations 8,028
Future Obligations 0

20,731

Est. Total Cost
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Data Shest

USAID Mission: Macedonia
Program Title: Special Initiatives
Pillar; Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 165-0410
Status: Continuing
Proposed FY 2003 Obligation: $4,560,000 AEEB
Prior Year Unobligated: $120,000 AEEB
Proposed FY 2004 Obligation: $100,000 AEEB
Year of Initial Obligation: FY 1993
Estimated Completion Date: FY 2004

Summary: USAID Special Initiatives meet criteria outlined in Agency guidance for special objectives.
That is, they are of limited scope and/or duration and/or respond to particular windows of opportunity.

Inputs, Outputs, Activities:

FY 2003 Program:

HIV/AIDS social marketing program ($60,000 AEEB). While the cases of HIV/AIDS in the Balkans are
relatively low compared to other regions of the world where USAID operates, many dangerous practices
exist that can fuel an exponential increase in the rate of infection. Deterioration of the economic situation
in Macedonia has led to weakened health systems, including low or non-existent funding in the areas of
prevention, diagnosis, and treatment of sexually transmitted infections (STI), including HIV/AIDS. USAID
will contribute to the regional South Eastern Europe HIV/AIDS Initiative. The program's two key
components are aimed at increasing the use of condoms among youth and augmenting the capacity of
non-governmental organizations (NGOs) to design and implement HIV/STI prevention. Local NGOs will
be selected to join a regional network wherein they can participate in workshops, access grants to
implement HIV/AIDS prevention activities, and share lessons learned across borders. The implementer is
Population Services International {prime).

Budget Support ($4,500,000 AEEB). In FY 2003, the U.S. Government will provide the fina! tranche of
balance of payment support to the Government of Macedonia pledged at the Brussels Donors’
Conference in March 2002, Twelve million doilars was provided for this purpose in FY 2001 and FY 2002
AEEB funds. The contribution will service Macedonia's debt to the U.S. Government and/or international
financial institutions. The disbursement of funds is conditional upon the compietion of a Stand-By
Agreement betwesn the Government of Macedonia and the international Monetary Fund.

FY 2004 Program:
HIV/AIDS Social Marketing Program ($100,000). These funds would continue the same program as in FY

2003. The implementer is TBD.

Performance and Results: USAID, on behalf of the U.5. Government, and the Government of
Macedonia negotiated and signed a grant agreement that outlined the disbursement terms of the balance
of payment support. USAID, through the United States Census Bureau (BUCEN), provided technical
assistance and training to the Macedonian State Statistical Office so that it could conduct a census in
November 2002 that accurately reflects the status of different ethnic communities in Macedonia. The
assistance provided included procurement of 40 computers to tabulate resuits, the training of the trainers
of census enumerators, and the training of journalists in the conduct of the census and how to use and
understand statistical data. This activity was a huge success and went off without a hitch. Though
extremely ethnically sensitive, to date, enumerators and processing has proceeded on schedule.

Immediately after the last year's crisis USAID, in cooperation with United Nations Development Program
{UNDP), started a one year speciat initiative to address the underlying severe socio-ecgnomic pressures,

143



such as unemployment and poverty, which could potentially trigger further social unrest in the country.
The Youth Employment Support Program provided productive alternatives to hostility and conflict for
youth--all over the country--through short term employment opportunities.  Simultanecusly, it
strengthened the capacity of local governments and empowered them to undertake development
programs in their municipality. As a result of this initiative, a total of 2,033 workers were engaged for
8,061 working months in all 123 municipalities in Macedonia. Half of them received fraining in marketable
skills that will increase their chances of finding a job.
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US Financing in Thousands of Dollars

Macedonia
165-0410 Special Initiatives AEEB ESF
Through September 30, 2001
Obligations 34,713 11,000
Expenditures 23,940 11,000
Unliquidated 10,773 0
Fiscal Year 2002
Obligations 12,500
Expenditures 4,964 0
Through September 30, 2002
Obligations 47,213 11,000
Expenditures 28,904 11,000
Unliquidated 18,308 0
Prior Year Unobligated Funds
Obligations 120 0
Planned Fiscal Year 2003 NOA
Obligations 4,560 0
Total Planned Fiscal Year 2003
Obligations 4,680 0
Proposed Fiscal Year 2004 NOA
Obligations 100 0
Future Obligations 0 0
Est. Total Cost 51,993 11,000
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Data Sheet

USAID Mission: Macedonia
Program Title: Cross-Cutting Programs
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 165-0420
Status: Continuing
Proposed FY 2003 Obligation: $4,410,000 AEEB
Prior Year Unobligated: $1.269,0600 AEEB
Proposed FY 2004 Obligation: $3,200,000 AEEB
Year of Initial Obligation: FY 1993
Estimated Completion Date: FY 2005

Summary: This program supports goals and strategies defined under all other strategic objectives by
promoting human capacity development in all strategic sectors, enhancing synergies across objectives,
and integrating other cross-cutting themes to enhance the assistance provided through other
mechanisms.

Inputs, Outputs, Activities:

FY 2003 Program:

Participant training program ($2,380,000 AEEB). The Participant Training Program is a support
mechanism for all USAID strategic objectives in achieving their planned results by providing training to
Macedonian professionals who are involved in democralic processes, economic activities, and
educational reforms in the country. Afterwards, participants are able to apply for small grants that allow
them to use knowledge gained through the training program. The project plans to increase the
percentage of women participants fo 50%, and increase participation of ethnic minorities. The
imptementer is World Learning (prime).

Small project assistance ($50,000 AEEB). Peace Corps Small Project Assistance provides small grants
for proposals submitted by Peace Corps volunteers. The projects address community development,
student needs, particularly for English language study, and other areas. The implementer is the U.S.
Peace Corps {prime).

Program development and support (31,980,000 AEEB). The Program development and support (PD&S)
mechanism provides USAID with resources that are critical for achieving strategic objectives. These
resources are needed for assessments of possible new programs, evaluations, audits, surveys, strategy
development studies, performance monitaring, and support for program implementation.

FY 2004 Program:

Participant training ($1,700,000 AEEB). Macedonian professionals will continue to improve their skills
through the Participant Training Program in FY 2004. An emphasis will be placed on education and
workforce development. Program goals include a 50% women participation rate and greater inclusion of
ethnic minorities. The implementer is World Learning (prime).

Peace Corps smalt project assistance ($50,000 AEEB). Small project assistance grants will be continued.

Program development and support (31,450,000 AEEB). The support as described in FY 2003 will
continue at the same levetl in FY 2004,

Performance and Results: As a cross-cutting activity, the Participant Training Program has been a
crucial mechanism for supporting all other activities in each of the Strategic Objectives of USAID during
FY 2002. This strategic objective’s results are tracked and measured through the indicators for the other
strategic objectives that it supporis. The project conducted 12 U.S.-based, seven third-country, and four
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in-country training programs with over 200 participants in FY 2002; 41% were women. [n democracy-
building, training focused on municipal association strengthening, fundraising for NGOs, improving
journalism reporting on issues important to labor unions, and increased women's participation in politics.
Training support for economic activities concentrated on marketing and promotion, meat and dairy
technology, information technology training, combating corruption and promoting corporate governance.

147



US Financing in Thousands of Dollars

Macedonia

165-0420 Cross-Cutting Programs AEEB ESF
Through September 30, 2001
Obligations 15,062 22,000
Expenditures 10,062 22,000
Unliguidated 5,000 0
Fiscal Year 2002
Obligations 4,278
Expenditures 6,087
Through September 30, 2002
Obligations 19,340 22,000
Expenditures 16,149 22,000
Unliquidated 3,191 0
Prior Year Unobligated Funds
Obligations 1,269 0
Planned Fiscal Year 2003 NOA
Ohbligations 4,410 0
Total Planned Fiscal Year 2003
Obligations 5,679 0
Proposed Fiscal Year 2004 NOA
Obligations 3,200 0
Future Obligations 0 0

28,219 22,000

Est. Total Cost

148



Montenegro

The Development Challenge: While Montenegro appears to now be emerging from the political and
social instability that disrupted the economy for more than a decade, much remains to be done. GDP
remains near 1990 levels {about $1.3 billion.) Unemployment, once adjusted for the informal market, is
steady at 17%. The average recorded wage in the formal sector is under $200. Inflation in 2001 was
25%. International trade, exciuding Serbia, yielded a deficit of $400 million that same year. And, if
arrears accumulation is considered, the government deficit for 2001 is $90 million. Furthermore, foreign
investors have not been active in Montenegro, awaiting political stabilization and implementation of new
legisiation relevant to business. Even then, Montenegro may have difficulty competing with other
countries in the region given, among other things, its small market size, lack of infrastructure, electricity
shortages, and labor rigidities. In brief, more work remains to be done in areas such as fiscal planning
and control, financial sector development and reguleation, restructuring of the energy sector, privatization,
completion of reforms in the business regulatory environment, private sector investment and growth,
judicial reform, independent media, decentralization, health, and infrastructure. Finally, reforms must take
account of both the legal framework and the building of sustainable institutions. More government action
is needed to help insure that economic reforms are complemented by attention to the social
consequences of those reforms. Safety-net issues such as the pension and health care systems could
negatively affect public support for reform. Popular perceptions regarding the government’s performance
in managing political, economic and social transition are essential for continued citizen support for reform.
However, polling data indicate that the public at large is increasingly dissatisfied with the pace of
egconomic transition. it is crucial that the government enjoy wide public support for the demaocratic
transition, which can only be ensured by a transparent reform process, and closer cooperation with civil
society,

The USAID Program: The USAID program directly advances a number of U.S. International Affairs
Strategic Goals including regional stability, economic development, open markets, global growth and
stability, democracy and human rights and environmental improvement. In terms of overall USAID pillars,
the strategy directly pursues goals of broad-based economic growth, human capacity development,
sustained environmental protection, and strengthenad democracy and good governance.

The USAID program directly addresses the development challenges indicated above and recently
announced USG foreign policy objectives to address the “inability of new democracies to control borders,
to promote the rule of law and to respond to the needs and insecurities of their citizens.” The three
Strategic Objectives for the Montenegro program -- accelerated development and growth of private
enterprise (SO 170-0130); more effective, responsive and accountable democratic institutions (SO 170-
0200); and increased, better-informed citizen participation in political and economic decision-making (SO
170-0210) - are supported by a focused program of assistance. They aim to heip broaden the base of
individual, community and private involvement in the economic and political systems of Montenegre. The
impact of this program will provide for greater economic and political empowerment of citizens, a legal
and policy environment that encourages transparent and accountable processes, demaocratic and open
institutions that serve citizen needs, a competitive market economy and a more independent judiciary.
Two activities being administered by the International Office for Migration were undertaken in FY 2002 to
combat trafficking, including a public awareness campaign targeting young women and giris (TV video
spot, radio jingle, posters, bus tickets, and sugar packages) and technical assistance to a shelter for
victims of trafficking called the Women's Safe House.

The basic institutions of government are in place, but capacity is tacking in areas related to a modern
market economy. This is particularly noted in some regulatory institutions, and in some sub-units of the
Ministry of Finance, particularly those relating to control over public finances and tax administration.

Other Program Elements: Through the Bureau for Europe and Eurasia's regional energy program,

USAID has been supporting regional integration of utility markets, in which Montenegrin officials
participate. Plans for the future include working with two programs of the Bureau for Economic Growth,
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Agriculture, and Trade (EGAT), the Development Credit Authority and the Financial Services Volunteer
Corps.

The U.S. Department of Agriculture maintained a program for the provision of animal feeds to
Montenegrin farmers that ended in FY 2002. The Department of Treasury, utilizing funds transferred from
USAID, maintains a treasury advisor, working mainly on budget preparation.

Other Donors: Following several years in which USAID was the dominant doncr in Montenegro, other
donors have become increasingly important and coordination between them and USAID/Montenegro is
close on several fronts. In the energy sector USAID will be sharing responsibilities far restructuring the
state power company Elektroprivreda Crna Gora with the European Agency for Reconstruction (EAR) and
the World Bank. The establishment of the independent regulator for the energy sector will be shared with
the British Department for International Development (DFID). USAID also closely coordinates with the
EAR on implementation of a value-added tax in the customs service and on development and
implementation of the treasury system. EAR has also taken over the role of devetoping the next phase of
the business registry. The German development assistance bank (KFW} has recently provided a line of
credit to Opportunity Bank, which was established in Montenegro with USAID support. With the end of
USAID budget support, the World Bank begms its support and the International Monetary Fund will assist
with monetary stabilization.

150



Montenegro

PROGRAM SUMMARY
{(in thousands of dollars}
Accounts FY 2001 FY 2002 FY 2003 FY 2004
Actual Actual Prior Request Request
Asst. for E. Europe and the Baltic States 54 878 60,000 25,000 18,000
Supplemental - AEEB 17.462 Q 0 0
Tota!l Program Funds 72,340 60,000 25,000 18,000
STRATEGIC OBJECTIVE SUMMARY

170-0130 Economic Reform, Restructuring and Policy

AEEB | 26,785| 12,843} 7,900} 4,608
170-0200 Democratic Transitions

AEEB | of 0| 5,571 5,232
170-0210 Local Governance and Community Development

AEEB | 12,000| 23,977 6,619} 5,280
170-0410 Special Initiatives

AEEB | 29,900] 15,000] o| 0
170-0420 Cross-Cutting Programs

AEEB | 1,000] 2,000} 2,000{ 1,500] -
TRANSFER

AEEB | 2,655] 6,180( 2,910| 1,380

SO 170-0130 includes $2 462 of FY 2001 Supplemental - AEEB.
S0 170-0410 includes $14,800 of FY 2001 Supplemental - AEEB.
TRANSFER includes $500 of FY 2001 Supplemental - AEEB.
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Data Sheet

USAID Mission: ' Montenegro
Program Title: Economic Reform, Restructuring and Policy
Pillas: Economic Growth, Agriculture and Trade
Strategic Objective: 170-0130
Status: Continuing
Proposed FY 2003 Obiigation: $7,900,000 AEEB
Prior Year Unobligated: $584,000 AEEB
Proposed FY 2004 Obligation: $4,608,000 AEEB
Year of Initial Obligation: 1998
Estimated Completion Date: 2005

Summary: The goal of Strategic Objective 170-0130: Accelerated Growth and Development of Private
Enterprise is the development of a comprehensive legal and institutional environment for the promotion of
growth of private enterprises. Coordinated technical and procurement assistance is being provided to key
Montenegrin government and private institutions in order to assist them in developing the capacities they
need to create and continue to shape an institutional environment conducive to private sector
development. Targeted institutions inciude: government offices such as the Ministry of Finance, Central
Bank of Montenegro, Ministry of Economy, Ministry of Tourism, Privatization Council and Agency for
Reconstruction and Foreign Investment; financial institutions such as Opportunity Bank; and private
NGOs conducting policy work such as the Center for Entrepreneurship and Economic Development and
the Institute for Strategic Studies and Prognosis.

Inputs, Outputs, Activities:

FY 2003 Program:

Economic policy reform ($6,900,000 AEEB) is focused on the creation and institutionalization of an
environment conducive to economic growih driven by private sector expansion. There are three mutually
reinforcing avenues to this goal being pursued simultaneously in FY 2003:

1. Economic stability, which includes further training on financial sector development including banking
regulation and problem bank resolution. It also includes stabilization of the energy sector involving
improved financial management controls at the state power company, reform of the payments system,
and building and implementing the framework for fiscal balance and sustainability with further
improvements in budgetary processes and debt management. The principal contractor is KPMG/Barents.

2. Private sector environment, which includes programs for promotion of privalization and private sector
participation, assisting in the implementation of a wide range of new business regulatory and accounting
legistation. A major component of this program is public education to ensure that both companies and
citizens are aware of their rights and obligations in the new environment. The principal contractor is
KPMG/Barents.

3. Monitoring and evaluation, which includes strengthening the macroeconomic analysis capabilities of
the central bank, and the fiscal analysis capabilities of the Ministry of Finance, while improving
transparency in government to ensure access to needed information and processes. The principal
contractor is KPMG/Barents.

Small and medium enterprise (SME) ($1,000,000 AEEB) support activities will focus on association
building and provide business development services to SMEs to help them better adapt and take
advantage of the new business environment. USAID will work in different areas to: huild associations to
conduct business advocacy work, to provide consultancy services to SMEs to help them better adapt to
and take advantage of the new business environment, and to provide support for restructuring several of
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the larger and more eceonomically important SMEs in Montenegro. The principal contractor is
KPMG/Barents.

FY 2004 Program:

Economic palicy reform ($4,608,000 AEEB) efforts will ¢ontinue in the impiementation and permanent
institutionalization of major reforms begun in previous years. FY 2004 activities will continue ongoing
training for GOM officiais and ather persons and organizations either in charge of implementing reforms,
or affected by them. Activities will also focus on the assessment of reform legislation already passed, and
the “fine tuning” of that legislation according to lessons learned. Further activities will sirengthen public
and private institutions to improve their ability to self-monitor and evaluate critically with a view to
continually improving the Montenegrin economic environment. The principal contractor is KPMG/Barents.

Performance and Results: There has been considerable progress toward meeting the planned results of
this Strategic Objective, such as basic legislation and institutions for a market economy have been
established, and efforts are being directed toward the longer and sometimes more difficult stage of
implementation. Theugh some staffing, training and institutionalization issues remain, Montenegro has
made much progress.

With the completion of the USAID-supported economic reform program, and in coordination with other
donors, Montenegro will have both the legal and operational foundations of a market economy. Though
certain improvemenis will aiways be needed, critical areas wiil be nearly fully institutionalized such as:
budget preparation and execution, tax collection, bank supervision, pension fund management, coliateral
rights and bankruptcy procedures, payments system reform, and electricity rate setting. Finally, the
business regulatory environment wili have stabilized and companies and shareholders will be apprised of
their rights and obligations.
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US Financing in Thousands of Dollars

Montenegro
17Q-0130 Economic Reform, Restructuring and AEES
Policy
Through September 30, 2001
Obligations 36,184
Expenditures 11,951
Unliquidated 24233
Fiscal Year 2002
Obligations 12,259
Expenditures 19,777
Through Saptember 30, 2002
Obligations 48,443
Expenditures 31,728
Unliguidated 16,715
Prior Year Unobligated Funds
Obligations 584
Planned Fiscal Year 2003 NOA
Obligations 7.900
Total Planned Fiscal Year 2003
Obligations 8,484
Proposed Fiscal Year 2004 NOA
Obligations 4,608
Future Obligations 0

61,535

Est. Total Cost
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Data Sheest

USAID Mission: Mentenegro
Program Title: Democratic Transitions
Pillar: Demaocracy, Conflict and Humanitarian Assistance
Strategic Objactive: 170-0200
Status: New
Proposed FY 2003 Obligation: $5,571,000 AEEB
Prior Year Unobligated: $0
Proposed FY 2004 Obligation: $5,232,000 AEEB
Year of Initial Obligation: 2003

Estimated Completion Date: 2006

Summary: USAID's program to strengthen the rule of law and respect for human rights includes training
and technical assistance to: advance the effectiveness, independence, and accountability of the judiciary
and other legal institutions; improve the capacity of civil society, political parties and trade unions to serve
and represent citizens; and build up the capacity and competitiveness of independent media.

Inputs, Outputs, Activities:

FY 2003 Program:

Judicial reform and rule of law ($3,430,807 AEEB). This new activity will provide expert legal advice and
other technical assistance necessary to support the Montenegrin Government's efforts to implement the
Courts Act. it will also improve court operations, including the quality and timeliness of judicial decision-
making and the basic management and administration of the courts at all levels, with special emphasis on
improving the operations of the basic and commercial courts. Rule of law inputs in the form of technical
assistance, workshops, expert advice and discussion, as well as training will continue to address
legislative reform, judicial training and education, and legal professional association development. The
principal implementer is ABA/CEELI (rule of law program) with others TBD (new judicial reform activity).

Civil society strengthening, political party and. parliamentary development, independent trade union
strengthening ($1,700,000 AEEB). Training, technical assistance, and financial grants will be provided to
NGQOs throughout Montenegro, so that they can attain skills required to serve as effective partners in the
public poficy process. In FY 2003, special emphasis will be placed on establishing regiona! advacacy
centers dedicated to promoting more productive relationships among NGOs, government autherities, and
the business sector at the regional level through provision of local infrastructure, space, information, and
training opportunities for NGOs in their regions. Technical assistance and training in four general areas of
parliamentary development will be provided: (1} parliamentary staff development; (2) improved party
caucus operations, (3) assistance in the reform of parliament’s internal operations and rules of procedure;
and, (4) improving constituency relations. Training and technica! assistance will also concentrate on iong-
term political party development, specifically political party strategic planning and democratic internal
reform. Technical assistance and training will be provided to the Confederation of Independent Trade
Unions of Montenegro (CITUM). The role of labor unions and their membership in the development of a
modern system of labor relations that embraces both mpodern management and modern structures of
conflict management and resolution will also be strengthened. The implementers are the National
Democratic Institute (ND{) and the American Center for International Labor Solidarity (ACILS)

Independent media support ($440,000 AEEB). Training and tailored technical assistance will be provided
to a core group of local media pariners, including: Montenegro Broadcasting Company (MBC),
Montenegro Independent News Agency {MINA), Montenegro Media Institute (MMI), Union of Independent
Electronic Media (UNEM), Monitor, and the Association of Young Journalists {AYJ). Priorities will be to:
strengthen MBC's production capacity, distribution outreach (marketing and footprint), and management
practices with the aim of positioning MBC as the lead player of a projected independent TV network in
year two of the Montenegro Independent Media Program; establish a five-month diploma course for
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journalists and media professionals in cooperation with MMI and the University of Montenegro Law
Faculty; and develop further UNEM’s advocacy role during this critical implementation stage of the media
laws (Media Law, the Broadcasting Law, and the Law on State Broadcastmg Services). The implementer
is the International Research and Exchanges Board {IREX).

FY 2004 Program:

Judicial reform and rule of law (32,700,000 AEEB). The program will further the development of rule of
law in Montenegro by supporting the Government of Montenegro’s efforts to: (1) reform and modernize
the framework of laws affecting the operation of the judicial system; (2) implement in a timely and
effective manner structural changes in the judiciary mandated by recent reform legisiation; (3} and
improve the day-to-day operations of the courts through the introduction of modern case management
and court administration practices and procedures, and the supply of equipment and materials to the
courts. Complementary rule of law activities will continue in the areas of legislative reform, judicial
training and education, and legal professional association development. Implementers: ABA/CEELI and
others TBD.

Civil society strengthening, political party and parliamentary development, independent trade union
strengthening ($1,179,000 AEEB). During the activity's third year of operation, it will implement an exit
strategy which leaves behind an infrastructure of advocacy resource centers, including the Advocacy
Resource Center (ARC) based in Podgorica as well as three additional regional advocacy centers based
outside of Podgorica. The ARC will be equipped to provide training, technical assistance, and other
advocacy support services to Montenegrin NGOs. The political party and parliamentary development
program will also end in FY 2004. Expected results will be stronger democratic political parties and a
reformed parliament with effective and efficient internat rules of procedure. The tri-partite dialogue
between labor, business, and government will continue to advance through an institutionatized system of
labor-management relations refiecting the new economic reality. A strong and independent trade union
movement will emerge that can be a voice for workers in both the initial transition period, and in the post-
transition period. Implementers: American ORT, NDI|, ACILS

Independent media ($1,353,000 AEEB). The media program will be in its third and last year of
implementation. It is expected to leave behind: (1) a well-established Montenegro Independent Media
Institute that prepares journalists to provide balanced and factual current affairs and economic news; (2)
an active and effective association of independent broadcasters through UNEM; (3) sustainable media
autlets that provide fair and balance news such as MINA and MBC; and (4) an appropriate legal and
regulatory framework that supports freedom of the press and speech. Implementer: IREX

Performance and Results: USAID expects that the activities implemented under this Strategic Objective
will improve the capacity of citizens to participate more effectively and more knowledgeabily in political
and economic processes, and will strengthen the capacity of key governmental institutions to effectivety
implement reforms and protect citizens’ essential civil, political and economic rights.
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US Financing in Thousands of Dollars

Montenegro
170-0200 Democratic Transitions AEEB
Through September 30, 2001
QObiigations 0
Expenditures 0
Unliquidated 0
Fiscal Year 2002
Obligations 0
Expenditures 0
Throggh September 30, 2002
Obiligations o
Expenditures 0
Unliquidated 0
Prior Year Unobligated Funds
Obligations 0
Planned Fiscal Year 2003 NOA
Obiligations 5,571
Total Planned Fiscal Year 2003
Obligations 5,571
Proposed Fiscal Year 2004 NOA
Obiligations 5,232
Future Obligations 0

10,803

Est, Total Cost
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Data Sheet

USAID Mission: Montenegro
Program Title: Local Governance and Community Development
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 170-0210
" Status: Continuing
Proposed FY 2003 Obligation: $6,619,000 AEEB
Prior Year Unobligated: $1,062,000 AEEB
Proposed FY 2004 Obligation: $5,280,000 AEEB
Year of Initial Obligation: 1998
Estimated Completion Date: 2006

Summary: This USAID program focuses on community revitalization through democratic action and
good governance. It increases citizen participation in community development decisions and activities,
promotes cooperation between communities and between citizens and local government and facilitates
the social and economic revitalization of communities in Montenegro. At the same time, the program
enables local governmenis to implement modern transparent and responsive local governance systems
that address citizen needs and promate and incorporate informed citizens participating substantively in
the decision-making processes of governance. The assistance process involves hundreds of community-
scale and cluster community-scale activities, and targeted technical assistance and training at the
community, municipat and republic levels.

inputs, Outputs, Activities:

FY 2003 Program:

Coemmunity Revitalization through Democratic Action (CRDA} ($4,000,000 AEEB). The CRDA program
promotes and supports a Republic-wide network of 111 locally elected community development councils
{CDCs) that are working individually and cotlectively to realize activities in small-scale civil works,
economic revitalization and income generation, improved environmental practices and conditions, and
civic issues support. CDCs receive training, mobilization assistance and USAID co-funding up to a
maximum of 75% for community-selected priority activities. Works are contracted through a private,
transparent tendering process. A minimum 25% local contribution is required. Community and cluster
community partnerships, if performing, may endure and mature over the life of project. In FY 2003, a total
of 229 new project/activities are expected to be selected, planned, and executed by communities.
implementers: Cooperative Housing Foundation International (Northern Montenegro) and International
Reilief and Development inc (Southern Montenegro}

Local governance ($2,619,000 AEEB). This program will provide technical assistance, training and small-
scale procurement to support implementation of the new legal framework for local government with
emphasis on greater transparency through fiscal decentralization reforms, on improved delivery of public
services and on increased citizen participation in all processes of local governance. This activity will build
on earlier USAID assistance to the government to research and draft the core local government laws and
huiid awareness of and support for local governance reforms among citizenry through Republic-wide
campaigns and training. Implementer: TBD.

FY 2004 Program:

Community Revitalization through Democratic Action (CRDA) ($2,400,000 AEEB). The CRDA program
will continue its community-based and community-led development with increased focus on larger
activities managed by clusters of communities cooperating with their local governments to improve public
services and related quality of life issues. USAID may expand this community revitalization program to
encompass other communities in the Republic.
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Local governance ($2,880,000 AEEB). The program will be supported by three long-term technical
advisors and targeted short-term technical assistance to local governments. The advisors wiil provide
training and on-the-job guidance to implement new management structures and new own-source
revenues, such as a market-based real estate taxation system. Technical assistance wili work to
institutionalize and regularize public hearings and to introduce media outreach for budget, tax and tariff
changes, and community investment planning.  Also, joint project activities emphasizing local
government's contribution to active partnerships with clusters of communities to improve public services
are expected to continue. Impiementer: TBD.

Performance and Results: During 2001-2002, USAID helped design laws and support the process for
government approval of a legal framework for fiscal and democratic decentralization and devolution of
authority and resources. The valuation method for converting Montenegro to market-based real estate
taxation was developed. All 21 municipalities benefited from basic training in financial and organizational
skills to meet international standards of the Council of Europe, and training and practice in transparent
procurement procedures. During 2002, following sound procurement practices, construction for 18
medium-scale municipal projects was launched, and over 100 small-scale community development
activities were started--all now nearing completion. Throughout the Republic, communities and their local
governments have increased citizen involvement and coftaboration in the iocal government reform
process.

By program completion, Montenegrins will be better informed regarding community development and
local governance issues, more actively influencing political and economic decision-making, and more pro-
active in conceiving and executing development activities that improve their lives. Local govemments will
be professionally run, implementing management systems that are transparent, responsive to citizen
concemns and engage citizens actively, An equitable system of international fiscal transfers and a market
based real estate taxation system at the local level will be in place, ensuring security and predictabitity of
revenue flows.
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US Financing in Thousands of Dollars

Montenegro

170-0210 Local Gavernance and Community
AEEB
Development
Through September 30, 2001
Obligations 16,829
Expenditures 6,720
Unliquidated 10,109
Fiscal Year 2002
Obligations 25,055
Expenditures 9,779
Through September 30, 2002
Obligations 41,884
Expenditures 16,499
Unliguidated 25,385
Prior Year Unobligated Funds
Obligations 1,062
Planned Fiscal Year 2003 NOA
Obiigations 6,619
Totaf Planned Fiscal Year 2003
Obligations 7,681
Proposed Fiscal Year 2004 NOA
Obligations 5,280
Future Qbligations 0
54,845

Est. Total Cost
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Data Sheat

USAID Mission: Montenegro
Program Title: Cross-Cuiting Programs
Piliar: Economic Growth, Agriculture and Trade
Strategic Objective: 170-0420
Status: Continuing
Proposad FY 2003 Obligation: $2,000,000 AEEB
Prior Year Unobligated: $1,467,000 AEEB
Proposed FY 2004 Obligation: $1.500,000 AEEBR
Year of Initial Obligation: 2001
Estimated Completion Date: 2008

Summary: This objective is designed to accommodate activities that make significant contributions to
more than one objective. 1t finances program development costs, program assessments and learning
efforts.

Inputs, Qutputs, Activities:

FY 2003 Program:

USAID is funding three U.S. Personal Service Conftractors {(USPSCs) and twelve Foreign Service
National Personal Service Contractors (FSNPSCs) to help monitor and manage USAID's program in
Montenegro. Three of the FSNPSC employees will work in each of two field offices being opened in FY
2003 to support the Community Revitalization through Democratic Action Program. The balance of the
funds being requested will be used for program-related activities that affect more than one Strategic
Objective, such as activity design, evaluations and training.

FY 2004 Program:

USAID intends to again fund three U.S. Personal Service Contractors (USPSCs) and twelve Foreign
Service National Personal Service Confractors (FSNPSCs) in FY 2004 to help monitor and manage
USAID's program in Montenegro. Funds from this Strategic Objective are also planned for activity design,
evalyations and training.

Performance and Results: No U.S. direct-hire staff are stationed in Montenegro. The Montenegro
Mission receives support services from USAID/FRY in Belgrade and by USAID's Regional Services
Center in Budapest. The roles for each of these posts are clearly delineated and coordination among

them has been effective.
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US Financing in Thousands of Doliars

Montenegro
170-0420 Cross-Cutting Programs AEEB
Through September 30, 2001
Qbligations 851
Expenditures 415
Unfiquidated 536
Fiscal Year 2002
Obligations 1,182
Expenditures 978
Through September 30, 2002
Obligations 2133
Expenditures 1,394
Unliquidated 739
Prior Year Unobligated Funds
Obligations 1,467
Planned Fiscal Year 2003 NOA
Obligations 2,000
Total Planned Fiscal Year 2003
Obligations 3,467
Proposed Fiscal Year 2004 NOA
Obligations 1,500
Future Obligations 0
Est. Total Cost 7,100
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Romania

The Development Challenge: Romania is a pro-Western transitional democracy, seeking to build
democratic institutions and a market-based economy. Romania's overall economic, political and sccial
reform process has not been as robust as most transition countries in Central and South East Europe.
Despite progress particularly over the past five years, additional investments of billions of doilars will be
required to bring infrastructure and services up to Western standards.

Since taking office in December, 2000, the Government of Romania (GOR) has carried out political and
economic reforms that had been on hold since the 1989 revolution. Political life is dominated by the
Social Democratic Party {PSD), which pursues a legislative agenda of continued political and economic
reform to succeed in Romania's iong-held hope for eventual membership in NATO and the European
Union {EU). However, this single party domination is evidence that true democratic reform has not
occurred yet. With decentralization to the local level, Romania's democratic fragifity is evidenced by
hundreds of mayors from opposition parties migrating to the PSD in order to ensure political and resource
support. :

Poor economic performance is attributed to the country's inability to make the full transition from a State
enterprise-dominated economy to one led by the private sector. Accelerating private sector growth and
increasing civil society participation in the reform process represent the greatest potential for more
equitable economic development, job expansion and a better standard of life for ordinary Romanians,
especiaily the rural poor.

The USAID Program: USAID focuses its resources in three areas:

1) supporting a market-driven environment to accelerate private sector growth;
2) fostering local democratic governance & civil society participation; and,

3) improving child weifare and women’s health services.

Moreover, USAID programs promote transparency and accountability as the primary anti-corruption
strategy across all program activities, including agriculture, privatization, health, child welfare, iocal
government, capital markets and the financial sector. For exampie, through USAID’s banking supervision
program implemented by KPMG/Barents, the Central Bank made a series of positive steps to enhance
oversight of private banks. As a result, the Bank was able to identify corrupt practices at a large
investment bank and greatly reduce the magnitude of a major banking scandal -- resulting in increased
transparency, along with greater investor and consumer confidence.

USAID programs at the local level strive to foster increased community spirit, promote the concept of
volunteerism, and increase the capacity of ordinary citizens to identify and resolve community issues. For
instance, during the past fiscal year, USAID-funded community activities improved citizen participation in
local public life through the formation of community development teams, community fora, and the
mobilization of volunteers. More than 500 volunteers participated in community projects and over 700
citizens participated in various community consultation meetings. Partnerships proved to be effective
mechanisms for building local capacity through skills-transfer and creative adaptation of successful U.S.
models. Local non-governmental organizations (NGOs) enhanced their service delivery capacity and
sustainability

Other Program Elements: None to report.

Other Donors: The simultaneous goals of creating a free market and a democratic polity out of State
sacialism remain monumental, requiring financial support and sustained, strategic technical assistance.
Over the past decade, USAID’s programs have not represented big money in Romania. The Waorld Bank,
the EU and the International Financial Institutions (IFls) do. But USAID has provided highly valued
technical assistance and continues to leverage funding from international donors in areas ranging from
labor redeployment programs to assistance to rural farmers.
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USAID works closely with the EU, the World Bank (WB) and other bilateral donors to better ensure that
programs that it supports are sustainable. During FY 2002, the World Bank pledged $1.5 billion in
assistance to Romania over a five-year period and the EU has committed over $600 million per annum to
support overall reform and pre-accession requirements.

USAID/Romania activities in support of accelerated private sector growth and improved democratic
governance work in conjunction with a variety of international donor organizations, such as the WB,
European Bank for Raeconstruction and Development (EBRD), and EU. Total assistance levels are
significant, but the Romanian experience has shown an inability to effectively absorb some donor funds.
In this context, donor coordination is critical to achieving results in the private sector strategy.

Coordination with other donars in child welfare and women's reproductive health is critical to achieving
the results laid out in USAID's social sector strategy, and USAID has taken a leadership role in focusing
donors on common goals on several fronts. This is especially true in child welfare, where the donors’ joint
efforts fostered an accelerated reform agenda. The lead donors in this sector are unified in their approach
and include the EU, United Nations International Emergency Children's Fund, WB, USAID and the United
Kingdom's assistance entity (DFID).

Improved coordination and leveraging between our program activities with those of other donors has
already translated into {angible impact and results. For instance, during FY 2002, USAID activities that
support economic growth leveraged more than $100 million in additional funding from the international
donor community.
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Romania
PROGRAM SUMMARY

(in thousands of dollars)

FY 2001 FY 2002 FY 2003 FY 2004

Accounts Actual Actual Prior Request Request
Asst. for E. Europe and the Baltic States 38,414 36,000 29,000 28,000
Total Program Funds 38,414 38,000 29,000 28,000

STRATEGIC OBJECTIVE SUMMARY
186-0130 Expanding the Market-Driven Private Sector

AEEB | 10,054 15,355 11,650] 10,000
186-0140 Financial Sector

AEEB t 2,115 0} 0] 0
186-0150 Energy

AEEB | 1,185) 0| 0] 0
186-0160 Environment )

AEEB ] 1,427| of of 0
186-0210 Improved Local Governance

AEEB ] 3,346] 0] of 0
186-0230 Improved Local Democratic Governance

AEEB | 2,715 9,163 7,500| 9,500
186-0320 Sustainability of Social Benefits & Services

AEEB | 8,267| 0} o} 0
186-0340 Child We'fare and Women's Health Care Reform

AEEB | 0f 6,874] 7,050| 5,700
186-0420 Cross-Cutting Programs

AEEB | 6.275| 8| 0| 0
TRANSFER

AEEB | 3,030] 4,600| 2,800| 2,800

Mission Director,
Denny Robenson
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Data Sheet

USAID Mission: Romania
Program Title: Expanding the Market-Driven Private Sector
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 186-0130
Status: Continuing
Proposed FY 2003 Obligation: $11,650,000 AEEB
Prior Year Unobligated: $3,183,000 AEEB
Proposed FY 2004 Obligation: $10,000,000 AEEB
Year of Initial Obligation: FY2002
Estimated Completion Date: FY2007

Summary: This Private Sector program works with financiai and capital markets, small and medium
enterprises (SMEs), agribusiness, energy, and the environment. USAID 1) improves policies, jaws and
regulations supporting market expansion; 2) strengthens private business associations, NGOs, and
government institutions to make small businesses more compelitive and increase their exports; and 2)
transfers State assets to private ownership more rapidly.

Inputs, Outputs, Activities:

FY 2003 Program:

Reform financial and capital markets ($1,650,000 AEEB). USAID will continue technical expertise to
RASDAQ (Romania's NASDAQ) to assist with the suspension of failing companies and increase
investors’ confidence in the exchange. The program will improve legislation covering investor protection,
providing for better enforcement by the securities' regulator. It will develop new products, such as
mortgages and municipal bonds for the Bucharest Stock Exchange. increased transparency for all market
participants will lead to better corporate governance practices and greater investor confidence. Emphasis
will be placed on the capital markets regulatory authority and stock exchanges to address anti-corruption,
anti-money laundering and financial disclosure issues, thereby achieving broad impact across thousands
of local and international shareholders and stimulating inward investment owing to increased confidence
in Romania. Principal contractors/grantees are: Deloitte, Touche, and Tohmatsu; U.S. Department of
Justice; U.S. Treasury; and International Executive Service Corps (primes}.

Support micro, small and medium enterprises (MSMEs) (34,220,000 AEEB). Technical assistance will
streamline MSME procedures, reduce tax burdens, and empower local governments to regulaie MSME
business registration and licensing. Workshops will be provided on MSME policies, strategic
management, and public relations. Small businesses, which have a comparative advantage in
international markets, will be helped to increase exports. Loans in under-served areas will be increased
by replicating successful micro-tending activities in new regions. USAID will use the Development Credit
Authoerity mechanism to attract financial resources for MSMES. Through small business grants, USAID will
support about sixty local governmental entities and NGOs in implementing economic development
programs. Principal cantractors/grantees are; Cooperative Housing Foundation, Center for Intermational
Frivate Enterprise, Internews, Academy for Educational Development, Romanian-American Enterprise
Fund, Shorebank, Warld Council of Credit Unions, and Peace Corps (primes).

Reform agriculture and agribusiness ($2,850,000 AEEB). USAID will rehabilitate irrigation systems and
develop business associations. The activities will involve technology transfers, initiation of commercial
agribusiness clusters, development of service centers to lead export development, training, marketing and
financing. FY 2003 targets include increasing irrigated land managed by Water Users' Associations by
110,000 hectares so that more Sfate-owned equipment can be transferred to the private associations.
Principal contractors/grantees are; PA Consulting, Center for Internationa!l Cooperation, Israel, and U.S.
Department of Agriculture (primes); lowa State and Auburn Universities (subs).
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Reform energy production and distribution ($1,650,000 AEEB). USAID assistance will strengthen the
energy regulatory agencies. It will include drafting reform legislation for the sector. The program will lead
to the improvement of the application of free-market rules and will promote competition. USAID will help
privatize energy companies. Energy efficiency projects will be financed under Development Credit
Authority. Principal contractors/grantees are: U.S. Energy Agency, Hunton & Williams, and National
Association of Regulatory Commissions (primes) and the Maine Utility Commission {(sub).

Improve environmental management (31,280,000 AEEB). USAID will assist environmental authorities to
address water management and poliution problems. Assistance will reduce nitrogen and phosphorus
discharges into the Danube. USAID will support the development of norms for nitrate pollution,
introduction of ecological management systems, and local capacity to monitor soil and water quality.
USAID also will help enforce environmental laws and prepare for the privatization of water and waste
services. Principal contractors/grantees are: Chemonics and Development Alternatives Inc (primes).

FY 2004 Program:

Reform financial and capital markets ($1,400,000 AEEB). USAID activities will foster international best
practices and capital expansion to strengthen markets. This will continue to stlmuiate growth in the
housing, construction, SME and agri-business sectors.

Support MSMESs ($4,650,000 AEEB). Assistance will address issues such as inspections, audits, and tax
procedures and help design a system for resoilving commercial conflicts. Also, micro-lending NGOs wilt be
established in new regions, and commercial banks will be encouraged to lend to MSMEs. USAID will
continue to work to energize the information technology sector by improving the regulatory framework,
strengthening the capacity of the regulatory agency and government and NGOs to use the sector's
resources, and expanding public access to the sector's services across Romania.

Reform agriculture and agribusiness ($1,380,000 AEEB). USAID will provide for export policy reform and
analyze standards for food quality and sanitation. Other activities will focus on assistance to promote new
credit models and improve the export capability and competitiveness of Romanian agri-businesses.
USAID will continue to develop new water users associations to facilitate transfer of State-owned
irrigation systems to private associations.

Reform energy production and distribution ($1,340,000 AEEB). USAID will continue to support the
transfer of State-owned power assets to private ownership with the aim of improving the business
environment for private investors. USAID also will continue support for local energy efficiency projects.

Improve environmental management ($1,230,000 AEEB). USAID's assistance wili support environmental
enforcement to facllitate EU accession. Particular attention will be paid to environmental liability and
increased private participation in the sector.

Performance and Results: Over the past year, the RASDAQ was revitalized; 1,300 poor companies
were removed from the list and market indices doubled, demonstrating increased investor confidence.
Supervision standards of the National Bank of Romania, the country's central bank, reached international
standards. Nine municipalities issued bonds totaling $4.14 million, and government bond interest rates
dropped from 40% to 15.4%. Nine million dollars in new micro-loans produced about 2,250 new jobs.
Twenty new waler users associations (WUAs) were formed, facilitating transfer of State-owned equipment
to private associations and bringing another 120,000 hectares of irrigated land under improved private
management. The energy regulatory agencies were taken off the State budget, sustaining work through
the charging of fees. The GOR secured a $46 million loan guaranteed by the EXIM Bank, based upon a
USAID feasibility study for flood and accidental pollution prevention. Finally, assistance to the Ministry
of Finance ted to a commitment to use $240 million of EU funding for water and wastewater projects. By
the completion of this program, MSMEs will employ aver half the labor force, three quarters of GDP will
be generated by private companies, the regulation of the banks and capital markets will meet internationat
standards, one quarter of the energy sector will be private, and the agricultural sector will have a positive
trade balance.
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US Financing in Thousands of Dollars

Romania
186-0130 Expanding the Market-Driven Private AEEB DA ESE
Sector
Througp September 30, 2001
Obligations 103,018 3,281 1,285
Expenditures 96,200 3,281 1,295
Unliquidated 6,816 0 0
Fiscal Year 2002
Cbligations 12,556 0 (1]
Expenditures 7,860 0 0
Throuﬁgh September 30, 2002
Obligations 115,572 3,281 1,295
Expenditures 104,060 3,281 1,295
Unliquidated 11,512 0 0
Prior Year Unobligated Funds
Obligations 3,183 0 0
Planned Fiscal Year 2003 NOA
Obligations 11,650 0 0
Total Planned Fiscal Year 2003
Obligations 14,833 0 0
Proposed Fiscal Year 2004 NOA
Obligations 10,000 0 0
Future Obligations 0 0 0
Est. Total Cost 140,405 3,281 1,295
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Data Sheet

USAID Mission: Romania
Program Title: improved Local Demacratic Governance
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 186-0230
Status: Continuing
Proposed FY 2003 Obligation: $7,500,000 AEEB
Prior Year Unobligated: 50
Proposed FY 2004 Obligation: $9,500,000 AEEB
Year of Initial Obligation: FY2002
Estimated Complation Date: FY2007

Summary: The local democratic govemnance program provides technical assistance and training focused
on three major areas, including strengthening local government management and citizen participation,
increasing local palitical party organizations' responsiveness to grassroots initiatives, and strengthening
the efficiency of lower level courts. The objectives of this program are. 1) to improve local governments’
service delivery, financial management and fiscal capacity, policy-making process, transparency, and
responsiveness to citizens' needs; 2) to strengthen civil society organizations (CSOs) capacity to
influence and monitor local government performance; 3) to facilitate legislative changes needed to further
decentralization; 4) to promote effective participation of citizens in palitics and increase the accountabiiity
of local politicians; and 5) to increase the capacity of lower courts to strengthen property rights. Sub-
grants also will be made to support innovative local development projects.

Inputs, Outputs, Activities:

FY 2003 Program:

Strengthen local government management and citizen participation ($6,240,000 AEEB). Through the
Governance Reform and Sustainable Partnerships {GRASP) program, USAID will assist 60 county,
municipality, and town governments. Building on previous programs, USAID will support adequately
funded, service-oriented local governments by focusing on 1} participatory palicy-making, 2) quality and
cost-effeciive service delivery, and 3) capacity to address citizens’ needs. The program will engage
communilies in advocacy and problem-salving and will establish links between communities and their
governments through service delivary NGOs. The oversight functions of CSOs (especially civic NGOs,
social welfare groups, and professional and business associations) will be strengthened by improving
their capacity to absorb accountability assistance from local public institutions. Principal
contractors/grantees are: Development Alternatives Incorporated (prime) and Academy for Educational
Development (sub).

Increase local political organizations' responsiveness to community initiatives ($800,000 AEEB). Through
the Cpening Palitics by Acting Locally (OPAL} program, USAID will work in eight countigs, including the
capital city Bucharest. Thirty branches of the six main democratic political parties will be assisted to help
them engage CSOs in activities that will increase local participation in political reform. Reform
opportunities include candidate selection procedures, constituent services, party platforms that are
responsive to local needs, constituency outreach strategies, and programs for marginalized social groups
(like the Roma). Principal contractors/grantees are: the International Republican Institute and National
Democratic Institute (primes), '

Strengthen the efficiency of the judiciary ($460,000 AEEB). USAID will complete pilot court administration
reform activities. While assistance areas are still under discussion, USAID anticipates an anti-corruption
focus that will inciude ethics training for judges. Assistance on overal! judicial reforms will continue based
on targets of opportunity. Principal contractor/grantee is: American Bar Association/Central European
and Eurasian Law Initiative (ABA/CEEL!) {prime)}. :
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FY 2004 Program:

Strengthen local government management and citizen participation ($8,250,000 AEEB). The GRASP
program will spread to 60 more local government units, while completing assistance to the first 60 of such
units. USAID will provide sub-grants to suppert innovative ideas addressing local development. Funds
may be provided to existing local initiatives that can be expanded nationally, as well as to cutting-edge
proposals that pilot new approaches to identify and resolve local issues.

Increase local political organizations’ responsiveness to grassroots initiatives ($780,000 AEEB). The
OPAL program will focus on elections preparation, with an emphasis on building the expertise of women
and youth to serve as candidates and campaign officials. Assistance to civic groups will help with
watchdog and advocacy activities during elections, such as organizing candidate debates and monitoring
campaign financing.

Strengthen the efficiency of the judiciary ($470,000 AEEB). USAID assistance to the judiciary that has an
anti-corruption focus will be continued. Assistance on judicial reforms will be maintained based on targets
of opportunity.

Performance and Results: Over the past year, USAID can report a number of achievements, including
the following:

1) The Federation of Local Authorities, founded with USAID assistance in 2001, successfully lobbied
improvements in the 1998 Law on Public Finance.

2) More than 40 community improvement activities were completed, including financing investment
projects through the issuance of local public debt in five municipalities and setting up economic
development advisory boards in three communities.

3} Resuilts from 21 USAID sub-grants included two youth community centers, two volunteer centers, 12
new community-based child welfare and health initiatives, and anti-trafficking prevention and protection
services. Five hundred volunteers participated in community projects, and over 700 citizens atiended
community planning meetings. The 21 partnerships resulting from these sub-grants leveraged $2.6 million
in additional funding. _

4) Twenty government agencies and 37 counties undertook participatory planning processes to identify
community needs and plan projects.

5) Two of three labor resource centers, established with USAID assistance, have become independent,
self-sustaining NGOs.

6) The pilot court modernization project has resulted in alphabetical case assignment, revision of forms
used in the courts, creation of permanent judge-clerk teams for each case, and improved collection of
court fees.

By 2007, USAID expects a number of additional achievements. One, the quality of public services will
improve significantly, while costs will be reduced. Two, local governments will increase their generation
and retention of own-source revenues. Three, CS0Os will effectively monitor and influence the
performance of local public officials. Four and last, locally-based organizations will establish partnerships
with local authorities to deliver services that better respond to citizens' needs.
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US Financing in Thousands of Dollars

Romania
186-0230 Local Governance AEEB
Through September 30, 2001
Obligations 17,136
Expenditures 14,664
Unliquidated 2472
Fiscal Year 2002
Obligations 9,004
Expenditures 3,075
Through September 30, 2002
Obligations 26,140
Expenditures 17,739
Unliquidated 8,401
Prior Year Unobligated Funds
Obiligations 0
Planned Fiscal Year 2003 NOA
Obligations 7,500
Total Planned Fiscal Year 2003
Obligations 7,500
Proposed Fiscal Year 2004 NOA
Obligations 9,500
Future Obligations 0

43,140

Est. Total Cost
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Data Sheet

USAID Mission: Romania
Program Title: Child Welfare and Women's Health Care Reform
Pillar: Global Health
Strategic Objective: 186-0340
Status: Continuing
Proposed FY 2003 Obligation: $7,050,000 AEEB
Prior Year Uncbligated: $289,000 AEEB
Proposed FY 2004 Obligation: $5,700,000 AEEB
Year of Initial Obligation: FY2002
Estimated Compietion Data: FY2006

Summary: USAID wilt continue technical assistance, training and smail grants in three areas, including
child welfare, health care, and infectious diseases. These programs will 1) improve the policies, legislation
and standards for soclal services, in areas such as family planning, foster care, and life skills; 2) improve
the mobilization and use of resources so that expensive institutional care can be replaced by cost-
effective community services; 3) ensure citizens' access to higher quality services; and 4) educate the
public about its health care role, rights, and responsibilities.

inputs, Outputs, Activities:

FY 2003 Program:

Reform the child welfare system ($3,940,000 AEEB). USAID will fund 20 grants to NGOs who will form
partnerships with local child welfare departments to create alternative community services for disabled
children and young persons leaving State-run dormitory institutions. These services will discourage the
entry of new children into State institutions and encourage the reintegration of institutionalized children
into their families and communities. Technical assistance and management training will be provided to 45
existing NGO grantees and 20 new ones to build a strong cadre of child welfare NGOs around the
country. Workshops will be organized for stakeholders to draft, sanction and support the legislation of
standards for 14 alternative community welfare services. Technical assistance will be continued to the
National Authority for Child Protection for its management information system that documents and tracks
children receiving both State and alternative community services. The resulting systemic improvements
will increase transparency, allow more accurate planning, and facilitate quality care for the children. All
activities are undertaken by local and national public-private partnerships. Principal contractors/grantees
are: World Learning and U.S. Department of Health and Human Services (primes) and Pentru Copiii
Nostri, Bethany Christian Services, and World Vision {subs).

Increase the use of reproductive health (RH) services {$2,460,000 AEEB). USAID will partner with the
Ministry of Health to improve access to and quality of reproductive health services in all counties. USAID
will provide 1) technical assistance and tfraining to develop and impiement improved procedures
(protocols) for pre- and post-natal care and Sexually Transmitted Infections (STIs) and 2) screening for
breast/cervical cancer. Model programs for the Roma community, youth, breast and cervical cancer,
domestic violence, and STls will be expanded. Four public information campaigns for unwanted
pregnancy and early detection of breast cancer will be conducted. The realignment of health resources to
primary care services will continue; all hospitals will prepare for cast-containment through a market-based
financing system that has been successfully piloted. Principal contractors/grantees are: John Snow
International Research and Training and U.S. Department of Heaith and Human Services (primes);
Societatea de Educatie Contraceptiva si Sexuala, Asociatia Romana anti-SIDA, Population Services
International, and Youth for Youth Foundation (subs).

Reduce incidence of infectious diseases ($650,000 AEEB). Social marketing of condoms and other

outreach activities to high risk groups will continue. Special campaigns to prevent transmission of
HIV/AIDS, including mother-te child transmission, will be organized. Screening of institutionalized chitdren
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for HIV will be done with testing supplies donated by Abbott Laboratories, with confirmation testing by the
Ministry of Health. Training will be given to about 500 adolescents infected with HIV/AIDS to reduce
vertical transmission among those infected with HIV/AIDS. Improvements to the procurement and
distribution system for Tubercutosis and HIV/AIDS drugs will continue, Principal contractors/grantees are:
John Snow International Research and Training and Management Services for Health (primes});
Societatea de Educatie Contraceptiva si Sexuala, Asociatia Romana anti-SIDA, Population Services
international, and Youth for Youth Foundation (subs).

FY 2004 Program;

Reform the child welfare system ($3,495,000 AEEB). USAID will fund additional grants and provide
technical assistance and training for NGO grantees and national and local government officials with the
aim of developing standards and regulations to improve guality services and enhance NGO capacity. The
worst of the State-run dormitory institutions that remain open will be closed using technical assistance to
help local authorities implement alternative community services, based on the best models that will have
been selected and designed in 2003. Local governments will receive technical assistance in establishing
new social service institutions mandated by legislation passed in 2003.

Increase the use of RH services ($1,805,000 AEEB). Work will be concentrated on ensuring coherence
of legisiation, impiementation of alternate mechanisms to pay for RH services, and enhancement of
previously initiated RH services such as a safe motherhood.

Reduce the incidence of infectious diseases ($400,000 AEEB). USAID will continue assistance to reduce
the incidence of infectious diseases. Programs to prevent STls will be enhanced. HIV/AIDS prevention
programs for high risk populations will continue.

Performance and Results: USAID assistance during the past year contributed to 2 number of results,
including:

1} an overall decline in the use of large institutional dormitories to house children; In the year ending
June 2002, the number of children in such institutions declined by 8,000 (17%) to just under 40,000,
Forty-nine {49%) of the worst dormitories were closed.

2) the development of alternative community service models for day care, maternal care, emergency
assistance and foster care and the training of more than 165 mayors, newly responsible for child welfare,
and 120 rural social workers, who have developed practical social service plans for their communities;

3) the creation of a professionai organization for social workers, which has been recognized by the
international social service community;

4) the shaping of new child welfare !egislation through the USAID-assisted federation of NGOs,

5) the creation of 670 primary care clinics providing expanded RH services;

6) the increased mormentum of training, new services, and free contraceptives together which has
stimulated the Ministry of Health to request the expansion of RH training to all 41 counties;

7) a breast cancer initiative with several local NGOs, which also have worked together for AIDS
prevention campaigns and prevention of STls and unintended pregnancy;

8) programs for hard-to-reach populations, including Roma, and those at risk for HIV/AIDS transmission;
8) the pilot for a market-based financing system for health services, which the GOR has requested be
extended to all hospitals as scon as possible.

By 2007, USAID expects that the worst third of the state-run dormitories for abandoned children will be
ctosed and that two-thirds of the children in alternative care settings will be receiving certified quality care.
Also, all hospitals will be using a market-based reimbursement system, and health care resources will be
moved to lower cost, more effective facilities.
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US Financing in Thousands of Dollars

Romanla

186-0340 Child Welfare and Women's Health
AEEB

Care Reform
Through September 30, 2001
Chbligations 0
Expenditures 0
Unliquidated 0
Fiscal Year 2002
Obligations 6,585
Expenditures 789
Through September 30, 2002
Obligations 6,585
Expenditures 789
Unliquidated 5,796
Prior Year Unobligated Funds
Obligations 289
Planned Fiscal Year 2003 NOA
Obligations 7,050
Total Planned Fiscal Year 2003
Obligations 7,339
Proposed Fiscal Year 2004 NOA
Obligations 5,700
Future Obligations 0
Est. Total Cost 19,624
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Serbia

The Development Challenge: In some respects, FY 2002 saw a consolidation of the gains made by
democratic authorities in the state union of Serbia and Montenegro and in its two constituent repubtics.
While political and economic reforms continued in numerous areas, political infighting between Serbia's
ruling Democratic Opposition of Serbia Coalition (DOS — led by Serbian Premier Zoran Djindjic) and the
Democratic Party of Serbia {DSS -- led by Vojislav Kostunica) intensified throughout the period and
placed ongoing reforms at risk.

Serbia continued to make significant progress on an ambitious economic reform program in 2002, but the
economy remains weak and vulnerable to reform delays and external shocks. Per capita GDP remains
less than half of the 1989 level, unemployment is near 30 percent, trade deficits are growing and
industrial production has only recently begun to improve. The economy is expected to grow by four
percent in 2002. Serbia and Montenegro will need to register stronger GDP growth over the next several
years in order to meet domestic and external obligations.

The key economic achievement of 2002 was strengthening basic macroeconomic stability. Continued

tight fiscal and monetary policy succeeded in further reducing inflation in Serbia from 38 percent in 2001

to an expected 15.5 percent for 2002. During this period, the National Bank of Yugoslavia (now renamed -
the National Bank of Serbia) was able to keep the exchange rate of the Dinar virtually fixed against the

Euro, providing citizens with a welcome measure of stability following years of hyper-inflation. The

benefits for average citizens of lower inflation and a stable currency, however, have largely been offset by

the burden of higher costs for utilities and other basic goods following price liberalization. Progress on

economic reforms was hampered during the year by disputes and uncertainties in the political

environment.

Economic reform is at a critical juncture of moving from macro-economic stabilization to addressing the
micro-economic deficiencies typical of a transition economy. Fragile economic gains are heavily
dependent on continued donor support, uncertain privatization revenues, as well as a palitical and social
environment supportive of continued fiscal discipline and significant recovery of productive and expart
capacity. High public expectations for a quick economic turnaround following the Fall 2000 ouster of
Mitosevic and removal of international sanctions were not met, and increasing demands for wage
increases and more attention to the social costs of transition are putting heavy pressure on already
overextended budgets.

The key challenges ahead are preservation and consolidation of macro-economic gains through fiscal
discipline and prudent monetary policy, and accelerated reform of the real sector {o increase industrial
output and employment. Large, socially-owned enterprises must be restructured and privatized or closed.
Further bank restructuring and regulatory strengthening is needed to increase public confidence and get
credit flowing. Institutional strengthening is needed to give ministries the capacity and personnel to
ensure effective implementation of numerous new laws and regulations. Legal and judicial reform is
needed to create a transparent and predictable environment conducive to new business growth.

The USAID Program: The Administration will use $110 million in FY 2003 AEEB funds to support the
program in Serbia, not including the UN-administered Province of Kosovo--which is addressed separately
in the Congressionat Budget Justification. Activities, summarized below, will be carried out through three
Strategic Objectives rather than the four used in the Serbia program in FY 2002. USAID’s Office of
Transition initiatives has closed out its resources and many of its programs are now supported through
the Community Revitalization through Democratic Action (CRDA) program. In addition, P.L. 480
resources will continue to address the humanitarian assistance needs of refugees, internally displaced
persons, and vulnerable groups such as pensioners, persons with disabilities, and children in institutions.

USAID will continue to support the participation of citizens in political and economic decision making

during FY 2004. USAID will expand the number of communities with committees that promote inter-
ethnic decision making on local infrastructure and economic projects. A new rule-of-law program is
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envisioned that will provide additional underpinning to supporting human rights, political reform, fair laws,
and judicial reform. Assistance will continue to increase the openness and manageriai capacity of local
government personnel and systems. Political sector development will help ensure open, free and fair
elections, and to increase transparency, accountability and effective legislative and public administration.
Efforts to grow and improve civil society organizations devoted to human rights, peaceful civic action, and
a free and democratic labor movement will be funded. Support to improve the sustainability and content
of objective, independent media will continue as will the media small grants program. Under cross-cutting
initiatives, funding will support program development, evaluations, and audits.

In addition to the resources requested in the Program Data Sheets, the mission manages the Heaith and
Popuiation Women Wellness program through its CRDA grantees. This activity has begun with an
education and information campaign at the community level to help identify specific interventions through
CRDA in famity planning and women'’s health.

Other Program Elements: USAID will work in conjunction with U.S, Treasury advisors to advance the
poiicy and economic framework for sustainable economic growth and the emergence of a viable private
sector. The Department of Treasury advisors will complement USAID’s economic reform program and
focus on financial crime investigation, tax implementation, budget and banking reforms. The Department
of State will support Public Diplomacy and similar high priority programs, such as palicy reform and
training. USDA will continue activities in agricultural policy reform and regulatory assistance. Department
of Commerce and U.S. Trade and Developement Agency programs aimed at commercial law and trade
development will be funded through the AEEB regional budget. The Department of State will also provide
AEEB regional funds to the Bureau for International Narcotics and Law Enforcement (INL) to provide
police training, law enforcement assistance, and anti-trafficking support in Serbia.

Other Donors: USAID will work with the Governments of the Republic of Serbia and the Government of
the newly established state union of Serbia and Montenegro, to coordinate support with the World Bank,
the International Monetary Fund and other international financial institutions to identify areas of structural
reform where U.S. Government resources can be best utilized and leveraged. Prior to Serbia and
Montenegro's movement toward a transparent democracy, donor support consisted mainiy of
humanitarian assistance through the United Nations (UN} system. Since then, virtually the entire
international community has undertaken steps to establish programs. The European Union's (EU)
European Agency for Reconstruction (EAR) and Eurcpean governments were the first to respond to new
opportunities in Serbia and Mentenegro. It is anticipated that the EU's 180 million EUROC emergency
program, which includes fuel and schools for democracy programs, will be fully disbursed by the spring or
early summer. EAR's 143 million EURO 2001 program will support energy (spare parts, generation and
distribution), agricuiture (fertilized, animal feed and technical assistance), private enterprise (small and
medium enterprise training and credit), health (pharmaceuticals and monitoring) and policy (advice on
legal reform and World Trade Organization accession). Canada and Japan also have provided
assistance. The Federal Republic of Yugoslavia, now reconstituted as Serbia and Montenegro, has
rejoined the International Monetary Fund. The European Bank for Reconstruction and Development
(EBRD) is preparing its investment plans and recently opened a new Micro Finance Bank. The economic
assistance program of the United States should drop from second to about the fourth fargest in dollar
terms once the programs of European and international finance institutions get underway.
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Serbia
PROGRAM SUMMARY
(In thousands of doliars)
FY 2001 FY 2002 FY 2003 FY 2004
Accounts Actual Actusl Prior Raquest Request
Asst. for E. Europe and the Baltic States 53,178 105,000 110,000 95,000
Supplemental - AEEB 43,604 0 0 0
PL 480 Titie Il 33,678 1,738 0 0
Total Program Funds 133,788 108,738 110,000 95,000}
STRATEGIC OBJECTIVE SUMMARY

168-0130 Economic Reform, Restructuring and Policy

AEEB 7,750] 15,500] 27,000} 17,000
169-0200 Damocracy and Governance

AEEB | o] of 11,5001 15,000
168-0210 Civil Society and Local Governanca

AEEB | 32,135} 52,452| 51,748 45,000
169-0230 Local Government

AEES | 8,000] | 0] 0
169-0310 Humanitarian Assistance '

AEEB | 10,450] ol o} 0
169-0410 Special initiatives

AEEB | 30,890{ 4,900| 0| 0
169-0420 Croas-Cutting Programa

AEEB | 1,000} 2,818} 3,000} 3,000
TRANSFER |

AEE8 . | 9,555] 29 440} 16,751] 15,000]

S0 165-0130 includes $4,750 of FY 2001 Supplemental - AEEB.
SO 189-0210 includes $10,584 of FY 2001 Suppiemeantal - AEEB.
S0 1685-0230 includes $8.000 of FY 2001 Supplemental - AEEB.
SO 1689-0410 inciudes $15,000 of FY 2001 Supplemental - AEEB.
TRANSFER includes $5,270 of FY 2001 Supplemental - AEEB.
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Data Sheet

USAID Mission: Serbia
Program Title: Economic Reform, Restructuring and Policy
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 169-0130
Status: Continuing
Proposed FY 2003 Obligation: $27,000,000 AEEB
Prior Year Unobligated: $3,000,000 AEEB
Proposed FY 2004 Obligation: $17,000,000 AEEB
Year of Initial Obligation: 2001
Estimated Compietion Date: : 2006

Summary: The USAID Economic Reform and Restructuring program in the Republic of Serbia delivers
technical assistance in three principal areas: Market Stabilization, Restructuring, and Market Integration

Inputs, Outputs, Activities:

FY 2003 Program:

USAID's approach to accelerate the growth of private enterprise by creating a competitive and efficient
free-market economy contained four elements: market stabilization, restructuring, market integration, and
policy reform.

Market stabilization ($4,000,000 AEEB) has focused principally on the banking, financial and fiscal
systems, enterprise development and judicial support. Bank reform efforts have included support in the
adoption of risk-based examination procedures in both on-site and off-site supervision and the system-
wide introduction of international accounting standards. USAID's real-sector activities comprise a micro-
enterprise financing initiative that has booked nearly 400 hundred loans with a total value approaching
$650,000, and a competitive initiative which seeks to identify and promote key industries and sectors for
growth. Implementing partners are Bearing Paint, IBM Consuiting.

Restructuring ($22,219,977 AEEB) has involved the transfer of state-owned assets to the private secior,
institution building and reform, and pension system restructuring necessary to ensure open and regulated
markets. Restructuring also involves legislative, regulatory and judicial reform necessary to ensure open,
fair and reguiated markets. USAID is also considering expanding small and medium enterprise
development through financial intermediation by targeting mortgage, construction, trade finance, and
other practical alternatives. Implementing partners are Bearing Point, IBM Consulting, Opportunity
International, Stewart international Partners for the social reform; non-bank restructuring and enterprise
development implementers will be setected. A partner for the pension reform will be selected in 2003.

Market integration ($780,023 AEEB) has been oriented toward both the regional and global levels to
recover from a decade of international sanctions and trade isolation. In preparing Serbia and Montenegro
for WTO membership, IBM advisors will simultaneously lay the cornerstones for accession to the
European Unicn. Implementing partner is IBM Consulting.

USAID, in conjunction with the U.S. Department of Treasury, will continue to promote reform in macro-
economic areas associated with debt management, budgeting and fiscal reform. USAID has supported
the Ministry of Economy and Privatization in selling or liquidating four dozen state companies. Initial
assistance focused on creating the Restructuring Law and implementing decrees affecting 48 state
companies, including the state behemoths: Zastava (Yugo cars) and Sartid steelworks.

FY 2004 Program:

USAID's primary focus in 2004 will be on finalizing the Restructuring process and Market integration
activities to help move Serbia and Montenegro closer to WTO accession.
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Restructuring ($13,485,436 AEEB). The Mission will continue work in transferring state-owned assets to
the private sector, institution building and reform, enterprise development, pension system reform, tax
policy and administrative reform, and financial sector reform -which includes banking sector and
reorganization and restructuring of the National Bank of Serbia, liquidation of the largest Serbian banks
and selling of the state-owned bank. Prime Contractor: Bering Point and others TBD.

Assistance in drafting the body of commercial legislation, ensuring harmonization with European Union
(EV) and international norms ($2,331,037 AEEB) continues in FY 2004. Promoting the role of the
Parliament, long-divorced under the Milosevic regime from the legislative process, is a key objective.
Commercial law support ($1,000,000 AEEB), resuiting in better and more fairly adjudicated commercial
cases, is also a priority USAID will promote increased transparency and disclosure that are preconditions
for investment. These activities, and others, are components of USAID's Economic Policy for Economic
Efficiency (EPEE). Prime Contractor IBM Consulting

Market integration ($173,527 AEEB). Reintegration info market networks is the central thrust of USAID's
World Trade Organization (WTO) effort which is seeking re-entry for Serbia and Montenegro into this
international body. The process for preparing Serbia and Montenegro for WTO membership will continue
in FY 2004, with advisors finalizing the foundations for the accession to the European Union.

Performance and Results: Enterprise and banking sector restructuring are proceeding well. In 2002,
three cement companies were sold, and negotiations advanced with a major U.S. interest which signed
three preliminary contracts that will lead to the purchase of the Sartid Steelworks. The Ministry of
Economy and Privatization accelerated the auction privatization for smaller state-owned companies, and
by year-end 2002 more than 1,000 had been tendered. USAID's Bearing Point advisors led the
restructuring of nearly 50 state companies by drafting the requisite implementing regulations, and creating
the model contracts for auditor negotiations. Restructuring of more than two-thirds of the targst
companies is underway, with USAID moving a complex of 22 holding companies and seven
manufacturing companies into restructuring.

Bearing Point assistance in banking reform has focused upon the National Bank of Serbia, which is
increasing compliance with the Bank for international Settliements’ Basle Core Principles. Bearing Point
was critical in establishing a modern payments system after dismantling the Communist-era payments
bureau and in assisting all licensed banks to adopt international Accounting Standards. Under the Anti-
money-laundering Law, Bearing Point, IBM and the U.S. Department of the Treasury linked host-country
counterparts to create a Federal Commission for the Prevention of Money Laundering which processed
more than 6,000 currency reports and a half-dozen suspicious transactions reports in its first full quarter
of existence. In addition, IBM worked with the Government to found a Public Procurement Office and to
strengthen the Anti-Monopoly Commission.

EPEE's judicial reform activities centered on the commercial courts, where bankruptcy training associated
with bank and enterprise privatization, was a major focus. Though the Commercial Courts are among the
best administered and staffed, many judges are long standing and thus are captive to non-market
oriented philosophies. Reforming long heid beliefs and practices will require sustained training, such as
that delivered under the USAID-assisted Judicial Training Center, USAID has also trained bankruptcy
trustees and receivers who oversee the dismantling of state-owned and private enterprises,
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US Financing in Thousands of Dollars

Est. Total Cost

Serbia
169-0130 Economic Reform, Restructuring and AEEB
Policy
Through_ September 30, 2001
Obligations 6,201
Expenditures 974
Unliguidated 5,227
Fiscal Year 2002
Obligations 14,459
Expenditures 6,715
Through September 30, 2002
Obligations 20,680
Expenditures 7,689
Unliquidated 12,971
Prior Year Unobligated Funds
Obligations 3,000
Planned Fiscal Year 2003 NOA
Cbligations 27,000
Total Planned Fiscal Year 2003
Obligations 30,000
Proposed Flscal Year 2004 NOA
Obligations 17,000
Future Obligations 0
67,660

FY 2002 Obligations include $1.959m of FY 2001 Suppiemental AEEB.
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Data Sheet

USAID Mission: Serbia
Program Titla: Democracy and Governance
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 169-0200
Status: New
Propased FY 2003 Obligation: $11,500,000 AEEB
Prior Year Unobligated: $0
Proposed FY 2004 Obligation: $15,000,000 AEEB
Year of Initial Obligation: 2003
Estimated Complation Date: 2006

Summary: - USAID's Democratic Transition program promotes more effective, responsive, and
accountable democratic institutions in Serbia through technical assistance, training, and grants designed
to:

- strengthen civil society, media and labor;

- improve political processes, including elections; and

- promote the rule of law.

inputs, Outputs, Activities:

FY 2003 Program:

USAID continues politicai process and election assistance, civil society and labor assistance, independent
media strengthening, and judicial reform/ruie of law activities in FY 2003 under a new Strategic Objective,
169-0200: More Effective, Responsive, and Accountable Democratic institutions.

Civil society, media, and labor support ($7,694,660 AEEB). In FY 2003, USAID will continue to support
civil society crganizations realize programs centered on engaging citizens in the reform process. A key
goal is to move assisted organizations onto a path to self-sustainability through more effective intemal
management, strategic planning, use of technolegy, fundraising, volunteer mobilization, and staff
development. USAID will provide support to Nezavisnost, Serbia’s leading independent trade union, to
develop strategically, to increase women's leadership roles within the organization, and to build bridges to
Serbia's state union to promote broader buy-in into the economic reform process. USAID also continues
to support programs to nurture independent media in Serbia by assisting both print and broadcast outlets
in delivering objective, fact-based reporting and informative programming to the republic’s citizens and to
equip these media organizations to compete in Serbia's emerging media market. The implementers are
Freedom House, the American Center for International Labor Solidarity (ABA/CEEL!), and International
Research and Exchanges Board {IREX).

Politicat process and elections ($3,805,340 AEEB). This program continues to support training for
democratically-oriented party activists and leaders in connecting more effectively with voters and in
governing more responsively once elected. In the period preceding anticipated presidentiat and
parliamentary eiections in 2003, party support will be scaled back in favor of activities such as domestic
monitoring that emphasize a free and fair electoral process far the duration of the immediate pre-election
period through the elections themselves. The implementers are the National Democratic Institute (NDI)
and the International Republican Institute (iR1).

FY 2004 Program: :

Civil Society, labor, and palitical process ($5,827,387 AEEB). In FY 2004, continued funding will further
develop civil society, independent labor unions, independent media and a democratically-oriented political
process through technical assistance, training, grants, and regional and U.S.-based exchanges. By the
end of this program in FY 2005, assistance is expected to result in increased services and organizational
development resources available to NGOs, progress in moving the process of truth and reconciliation
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forward through dialogue and action, increasingly available legal services and support for the victims of
ethnic and other forms of discrimination, and concrete steps taken to help Serbia reintegrate with her
Balkan neighbors through cross-border cooperation. By 2005, the labor support program is expected to
have increased labor buy-in on critical economic reforms. The NOI program will seek to move the Center
for Free Elections and Democracy (CeSID) towards sustainability, while continuing its efforts to make
government and political parties more responsive to citizens through an increasingly specialized program
of training and assistance. IRl also seeks to ensure that by the close of its program, assisted political
parties will be substantially more sophisticated in their knowledge of citizen preferences, and more
responsive in using this information in the policy process. Its organizational partners OTPOR and G17
Plus, like CeSID, are expected to institute sound organizational governance strategies that will help them
sustain their activities into the future. The implementing pariners are Freedom House, ACILS, NDI, and
IRL

Independent media ($4,097,613 AEEB). independent media assistance will continue following the
conclusion of the program implemented by IREX through a competitively selected successor.

Rule of law ($5,000,000 AEEB). The previously funded and obligated program impiemented by
ABA/CEELI ends in December 2003. A design effort will be undertaken in FY 2003 to identify a program
of assistance to Serbia's legal profession andfor courts that will build upon USAID's efforts to date and
continue for an estimated three years. Prospective areas of assistance may include targeted assistance
o specialized courts and agencies, court administration, case fracking, expanded efforts in legal aid,
information technology improvements in selected courts, and/or assistance to professional associations.

Anti-trafficking ($75,000 AEEB). Additional anti-trafficking program grants will be awarded following an
Annual Program Statement the Mission plans to issue by early 2004,

Performance and Results: USAID expects the democratic institutions targeted under this program to
function mare effectively, transparently, and in a more accountable fashion. Given the staie of the
economy and the still-fragile state of democratic governance in Serbia, USAID does not expect targeted
organizations to become dramatically tess reliant on support from international organizations during the
strategy period, nor do we expect a fully consolidated democracy to take root. USAID anticipates that with
occasional reversals, Serbia's democratic transition will continve to advance over the life of this SO.
Anticipated results fo be achieved include: advanced civic diailogue on critical issues, more sustainable
NGO activities, independent labor unions engaged more closely in productive dialogue with government
and business, more capable print and broadcast media, coverage of the Hague trial proceedings to
facilitate truth and reconciliation in Serbia; political parties equipped with strategies to govern more
responsively and effectively, free and fair elections achieved, and a judiciary and legal sector that
functions more independently and professionaily.
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US Financing in Thousands of Dollars

Serbia
169-0200 Democracy and Governance AEEB
Through September 30, 2001
Obligations 0
Expenditures 0
Unliguidated 0
Fiscal Year 2002
Obligations
Expenditures 0
Through September 30, 2002
Obligations 0
Expenditures 0
Unliquidated 0
Prior Year Unobligated Funds
Obligations 0
Planned Fiscal Year 2003 NOA
Obligations 11,500
Total Planned Fiscal Year 2003
Obligations ' 11,500
Proposed Fiscal Year 2004 NOA
Obligations 15,000
Future Obligations 0
Est. Total Cost - 26,500
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Data Sheet

USAID Mission: Serbia
Program Title: Civil Society and Local Governarice
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 169-0210
Status: Continuing
Proposed FY 2003 Obligation: $51,749,000 AEEB
Prior Year Unobligated: %0
Proposed FY 2004 Obligation: $45,000,000 AEEB
Year of Initial Obligation: 2001
Estimated Completion Date: 2006

Summary: The USAID Civil Society and Local Governance Program in Serbia consists of the
Community Revitalization through Democratic Action {(CRDA) Program to revitalize local democracy
through strong citizen participation and the Local Government Initiative {LGI) to strengthen the capacity of
local governments to provide services in a transparent, participatory manner.

inputs, Outputs, Activities:

FY 2003 Program:

Community Revitalization through Democratic Action (CRDA) Program ($45,749,000 AEEB). Begun in
August 2001, CRDA is now active in over 340 communities where broad-based, representative citizens’
committees are actively engaged in making local decisions on community development activities to
improve the quality of their lives. These projects may involve civic participation activities, local small-
scale civil works rehabilitation or construction (such as schools or clinics), income-generating activities
and environmental improvement actions. Socially vulnerable groups, such as refugees, IDPs, and Roma,
are specifically targeted as beneficiaries in many of those projects. Up to 75 percent of the cost of
projects chosen by the participating communities can be financed by the CRDA Program, but in reality
counterpart contributions have actually been running at more than cne-third of project costs, reflecting the
strong support and involvement of the communities. The implementers are: 1) America’'s Development
Foundation (prime), the University of Delaware's FLAG International (sub) and the Internationai Executive
Service Corps (sub), 2} Mercy Corps International (prime), Deloitte, Touche, Tomatsu (sub);, 3)
International Retief and Development, Inc. (prime), the United Methodist Committee On Relief (UMCOR)
(sub), Camp, Dresser, McKee International (sub), 4) ACDI'VOCA (prime), Overseas Strategic
Consulting, Ltd (sub); and 5} CHF, (prime).

Local Government Initiative (LGI) ($6,000,000 AEEB). During the four year life of program, LGl will
provide 50 municipalities with extensive training and technical assistance in the areas of financial
management, municipal services and utility management and information management to help municipal
governments become more efficient, responsive and accountable. The program is working to improve
iocal government customer focus and responsiveness, increase citizen and civil society organization,
involvement and access to local government, improve legal and financial sustainability, and increase local
government influence at the national level. In the first year, 19 municipalities were provided with technical
assistance, training and information technologies to improve their management capacities. The program
will be expanded to 13 additional local governments in FY 2003.

At the national level, the LGl is providing technical assistance to the Government of the Republic of
Serbia in drafting and implementing policy reforms that will decentralize many government responsibilities
and decision-making to the local level. The implementers are Development Alternatives, Inc. (prime) and
PADCO (sub). They are assisted by a number of pariners including: the Open Society Institute, IGE
Consulting Limited, the Center for Community Organizing, the Vitosha Research and Center for the Study
of Democracy, Rutgers University, and Strategic Marketing and Media Research Institute.
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FY 2004 Program:

Community Revitalization through Democratic Action {CRDA) Program ($43,000,000 AEEB). In FY 2004,
it is anticipated that the CRDA Program will again initiate approximately 1,000 new projects in
participating communities and that the program wili be active in close to 400 communities and 80
municipalities. An increased number of the CRDA activities will be cluster projects involving collaboration
between several communities, often of different ethnic compaosition. The implementers will be the same
as in FY 2003.

Local Government initiative (LG!) (2,000,000 AEEB). 1.G! will expand its capacity-building activities to
an additional 17 local governments to reach the program-planned goal of 50 municipalities. Staff from the
municipalities who had received training in the early phases of the program will be used as mentors to
staff in the local governments added in the later phases of the program. The implementers and partners
will be the same as in FY 2003.

Performance and Results: By the end of this program, we expect that Serbia will have a highly
decentralized government structure relying heavily on participatory, transparent and accountable local
govemments to provide basic services and infrastructure. Paralleling the revitalized local governments
will be a strong, well-organized civil society that will demand transparency and accountability from its local
leaders and that will be actively involved in local development projects. While ethnic and religious
cleavages may remain, there will be a greater degree of mutual trust and respect among these groups.

CRDA, a five-year citizen participation program, was initiated in Serbia in FY 2001. Within one year of its
commencemsnt, it was working in 324 communities in 73 municipalities. Of the 870 projects that were
started during the initial twelve month period, over 700 were completed by the end of FY 2002.
Approximately an additional 1,000 projects are planned for the second year and many are already being
implemented. It is estimated that the direct beneficiaries from the CRDA projects initiated in the first year
total approximately 2,000,000 pecple. The strong involvement and support of the communities for CRDA
activities is demonstrated by the fact that over one-third of the funding for project costs has come from
non-USAID sources. Beneficiaries indicate that the most important aspects of the CRDA Program have
been its willingness to let the community select and implernent its own priorittes and its ability to bring
people together to work cooperatively towards improving their living conditions. Local government
leaders have come to embrace the notion of citizen participation and in most municipalities are allocating
their own meager resources to help provide the local matching contribution.

In its first year of operation, the Serbia local government program has conducted 129 training sessions for
municipal officials in such topics as financial management, public works and utility management, citizen
participation and policy reform. This training was provided to more than 3,900 participants. The program
has established public-private partnerships in two municipalities to improve central business districts.
Citizen information and one-stop centers for obtaining permits and licenses are in the process of being
set-up in several cities and will be cperational in FY 2003. Equipment and scftware have been ordered
fram U.S. suppliers for the first ten municipalities. When installed in FY 2003, the equipment will allow the
municipal governments to implement more efficient and transparent information management systems.
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US Financing in Thousands of Dollars

Serbia
169-0210 Civil Society and Local Governance AEEB _ ESF
Through September 30, 2001
Obligations 63,560 218
Expenditures 26,699 218
Unliguidated 36,861 0]
Fiscal Year 2002
Obligations 52,823
Expenditures 48,924 g
Through September 30, 2002
Obligations " 116,383 218
Expenditures 75,623 218
Unliguidated 40,760 0
Prior Year Unobligated Funds
Obligations 0 0
Planned Fiscal Year 2003 NOA
Obligations 51,749 0
Total Planned Fiscal Year 2003
Obligations 51,749 0
Proposed Fiscal Year 2004 NOA
Obligations 45,000 0
Future Obligations 0 0
Est. Total Cost 213,132 218

FY 2002 Obligations include $0.17m of FY 2001 Supplemental AEEB.
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Data Sheet

USAID Mission: Serbia
Program Title: Cross-Cutting Programs
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 169-0420
Status: Continuing
Proposed FY 2003 Obligation: $3,000,000 AEEB
Prior Year Unobligated: $998,000 AEEB
Proposed FY 2004 Obligation: $3,000,000 AEEB
Year of Initial Obligation: 2001
Estimated Completion Date: 20086

Summary: This objective is designed to accommodate activities that make significant contributions to
more than one objective. [t finances program development costs, pragram assessments and learning
efforts. '

Inputs, Qutputs, Activities:

FY 2003 Program:

USAID intends to use FY 2002 and FY 2003 resources to fund three U.S. Personal Services Contract
(USPSC) and 13 Foreign Service National Personal Service Contract (FSNPSC) emnloyees as well as
the operations of three field offices to help monitor and manage USAID's program in the Republic of
Serbia which averages around $100 miilion per year. In addition, the design of new activities and the
evaluation of ongoing activities will be funded.

FY 2004 Program:

USAID intends to use FY 2004 resources to continue to fund three USPSCs and 13 FSNPSCs as well as
the operations of three field offices to help monitor and manage USAID's programs in Serbia. .In addition,
a portion of the funds requested here will be used for activity design, evaluations and training.

Performance and Results: In FY 2001, three USPSCs and one FSNPSC supported the efforts of the
one U.S. Direct Hire employee assigned to Belgrade to initiate design and implementation of a program to
take advantage of the startling opportunity presented by the rejection of the Milosevic regime. With
establishment of the USAID Mission in Belgrade and growth of the program, the number of FSNPSCs has
grown to thirteen and three field offices have been established. The number of USPSCs remains
unchanged at three. Citizen participation and locali government strengthening activities (S.0. 169-0210)
have been significantly expanded and a new Strategic Objective (S.0. 169-0200), More Effective,
Responsive and Accountable Democratic Institutions (169-0200) has been established to encompass
increased assistance in the areas of political process and election assistance; civil society, NGO, media
and fabor assistance; and judicial reform and rule-of-law assistance. Under S.0. 168-0130, Accelerated
Development and Growth of Private Enterprise, new initiatives in the area of financial market reform will
greatly expand the overall private enterprise program during FY 2003.

During FY 2002, assessments of gender, conflict vulnerability and biodiversity conservation needs for
Serbia and Montenegro were compieted. The resuits of these assessments assisted the Mission in
defining how the new five-year country program strategy contributes in addressing the three areas, as
required by Agency regulation. The assessments also serve as a planning tool to assist in integrating
gender, conflict, and environmental concerns into the overall program. (n addition, several environmental
training courses were conducted to ensure that the staff of the Community Revitalization Through
Democratic Action program implementers are familiar with and comply with U.S. environmental
regulations during implementation of the program. In addition to the three assessments conducted, the
Mission has completed its Mission Disaster Response Plan.
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US Financing in Thousands of Dollars

Serbia
169-0420 Cross-Cutting Programs AEEB
Through Septamber 30, 2001
Obligations 4,935
Expenditures 4,239
Uniliguidated 696
Fiscal Year 2002
Obligations 2,091
Expenditures 1,651
Through September 30, 2002
Obligations 7,026
Expenditures 5,890
Unliquidated 1,136
Prior Year Unobligated Funds
Obligations 999
Planned Fiscal Year 2003 NOA
Obligations 3,000
Total Planned Fiscal Year 2003
Obligations 3,999
Proposed Fiscal Year 2004 NOA
Obligations 3,000
Future Obligations 0
14,025

Est. Total Cost
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Turkey

The Development Challenge: In the aftermath of September 11, 2001, the United States recognized
Turkey as a critical ally in the global war on terrorism. Turkey was among the first countries to
demonstrate strong support for Operation Enduring Freedom (QOEF), granting overflights and the use of its
airbases, and offering 90 Special Operations Forces troops. Turkey permitted the U.S. military to use
Incirik Airbase for several of the most sensitive OEF-related missions. Turkey was one of the first
countries to provide troops (267} for Phase | of the International Security Assistance Force (ISAF) in
Afghanistan, and assumed the leadership of ISAF on June 20, 2002, for & six-month period that was
extended by two months. Turkey now has a complement of approximately 1,400 personnel in
Afghanistan. The primacy of Turkey's role as a front-line ally is expected to assume even greater
prominence and urgency as the global war on terrorism continues.

Turkey began a series of reforms in the 1980s designed to shift its economy to a more private-sector,
market-based model. However, successive governmenis were repeatedly chalienged in their efforts,
such that by 2001, the Government of Turkey (GOT) struggled with a serious financial crisis and stalled
reforms. A severe currency devaluation, precipitous losses on the country’s stock market, and rising
interest rates gave grounds for concemn about economic stability throughout the region. In early 2002,
thanks in part to IMF assistance, reforms began to show results. However, the economy stilt remains
weak. Turkey continues to have substantial debt servicing reguirements in the near term. The
government must maintain sound economic policies and institute further reform, in order to win market
confidence and create an internationally competitive aconomy. Further, Turkey's economic sustainability
is crucial in order for it to fulfill the broad and key role of critical ally to the U.S. and of a strategically-
located partner in the global war against terrorism.

The USAID Program: White USAID closed its Mission in Turkey in 1976, USAID continued to provide
assistance to Turkey for discrete issues, including immediate humanitarian and disaster mitigation needs
after serious earthquakes there in 1999, and support to Turkey's family planning and reproductive health
program until spring 2002.

In 2002, the Uniied States gave $200,000,000 in Economic Support Funds (ESF) provided by the 2002
Supplemental Appropriations Act for Further Recovery From and Response To Terrorist Attacks on the
United States (P.L.107-206), tc offset the economic stress in Turkey that resulted from Turkey’'s support
for combating international terrorism. U.S. grant funds were used to service Turkey's debts to the United
States and to international financial institutions, and to thereby aid its economic recovery.

The United States seeks the GOT’s continued support in the ongoing war on terrorism. However, the
GOT is concerned by the potential damage to its fragile economy. Accordingly, $200 million in ESF is
requested for FY 2004 to mitigate potential economic loss to Turkey for its continued support of the U.S.
The Program Data Sheet provided below gives greater detail on the cash transfer program for which
USAID is requesting funds in FY 2004.

Other Program Elements: None.

Other Donors: The United States is the principal donor of support funds to Turkey, with assistance
meant to compensate this important ally for the economic costs of its participation in the global war on
terrorism at a time of general economic hardship in Turkey. Other major donors to Turkey include the EU
and World Bank. Turkey has alsc received large scale lending from the IMF to address its economic
difficulties.
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Turkey

PROGRAM SUMMARY
{in thousands of dollars)

Accounts FY 2001 FY 2002 FY 2003 FY 2004

Actual Actual Prior Request Request
Econemic Support Fund 0 0 0 200,000
Supplemental - ESF 0 200,000 0 0
Total Program Funds 0 200,000 0 200,000

STRATEGIC OBJECTIVE SUMMARY
277-0410 Cash Transfer Program

ESF | of 200,000} of 200,000

S0 277-0410 includes $200,000 of FY 2002 Supplementa! - ESF.
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Data Sheet

USAID Mission: Turkey
Program Title: Cash Transfer Program
Pillar; Economic Growth, Agriculture and Trade
Strategic Objective: 277-0410
Status: Continuing
Proposed FY 2003 Obligation: $0
Prior Year Unobligated: $92,000 ESF
Proposed FY 2004 Obligation: $200,000,000 ESF
Year of Initial Obligation: 2002
Estimated Completion Date: 2004

Summary: Grant funds ($200 milion ESF) to the Government of the Republic of Turkey (GOT) were
provided through the 2002 Supplemental Appropriations Act for Further Recovery from and Response o
Terrorist Attacks on the United States, to offset the economic stress in Turkey that resulted from Turkey's
support for cornbating international terrorism. FY 2002 grant funds were transferred to enable Turkey to
service debts to the United States and international financial institutions and to thereby aid its economic
recovery. Proposed FY 2004 grant funds are anticipated to be used for the same purpose, tangibly
demonstrating U.S. support for the GOT's continued assistance in the global fight against terrorism. Prior
year unobligated funds includes $92,000 from the FY 2002 Supplemental - ESF (parking fines).

inputs, Outputs, Activities:
FY 2003 Program:
None.

FY 2004 Program:

FY 2004 funds are intended to be used to continue servicing Turkey's debts to the United States and to
international financial institutions. With policy guidance from the Depariment of State, USAID implements
this cash transfer program to the Government of Turkey.

Performance and Results: The U.S. grant funds were obligated at the end of FY 2002 and fully
disbursed to the GOT in early FY 2003, thereby enabling the GOT to address immediate debt servicing
requirements. The proposed future ESF funds will demonstrate the U.S. support for Turkey during the
global war on terrorism. The funds will enable the GOT to continue its strong implementation of the IMF-
supported economic program, to achieve Turkey's economic recovery.

191



US Financing in Thousands of Dollars

Turkey
277-0410 Cash Transfer Program ESF
Through September 30, 2001
Obligations 0
Expenditures
Unliquidated °
Fiscal Year 2002
Obligations 199,908
Expenditures 0
Through September 30, 2002
Obligations 199,908
Expenditures 0
Unliquidated 199,908
Prior Year Unobligated Funds
Cbligations 92
Planned Fiscal Year 2003 NOA
Obligations 0
Total Planned Fiscal Year 2003
OCbligations 92
Proposed Fiscal Year 2004 NOA
Obligations 200,000
Future Obligations 0
Est. Total Cost 400,000

FY 2002 Obligations of $199.908m and Prior year unobligated funds of $0.092m totalling $200.000m
represent funds appropriated under te FY 2002 Supplemental Appropriations Act for Further Recovery
from and Response to Terrorist Attacks on the United States (P.L. 107-208).
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Europe Regional

The Development Chalienge: The northern tier countries are the transition leaders. They are integrating
into international markets and organizations and no longer require bilateral USAID assistance, although
they still face challenges related to accession to the European Union (EU).

in Southeast Europe, reconstruction of war torn areas is near completion following a decade of ethnic
violence. With some exceptions, these countries now appear to be following the transition path charted
by the northern tier, aithough they are well behind the reform targets achieved by the northern tier
countries when they graduated from USAID assistance. Weak tabor marksts in general, combined with
large youth populations and poor human capital in select countries, pose special chatllenges. Corruption
remains an issue across the sub-region. Unresolved ethnic clashes lay below the surface and could
easily re-emerge without institutional mechanisms for inter-ethnic understanding and cooperation,
particularly given the scheduled decline in donor assistance to these countries. Broad access to the
benefits of reform is essential to mitigate the risk of further conflict and to offset the debilitating impact of
corruption.

All of the European transition countries aspire to membership in regional organizations such as the North
Allantic Treaty Organization (NATO) and the EU. While the countries presently targeted for EU accession
will gain immediate benefits, there may be a cost to those not yet ready far membership {e.g., Macedonia,
Albania, Kosovo, Serbia, Montenegro, Bosnia, and possibly Croatia). These countries are small and
poorly integrated amang each other. The challenge in the short-run is to minimize any backsliding that
might occur as the price of exclusion.

The USAID Program: The regional program in Europe is carried out through program support objectives
in economic growth, democracy and governance, social transition, and cross-cutting initiatives. USAID's
strategy for regional assistance is to target multi-country and region-wide interventions that support the
achievement of bilateral assistance objectives but cannot be easily funded through individual country
budgets.

Regional activities in Europe address cross-border issues (such as energy infrasiructure), promote
dialogue and networking between countries on transition themes of common concern (local government
networking), support regional professional organizations in targeted sectors (international accounting
standards), fund directives and special initiatives not covered by country budgets (human trafficking), and
achieve cost savings through regional training events and conferences and specialized technical
assistance in emerging pricrity areas (values and youth).

In Socutheast Europe, USAID continues to focus on reducing ethnic tension, supporting democratic
processes, furthering economic reforms, and promoting regional cooperation and the speedy integration
of transition countries into Europe proper. Regional programs are desighed to establish common
standards and practices acrass the region in a variety of sectors, including trade and customs, health,
labor, energy, and the environment. This strategy is intended to facilitate economic relationships among
neighbors, reinforce stability, attract foreign investment and increase competitiveness in international
markets. As Southeast Europe begins to prepare for graduation from USAID bilateral assistance, the
United States looks to the Europeans 1o continus to support the integration of these countries into
regional institutions,

The overall decline in resource levels in FY 2004 requires substantial adjustments to the regional
program. Funding will end in FY 2003 for almost all programs directed toward the European northern tier
as well as the region-wide environmental partnerships program, ECOLINKS. At the same time, new
priorities in human trafficking and values will receive support under cross-cutting initiatives.

During the next fiscal year, USAID will approach completion of its work related to the Stability Pact.

Activities under the economic growth area will include those directed at increased competitiveness,
accounting reform, and energy cooperation and trade. Regional acfivities under the democracy and
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governance rubric will continue to support civil society and confiict prevention, the rule of law and judicial
strengthening, and local government development. Activities under social transition will encompass
efforts directed at popuiations at risk such as the Roma minority, youth, and those exposed to infectious
diseases such as HIV/AIDS and tuberculosis. This rubric will also address health promotion and access
issues through medical partnerships and select social safety net issues.

Cross-cutting programs will support two new initiatives: one to raise the profile of the values and ethics
inherent in a successful transition to market-oriented demccracy; and the other to tackie the increase in
human trafficking. The cross-cutting category will also include activities for anti-corruption, conflict
mitigation, participant training, and program evaluation, assessment and support needs.

Other Program Elements: The Europe regional program complements bilateral assistance programs
and does not contain other program elements of its own.

Other Donors: Other donors are reflected in the country overviews of the bilateral programs supported
by these program objectives.
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Europe Regional
PROGRAM SUMMARY

(in thousands of dollars)

FY 2001 FY 2002 FY 200 FY
Accounts Actual Actual Prior qu:ut Roqio::t
Asst. for E. Europe and the Baitic States 86,081 74,138 60,000 51,000
Chiid Survival and Heatth Programs Fund 770 4] 0 0
Total Program Funds 86,851 74,130 60,000 51,000
STRATEGIC OBJECTIVE SUMMARY

180-0110 Privatization

AEEB | 502| o} o] 0
180-0120 Fiscal Reform

AEEB ] 219] 733 248| 621
180-0130 Private Enterprise Development

_ AEEB | 4,391] 1,256] 1,968| 553

180-0140 Strengthening the Financial Sector

AEEB | 4,268] 1,312{ 694) 828
180-0150 Sustainable Energy Systems

AEEB ) 8,721{ 6,044] 3,363) 4,140
180-0160 Bettar Environmental Management

AEEB | 8,010 5,244] 2,861] 1,133
180-0210 Civil Society

AEEB | 3,846( 2,875] 3,150] 1,587
180-0220 Ruie of Lew

AEEB | 2,282 866| 862| 728
180-0230 Local Government and Urban Development

AEEB | 862 81| 508| azy
180-0310 Strenpthensd Humanitarian Responses to Crises

AEEB ] 155] 110] 0] 0
180-0320 Health Promotion and Care

AEEB 1,754 2,584 2,518 2,855

CSH 770 0 0 0
180-0340 Social Sector Reform

AEEB I 1,867} 720} 232} 150
180-0410 Special initiatives

AEEB | 3,676} 3,448] of 0
180-0420 Cross-Cutting Programs

AEEB | 5,024] 4,510] 4,808/ 5,070
TRANSFER

AEEB | 42,404 43,049] 38,790] 33,000

195

Acting Deputy Assistant Administrator,
Paula Feeney



Data Sheet

USAID Mission: Europe Regional
Program Title: Fiscal Reform
Pillar: Economic Growth, Agricuiture and Trade
Strategic Objective: 180-0120
Status: _ Continuing
Proposed FY 2003 Obligation: $248,000 AEEB
Prior Year Unobligated: $108,000 AEEB
Proposed FY 2004 Obligation: $621,000 AEEB
Year of Initial Obligation: FY 1997
Estimated Completion Date: FY 2005

Summary: USAID's fiscal reform program promotes fiscal transparency and accountability in the region
through development and implementation of 1) programmatic interventions aimed at combating corruption
and promoting integrity in targeted public sector institutions; 2) interventions that improve financial
transparency and disclosure and enhance private sector corporate governance and ethical business
conduct; 3) activities that build regional associations of accounting professionals committed to fair and
accurate disclosure and audit of financial transactions; 4) activities that further professional certification of
public and private sector accounting professionails based on standardized curricula and corruption-free
examination protocols; and 5) activities that replace the communist legacy of opaque, statutory
accounting standards with market-oriented International Accounting Standards necessary for integration
of regional economies into the global marketplace. FY 2003 funds will be provided for accounting reform
and FY 2004 funds will be provided for accounting reform and anti-corruption.

inputs, Outputs, Activities:

FY 2003 Program:

Regional transparency, accountabilty and accounting reform. ($248,000 AEEB). Working with
international, regional and national accounting institutions, this activity promotes expansion and
improvement of a regional Certified International Professional Accountant (CIPA) program. By developing
and implementing uniform accounting standards, curricula and examinations and providing technical
expert advice not available within USAID for mission support and management of regional projects, the
CiPA program and related regional activities increase fiscal transparency and accountability and prevent
corruption in the certification of public and private sector accounting professionals. The principal
contractors/grantees are the Carana Corporation, the University Research Corporation and the Center for
Institutional Reform and the Informal Sector, and the Center for International Private Enterprise.

FY 2004 Program:

Regional transparency, accountability and anti-corruption. ($421,000 AEEB). Through results obtained
from field work, this activity provides USAID Missions in SEED countries with refined, practice-oriented
diagnostic and analytical tools to combat corruption and promote integrity in targeted public and private
sector institutions based on the Europe and Eurasia Bureau's strategic framework for combating
corruption (Transparency-Accountability-Prevention-Enforcement-Education or "T A P E E") and technical
expert advice not available within USAID for mission support and management of regional projects.

Regional transparency, accountability and accounting reform. ($200,000 AEEB). Working with
international, regional and national accounting institutions, this activity supports and expands the regional
Certified International Professional Accountant (CIPA) program. By developing and implementing uniform
accounting standards, curricula and examinations and providing technical expert advice not available
within USAID for mission support and management of regional projects, the CIPA program and related
regional activities increase fiscal transparency and accountability and prevent corruption in the
certification of public and private sector accounting professionals.
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Performance and Results: USAID's fiscal reform activities are achieving three sets of results that
promote financial transparency, accountability and integrity and combat corruption in public-private
relationships and transactions. The regional anti-corruption activity is generating, testing. implementing
and refining new, practice-oriented diagnostic and analytical toois tailored to the specific anti-corrupticn
programming needs of USAID field missions. The regional accounting reform activity introduced the
Certified International Professional Accountant Program (CIPA} in the SEED region based on the
successful model first implemented in Central Asia and Ukraine. Through targeted networking, small
implementation grants, and online resources, the corporate governance activity has increased public
awareness and demand for improved corporate governance within stakeholder and regulatory
communities and has provided channels for transfer of knowledge and skills to diverse constituencies
involved in combating corruption and promoting integrity in public and private sector relationships and
transactions.
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US Financing in Thousands of Dollars

Europe Regionali

180-0120 Fiscai Reform

AEEB

Through September 30, 2001

Obligations 2,068

Expenditures 1,932

Unliquidated 136

Fiscal Year 2002

Obligations 793

Expenditures 201

Through September 30, 2002

Obligations 2,861

Expenditures 2,133

Unliquidated 728

Prior Year Unobligated Funds

QObligations 108

Planned Fiscal Year 2003 NOA

Obtigations 248

Total Planned Fiscal Year 2003

Obligations 356

Proposed Fiscal Year 2004 NOA

Obligations 621

Future Obligations 0
3,838

Est. Totai Cost
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Data Sheet

USAID Mission: Europe Regional
Program Title: Private Entarprise Development
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 180-0130
Status: Continuing
Proposed FY 2003 Obligation: $1,968,000 AEEB
Prior Year Unobligated: $731,000 AEEB
Proposed FY 2004 Obligation: $553,000 AEEB
Year of Initial Obligation: FY 1996
Estimated Completion Date: FY 2005

Summary: This regional program provides support for the Bureau's enterprise deveiopment work across
the transition countries of Europe in smali enterprise support and finance, in commercial dispute
resolution, in promoting harmonized competition policies, and in encouraging food industry cluster
formation, competition, and trade.

inputs, Outputs, Activities:

FY 2003 Program: &

Technical advice and finance for micro, small and mediurn enterprise development. ($1,550,000 AEEB).
In order to build institutions and programs capable of supparting the development of micro, small and
medium-sized business, funding is provided to the NGO community and other organizations to improve
the business environment, to encourage the provision of business services, and to expand and improve
business finance. The Micro Finance Center in Warsaw warks with organizations throughout the region
to support “best practices” in micro finance, thereby helping to build sustainable and effective lending
programs for micro enterprise. The Small Enterprise Assistance Fund focuses on financing smail and
medium- sized firms that exhibit significant potential for growth. Citizens Democracy Corps and the
International Executive Service Corps are pariners in developing a network of business support
institutions and consultants to facilitate frade and train SMEs to adopt international business standards
and practices.

Promotion of a regional approach to harmonizing competition policies and regulatory frameworks.
{$168,075 AEEB) The Federal Trade Commission {in conjunction with the Department of Justice) will
continue its work (pursuant to an Interagency Agreement} with competition agencies in the region to
strengthen their capacities to enforce their national competition laws in ways that promote the
development of market economies. This is accomplished by developing regional awareness armnong
counterpart governments as they implement competition policy; and by providing technical assistance on
latest trends in consumer protection as it specifically relates to e-commerce.

Encouragement of food industry cluster formation, competition and trade on a regional basis. ($250,000
AEEB). Contacts with agribusiness and food industry firms are being pursued throughout the region to
identify clusters of business that are capable and committed to warking together to produce quality
products that respond to the demands of the markets in the region and beyond. Ciusters in two countries
will be chosen and technical assistance will be provided to the clusters. The principal contractor is
Chemonics.

FY 2004 Program:

Encouragement of food industry cluster formation, competition and trade on a regional basis. ($552,500
AEEB). The work with the clusters chosen in two countries will continue. USAID will work with the
groupings of businesses to better understand the demands of the markets, to work to impraving the
business environment directly impacting the cluster, to improve the productivity up and down the supply
chain, and to participate actively in trade,
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Performance and Results: Nearly all country programs have focused significant resources on improving
the environment for private sector economic growth. In each country in the region, policy reforms and
laws have been enacted to give the private sector greater access to information, credit, technology,
markets, and an improved commercial legal and regulatory environment. Inputs include technical
assistance and training directed at improving human resource knowiedge and capacity, business
management and information, commercial laws and regulations, and technology transfer. Land reforms
are being enacted enabling the use of land and property to be traded or consolidated {o expand the
productivity of previously dead assets and the development of a land market system. The private sector
is rapidly gaining greater access to financial instruments and new markets. Trade and investment events
have generated intra-regional export momentum. Competition among domestic businesses and farmer
associations encourage firms and farmers, throughout the region, to improve product value and volume
primarily for sale in domestic, regional or European Union markets.
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US Financing in Thousands of Dollars

Europe Regional

180-0130 Private Enterprise Development

AEEB

DA

Through September 30, 2001

Obligations 67,090 1,508

Expenditures 62,259 1,508

Unligquidated 4,831 0

Fiscal Year 2002

Obligations 2,491

Expenditures 3,286 0

Through September 30, 2002

QObligations 69,581 1,506

Expenditures 65,545 1,506

Unliquidated 4,036 0

Prior Year Unobligated Funds

Obligations 7314 0

Planned Fiscal Year 2003 NOA

Obiigations 1,968 0

Total Planned Fiscal Year 2003

Obligations 2,699 0

Proposed Fiscal Year 2004 NOA

Cbligations 553 Q

Future Obligations 0 )]
72,833 1,506

Est. T_otal Cost
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Data Sheet

USAID Mission: Europe Regional
Program Title: Strengthening the Financial Sector
Plitar: Economic Growth, Agriculture and Trade
Strategic Objectlve 180-0140
Status: Continuing
Proposed FY 2003 Obligation: $694,000 AEEB
Prior Year Unobligated: $203,000 AEEB
Proposed FY 2004 Obligation: $826,000 AEER
Yaar of Initial Obligation: FY 1992
Estimated Completion Date: FY 20086

Summary: The goal of activities under S.0. 1.4 is to accelerate the development of sound, vibrant,
private and competitive financial sectors in SEED countries which promote growing financial
intermediation in support of private sector development and sustainable economic growth. The focus of
the regional activities is on the introduction of new products to broaden and deepen the financial sector,
cross-border trading and risk management, institutional development and capacity building of financial
and regulatory institutions, and anti-money laundering activities. A key element in all the programs is
harmonization and meeting international standards to ensure faster integration of financial markets into
the international financial system.

Inputs, Outputs, Activities:

FY 2003 Program:

Competitive financial markets ($150,000 AEEB). USAID wili pravide technical support in select countries
to structure and place corporate debt instruments. Building upon pilot project in several countries, a
comprehensive package of rescurce materials to support corporate debt issuance in other countries in the
region will be developed. A corporate bond workshop will be held bringing together bond market experts
and praclitioners with public and private financial sector players in the region.

USAID will assist in the development of secondary mortgage markets in Southeast Europe (SEE).
Assessments will be dene of three mortgage finance systems in SEE which will provide the basis for the
development of strategies and a modei action plan to promote secandary mortgage market development.
A secondary mortgage market workshop will be held which brings together American and European
mortgage finance experts with bankers, financial sector regulators, government housing officials and
international financial institutions to promote standardization and harmonization of morigage finance
practices in the region with international standards and norms.

Both the corparate bond and mortgage finance activities intend to establish regional networks or working
groups of primarily private financial sector practitioners to develop specific recommendations regarding
regional harmonization of financia! sector laws, policies and practices to faciiitate greater financial flows
and cross-border placement and trading. A communications mechanism to provide an interactive on-line
forum and a posting point for resources and materials will be established. The principal contractors are
Deloitte Touche, Chemanics, and the Urban Institute.

Partners for financial stability (PFS) ($100,000 AEEB). The PFS program supports the economic
transition of the eight CEE countries where USAID was previously active, but no ionger maintains a bi-
lateral program: the Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Slovakia, and Slovenia.
PFS is an excellent example of a public/private partnership which includes required cost-sharing from
recipients as well as substantial contribution in cash and in-kind volunteer services from implementing
pariners.
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In 2003, training and technical assistance activities under PFS will focus on four main areas: 1)
strengthening bank regulatory authorities and helping them to meet international bank supervision
standards; 2) strengthening the capacity of the target countries to combat financial crimes, money-
laundering and to compiy with The Patriot Act, 3) developing the capital markets to better serve
individuals, businessas and institutional investors including pension funds; 4) improving corporate
governance with a focus on increasing the use of internationa!l accounting standards {lAS). The principal
contractors are the East-West Management Institute, BearingPoint, DeloitteTouche and the Financial
Services Volunteer Corps.

Policy and technical support to missions ($443,792 AEEB). Supports technical expertise for financial
sector reform in the region.

FY 2004 Program:

Competitive financial markets ($150,000 AEEB). Technical support to develop corporate bondsin
additional countries in the region is contempiated as well as a second workshop building on the findings
of the first workshop.

A second workshop related to the development of secondary mortgage markets is contemplated, targeted
on a specific obstacle identified in the assessments, the workshop and the regional working group that is
established.

Policy and technical support to missions ($676,250 AEEB). Supports technical expertise for financial
sector reform in the region.

Performance and Results: Compaetitive Financial Markets: The first activities -- assessmaent, templates,
and workshops -- will take place in FY 2003.

Partners For Financial Stability(PF8): Significant achievements to date in the eight graduated countries
include: initiation of programs in cooperation with U.S. Treasury and leading private sector experts to
assist commercial bankers and other financial sector intermediaries to combat financial crime and money
laundering as well as to amend and/or help draft anti-money laundering laws, policies and procedures;
the creation of the Training Institute for Bank Supervision in Warsaw in conjunction with the National Bank
of Poland which uses Polish bank supervisors o train other bank supervisors in the Eurasia region; the
development of laws on National Accounting Standards in Lithuania; and, the training of hundreds of
senior financial sector officials in the region in international Accounting Standards in order to improve the
usefulness, reliability and transparency of financial reporting.
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US Financing in Thousands of Dollars

Europe Regional

180-0140 Strengthening the Financial Sactor

AEEB

Through September 30, 2001

Obligations 21,055

Expenditures 16,487

Unliguidated 4,568

Fiscal Year 2002

Obligations 3,959

Expenditures 3,129

Through September 30, 2002

Obiigations 25,014

Expenditures 19,616

Unliguidated 5,398

Prior Year Unobligated Funds

Obligations 203

Planned Fiscal Year 2003 NOA

Obligations 694

Total Planned Fiscal Year 2003

Obligations 897

Proposed Fiscal Year 2004 NOA

Obligations 826

Future Obligations 0
26,737

Est. Total Cost
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Data Sheet

USAID Mission: Europe Regional
Program Title: Sustainable Energy Systems
Piltar; Econamic Growth, Agriculture and Trade
Strategic Objective: 180-0150
Status: Continuing
Proposad FY 2003 Obligation: $3,363,000 AEEB
Prior Year Unobligated: $1,011,000 AEEB
Proposed FY 2004 Obligation: $4,140,000 AEEB
Yaar of Initial Obligation: FY 1991
Estimated Completion Date: FY 20086

Summary: The regional energy program increases regional cooperaﬁon in electricity, heat and gas
regulatory harmonization, market development, and energy efficiency.

Inputs, Outputs, Activities: :
FY 2003 Program: ' _
Improve policy and energy regulatory capacities ($813,083 AEEB). The development of professional,
independent energy reguiatory agencies is a central requirement of creating efficient and financial viable
energy systems in this region. Fifteen countries in the region have established such bodies and are
members of the Energy Regulators Regional Association (ERRA). This program element finances a
cooperative agreement with the US Association of Regulatory Utility Commissions to support the
professional development programs and regulatory exchanges of the ERRA. The regulators work
together on practical, common issues in tariff policy and implementation, licensing and standards, market
design and operation, public involvement and anti-corruption. Some of these issues are ones directly
applicable to the accession process with the European Union. This element of the program is also
financing regional analysis on energy infrastructure development issues, e.g. low income energy needs
and strategies, and provides critical technical expertise not available within the agency to support mission
programs and manage regional contracts.

Establish Balkan regional electricity and gas markets ($1,250,000 AEEB). The Energy and Economic
Ministers of the Balkans agreed in Athens on November 15, 2002, to work together to create a Southeast
Europe regional electricity market integrated with the internal EU electricity market by 2005. USAID is
participating in a muiti-donor effort under the Stability Pact framework to support this historic process.
USAID is financing regional efforts focusing on: 1) harmenization of iegal and regulatory frameworks; 2)
development of transparent and standard electricity commercial trading and contracting mechanisms; 3)
implementation of the plan USAID previously helped to develop for & tele-information system connecting
national dispatch centers; and 4} planning of transmission grid development and identification of priorities
for investment. Principal contractors/grantees are Pierce Atwood, Hunton and Williams, U.S. Energy
Association, National Association of Regulatory Utility Commissioners, Electrotek Concepts, Montgomery
Watson Harza. -

Promote private financing and invastment in energy efficiency ($1,300,000). USAID has been working
with municipal governments and private/NGO groups to overcome barriers to commercial financing of
energy efficiency. Funding support will continue for the regional wide Municipal Energy Efficiency Netwark
(MUNEE) and project development activities in the Balkans involving: 1) an Alliance to Save Energy
activity with the Bulgarian Energy Efficiency Center and other NGOs on municipal energy efficiency
activities; 2) Nexant efforts in Romania, Bulgaria, Serbia, Croatia, and Macedonia on municipal heat and
efficiency project development for funding by the World Bank, European Bank for Reconstruction and
Development and the Black Sea Trade and Development Bank; 3) support for a Development Credit
Authority loan guarantee program invoiving private banks and energy service companies.
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FY 2004 Program:

Improve energy regulatory capacities ($740,000 AEEB). USAID will provide continued funding to NARUC
for the Energy Regulatory Regional Association. The emphasis in FY04 will be on developing a training
strategy and pilot activities that seek to move ERRA towards greater financial sustainability and cost-
sharing. Additional countries in the region, i.e. Bosnia, Macedonia, Serbia and Montenegro wiil likely
have established regulatory agencies and joined ERRA . They will be able to benefit in their early
development by paricipating in ERRA technical working groups and training programs. Close
coordination will be pursued with the Council of European Energy Regulators (CEER) to seek their
support for ERRA activities. In addition to financing technical expertise to support mission programs and
manage regional projects, this component will focus on East-West energy system integration issues in
electricity and natural gas as part of an overall effort involving both Europe and Eurasia missions.

Establish Balkan regional electricity and gas markets ($2,300,000 AEEB). USAID will continue to play a
catalytic role in fostering the national and regional reforms necessary to meet the target of regional
market development and integration into the EU internal market by 2005. A key focus will be on
development of transmission and distribution system operators and preparation of market rules and grid
codes by June 2004 as specified in the Athens Agreements. USEA and NARUC will conduct regional
regulatory and utility partnership (twinning) arrangements involving one- to-one cost sharing with US state
regulatory commissions and US utility and industry companies.

Promote private financing and investment in energy efficiency (81,100,000 AEEB). USAID will continue to
foster the exchange of experiences in municipal energy efficiency programs and effort to develop regional
financing mechanisms with private banks and energy service companies. The focus will be on: 1)
replication of successful concession, management contract experiences in district heating system; 2) the
role of energy efficiency to help low-income households mest the rising costs of energy; and 3) more
efficient alternatives to electricity for space heating.

Performance and Results: USAID regional energy programs have achieved significant resuits by
focusing resources on strategic regional institutional development. Several highlights from this
performance are presented beiow.

1) A success story has been the development, through a cooperative effort with NARUC of the Energy
Regulators Regional Association, an independent association of 19 national energy regulatory agencies
legally-registered in Hungary, and the improvement of the knowledge and credibility of the new energy
regulatary agencies in the countries and in the region.

2) Another institutional development achievement has been the Energy Management Development
Institute, which has been legally-chartered in Poland and which offers training and professional
development activities, in utility management areas. Although USAID provided small, seed funding to the
US Energy Association, the EMDI is now self sustaining with US and European corporate sponsorship.

3) Under a partnership with the Alliance to Save Energy, a network of committed NGOs and private
organizations has been established through which lessons in municipal efficiency and heat projects have
been disseminated and municipal capabifities increased.

4) USAID regional efforts in regulation and transmission system development have been instrumental in
the development and high-degree of support for the creation of a regional electricity market in the region.
Benefits from regional trading alone are estimated at over $200 million per year.

5) USAID has worked with the international financial institutions to develop municipal energy efficiency
projects in Romania, Butgaria, Serbia and Croatia that have been or will soon be financed by these
institutions and will serve as models for other cities.
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US Financing in Thousands of Dollars

Europe Regional

180-0150 Sustainable Energy Systems

AEEB

ESF

Through September 30, 2001

Obligations 50,188 1,724

Expenditures 40,635 1,724

Unliquidated 9,553 0

Fiscal Year 2002

Obligations 5,350

Expenditures 7.063 0

Through September 30, 2002

Obligations 55,538 1,724

Expenditures 47,698 1,724

Unliguidated 7,840 0

Prior Year Unobligated Funds

Obligations 1,011 0

Planned Fiscal Year 2003 NOA

Obligations 3,363 0

Totatl Planned Fiscal Year 2003

Obligations 4,374 0

Proposed Fiscal Year 2004 NOA

Obligations 4,140 0

Future Obligations 0 0
64,052 1,724

Est. Total Cost
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Data Sheet

USAID Mission: Europe Regional
Program Title: Better Environmental Management
Pillar; Econornic Growth, Agriculture and Trade
Strategic Objective: 180-0160
Status: Continuing
Proposed FY 2003 Obligation: $2,861,000 AEEB
Prior Year Unobligated: §779,000 AEEB
Proposed FY 2004 Obligation: $1,133,000 AEEB
Year of initial Obligation: FY 19980
Estimated Compietion Date: FY 2006

Summary: Abuse of the environment under communist governments took its toll on the countries in the
region. The transition to free markets provides unique opportunities to introduce innovative approaches
to incorporating the efficiencies of cleaner production into the industrial cycle and end subsidies which
waste power, water and raw material. This program develops partnerships between U.S. firms and
businesses and municipalities to solve environmental problems and to support Stability Pact infrastructure
efforts and private sector invesiment.

Inputs, Outputs, Activities:

FY 2003 Program:

Regional Infrastructure Program {$2,408,341 AEEB). The principa! objective of the Balkans Regional
Infrastructure Program {RIP) is to facilitate infrastructure projects throughout Southeast Europe while
improving regional capability for sustainable public utilities and transport agencies. The U.S.-based
contractor along with U.S. and local subcontractors provides assistance to bring forward projects in six
Southeastern European countries by providing: 1) project preparation, 2) project implementation, 3)
project investment and financing, and 4) policy refoom. Direct partners providing the loan and grant
resources for the projects facilitated by technical assistance under the RIP include the World Bank, the
European Bank for Reconstruction and Development and the European Investment Bank, as well as
several European Union grant programs.

Recognizing the limitations of grants as well as the sovereign borrowing capacity of Southeastern
European nations to meet the region's need for improved infrastructure, RIP has developed an innovative
concept termed the Balkans Infrastructure Development Facility (BIDFacility). This new institution will use
a revolving fund of $10 miilion to develop public infrastructure projects in water, energy and transport for
private sector investment, recouping the costs of preparation from successfully-financed projects. The
International Finance Corporation (IFC) has joined with USAID to raise the needed capital from various
European donors. USAID resources of $1.5 million have been joined by IFC’s pledge of between $1
million and $2 million. Fund-raising among European donor nations for the balance of the $10 million in
needed capital is underway in 2003, with strong initial interest expressed by the governments of Greece
and Switzerland.

The final component of the RIP is a proposed Balkans Infrastructure Investment Guarantee Fund utilizing
USAID's Development Credit Authority to attract privale sector investment in the water, energy and
transportation infrastructure sectors in Southeast Europe.

Ecolinks environmental trade partnerships ($376,000 AEEB). Ecolinks, the Eurasian-American
Environmental Partnership, promotes market-based solutions to environmental probiems in Central and
Eastern Europe by supporting cross-border partnerships either within the region or between the region
and the US. Ecolinks provides financial assistance through its Partnership Grants Program and
facilitates trade and investment in the region in conjunction with an interagency agreement with the
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Department of Commerce. A key component of Ecolinks is the identification and emphasis of industry
best practices.

The Ecolinks grants program has awarded 133 Challenge Grants totaling $6.2 millien for feasibility
studies to address environmental problems in nine countries and 187 Quick Response Awards totaling
about $1 million for travel-related partnering activities. Most of these involve U.8. partners. Ecolinks is
working to identify investment capital and to facilitate the financing of its envirenmental projects. In this
regard, Ecolinks awarded five follow-on Chailenge Grants in the region to prior grant recipients to support
preparation of financial documents and business pians.

The Trade and investment program supports representatives in six Commercial Service offices in the
region. These “Tech Reps” make use of resources from the Commercial Service, their host governments,
USAID's Global Trade & Technology Network, the U.S.-based Environmental Export Council, and a state-
of-the-art partnering Web site. They identify business opportunities, finking U.S. firms with partners in the
region and assist in financing projects.

Environmental impact compliance ($77,000 AEEB). Each USAID activity must go through environmental
impact assessment prior to obligation, pursuant to the Agency's federal impact assessment regulations
(22 CFR 216). The E&E Bureau processes over 150 impact assessments annuailly. This funding
provides technical support to ensure that potentially significant adverse environmental impacts are
identified prior to project start-up and mitigated o acceptable levels.

FY 2004 Program:

Regional Infrastructure Program ($1,058,000 AEEB). Plans call for the continued operation of the
BiDFacility, with the US serving on a board of donors with other European supporters of this new
institution. This year should see the first projects developed under BIDFacility receive financing from the
private sector. Aiso planned will be the initiation and first transactions under the Development Credit
Authority guarantee fund for infrastructure investment in the Baikans,

Environmental impact compiiance ($75,000 AEEB). This funding will continue to provide technical
support, heiping to ensure that potentially significant adverse environmental impacts are identified prior to
project start-up and mitigated to acceptable levels,

Performance and Results: Under the RIP, results during both 2002 and 2003 have been significant. An
estimated $2.5 billion suro in water and transportation infrastructure project investments have been
facilitated by technical assistance delivered through the RIP. The projects include water facilities in
Albania, Croatia, Serbia and Romania; highway projects in Romania and Bulgaria; and seaport projects in
Bulgaria and Albania. Progress was alsa made in improving the efficiency of project management and
implementation of various loans and grants in Albania and Romania. Another resuit of technicai
assistance from the RIP was the creation of & self-financed network of groups of project management
professionals from six of the countries of Southeast Europe, institutionatizing the use of western methods
of construction management and planning in a region where these techniques were little understood in

the past.

Over this past year, Ecolinks conducted two cycles of competitively awarded Challenge Grants to
promote market-based solutions to environmental problems and provided six follow-on grants to support
financing of previous Challenge Grant projects. This past year the Technology Representatives attended
two major U.S. trade shows, bringing nearly 100 foreign delegates and holding over 200 one-on-one
meetings with environmental technology firms. Ecolinks to date has leveraged $175 miilllon in follow-on
investment for environmental technology in the region.
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US Financing in Thousands of Dollars

Europe Reglonal

180-0160 Better Environmental Management AEEB

Through September 30, 2001

Obligations 20,779
Expenditures 8,933
Uniliquidated 11,846
Fiscal Year 2002

Obligations 5,873
Expenditures 12,890
Through September 30, 2002

Obligations 26,652
Expenditures 21,823
Unliquidated 4,829
Prior Year Unobligated Funds

Obligations 779
Planned Fiscal Year 2003 NOA

Obligations 2,861
Total Planned Fiscal Year 2003

Obligations 3,640
Proposed Fiscal Year 2004 NOA

Obiigations 1,133
Future Obligations 0
Est. Total Cost 31,425
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Data Sheet

USAID Misslon: Europe Regional
Program Title: Civil Society
Pillar: Demaocracy, Conflict and Humanitarian Assistance
Strateglc Objective: 180-0210
Status: Continuing
Proposed FY 2003 Obligation: $3,150,000 AEER
Prior Year Unobligated: $2,309,000 AEER
Proposed FY 2004 Obligation: $1,597,000 AEEB
Year of Initlal Obligation: FY1989
Estimated Completion Date: FY 2006

Summary: USAID’s program to increase the quality and quantity of citizen participation in the political
and economic decision-making includes grants, training and technical assistance in the following areas:
Civii society and NGO strengthening; Independent media support; Regional labor networking, and
Program development support.

Inputs, Outputs, Activities:

FY 2003 Program:

Civil society and NGO strengthening ($2,153,740 AEEB). The Regional Networking Program (RNP)
strengthens the capacity of NGOs to inform public opinion and to influence public policy, in order to
accelerate the region's transition to open political and economic systems. Cross-border projects between
CEE and NIS organizations that promote the reform process wili be a priority in FY2003. Activities include
a major conference, Russia-CEE exchanges, and more than $400,000 in grants supporting cross-border
cooperation in such areas as foreign policy and regional security, economic transformation and
development; defense of civil, minority and human rights; and the promotion of youth engagement in
palicy. The principal grantee is Freedom House.

The NGO Legal Reform Initiative (NGOLR!) will continue to work throughout CEE to develop legal
frameworks that support the constructive role of NGOs in their communities. Activities in FY03 to
strengthen the regional network of NGO law specialists include regional workshops, analytical
publications and comparative surveys, fellowship programs, educational activities, and the development
of an indigenous regional resource center in Budapest. Madest levels of technical assistance in USAID
close-out countries will also be provided to ensure that the legal framework continues to support NGO
operations and sustainability. FY2003 is anticipated to be the iast year of funding for this project. The
principat grantee is the Internationa! Center for Not-for-Profit Law (ICNL).

The Roma Support Program, expected to begin in earty 2003, will benefit Hungary, the Czech Repubfic,
and Slovakia. The program wilt focus on disseminating models of community services, leadership and
advocacy training for Roma leaders, and media programs te improve the self-image of Roma populations
and their image in soclety at large. The principal grantee(s) will be determined in March 2003,

independent media support ($450,000 AEEB). The Regional Media Program strengthens independent
print and broadcast media in the region. FY2003 priorities include encouraging more cross border and
regional investigative reporting, monitoring media legal issues, including the drafting and implementation
of media laws; defining best practices in media development; and assessing and ranking media systems
in the region through the Media Sustainability index {MSI). The principal grantee is the Internationa!
Research and Exchanges Board (IREX). .

Regional labor networking ($300,000 AEEB). USAID promotes muitinational cooperation among Balkan

labor activists by bringing together union leaders and members through a series of roundtables, follow-up
consuitations, and leadership exchanges, with the aim of establishing a network that will endure beyond
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the life of this activity. The principal grantee is the American Center for International Labor Solidarity
(ACILS).

Program development support ($246,094 AEEB). The above program areas will be supported by
program-funded technical staff, travel, conferences, and informational meetings.

FY 2004 Program:
Civil society and NGO strengthening ($511,650 AEEB). In FY2004, RNP will continue its efforts to
strengthen key think tanks and civic organizations with institutional grants and anticipates increased
regional networking and grant activities between Russia/NIS and CEE with support from USAID as well
as private sources.

independent media support ($500,000 AEEB). The Regional Media Program will continue to support
regional and cross-border media development activities, creating linkages between journalists in different
countries.

Regiona! labor networking ($300,000 AEEB). The sharing of lessons learned and best practices between
labor activists in the Balkans wili continue. Specific priorities will be determined by a mid-program
assessment to be conducted in early FY2003.

Program development support ($285,000 AEEB). Program-funded staff, travel, conferences and meetings
will continue to support the above program areas.

Performance and Results: In addition to the award of 14 grants and sponsorship of partnership
exchanges, RNP completed a strategic plan for the program's expansion to Russia and the NIS and to
diversify funding sources for this successful networking activity. NGOLRI organized regional activities on
NGO tax provisions, volunteerism and philanthropy, strengthened NGO law courses within CEE-based
universities; provided comparative information to support NGO law reform in the region; and organized
US fellowship programs and cross-border consultations.

The Regional Media Program published the second edition of the MSI, increased the number of
investigative journalism stories that led to real reformn, continued work on defining best practices in media
development, and promoted greater cooperation between European pariners and USAID in drafting
media laws and monitoring their implementation.

As a result of regional labor union roundtables held in FY2002, activists from unions in the region formed
a network to standardize their approach to dealing with issues such as in privatization, globalization, and
core labor standards. As a result, regional unions are better able to negotiate with businesses and
government to rebuild the social safety net and smooth the transition to a market-based sconomy.
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US Financing in Thousands of Dollars

Europe Regional

180-0210 Civil Society

AEEB

ESF

Through September 30, 2001

Obligations 34,523 1,943
Expenditures 30,145 1,943
Unliquidated 4,378 0
Fiscal Year 2002

Obligations 2,987 0
Expenditures 3,452 0
Through September 30, 2002

Obligations 37.510 1,943
Expenditures 33,597 1,943
Unliquidated 3,913 0
Prior Year Unobligated Funds

Obligations 2,309 0
Planned Fiscal Year 2003 NOA

Obligations 3,150 0
Total Planned Fiscal Year 2003

Obligations 5,459 0
Proposed Fiscal Year 2004 NOA

Obligations 1,697 o
Future Obligations 0 0
Est. Total Cost 44 566 1,943
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Data Shest

USAID Mission: Europe Regional
Program Title: Rule of Law
Pillar: Demaocracy, Conflict and Humanitarian Assistance
Strategic Objective: 180-0220
Status: Continuing
Proposed FY 2003 Obligation: $862,000 AEER
Prior Year Unobligated: $435,000 AEEB
Proposed FY 2004 Obligation: $728,000 AEEB
Year of Initial Obligation: FY 1989
Estimated Completion Date: FY 2006

Summary: USAID's rule of law program promotes legal systems that better support democratic
processes and market reforms including through training, grants and technical assistance in the following
areas; regional approaches to legal education, including distance learning; building local legal reform
organizations; and program development support far missions in rule of taw and anti-corruption.

Inputs, Outputs, Activities:

FY 2003 Program:

‘Rule of law ($862,000 AEEB). USAID will continve to fund advisors to provide organizational
development assistance to key legal reform partner NGOs in Central and Eastern Europe. Three
additional partner NGOs are being added, bringing the number of partner organizations receiving
organizational development assistance to 53. Course material for a distance learning program will be
developed in collaboration with CEE organizations. Two additional country assessments are planned
(Bulgaria and possibly Russia) as part of the E&E Regional Legal Impact Assessment, following which all
eight country assessment findings wili be synthesized into a final report on impact experience in the E&E
region. Support to missions will continue with assessments, strategy advice, and program design to
support mission rule of law and anti-corruption objectives. The Baltic Regional Initiative will be ending in
early FY 2003. Impiementers include the American Bar Association/Central European and Eurasian Law
Initiative (ABA/CEEL) (prime); Management Systems International (prime); OECD (prime); Florida State
University {prime); local iegal reform organizations.

FY 2004 Program:

Rule of taw ($728,000 AEEB). In FY 2004, funding wili be used to continue the institutionalization of legal
education in the region, through distance learning methods with collaborative partner institutions in
Russia and Bulgaria. It will also be used to continue to support the development of local legal reform
NGOs so that they become sustainable, viable entities, and to continue assessments, strategy advice and
program support 1o missions.

Performance and Results: In FY 2002, USAID completed its support to the OECD Anti-Corruption
Network. Following the review of varicus proposals, USAID also transferred its Anti-Corruption Gateway
for Europe & Eurasia website (hitp.//www.nobribes.org) to Transparency International/Russia (TI/Russia)
and ABA/CEELI. TI/Russia and ABA/CEELI have agreed to operate the website jointly without USAID
funding. A regional institution building advisor (RIBA) and in-country institution building advisors {IBAs)
provided comprehensive organizational development assistance to key legal reform partner NGOs in
Central and Eastern Europe. The E&E Regicnal Legal Impact Assessment program began in October
2001. Two additional country assessments were completed in FY 2002, bringing to six the total number of
country assessments completed so far.
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US Financing in Thousands of Dollars

Europe Regional

180-0220 Rule of Law

AEEB

ESF

Through September 30, 2001

Obiligations 13,515 123

Expenditures 9,649 122

Unliquidated 3,866 1

Fiscai Year 2002

Obiigations 958 0|.

Expenditures 2,645 0

Through September 30, 2002

Obiligations 14,473 123

Expenditures 12,294 122

Unliguidated 2179 1

Prior Year Unobligated Funds

Obtligations 435 0

Planned Fiscal Year 2003 NOA

Obligations 862 0

Total Planned Fiscal Year 2003

Obligations 1,297 0

Proposed Fiscal Year 2004 NOA

Obligations 728 0

Future Obligations 0 0
16,498 123

Est. Total Cost
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Data Sheet

USAID Mission: Europe Regional
Pragram Title: Local Government and Urban Development
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 180-0230
Status: Continuing
Proposed FY 2003 Obligation: $508,000 AEEB
Prior Year Unobligated: $678,000 AEEB
Proposed FY 2004 Obligation: $327.000 AEEB
Year of Initial Obligation: FY 1997
Estimated Completion Date: FY 2006

Summary: The USAID Central and Eastern Europe (CEE) Regional Local Government Program
consists of activities to strengthen local government.

Inputs, Outputs, Activities:

FY 2003 Program:

Strengthen local government ($508,000 AEEB). USAID will use FY 2003 AEEB resources to provide
technical assistance to facilitate the decentralization process in CEE countries and to assist local
governments in becoming more effective, responsive and accountable to their citizens. Support for better
local governance through fraining will assist the overall transition to more open, demaocratic, market-driven
societies. The program will draw on region-wide experience to provide technical assistance to overseas
missions for the development and implementation of country-specific programs. The program will
leverage U.S. Government resources by actively participating in the Local Government Information
Network (LOGIN), a multi-donor effort to support decentralization process and strengthen local
government management capacity. USAID wilt conduct regional networking training, conferences,
evaluations and palicy studies in areas critical to local government and promote inter-regional cooperation
among CEE countries. Topics may include local economic development, municipal finance, strategic
planning, crisis management and conflict prevention, fiscal and administrative decentralization and
municipal association development. The principle contractors/grantees are the International City/County
Management Association (ICMA), the Urban Institute (U!), Chemonics, and Development Alternatives
Internatioinal {DAI).

FY 2004 Program:

Strengthen local government ($327,000 AEEB). Regional activities under this program will be similar to
those in FY 2003, focussing on the further development of the LOGIN Network. The World Bank, the
United Nations Development Program; the Open Society Institute; and key regional counterpart
organizations contribute significant resources to the LOGIN program. Principal contractors and grantees
are ICMA, Ul, Chemonics, and DAI.

Performance and Results: The LOGIN internet portal is now operational in six CEE countries (Bulgaria,

Latvia, Lithuania, Poland, Czech Repubtic, Hungary) and will expand by the end of 2003. The activity has
successfully developed software to operate in several languages.
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US Financing in Thousands of Dollars

Europe Regional

180-0230 Local Government and Urban
Deveiopment

AEEB

ESF

Through September 30, 2001

Obligations 15,230 110

Expenditures 14,007 90

Uintiquidated 1,223 20

Fiscal Year 2002

Obligations 1,022 0|

Expenditures 819 20

Through September 30, 2002

Obligations 16,252 110

Expenditures 14,826 110

Unliquidated 1,426 0

Prior Year Unobligated Funds

Obligations 678 0

Planned Fiscal Year 2003 NOA

Obligations 508 0

Total Planned Fiscal Year 2003

Obiligations 1,186 0

Proposed Fiscal Year 2004 NOA

Obligations 327 0

Future Obligations 0 0
17,765 110

Est. Total Cost
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Data Sheet

USAID Mission: Europe Regional
Program Title: Health Promotion and Care
Pillar: Global Health
Strategic Objective: 180-0320
Status: Continuing
Proposed FY 2003 Obligation: $2,516,000 AEEB
Prior Year Unobligated: $227,000 AEEB
Proposed FY 2004 Obligation: $2,855,000 AEEB
Year of Initial Obligation; FY 1998
Estimated Completion Date: FY 2004

Summary: The collapse of communism in the late 1980s resulted in a difficult transition from planned to
market economies in the 1990s. With the exception of countries in the northern tier, the health of the
region's populations and the capacity of the health care systems to serve them remain marginal in the 17
countries in the Central and Eastern European (CEE) Region. USAID's CEE Regional Program seeks to
increase health promotion and access to quality health care by providing technical assistance, training
and related activities to promote synergy among USAID's bilateral programs and to expand opportunities
for USAID Missions, implemaenting partners, and CEE countries to learn from each other.

Inputs, Outputs, Activities:

FY 2003 Program:

Prevent the spread of HIV/IAIDS ($920,000 AEEB). Cross-border activities to control the epidemic and
strengthen policy dialogue in 2003 include developing treatment standards for sexually transmitted
infections (STIs) through professional organizations and developing cost data on the impact of AIDS on
health systems in CEE. The Regional HIV/AIDS Program includes the Baltic Sea Initiative with the three
countries of Estonia, Latvia and Lithuania, in collaboration with Kaliningrad and St. Petersburg, Russia, to
build the capacity of non-governmental organizations (NGOs) through technical assistance and small
grants for interventions to prevent the spread of HIV/AIDS. A regional Southeast Europe Initiative will
build the capacity of NGOs in Bosnia, Bulgaria, Croatia, Macedonia, Romania, and Serbia ta learn from
each other and to collaborate in cross-border prevention activities. This network of NGO's ("Risk-Net"} will
increase the quality of HIV/STI prevention among high-risk groups. Principal contractors, grantees, and
agencies include: Ministries of Health in CEE, the American International Health Alliance, Family Health
International, Open Society Institute (OSI), Population Services International, UNAIDS, UNFPA, the U.S.
Depariment of Health and Human Services, the World Health Organization, and the World Bank.

Control the spread of tubercuiosis (TB) and anti-microbial resistance ($710,000 AEEB). The Regional
Tuberculosis Program includes Estonia, Latvia, Lithuania, Kosovo, and Romania, the latter in a cross-
border activity with Moldova. The Latvian National TB Laboratory is providing training courses on the
accurate identification of multi-drug resistant (MDR) TB and will be assisting Lithuania to analyze the
results of a survey of MDR TB and to begin an intervention program. Through a health partnership this
center of excellence will develop its business skills to become a training center for the entire region. The
Program has initiated a cross border TB controi activity between Romania and Moldova, which will
strengthen TB diagnostic laboratories and improve procurement of pharmaceuticals for freating TB in both
countries. Principal contractors, grantees, and agencies inciude: Ministries of Health in CEE, the
American International Health Alliance, Doctors of the World, Management Sciences for Health, Open
Society Institute (OSI), the University of Arkansas Medical School, the U.S. Department of Health and
Human Services, and the World Health Organization.

Improve chiid survival ($400,000 AEEB). Prevention of iodine deficiency disorder will address the leading

preventable cause of mental retardation for children in Europe, building on community-based primary care
and heaith promotion initiatives. Principal grantees and agencies include Kiwanis and UNICEF.
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improve maternal and reproductive health ($486,000 AEEB). The regional program supports linkages of
four women’s weliness centers, two primary health care centers and two healthy communities to the
Eurasia Health Partnership Program. These linkages help identify lessons learned among successful
health partnerships and support {ask forces to improve quality of maternal and reproductive health care.
The Hungarian Association of Healthy Cities will expand reproductive health services through its network.
Learning Resource Centers (LRCs) supply health professionals with current information on the most
effective practices within their specialization, while helping them build new medical programs based on
published research. The program also supports regional workshops, information exchange and cross-
border initiatives to deveiop professional cadres of health workers and managers. Principal contractors,
grantees, and agencies include American International Health Alliance.

All family planning agreements will incorporate clauses that implement the President's directive
reinstating the Mexico City Policy.

FY 2004 Program:
Prevent the spread of HIV/AIDS/ID {$1,700,000 AEER). Support will be provided for regional and bilaterat
activities aimed at preventing the spread of HIV/AIDS and for other health related activities.

Control the spread of tuberculosis (TB) and anti-microbial resistance ($200,000 AEEB). A TB reference
laboratory will be established in Romania.

Improve child survival ($300,000 AEEB). Additional funding will consolidate efforts to reduce lodine
deficiency disorder.

Improve maternal and reproductive health (3655,000 AEEB). Through a health partnership in Albania,
cervical cancer screening will be expanded. National health accounts will provide a tool for costing
maternal and reproductive heaith services.

Performance and Results: Latvian peer education manuals were drafted and an outreach education
program for intravenous drug users was put in place in Riga, developing 3,000 contacts. Estonian peer
education and prevention efforts targeting youth involved in risky behaviors and sex work provided
training for 510 youth in 34 workshops. An assessment of the risk of STls and the potential for condom
social marketing was completed in Southeastern Europe, revealing STI levels of 10% - 30% among
youth. Approximately $500,000 was leveraged from UNFPA to fund social marketing and media efforts to
raise awareness and increase safer sexual health practices among youth with a focus on Bosnia,
Bulgaria, and Serbia. USAID, partners from the European Union, and the private voluntary organization
Doctors of the World have supported the tuberculosis program in Kosovo for the past two years. Despite
the challenges presented by the lack of government and the parallel health care systems for Albanians
and Serbs, Kosove has more than 95% DOTS implementation and an 84% treatment success rate in new
smear-positive patients. The Healthy Community parinership in Romania held an international
partnership dissemination conference to present a strategy for expanding the domestic violence
prevention program it had successfully develaped. The first ever cross-border partnership was developed
between Romania's Institute of Health Services Management, and Albania’s Institute for Public Heaith to
institutionalize health management training for general practitioners. The Romanian Institute, a graduated
partnership, is playing a major role in reforming the hospital payment system to reduce the huge
payments to hospitals for performing abortions and to pay instead for family planning services provided by
primary care physicians. The LRC Information Coordinator at the Maternity Hospital in Tirana, Albania
learned about the use of a type of local anesthesia during deliveries. The Coordinator encouraged
physicians to use this method instead of general anesthesia on four patients. The physicians were
pleased with the method and plan hope to introduce it as standard practice in the hospital. in addition to
the Jower cost and ease of application, the new anesthesia method provides more comfort for women
compared with currently used proceduras and is safer for newborns.
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US Financing in Thousands of Dollars

" Europe Regional

ESF

180-0320 Health Promotion and Care AEEB CSH FSA
Through September 30, 2001

Obligations 30,054 570 1,400 820
Expenditures 26,235 0 1,400 0
Unliquidated 3,819 570 0 820
Fiscal Year 2002

Obligations 2,860 200 0 0
Expenditures 3,271 499 0

Through September 30, 2002

Obligations 32,914 770 1,400 820
Expenditures 29,506 499 1,400 0
Unliquidated 3,408 271 0 820
Prior Year Unobligated Funds

Obligations 227 0 0 0
Ptanned Fiscal Year 2003 NOA

Obligations 2,516 0 0 0
Total Planned Fiscal Year 2003

Obligations 2,743 0 0 0
Proposed Fiscal Year 2004 NOA

Obligations 2,855 0 0 0
Future Obligations 0 0 0 0
Est. Total Cost 38,512 770 1,400 820
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Data Sheet

USAID Mission: Europe Regional
Program Title: Social Sector Reform
Plllar: Demacracy, Conflict and Humanitarian Assistance
Strategic Objective: 180-0340
Status: Continuing
Proposed FY 2003 Obligation: $232,000 AEEB
Prior Year Unobligated: $38,000 AEEB
Proposed FY 2004 Obligation: $150,000 AEEB
Year of Initial Obligation: FY 2001
Estimated Completion Date: FY 2006

Summary: USAID's regional social sector program in Central and Eastern Europe includes analytical
work, technical assistance, and dissemination of best practices to: promote programs to protect
vulnerable groups; improve iabor markst function and education system reform at all levels; improve the
strategic approaches taken by missions to mitigate adverse social conditions and trends, which include
tracking key sociat indicators and benchmarking country performance, and facilitating the transfer and
sustainability of socia! sector reform efforts in countries preparing to graduate from USAID assistance.

inputs, Outputs, Activities:

FY 2003 Program:

Promote programs to pratect vulnerable ethnic or demographic groups ($75,000 AEEB). USAID will pilot
test a rapid, cost-effective methodology to identify and address issues negatively affecting youth.
Previously assumed to be untarnished by the communist legacy and ready champions of market-based
democracy, the youth population in the E&E Region has instead evinced high rates of unemployment,
drug use, crime, social disaffection, and reduced rates of educational attainment and civic commitment.
This rapid appraisal methodology will make it possibie for missions to hone in on specific crises affecting
young people in their country and develop targeted, effective interventions with the goal of improving
youth's adaptation and parlicipation in market-based democracies. Principal contractors mclude
International Science and Technology Institute (prime), Aguirre International {sub). .

Strategic analysis, support and coordination. ($157,000 AEEB). Program-funded technical staff carry out
critical strategic analysis on social sector topics and provide support to EE senior management, figid
missions and other Washington USAID operating units. In addition they will coordinate information on
social sector issues and programs with policy and pillar bureau colleagues, other U.S. government
agencies, other donor agencies, implementing partners and non-governmental organizations. A key
focus of staff will be on those field missions that are introducing, improving, or evaluating social transition
programs. Social transition staff will also give special attention to critical social problems that left
untreated could impede timely country graduation. Additionally, funds will support a second workshop in
the region to disseminate best practices in social sector reform; improve content on the ST website; and
track key indicators such as safety net performance, education, employment and income security, and
poverty. Principal contractors include: international Science and Technology Institute (prime), Aguirre
international (sub).

FY 2004 Program:

Strategic analysis, support and coordination (§150,000 AEEB). Staff will continue to provide strategic
guidance and technical assistance to field missions, as well as provide support to EE senior management
and Washington USAID operating units. Coordination with policy and pillar bureau colteagues, other U.S.
gavernment agencies, other donor agencies, implementing partners and non-governmental organizations
will be a continued priority.

221



in FY 2004, USAID will aiso complete a region-wide assessment to benchmark the status of social
transition indicators to guide further programming and facilitate the transfer and sustainability of social
sector reform efforts in countries preparing to graduate from USAID assistance. The resuits of this
assessment will be the subject of the third regional workshop and disseminated through the ST website.
Principal contractors are the International Science and Technology Institute (prime) and Aguirre
International {(sub).

Performance and Results: The results achieved under this objective improve the sustainability of
USAID's assistance in E&E counfries by helping to halt and eventually reverse the declines in living
standards experienced by citizens in the transition countries. In addition to reducing human suffering and
deprivation, strategic assistance in the social sectors increases public support for reform in among
citizens In countries who had been accustomed to relatively high levels of social services.

Two regional programs began multi-year activities with FY 2002 funding support. The International Youth
Foundation (IYF) has begun, under a major regional grant to the Balkan Children and Youth Foundation
(BCYF), to award sub-grants and buifd a network among promising local youth organizations in the
Balkans. The Center for Democracy and Reconciliation in Southeast Europe (CDRSEE) has begun a
project to produce teaching materials and scholarly papers that promote a more factually based, and less
biased understanding of the shared history of this conflict afflicted region. In FY 2003 CDRSEE wilt finish
producing the revised texts and in FY 2004 it will convene junior scholars from the region to complete its
dissemination and training using these history teaching materials.

The USAID-funded U.S. Department of Labor project will complete the institutionalization and transfer of
its employment generation models across five countries in Central and Eastern Europe (Bulgaria,
Hungary, Macedonia, Poland, and Romania) before September 30, 2003. it will leave in place a regional
task force to oversee its model implementation, a series of linked websites featuring manuals and best
practices, and a resource bank of local economic development and industrial adjustment specialists.

Representatives from five Central and East European missions (Croatia, Serbia, Bulgaria, Macedonia,

and Romania) attended the first ST workshop and contributed to discussions and presentations of best
practices, strengthening the basis for comparison of social indices across the region.
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US Financing in Thousands of Dollars

Europe Regional

180-0340 Social Sector Reform AEEB

Through September 30, 2001

Obligations 2,462
Expenditures 388
Unliquidated 2,076
Fiscal Year 2002

Obligations 3,807
Expenditures 2,570

Through September 30, 2002

Obligations 6,269
Expenditures 2,956
Unliquidated 3,313
Prior Year Unobligated Funds

Obligations as
Planned Fiscal Year 2003 NOA

Obligations 232
Total Planned Fiscal Year 2003

Obligations 270
Proposed Fiscall Year 2004 NOA

Obligations 150
Future Obligations 0
Est. Total Cost 6,689
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Data Sheet

USAID Mission: _ Europe Regional
Program Title: Cross-Cutting Programs
Piflar: Economic Growth, Agriculture and Trade
Strategic Objective: 180-0420
Status: Continuing
Proposed FY 2003 Obligation: ' $4,808,000 AEEB
Prior Year Unobligated: $3,646,000 AEEB
Proposed FY 2004 Obligation: $5,070,000 AEEB
Year of Initial Obligation: FY 1991
Estimated Completion Date: FY 2008

Summary: The USAID regional cross-cutting program support objective supports activities that
contribute to the achievement of other bureau objectives and agency initiatives. The objective comprises
the following key elements: training, values, program develop and support, and special activities.

Inputs, Outputs, Activities:

FY 2003 Program:

Training ($630,000 AEEB). Technical and administrative support is provided to all Europe missions for
training and partnership design, planning and administration, performance monitoring and evaluation, and
financial analysis and human capacity assessments, Training is also provided for program-funded staff
and partners in performance measurement and reporting and other aspects of assistance oversight.
Principal contractors are Aguirre International (prime) and the International Science and Technology
tnstitute (sub).

Values ($1,250,000 AEEB). USAID plans to provide procurement awards to qualified organizations to
implement innovative ideas that cultivate and strengthen universally recognized values that support
USAID goals and objectives in the region. The goal of this initiative is to achieve positive, lasting
attitudinal change, reflected in realizing more permanent advancements in soclal, economic and political
practices.

Values are the necessary underpinning for lasting reforms in promoting democracy, human rights,
religious freedom, free and open markets, anti-corruption efforts, and prevention of violence, and
reduction of conflict. Failure to focus more attention on cultivating values means that efforts to sustain
free societies in post-communist societies could be in vain. Examples of such values include human and
minority rights, respect for rule of law, honesty and truthfulness, strong business ethics, saving money,
truth in advertising, ending resentment and promoting reconciliation.

Program development and support ($2,778,000 AEEB). Funds will be used to assess particular transition
problems such as trafficking, and to evaluate the effectiveness of selected programs being implemented
in multiple countries in the region to share lessons leamed, improve effectiveness, and deepen an
understanding of the progress of transition. In addition, USAID will provide assistance through institutional
and personal services contractors (PSCs) to manage activities and to help field missions and their
partners design and manage their programs; to support the inter-agency costs of the regional services
center in Budapest and the Washington facility; and, through transfers to a USAID pillar bureau, to
support the work of HBCUs. As permitted by law, up to $500,000 of program funding may be transferred
to the Operating Expense account.

Special Activities ($150,000 AEEB). Funds are expected to be provided to the Hungarian American
Partnership Program (HAPI), an exchange program to build regional connections and share successful
approaches to economic and democratic transitions. This activity utilizes Hungarian expertise to transfer
knowledge on Hungary's successful economic and democratic transition fo other countries in the region.
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There are four primary areas of concentration; private financial sector, nonprofit NGO sector, media, and
reform of public finances.The principal grantee is the Foundation for the Development of Human Rights.

FY 2004 Program:

Use of funds in this objective in FY 2004 will be similar to uses in FY 2003. The estimated breakdown by
functional area is: training ($800,000 AEEB), values ($1,000,000 AEEB), program development and
support ($3,232,000 AEEB), and special activities ($38,000 AEEB).

Performance and Results: Under the values component of this objective, specific activities selected
organizations might implement could include innovative programs in anti-corruption, cessation of confiict,
promation of inter-religious dialogue, business ethics, corporate governance, anti-trafficking of persons,
and information technology/media professionalism. Typical results could be establishment of an ongoing
dialogue of recongifiation, joint projects started between previously feuding groups, reduction in number
of hate crimes, lower incidence of business and government corruption, reduction in trafficking of persons,
establishment of and enforcement of codes of conduct for professional associations, civil society
organizations, and government institutions, establishment and enforcement of regulatory bodies, and
greater public understanding of ethics in business and government.

Under the HAP! program, in FY 02, 266 participants from 12 countries benefited from exchanges on
common challenges. As an indication of the quality of this program approach, HAP! has leveraged over
$250,000 in program funding from the European Union and another UNHCR grant for refugees. Similar
results are anticipated in FY 2003.
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US Financing in Thousands of Dollars

Europe Regional

180-0420 Cross-Cutting Programs

AEEB

DA

Through Septembar 30, 2001

Obligations 63,697 3,042
Expenditures 57,955 3,041
tnliquidated 5,742 1
Fiscal Year 2002

Obiligations 3,746 0
Expenditures 4,408 0
Through September 30, 2002

Obligations 67,443 3,042
Expenditures 62,363 3,041
Unliguidated 5,080 1
Prior Year Unobligated Funds

Obligations 3,646 0
Planned Fiscal Year 2003 NOA

Obligations 4,808 0
Total Planned Fiscal Year 2003

Obligations 8,454 0
Proposed Fiscal Year 2004 NOA

Obtigations 5,070 0
Future Obligations 0 0
Est. Total Cost 80,967 3,042
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Eurasia

PROGRAM SUMMARY
(in thousands of dollars)
A nts FY 2001 FY 2002 FY 2003 FY 2004
ccou Actual Actual Prior Request Request
Child Survival and Health Programs Fund 6,012 0 0 01
FREEDOM Support Act 808,218 784,000 755,000 576,000
Emergency Response Fund - FSA/NIS 0 64,000 0 ]
Supplemeantal - FSA/NIS 0 110,000 0 0
PL 480 Titie Il 25,079 29,377 0 10,400
Total Program Funds 839,309 987.377 755,000 586,400
Deputy Assistant Administrator,
Gloria Stesle
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Armenia

The Development Challenge: Armenia’s socio-economic and democratic transition has been hampered
by the legacy of central planning, severe economic shocks arising from the collapse of the USSR, and
retuctance of national decision makers to undertake critical reforms to restructure the economy. In the
political sphere, fiawed presidential elections in 1996 and 1988 contributed to widespread public cynicism.
Government of Armenia (GOAM} inability to address many key social safety nat issues and a lack of
citizen involvement in the policy dialogue process have sustained this cynicism. The key political party in
the coalition that supports the president won a large majority of the Ociober 2002 local government
elactions, and opposition leaders have accused this party of numerous, widespread election irregularities.
An additional impediment to Armenia’s emergence as a free market democracy has been the ongoing
conflict with Azerbaijan over the predominantly ethnic Armenian enclave of Nagormo-Karabakh (NK). As
a result of this conflict, Azerbaijan and Turkey imposed blockades across the borders they share with
Armenia. The blockades have produced regional isolation, and this has significantly affected Armenia’s
economic development, since Turkey and Azerbaijan offer important trade routes and should be
significant trade partners. Successful resolution of the situation wouid aliow the reapening of trade
routes, making Armenia more attractive to potential investors.

Government data show an increase of 11 percent in gross domestic product (GDP) for the first nine
months of 2002, with an especially large increase in construction and manufacturing sectors. By the end
of 2002, Armenia’s inflation rate was well below the three percent target. Exports are growing rapidly and
the externai deficit should narrow significanily. The trade deficit for January - September 2002 contracted
by 16.1% compared with the same period the previous year, amounting to but $318.9 million. Official
unemployment decreased from 10.9% in 2000 to 10.1% in 2001 and 9.5% (January - September 2002) in
2002, although these figures do not include underemployment and are widely thought to underestimate
the actual level, estimated at tripie the official figure. Daspite the steady macroeconomic progress
reflected in consistently high growth and low inflation rates, the standard of living for Armenians in poverty
is not improving. Fifty one percent of Armenians live below the poverty line, with 16% considered
extremely poor and spending less than $22 a month.

The issue of corruption is one of the most acute problems in Armenia. There is an imbalance of power
between the three branches of government resufting from a lack of effective checks and bailances,
leading to Executive Branch domination. This is compoundead by a fusion of political and economic power
within the Executive Branch that blurs the line between public and private sectors, enabling the
widespread corruption evident in Armenia today.

Since its independence, Armenia has emerged as a strategically important country in the Caucasus, and
its progress towards becoming a stable, European-oriented, democratic country with a transparent,
market-based economy is important to U.S. security and economic interests in the region. In addition, a
settlement of the NK conflict and a rapprochement between Armenia and Turkey are both important U.S.
foreign policy goals. U.S. ties to Armenia are many and varied, ranging from the cu'tural bond of the large
Armenian-American Diaspora community to diverse personal connections, commercial interests, and
broader poiitical relationships.

The USAID Program: USAID assistance focuses on: restructuring the economy, developing the private
sector, reforming the energy sector to promote economic and environmental sfficiency, strengthening
democratic governance, improving social welfare and health systems, and reducing the number of
famities living in temporary sheiters as a result of the 1988 earthquake, USAID's cross-cutting program
supports efforts under these program areas, inciuding a human capacity development activity, a regional
program on water management issues, and a grants program to promote economic growth, good
governance, civil society, and the media. USAID has provided some humanitarian assistance, primarily
targeting the most vuinerable populations and the victims of the 1988 earthquake. While USAID’s
assistance has contributed to the iegisiative framework necessary for a democratic, law-based, market
economy, the implementing institutions still lack the capacity to carry out and enforce their mandates.
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Therefore, much work remains to be done in order to help Armenia achieve prosperity for many of its
citizens.

Other Program Elements: In addition to the FSA-funded elements of the bilateral program described in
this document, USAID is carrying out a farmer-to-farmer assistance program in Armenia that provides
short-term, U.S. volunteer technical assistance to increase farming and agribusiness productivity and
incomes.

Other Donors: The United States is the largest bilateral donor. The second largest bilateral donor is
Germany (private sector, small and micro enterprise development, export promotion, infrastructure
development, public administration, and education). Other bilateral donors include France {education and
culture), United Kingdom (public sector reform, civil society, and support for the nationa! census), the
Netherlands (agribusiness), Japan (private sector development and technical assistance), and ltaly
{health and culture). The largest multilateral donor is the World Bank (WB) (natural resource management
and poverty reduction, foreign investment and export promotion, information technologies, economic
infrastructure, education, health, social sector, agricultural reform, municipal development, transport, and
judicial reform). WB and USAID activities complement each other's efforts in most sectors -- particularly
social, judicial reform, and information technologies development. Other multilateral donors include (a)
the International Monetary Fund (macroeconomic poficy); (b} the United Nations network of agencies -
United Nations Development Program (poverty reduction, democracy and governance, posi-Crisis
management, infrastructure, and information technologies), United Nations High Commission for
Refugees (refugee support), United Nations International Children's Emergency Fund (health and
education), World Food Program and World Health Organization; (¢} European Union {civil society, social
sectors, energy, education, private sector development, land titling and registration, agriculture, statistics
and transport); and (d) European Bank for Reconstruction and Development (enterprise credit and
energy). Most donors participate in formal monthly donors’ meetings, co-chaired by the WB, UNDP and
USAID. Over 20 sector-specific theme groups meet periodically as weill, reporting critical technical and
policy information to the donor coordination group. There are also several Armenian Diaspora donors,
the largest of which is the Lincy Foundation (road network, Yerevan public works restoration and
improvements, tourism, and earthquake recovery}. The Soros Foundation is also active in Armenia {civil
society, education, public health, cuiture, media, and judicial reform).
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Armenia

PROGRAM SUMMARY
(In thousands of dollars)
FY 2001 FY 2002 FY 2003 FY 2004
Accounts Actual Actuat Prior Request Request
FREEDOM Support Act 90,811 50,200 70,000 48,500
PL 480 Title i 742 911 0 0
Total Program Funds 91,553 91,111 70,000 49,500
STRATEGIC OBJECTIVE SUMMARY

111-0130 Economic Restructuring

FSA | 15,350 15,800} 14,306/ 12,162
111-0150 Energy Sector Reform

FSA 1 8,000] 2,600] 8,524 5,725
111-016Q Water Management

FSA - 1 500} 2,400{ 2,190} 2,170
111-0210 Democracy and Governance

FSA 1 8,475| 9,450] 6,757| 6,100
111-0340 Social and Health Sactars

FSA | 14,472] 15.471] 9,973| 7,858
111-0411 Earthquake Zaone Recovery Program

FSA 1 6,950| 5,113] 2,563 0
111-0420 Cross-Cutting Programs

FSA { 5,444] 4,882] 4,287| 3,405
TRANSFER

FSA 1 32,620 34,484 23,400 12,080
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Data Sheet

USAID Mission: Armenia
Program Title: Economic Restructuring
Plllar: Economic Growth, Agriculture and Trade
Strategic Objective: 111-0130
Status: Continuing
Proposed FY 2003 Obligation: $14,306,000 FSA
Prior Year Unobligated: $6,714,000 FSA
Proposed FY 2004 Obligation: $12,162,000 FSA
Year of Initial Obligation: FY 1999
Estimated Completion Date: FY 2004

Summary: USAID’s pregram to facilitate the growth of a competitive private sector includes training,
technical assistance, grants and fimited commodity support (a) to foster the development of a policy,
legal, and institutional environment conducive to private sector activity; (b) to increase access to financial
capital for Armenian companies and entrepreneurs; and (c) to increase the capacity of private enterprises
in selected sectors to conduct business.

Inputs, Qutputs, Activities:

FY 2003 Program:

Strengthening policies, laws, and institutions for private sector activity ($5,545,000 FSA). USAID is
working to strengthen and make more transparent tax, fiscal, and customs regimes by: facilitating 2 more
efficient tax administration with a high level of taxpayer compliance; creating a modernized customs
administration; reforming fiscal reiations between the central government and the municipalities; and
strengthening budget and accounting systems. USAID is also providing support to strengthen the abilities
of accountants and auditors working in the private sector. USAID will launch a new commercial law
activity to facilitate lsgal and regulatory reform efforis intended to improve the commercial environment for
trade, investment, and economic growth including enhancements to collaterai, company and contract
laws, banking, and inteliectual property rights. Principal contractors/grantees are: BesaringPoint and
Institute of Chartered Accountants of Scotland (primes), and Metamaetrics (sub).

Access to financial capital ($1,888,000 FSA). USAID is facilitating the development of capital market
institutions that meet internationally accepted standards, helping to create a cadre of professionally
competent brokers/dealers, and working to strengthen the capacity of the Armenian Development Agancy
to increase foreign direct investment for Armenian enterprises. USAID will continue to work with the
Central Bank to adopt risk-based supervision practices employed in developed countries. In addition,
USAID will initiate 2 new program to strengthen micro-enterprises that will include a compoenent to provide
small loans for working capital. Principal contractors/grantees are: IBM Business Consulting Services
and BearingPoint (primes), and Metametrix (sub}.

Technical assistance to micro, small, and medium enterprises ($6,873,000 FSA). USAID's program
focuses on strengthening the capacity of private enterprises in selected sub-sectors, including information
technology (IT), agribusiness, and tourism, to explore and Identify new business opportunities and
ultimately to create new jobs. USAID aiso will launch a new program to help micro-enterprises sirengthen
and expand their businesses. Principal contractors/grantees are: International Executive Service Corps,
Development Alternatives, Inc., and SETA Corporation {primes)}.

FY 2004 Program:

Strengthening policies, laws, and institutions for private sector activity ($6,442,000 FSA). USAID intends
to continue those activities described for FY 2003. For commercial law, the smphasis may shift more
towards strengthening institutions that implement commercial laws and policies rather than on legislative
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drafting. In addition, USAID pians to complete activities for private sector accountants and may initiate a
new program to strengthen government accounting procedures.

Access to financial capital ($2,276,000). USAID intends to continue the activities described for FY 2003.

Technical assistance to micro, small, and medium enterprises ($3,444,000 FSA). For small and medium
enterprises, USAID intends to launch a new program that will target those sectors determined to have the
greatest potential to provide for expansion and increased incomes. Pending the result of an assessment,
USAID may launch a new program for labor markets that could focus on factors affecting current and
projected demand for labor, obstacles to job seeking, and preparedness of the labor force.

Parformance and Results: In FY 2002, small and medium enterprises receiving USAID assistance
significantly increased their sales by $8.7 million, which was more than double the target of $4 million. As
a result, they were abte to hire over 2,000 new employees and exported $1.7 million more in FY 2002
than in FY 2001. USAID also provided extensive support to the GOAM working group addressing
customs issues refated to World Trade Crganization (WTQ) accession. As a result of this assistance, the
National Assembly passed all amendments required to bring Armenia closer to firal WTO accession,
which occurred in December 2002. USAID assistance in reforming tax and customs legislation and
administration lad to a significant increase in tax revenues as & share of gross domestic product (GDP),
rising from 14.4% in 2001 to 16.3% in 2002. This increase was especially significant in terms of actual
monetary collections, as GDP itself rose by over 9% during FY 2002. Other key results include: the
creation of a specialized Economic Court, a reorganization within the Central Bank's Supervision
Department that increased efficiency of operations; the creation of a new certification for accountants that
is fully compliant with international Federation of Accountants’ standards; and an increase in contacts
between Armenian and foreign enterprises that will contribute to increased exports of Armenian products.

Continued progress in this objective will create a legal and regulatory snvironment that will encourage

greater foreign direct investment and encourage Armenian enterprises to move from the shadow
economy to businesses that are registered and paying appropriate taxes.
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US Financing in Thousands of Dollars

Armania
111-0130 Economic Restructuring ESF FSA
Througl Septamber 30, 2001
Obligations 674 124,429
Expenditures €74 104,960
Unliquidated 0 19,469
Fiscal Year 2002
Obligations 0 16,569
Expenditures 15,802
Through September 30, 2002
Obligations 674 140,908
Expenditures 674 120,762
Uniiquidated o 20,236
Prior Year Unobligated Funds
Obligations 0 8,714
Planned Fiscal Year 2003 NOA
Obligations 0 14,3086
Total Pianned Fiscal Year 2003
Obligations 0 21,020
Proposed Fiscal Year 2004 NOA
Obligations 0 12,182
Future Obligations 0 10
Est. Total Cost 674 174,180
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Data Sheet

USAID Mission: Armenia
Program Tltle: Energy Sector Reform
Piliar; Economic Growth, Agriculture and Trads
Strategic Objective: 111-0150
Status: Continuing
Proposed FY 2003 Obligation: $6,524,000 FSA
Prior Year Unobligated: $2,685,000 FSA
Proposed FY 2004 Obligation: $5,725,000 FSA
Yeoar of Initial Obligation: FY 1899
Estimated Completion Date: FY 2004

Summary: USAID's energy sector program provides technical assistance and fraining to address the
economic and environmental effects of energy management, to promote cross-horder cooperation, and to
support facilitation of the closure of tha Metzamor Nuclear Power Plant (MNPP). Specifically, the
program supports legai and regulatory strengthening and commaercialization, privatization and investment
attraction, energy efficiency and demand-side management, renewable enargy resource development,
and expansion of the energy service companies (ESCOs).

inputs, Outputs, Activities:

FY 2003 Program:

Private sector participation in energy sector ($2,740,000 FSA). USAID will provide support, in close
collaboration with the World Bank and other donors, for the effective implementation of the Government of
Armenia’s privatization program, including the electricity distribution company and hydro-generation.
Technical assistance and training will focus on strengthening the capacity of the independent Armenian
Energy Regulatory Commission (AERC) to issue licenses to sector entities and monitor their enforcement
effectively, to maintain cost-based tariffs, and to formulate and promulgate the implementation of
regulations required under the Energy Law as the legal basis for an effective, regulated power market.
Principal contractors/grantees are; PA Consulting, Advanced Engineering Associates international,
Natlonal Association of Regulatory Utility Commissioners, and United States Energy Assoclation (primes).

Economic and environmental efficiency (82,479,000 FSA). In addition to collaborating with the AERC to
ensure that market-driven tariffs are in place in order that actual tariffs meet sector entity needs for full
cost recovery, USAID will work with snergy sector entities to strangthen their commercial operations in
anticipation of their sale 1o the private sector or the introduction of management contracts with private
sactor cperators. This involves efforts to ensure that all energy sector companies are using international
accounting standards as well as demonstration and development of customer billing and information
systams. Working with key GOAM and other sector stakeholders, USAID will help to develop policies
that promote more environmentally sound energy use; it will also develop a pipeline of energy efficiency
pliot projects that demonstrate reduced end-use demand through enhanced efficiency which can replace
expensive new generation investments. Principal contractors/grantees are: PA Consulting, Advanced
Engineering Asscciates International, and Alliance to Save Energy (primes).

Diversified energy sources (§1,305,000 FSA). This program supports development of projects for
alternative alectricity generatlon that would help diversify Armenia’s energy sector away from its current
over-reliance on imported gas and nuclear fuel and support the GOAM in moving to close the MNPP.
Despita the serlous constraints posed by the current regional political situation, USAID also supports
attempts to increase technical-level dialogue among regional sector specialists and enhance svstem
officiency through increased trade. Principal contractors/grantees are: PA Consulting, Advanced
Engineering Assoclates International, and National Renewable Energy Laboratory (primes).

FY 2004 Program:
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Private sector participation in energy sector ($1,975,000 FSA). USAID intends to continue the activities
described for FY 2003. However, there will be decreasing emphasis on privatization activities for existing
public sector entities, a shift in focus to opportunities for smali-scale hydro development, and limited
transition support for recently privatized entities. Technical assistance and training will strengthen
AERC's capacity to maintain cost-based tariffs and to formulate and effectively monitor enforcement of
the power market and its members. '

Economic and environmental efficiency ($2,503,000 FSA). USAID intends fo continue the activities
described for FY 2003, with an increased focus on developing effective demand for and supply of energy
efficiency projects and building up a sustainable market for reduced end-use energy demand on the basis
of pilot demonstration activities. To support the build up of a market for energy efficiency as a key
element of Armenia's strategy to enhance energy security and to obviate the need for expensive new
generation investments needed to close the MNPP, USAID will work with key GOAM and other sector
- stakeholders to develop and implement a set of policies that promote more environmentally- sound
energy use.

Diversified energy sources ($1,247,000 FSA). USAID intends to continue activities described for FY 2003

Performance and Results: In FY 2002, electric sector collected income as percent of revenue
requirements improved from the previous year's level of 70% to 76%, yet fell short of the targeted level of
83%. Excess line losses (i.e., theft of electricity from transmission and distribution systems) declined from
14% to 10%. This last result is largely attributable to USAID's assistance through its $15 miliion Power
Sector Metering Project; the data acquisition system associated with this project was brought into full use
to manage transmission system losses. Electric and gas sector energy consumption per unit of gross
domestic product in 2002 was 0.69, which marked a substantial decline from its 2001 level of 0.79 and
exceeded the target of 0.73 (lower is the aim). Finally, in 2002 the electricity distribution companies were
consolidated into a single entity and privatized by sale to Midland Resources Holding. Although the
precise nature of the tender and sale process did not meet USAID and other donor standards for
openness and transparency, the purchaser did demonstrate reasonably strong commercial behavior in
closing the sale. Also, the terms of the share purchase agreement and issuance of the license were in
line with recommendations by USAID and other donors. Additional Key results included: assisting the
AERC to develop draft Market Rules for the wholesale power market;, developing a pipeline of 17 energy
efficiency and renewable energy pilot projects; conducting a wind energy resources assessment,
continuing partnership development with the US energy industry, and initiating participation of
municipalities in the energy efficiency network for Eastern Europe and the New Independent States.

Caontinued progress in this objective will support economic growth and competitiveness, reduce negative
sector environmentai effects and prormote sustainable energy management, help Armenia to address key
energy security concerns, and support the United States's objective of facilitating the closure of the
MNPP,
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US Financing in Thousands of Dollars

Armenta
111-0150 Energy Sector Reform ESF FSA
Through September 30, 2001
OCbligations 339 92,776
Expenditures 33g 75,566
Uniiquidated 0 17,210
Fiscal Year 2002
Obligations 0 1,710
Expenditures 0 7,659
Through September 30, 2002
Obligations 339 94 486
Expenditures 339 83,125
Unliquidated : 0 11,361
Prior Year Unobligated Funds
Obligations 0 2,665
Planned Fisca! Year 2003 NOA
Obligations 0 6,524
Total Planned Fiscal Year 2003
Obligations ' 0 9,189
Proposed Fiscal Year 2004 NOA
Obligations 0 : 5,725
Future Obligations 0 0
Est. Total Cost 339 109,400
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Data Sheet

USAID Mission: Armenia
~ Program Title: Water Management
Pitiar: Economic Growth, Agriculture and Trade
Strategic Objective: 111-0160
Status: Continuing
Proposed FY 2003 Obligation: $2,190,000 FSA
Prior Year Unobligated: $2,312,000 FSA
Proposed FY 2004 Obligation: $2,170,000 FSA
Year of initial Obligation: FY 1999
Estimated Completion Date: FY 2004

Summary: USAID's program for sustainable water resources management is designed to address some
of the more severe consequences of environmental degradation in Armenia. In particutar, it focuses on
improving the nationat policy framework and institutions for water management, rehabilitating selected
elements of the water quality and gquantity monitoring systems, and providing support to local-level
initiatives to develop capacity and implement market-based solutions to water management problems.

Inputs, Outputs, Activities:

FY 2003 Program:

National policy and institutional framework for water management ($760,000 FSA). USAID will support
the development of regulations and sub-laws and work to strengthen the capacity of the associated
institutional structures required to begin effective implementation of the newly enacted Water Code. In
particutar, USAID will provide training and technical assistance to help develop the organization, staff, and
methodological systems for the Water Resources Management and Protection Agency (WRMPA) of the
Ministry of Nature Protection, which has the role of issuing water use and quality protection permits.
USAID will provide logistical support to the National Water Council as well as technical assistance and
training to the agencies the Council designated to develop policies and legisiation in areas of water
system management and regulation. USAID will also provide support to decentralized water basin
management bodies that have a new and key role to play in the Water Code’s system of integrated water
management and planning. Principal contractor/grantee is: Associates in Rural Development (prime).

Water monitoring systems ($1,093,000 FSA). USAID will provide equipment, renovate facilities, carry out
training, and furnish technical assistance to ensure restored and enhanced monitoring capabilities for 29
water quality parameters at 65 key sites in the Lake Sevan-Hrazdan River basin system, including at the
regional and central environmental monitoring laboratories. Renovations and upgrades for monitoring
water quantity flow and depth will be completed at ten hydro-posts, in particular at 1) the Arpa tunnel
inflow to Lake Sevan, 2) the outflow from Lake Sevan, 3) the major tributary to the Hrazdan River below
Yerevan, 4) the point where the Hrazdan River flows into the Araks River, 5) three border posts along the
Akurian and Araks rivers, and 8) the three posts on the Debed-Khrami Basin. USAID is supplying a
limited number of water meters to wholesale water supply companies, along with enhanced accounting
and customer billing and information systems; this will assist them in more effectively managing bulk
water supplied to irrigation and drinking water distribution companies and to gauge their readiness to
develop enbhanced commercial operations in  support of eventual privatization. Principal
contractors/grantees are: Associates in Rural Development and Development Alternatives, Inc. (primes).

Stakehoider participation in integrated resources management ($337,000 FSA). To support
strengthening local capacity in water resources management, USAID awarded grants in the foliowing
areas: public awareness; lake and river clean-up; development of a model waste water treatment system
for industrial pollution; alternative water facility and bio-gas regeneration for livestock operations; and
enhancement of women's participation in water management for irrigation use. These grants will be
implemented during FY 2003. Additional public outreach activities and local capacity building are being
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implemented to support decentralized integrated river basin management in the Debed-Khrami Basin.
Principal contractors/grantees are: Associates in Rural Development and Development Alternatives, Inc.
{primes).

FY 2004 Program:

National policy and institutional framework for water management ($489,000 FSA). USAID intends to
continue the activities described for FY 2003, with an emphasis on strengthening capacity at the WRMPA
and providing targeted assistance on policy and program implementation to the water system
management and regulatory entities. USAID also plans to continue to provide institutional-strengthening
and capacity-building support to decentralized Water Basin Management entities.

Water monitoring systerms ($1,314,000 FSA). USAID intends to continue the activities described for FY
2003. It plans to complete current support for rehabilitation of water quantity and quality monitoring
systems and increase its focus on working o implement metering activities to support commercialization
and privatization efforts of water supply companies.

Increase stakeholder participation in integrated resources management ($367,000 FSA). USAID intends
to continue the activities described for FY 2003.

Performance and Results: In FY 2002, substantial progress was made in improving the national policy
and institutional framework for sustainable integrated water resources management. In particular, USAID
provided key technical assistance to support development of a new, model “Water Code of the Repubiic
of Armenia” that became effective in October 2002. Further support was provided in developing
regulations and sub-laws to implement the new Water Code, including decrees on establishing the
WRMPA and on rationalizing water monitoring in the new Hydrological and Environmental Monitoring
Agency. In addition, assistance helped strengthen the institutional capacity of other key Government of
Armenia agencies to impiement the new Water Code, including the State Committee on Water
Management and the proposed water regulatory agency. Working to rehabilitate selected water quality
and gquantity monitoring systems, key counterparts finalized the water monitoring plan, under which
USAID proposes to equip, renovate, and provide training to upgrade capacity for monitoring 25 water
quality parameters at 65 sites in the Sevan-Hrazdan Basin and quantity flow and depth measurement at
ten hydro posts. Upgrades were compieted at the seven posts in the Sevan-Hrazdan and Debed-Khrami
basins. In support of strengthening local participation in integrated water management, the first round of
locatl initiative grants was completed; four local capacity-building grants are now under implementation.
Additional local-level support is belng provided for public outreach and local capacity-building to support
decentralized basin management in the Debed-Khrami Basin.

Continued progress in this objective will 1) support Armenia’s economic growth by promoting integrated

and sustainable management of a key, scarce naturai resource and 2) help to address fundamental
causes of the severe ecological effects of historically weak water management.
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US Financing in Thousands of Dollars

Armenia
111-0180 Water Management FSA
Through September 30, 2001
Obligations 2,812
Expenditures 1,458
Unliquidated 1,354
Fiscal Year 2002
Obligations 2,438
Expenditures 1,286
Through September 30, 2002
Obligations 5,250
Expenditures 2,744
Unliquidated 2,506
Prior Year Unobligated Funds
Obligations 2,312
Planned Fiscal Year 2003 NOA
Obligations 2,190
Total Planned Fiscal Year 2003
Obligations 4,502
Proposed Fiscal Year 2004 NOA
Obligations 2,170
Future Obligations 0
Est. Total Cost 11,922
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Data Sheet

USAID Mission: Armenia
Program Title: Democracy and Governance
Piliar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 111-0210
Status: Continuing
Proposed FY 2003 Obligation: $6,757,000 FSA
Prior Year Unobligated: $4,010,000 FSA
Proposed FY 2004 Obligation: $6,100,000 FSA
Year of Initial Obligation: FY 1989
Estimated Completion Date: FY 2004

Summary: USAID/Armenia’s democracy program seeks to achieve more transparent, accountable, and
democratic governance by focusing on the following program areas: citizen participation, civil society/non-
governmental organization strengthening, non-State media, local governance, legislative strengthening,
rule of law, and anti-coiruption.

Inputs, Qutputs, Activities:

FY 2003 Program:

Increasing civic participation ($3,643,000 FSA). In order to address public cynicism, USAID will promote
increased citizen participation in the decision-making process through grassroots outreach. Working with
the Government of Armenia, USAID will develop additional teaching materials for civic education courses
in secondary schools, expand extra-curricular civic activities, and incorporate civic education into the
curriculum of the pedagogical institutes. USAID will continue technical assistance to strengthen non-
governmental organizations (NGOs) and expects to award grants to 77 NGOs, including watchdog NGOs
implementing anti-corruption programming. USAID will deveiop wvoter education materials, train
journalists on election coverage and judges in electoral adjudication, organize candidate debates, and
increase transparency of election administration. USAID will continue supporting discussion groups,
initiative groups, civic action groups, and town hall meeatings that bring together citizens and government
officials to solve community probiems. Principal contractors/grantees are: World Learning, the
international Foundation for Eiection Systems, the National Democratic Institute, and Junior Achievement
International {primes).

Strengthening non-state media ($1,356,000 FSA). Enhancing the professionalism and financial viabiiity
of Armenia's independent media outlets will continue to be an area of focus. Some 300 journalists,
editors, and managers witl be trained through programs in business management, fact-based journalism,
and investigative journalism. USAID will also support technical assistance for reforms to create a more
enabling legal framework for the media sector. Principat contractors/grantees are: Internews and
International Research and Exchanges (primes).

Rule of lawf/governance ($1,758,000 FSA}. Local government strengthening wiil continue with an
emphasis on legal and regulatory reform, capacity fortification, and increased responsiveness to and
interaction with citizens. USAID wili expand the number of pilot cities receiving assistance and intensify
technical assistance to pilot cities that show progress. Under the new Armenian Legislative
Strengthening Program, USAID will continue providing technical assistance to 1) strengthen the internal
capacity of the National Assembly to support legislative processes, 2) enhance constituency relations and
outreach, and 3) increase public and media access to information about the National Assembly. In ruie of
faw, USAID will work with law schools, bar associations, the judges’ association, and the courts to
strengthen existing codes of ethics; and it will provide training in substantive areas of law to enhance
professional skilis and standards. Principal contractors/grantees are: Urban Institute, Development
Associates, Inc., the American Bar Association/Central European and Eurasian Law Initiative (primes),
and Development Alternatives, inc. (sub).
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FY 2004 Program:
Increasing civic participation ($2,298,000 FSA). USAID intends to continue promoting grassroots
outreach, the strengthening of NGOs, and civic education to increase citizen participation. The focus of
the work with NGOs will be technical assistance and grants to the more edvanced and those that are
advocacy-oriented.

Non-state media ($940,000 FSA). USAID pians to consolidate technical assistance to non-State
television and radio stations, newspapers, and news cutlets.

Rule of law/governance ($2,862,000 FSA). USAID plans to continue efforts to promote the rule of law and
combat corruption. Besed on the success of legislative-strengthening and local government capacity-
building programs, USAID will determine how to proceed with further assistance in these areas.

Performance and Results: USAID activities succeeded in enhancing citizens' understanding of their
rights and responsibilities by engaging nearly 30,000 citizens in FY 2002 in dialogue and action groups on
issues of concarn to citizens, including the legal system, community needs, human rights, tax legisiation,
and the means with which to engage local government officlals. USAID also supported programs that
enhanced the understanding of the rights and responsibllities of youth. Over 1,400 additional teachers
were trained to teach courses in human rights, civic education, the responsibilities of the State, and the
law. As a result, all secondary schools in Armenia now have trained teachers teaching civic education
courses. USAID support for NGOs resulted in increased institutional capacity and more effective
government engagement in policy dialogue; e.g., NGO advocacy resulted in changes to various
legislation and policies. Support for print and broadcast media enhanced independent media outlets'
professionaiism and improved their prospects for financial viability. Over 350 journalists, editors, and
managers were trained. The impact of this training is evident. Specifically, during 2002, news quantity
(hours of news time) and financia! viabillty of non-governmental television stations increased by 53% end
17% respectively. As a direct result of USAID training, 20% of statlons started new programs, such as
talk shows, public educational programs, and regional news exchanges; 15% of TV and radio stations
reorganized their newsrooms; and 25% of trainees were promoted to positions with more responsibility
and editorial control.

To strengthen local government and make it more responsive to citizens, USAID's local government
activity is facilitating fiscal and administrative decentralization and more responsive local governance.
USAID comments on the draft Lew on Apartment Building Management were incorporated Into the law,
Through increased numbers of town hall meetings, local government officials ere becoming more
responsive to their citizens. In order to make governance at the national level more transparent and
effective, USAID's assistance to the National Assembly helped to establish a non-partisan Research and
Analysis Working Group that wiil 1) coordinate ail research and analysis provided to the parliament, 2)
consider budgetary Implications of draft legislation, and 3) ensure the harmonization of draft legisiation
with existing laws. For the judiciary, in FY 2002, through training for legal professionals, judges, and court
administrators, USAID strengthened the substantive legal skills of professlonals, familiarized judges with
the legal implications of Armenia's accession to the Councll of Europe, and improved the efficiency and
trangparency of court management. In a significant step toward Increasing transparency, USAID, In
conjunction with the Judiciary, published ell decisions of the Court of Cessation and selected decisions of
the Economic Court of Armenia. The decisions are alsc being posted on the Internet. Through legal
rasource centers, USAID has made legal information more widely accessible end, through legal aid
centers, has helped make legal services avaliable to the most vulnarable. USAID also facilitated outreach
to citizens on the constitutional amendment process.

With the completion of this program, USAID expects 1) enhanced citizen participation In policy
development, 2) increased oversight of government through NGOs, 3) greater community invoivemnent
and advocacy, 4) better availabllity and quality of news through improved print, television, and radio
media outlets, 5) more responsive and effective local governments and the parllament, and 8) a more
transparent, dependable, and effective legal system.
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US Financing in Thousands of Dollars

Armenia
111-0210 Democracy and Governance FSA
Through September 30, 2001
Obligations 41,660
Expenditures 31,879
Unliquidated 9,081
Fiscal Year 2002
Obligations 8,867
Expenditures 8,056
Through September 30, 2002
Obligations 50,517
Expenditures 38,735
Unliguidated 10,782
Prior Year Unobligated Funds
Obligations 4,010
Planned Fiscai Year 2003 NOA
Obligations ' 6,757
Total Planned Fiscal Year 2003
Obligations 10,787
Proposed Fiscal Year 2004 NOA
Obligations ' 6,100
Future Obligations 0
Est. Total Cost 67,384
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Data Sheet

USAID Mission: Armenia
Program Title: Social and Health Sectors
Piliar: Global Health
Strategic Objective: 111-0340
Status: Continuing
Proposed FY 2003 Obligation; $9,973,000 FSA
Prior Year Unobligated: $2,094,000 FSA
Proposed FY 2004 Obligation: $7.858,000 FSA
Year of Initial Obligation: FY 1999
Estimated Completion Date: FY 2004

. Summary: USAID's social sector program seeks to sitrengthen and assure the sustainability of key
aspects of the social safety net and health care systems, while providing urgently needed services to the
most vulnerable in selected regions of the country. Specifically, USAID provides technical assistance,
training, and commeodity support to: improve the efficiency of social and health care systems and the
quality of services provided; reform the social safety net at the macro level, e.g., pensions, unemployment
benefits, and health finance reform; better the targeting and delivery of government-funded social welfare
payments and free or subsidized primary health care services; and introduce new, more sustainabie
approaches for non-governmental organizations (NGOs) to provide services necessary to meet basic
health and nutrition needs.

Inputs, Outputs, Activities:

FY 2003 Program:

Social and health service delivery and finance systems ($3,217,000 FSA). In FY 2003, USAID wili
continue to expand existing activities, focusing on supporting systemic change within Government of
Armenia's institutions that are responsible for delivering health and social services. This will include
ensuring that the legal and regulatory framework for sustainable financing of health service delivery and
sacial services, inciuding pensions and unemployment, is in place. The implementation of the Personal
Code System (each person in Armenia will be assigned a number, equivalent to a social security number
in the United States) wiil start in January 2003. The Personal Code System is linked to reforms in social
insurance, social assistance, and health care finance and case management. The health information
system, designed by USAID in FY 2002 to assist the Ministry of Health to manage the country’s health
system, will be implemented. With suppart from USAID, it is anticipated that the National Assembly will
pass the Mandatory Health Insurance Law in early 2003 that includes steps necessary to prepare the
mechanisms and regulations for phasing in a national system. Pilot testing of the prototype personified
reporting system (the collection system for the social insurance contribution for each individual) will begin
in May 2003. National policies and service delivery protocols for maternal and newborn care will be
finalized. Principal contractors/grantees are: PADCO and Intrah (primes).

Health and social services ($4,433,000 FSA). Four independent Family Group Practices pilot sites will be
establisned in FY 2003. A pilot Integrated Social Service Center will be renovated and made fully
operational, and lessons learned will be applied in other locations. The unified curriculum for family
medicine will be completed. Activities to improve the performance of primary health care providers
include opening five rural practitioner training centers. Service delivery activities will include the provision
of health services to remote rural populations. USAID will continue its Health Partnerships Program,
which links Armenian and American health institutions with the goal of improving guality of primary health
care services. In FY 2003, USAID will implement bridging activities in HIV/AIDS/Sexually Transmitted
infections (ST!) that will provide support for USAID's long-term HIV/AIDS/STI strategy (FY 2004-2008).
The bridging activities wil! include behavior change communication programs for new military recruits,
development of voluntary counseling guidelines, and training activities for counseling on HIV/AIDS/STI
and treatment of STI. Building capacity in the non-governmental sector in order to expand its participation
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in the delivery of social and health sarvicas will continue in FY 2003. An initiative focusing on the role of
primary heaith care providers in addressing gender-based violence will be implemented. Principal
contractors/grantees are: PADCO, Intrah, World Council of Hellenes Abroad, Armenian Assembly of
America, United Methodist Committee on Relief, and American International Health Alliance (primes); Abt
Associates and International Relief and Development (subs).

Nutrition and short-term employment for the needy ($2,323,000 FSA). USAID-supporied activities will
include feeding programs for the poor, elderly, and school-age children. Public works programs will
provide short-term job opportunities and some permanent jobs to the most vulnarable populations in rural
areas while improving the infrastructure related to social and health service delivery. Principal
contractors/grantees are: Catholic Relief Services, United Methodist Committee on Relief, and Save the
Children (primes); Armenia Caritas and Mission Armenia (subs).

FY 2004 Program:

Social and health insurance systems ($2,491,000 FSA). Impiementation of the Personal Code System
and the personified reporting system will continue. Work will also continue on improving the legal and
regulatory environment for NGQ participation in social assistance and primary health care. Preliminary
planning for the 2005 Demographic Health Survey will begin.

Health and social services ($3,895,000 FSA). Activities will continue, consisting of the Health
Partnerships Program, HIV/AIDS/STi program, the upgrade of the quality of primary heaith care dslivery,
and the provision of medical services to rural populations. Implementation of the Family Group Practices
and integrated Social Service Centers will begin.

Nutrition and short-term employment for the needy ($1,472,000 FSA). While the bulk of activities will be
similar to those described for FY 2003, the Direct Assistance Evaluation to be conducted in February
2003 may result in some fine-tuning.

Performance and Resuits: Significant progress has been achieved in establishing the legal and
regulatory framework necessary for social insurance and assistance programs to operate in a fair,
transparent, and more equitable manner. The Law on Personal Code and the Personal Privacy
Protection Law were enacted in 2002. The Pension Reforrn Law, created with USAID assistance, passed
the third reading of the National Assembly. The Mandatory Health Insurance Law was drafted and
hearings are being held. Improved information management systems are in place that are critical for
improved targeting of 1) the poverty family benefit program and 2) other health and soclal assistance
programs that benefit the most vulnerable. Specific accomplishments include the foliowing: 1) the
Personal Code system was successfully pilot tested with implementation to start in FY 2003; 2) the
Poverty Famity Benefit prograrm used by the Ministry of Social Security has been adjusted to better focus
on the most vulnerable families; 3) a health management system for the country has been designed; 4)
the annual and semi-annual surveys that moniter the effects of social health reform continue to be
produced; and 5) personnel and training data bases have been installed in the Minisiry of Social Security.
An Actuarial Science dagree program was established and recognized by the Ministry of Education.
Service delivery programs to provide improved nutrition to vulnerable popuiations, urgentty nseded
medical services, and short-term employment opportunities were implemented largely within the projected
timeframe and wera largety successful in reaching the numbaer of beneficiaries targeted for FY 2002.

At the completion of this program, USAID anticipates that most of the groundwork will have been laid for
the legal and regulatory framework for sustainable social and health service delivery and finance systems.
In addition, the delivery system and the quality of social and primary heaith care services will have been
improved.
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US Financing in Thousands of Dollars

Armenia
111-0340 Social and Health Sectors FSA
Through September 30, 2001
Obligations 30,077
Expenditures 15,782
Unliquidated 14,295
Fiscal Year 2002
Obiigations 15,358
Expenditures 13,255
Through September 30, 2002
Obligations 45435
Expenditures 29,037
Unliquidated 16,398
Prior Year Unobligated Funds
Obligations 2,004
Planned Fiscal Year 2003 NOA
Obligations 9,873
Total Planned Fiscal Year 2003
Obligations 12,067
Proposed Fiscal Year 2004 NOA
Obligations 7.858
Future Obligations 0
Est. Total Cost 65,360
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Data Sheet

USAID Mission: Armenia
Program Title: Earthquake Zone Recovery Program
Piflar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 111-0411
Status: Continuing
Proposed FY 2003 Obligation: $2,563,000 FSA
Prior Year Unobligated: $681,000 FSA
Proposed FY 2004 Obligation: $0
Year of Initial Obligation: FY 2001
Estimated Completion Date: FY 2004

Summary: The Earthquake Zone (EQZ) Recovery Program assists the Government of Armenia to
compensate families who lost housing in the 1988 earthquake and still live in temporary shelters.
Through the provision of housing certificates and housing improvement grants, USAID’s program
operates within the context of a comprehensive, integrated approach o redevelopment in the target area.

Inputs, Outputs, Activities:

FY 2003 Program:

Permanent housing for earthquake victims in temporary shelters ($1,666,000 FSA). In FY 2003, USAID
expects to complete issuance of up to 5,000 housing certificates for displaced earthquake victims in the
EQZ. While certificates are being issued, a variety of factors will be continuously monitored, including
housing prices in the various markets, emigration of sellers, supply of housing, and turnaround time for
certificate redemption; adjustments in program implermentation will be made as necessary. The principal
contractor/grantee is: Urban Institute (prime).

improve homes of earthquake victims ($692,0600 FSA). USAID wili provide rural housing improvement
grants. Approximately 560 rural houses are expected to be completed in FY 2003. The final mix of
housing certificates and rural grants to be issued under this program wiil be determined based on GOAM
reviews of the remaining housing compensation needs and the progress made by other donors toward
completion of their programs. Principal contractors/grantees are: Urban instituie (prime) and Catholic
Relief Services (sub).

Donor coordination in EQZ ($205,000 FSA). USAID will continue to take the lead in estabiishing
mechanisms for ongoing consultations among donors, GOAM officials, and implementing organizations
on planning and development in the Earthquake Zone. Principal contractor/grantee is: Urban Institute

(prime).

FY 2004 Program:

No additional funds will be allocated in FY 2004 for the earthquake activity. All remaining housing
certificates will be redeemed, and all construction under rural grants will be completed. Reclamation and
redevelopment of urban land cleared of temporary shelters or “domics” through the use of housing
certificates wifl continue through the coordinated efforts of Armenian partners and other donors and
investors.

Performance and Results: USAID has helped over 1,500 earthquake-displaced families obtain titles to
permanent homes. Through the end of FY 2002, 2,565 housing certificates were issued, exceeding the
target of 2,500. Of the certificate beneficiaries, 1,528 signed agreements to purchase new homes, slightly
below the target of 1,600. The rural housing improvement grant piiot ended successfully, turning over 90
renovated houses to beneficiary families. An evaluation judged the urban housing improvement grant
pilot to be less effective than the rural model. Therefore, in consultation with the GOAM, the decision was
made to concentrate the funds budgeted for both urban and rural grants on rural grants.
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By program completion, USAID will have enabled approximately 7,000 families to move out of domics and
into permanent homes while simultaneously facilitating EQZ redevelopment. Also, donor collaboration
will have created a synergy that resulted in improved quality of urban life and communities.

248



US Financing in Thousands of Dollars

Armenia
111-0411 Earthquake Zone Recovery Program FSA
Through September 30, 2001
Obligations 0
Expenditures 0
Unliguidated 0
Fiscal Year 2002
Obligations 12,063]
Expenditures 0
Through September 30, 2002
Obligations 12.063
Expenditures 0
Unliquidated 12,063
Prior Year Unobligated Funds
Gbligations 681
Planned Fiscal Year 2003 NOA
Obligations ' 2,563
Total Planned Fiscal Year 2003
QObligations 3,244
Proposed Fiscal Year 2004 NOA _
Obligations 0
Future Obligations 0
Est. Total Cost 16,307
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Data Sheet

USAID Mission: Armenia
Program Title: Cross-Cutting Programs
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 111-0420
Status: Continuing
Proposed FY 2003 Obligation: $4,287,000 FSA
Prior Year Unobligated: $1,890,000 FSA
Proposed FY 2004 Obligation: $3,405,000 FSA
Year of Initial Obligation: FY 1999
Estimated Completion Date: FY 2004

Summary: This cross-cutting program encompasses efforts that are either limited in time/scope,
address targets of opporiunity outside of the USAID/Armenia strategic framework, or produce results
across a number of programmatic areas concurrently. This program promotes human capacity
development, private sector development, good governance and strengthened civil society, media and
communications capacity, and dialogue among countries of the region regarding sustainable water
management.

Inputs, Outputs, Activities:

FY 2003 Program:

Participant training program ($1,684,000 FSA). USAID will continue to provide participants with new
leadership skiils and knowledge to help produce results across all the programmatic areas that USAID is
pursuing. Funds will provide for training and training-related technical assistance, grants, and the
establishment of partnerships. Principal contractor/grantee is: Academy for Educational Development
(prime).

Eurasia Foundation grant and loan program {$1,684,000 FSA). USAID wili continue to assist smali
businesses and business and professional associations, in addition to funding initiatives promoting
stronger civil soclety, In FY 2003, specific emphasis will be placed on providing support to the information
technology sector, development of grassroots community action machanisms, institutional development,
expansion of existing municipal information centers, and media strengthening. Principal
contractor/grantee is: Eurasia Foundation (ptime).

Regional water management ($64,000 FSA). USAID will continue to support the regional water
management dialogue. Principal contractor/grantee is: Development Alternatives, Inc. {prime).

Logistical and administrative support ($855,000 FSA). Logistical and administrative support for the
USAID/Armenia portfolio will be funded under this cross-cutiing program. As a part of this, the Mission
will conduct gender and human capacity development (HCD) assessments. The gender assessments will
1) identify program areas in which gender issues are of greatest significance and 2} formulate detailed
recommendations to integrate gander throughout the USAID/Armenia portfolio. The HCD assessments
also wil! assist USAID in formulating a strategic approach to its HCD activities, as part of its new five-year
strategy. USAID alsc will increase its Diaspora outreach efforts by hiring an Outreach Coordinator, The
Coordinator will strengthen USAID’s Global Development Alliance activities as well as increase outreach
to the Diaspora community.

FY 2004 Program:

Participant training program ($1,300,000 FSA). USAID plans to continue participant training to support all
its various programs with tha aim of these participants taking a key lead role in program implementation.

250



Eurasia Foundation grant and ioan program ($1,500,000 FSA). USAID plans to continue assistance to the
Eurasia Foundation to support private sector development and democracy and governance in Armenia.

Logistical and administrative support ($605,000 FSA). USAID envisages a continued need to utilize
resources to support its logistical and administrative expenses. Diaspora outreach efforts also will
continue, strengthening USAID's Global Development Alliance activities.

Parformance and Results: These efforts are cross-cutting and have contributed directly or indirectly to
the results generated by the entire USAID/Armenia portfolio, detailed above.
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US Financing in Thousands of Dollars

Armenia
111-0420 Cross-Cutting Programs ESF FSA
Through September 30, 2001
Obligations 1,260 60,966
Expenditures 1,260 41,666
Unliguidated G 18,300
Fiscal Year 2002
Obligations 0 5,627
Expenditures 0 17,004
Through September 30, 2402
Obligations 1,260 66,593
Expenditures 1,260 58,760
Unliquidated 0 7,833
Prior Year Unobligated Funds
Obligations 0 1,890
Planned Fiscal Year 2003 NOA
Obligations 0 4,287
Totail Planned Fiscal Year 2003
Obligations 0 6,177
Proposed Fiscal Year 2004 NOA
Obligations 0 3,405
Future Obligations 0 0
Est, Total Cost 1,260 76,175
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Azerbaijan

The Development Challenge: In the ten years since regaining independence, Azerbaljan has made only
an incomplete transition to a democratic polity and a market economy. The democratic process is
nominally in place, but supporting traditions and institutions are still in a developmental phase. The
governance process is still authoritarian, but not oppressive by regional standards. The country has been
unable to take advantage of its substantial petroleum resource base, and some 60% of Azerbaijanis live
below the poverty line. The dispute with Armenia over the Nagorno-Karabakh enciave remains
unresolved. As a resuit, about 20% of Azerbaijan is occupied by Armenians and some 800,000
Azerbaijanis are refugees or internally displaced.

Important U.S. interests are at stake. The Azerbaijani citizenry is favorably disposed towards Americans,
and the government has strongly supported U.S. anti-terrorism initiatives. Secular Islam prevails, roughly
similar to that of the Turks to whom ethnic Azeris are related. However, serious humanitarian,
development, and democracy issues exist. Lasltly, petroleum resources in Azerbaijan and the Caspian
Sea Basin region are of geo-strategic significance.

On the positive side, there are encouraging signs. Rich agricultural resources, petroleum reserves, a
well-educated population, and relative political stability augur well. Properly used, petroleum funds can
finance Azerbaijan's development. Short-term external assistance needs are considerable, particutarly
with respect to refugee and displaced populations. However, in the medium-term, if the country’s
economic potential can be activated, ample public sector resources and strong economic opportunities
can facilitate solutions to social problems and provide an economic underpinning to a viable dermocracy.
More negatively, poor political or economic systems could negate the country's potential oil wealth,
fomenting intemal unrest and inciting outside actors. Although progress has been slow, the government
is increasingly receptive to policy initiatives and institutional development supportive of democracy and
market economics. An effective USAID program is essential to help guide the political and economic
transition currently in process, and clearly serves a wide spectrum of U.S. interests.

The USAID Program: The USAID Program concentrates on three areas - humanitarian assistance,
economic development, and democracy. The humanitarian program element targets displaced
populations and affected communities. Health services and other assistance are provided, and
community self-help is promoted. Economic assistance is directed at the development of market
institutions, credit access, business services, helping to restructure private sector operations, especially in
the agricultural sector, and competitiveness. Following the waiver of Section 907, USAID has been
increasingly active in promoting sound economic and regulatory policy, and market-friendly economic
governance institutions. An efficient free market-oriented economic structure will not only advance
current economic opportunities but also position the country to make good use of large anticipated
petroleum revenues. Lastly, USAID pregrams promote democratic processes and the rule of law,
focusing on civil institutions and public advocacy, the professional development of lawyers and judges,
strengthening independent, competent media professionals and outlets, political party development, and
electoral process. In all program areas, progress has been steady, and targets have been met or
exceeded. USAID's strategy envisions an increasing shift of program resources from humanitarian
activities to democratic process and economic development.

Other Program Elements: The country program receives important support from global and regional
USAID programs. A regional Caucasus farmer-to-farmer program funded through P.L. 480 proceeds
operates in Azerbaijan. The program provides short-term technical assistance to increase farm and
agribusiness productivity and incomes.

Other Donors: Recognizing the need, the political context, and the opportunities present the international
Monetary Fund {IMF), Internationat Bank for Reconstruction and Development (IBRD), EU, and UN ail
have a program presence in Azerbaijan. The donor programs tend to be small. Donor coordination
seems to work reasonably well, although at an informal level. The USAID banking system reform activity,
for examptle, Is integral to larger IBRD and IMF programs. The IMF and IBRD also have a major poverty
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reduction activity under design. A number of European countries and international humanitarian agencies
have been active in refugee and displaced persons relief. The EU is active in a multiplicity of economic
areas including agriculture and environmental programs. The United Nations Development Program has
a wide range of small programs - e.g., conflict mitigation, environmental, and poverty alleviation activities.
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Azerbaijan
PROGRAM SUMMARY

{in thousands of dollars)

Accounts FY 2001 FY 2002 FY 2003 FY 2004
Actual Actual Prior Request Request
FREEDOM Support Act 36,350 43,510 45,000 41,500
PL 480 Title Il 2,501 2,239 0 0
Total Program Funds 38,851 45,749 46,000 41,500
STRATEGIC OBJECTIVE SUMMARY
112-0130 Development of Small and Medium Enterprises
FSA | 8,200] 40,300] 13,800| 14,100
112-0210 Civil Society
FSA | 5,129} 5,500| 6,000] 6.000]
112-0310 Humanitarian Assistance
FSA | 9,170/ 8,900| 7,500] 8,890
112-0420 Cross-Cutting Programs
FSA | 3,500 3,494/ 5,750] 5,200
TRANSFER
FSA ] 10,351) 15,316 12,950] 7,310

Mission Director,
Michael Farbman



Data Sheet

USAID Mission: Azerbaijan
Program Title: : Development of Small and Medium Enterprises
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 112-0130
Status: Continuing
Proposed FY 2003 Obligation: $13,800,000 FSA
Prior Year Unobligated: $4,230,000 FSA
Proposed FY 2004 Obligation: $14,100,000 FSA
Year of Initial Obligation: FY 2000
Estimated Completion Date: FY 2005

Summary: USAID's program to accelerate the growth and development of private small and medium
enterprises (SMESs), particularly in the agricultural sector, is focused on: expanding access to micro and
SME credit; improving business and technical skills; strengthening producer and processor associations;
and improving the use of preduction inputs. With the waiver of Section 907 in January 2002, USAID
began impiementation of a closely targeted economic reform program focused on strengthening the
banking sector, improving financial management practices, and encouraging reform in the energy sector.

Inputs, Outputs, Activities:

FY 2003 Program:

Develop sustainabie financial institutions that provide access to credit for agricultural producers
($1,500,000 FSA). USAID willi continue to support development of the private sector with emphasis on
the agriculture sector by providing loans to farmers and other agricultural producers in nine regions of
Azerbaijan. Limited access to credit has been consistently identified as the largest impediment to
entrepreneurial devslopment. The program will target nine regions of Azerbaijan that would otherwise be
completely devoid of credit opportunities. In 2003, USAID grantees will disburse more than $3,000,000 in
loans to agriculiural producers and processors and will strive to maintain a historical repayment rate
exceeding 99%. Principal contractor and grantee is ACDI/VOCA (prime).

improve access to and use of production inputs ($1,500,000 FSA). Improving the availability, distribution,
and application of production inputs is essential to raising crop yields and productivity in Azerbaijan’s
agricultural sector. Working through associations of input dealers, USAID will provide training and
technical assistance to improve the use of seed, fertilizer, animal feed, and crop protection products
throughout Azerbaijan. The principal contractor and grantee is internaticnal Fertilizer Development
Center (prime).

Increase the competitiveness of rural enterprises ($7,000,000 FSA). USAID will strive to rebuild
Azerbaijan's once-robust agricultural sector by identifying products that can be competitive in both
domestic and international markets, and by providing technical assistance, training, and technoiogy to
nurture the development of these products. Emphasis will be placed on developing a business
infrastructure that can support business development, including distribution, marketing, and information
exchange systems. Policy-related activities will help Azerbaijan further remove administrative constraints
to business growth and support other U.S. assistance to Azerbaijan in World Trade Organization
accession. Principal contractors and grantees are to be determined by competition.

Increase access to credit among urban populations ($2,800,000 FSA). USAID support for agricultural
credit is augmented by a program to help meet urban credit needs. Various loan products are offered
both to traders and larger producers. In 2003, these programs will disburse more than $2,500,000,
Additionally, the activity will incorporate a new component focused on real estate (mortgage) lending and
will provide the first commercial real estate loans in Azerbaijan. Principal contractors and grantees are:
Sharebank (prime) and Foundation for International Cooperative Assistance (prime).
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Energy sector reform ($1,000,000 FSA). USAID will help Azerbaijan develop an effective regulatory
framework for a commercially viable energy sector. Emphasis will be placed on reforms necessary to
enable Azerbaijan to meet World Bank and International Monetary Fund requirements. Program
elements include introducing modern ftariff, licensing, and market oversight methodologies and
instruments; creating an efficient market structure for the domestic electricity and gas sub-sectors; and
designing a viable energy assistance program for low-income and vulnerable populations. Principal
contractors and grantees are to be determined by competition.

FY 2004 Program:
increase the competitiveness of rural enterprises ($6,000,000 FSA). USAID will incrementally fund this
activity in support of the agricultural sector.

Increase access to credit ($1,000,000 FSA). USAID will continue to support economic opportunities for
vuinerabie popuiations through the provision of micro-credit services. The activity will buiid upon prior
work done in refugeefinternally displaced persons areas under the humanitarian assistance objective,

Strengthen the banking sector ($1,000,000 FSA). USAID will provide support to the National Bank of
Azerbaijan in implementing reforms to increase consoligation and capitatization of the banking sector.
These efforts will, inter alia, iead to better credit services to SMEs. Emphasis on banking supervision and
the regulatory framework governing commercial banks will continue.

improved fiscal management ($1,600,000 FSA). USAID will conclude support to the Ministry of Finance
in designing, procuring, and implementing a completely automated Treasury Information Management
system.

SME training and development {$2,500,000 FSA). In order to encourage sustainable delivery of SME
development services, USAID will develop local business consulting and marketing capacity. Through
intensive and targeted training and technical assistance, USAID will enable local consultants and
educators to provide needed business development services {o local businesses.

Energy ($2.000,000 FSA). USAID will expand upon work in the energy sector, enlarging and extending
sector reform activities. :

Performance and Results: USAID private sector development activities continued to provide valued
support to Azerbaijani entrepreneurs and SMEs. USAID programs disbursed more than $5,000,000 in
credit to over 2,500 recipients in 2002. USAID credit programs, which boast a 99% repayment rate, are
sustaining more than 8,000 local businesses and have led fo the creation of more than 2,000 new
businesses. Through the provision of training and consulting services, USAID enabled more than 40
SMEs to adopt internationai standards and better compete for contracts with international firms, mostly in
the oil sector.

With the waiver of Section 907, USAID began impiementation of a new economic reform program,
Already, USAID technical advisors are working with the National Bank of Azerbaijan to introduce better
practices for bank inspectors. USAID also has begun impiementation of a program to automate
Azerbaijan’s Treasury.
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- US Financing in Thousands of Dollars

Azerbaijan

112-0130 Development of Small and Medium
. FSA

Enterprises
Through September 30, 2001
Obligations 19,220
Expenditures 11,104
Unliquidated 8,118
Fiscal Year 2002
Obligations 11,045
Expenditures 5,898
Yhrough September 30, 2002
Obligations 30,265
Expenditures 17,002
Unliquidated 13,263
Prior Year Unobliated Funds
Obiligations 4,230
Planned Fiscal Year 2003 NOA
Obligations 13,800
Total Planned Fiscal Year 2003
Obiligations 18,030
Proposed Fiscal Year 2004 NOA
Obligations 14,100
Future Obligations 0
Est. Total Cost 62,395
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Data Sheet

USAID Mission: Azerbaijan
Program Title: Civil Society
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 112-0210
Status: Continuing
Proposed FY 2003 Obligation: $6,000,000 FSA
Prior Year Unobligated: $842,000 FSA
Proposed FY 2004 Obligation: $6,000,000 FSA
Year of Initial Obligation: 1996

Estimated Completion Date: 2005

Summary: The Civil Society Better Organized and Represented SO is made up of the following main
components implemented through seven U.S. organizations: 1) civic education for selected municipalities
and their citizens; 2) information, organizational training, and activity support for advocacy-orignted civic
and political groups; 3) professional development opportunities for judges, lawyers, election officials,
political parties, journalists and municipal leaders; 4) promotion of an independent media; and 5)
legislative commentary and drafting assistance.

inputs, Outputs, Activities:

FY 2003 Program:

Legal system enhancement ($3,600,000 FSA). USAID will support two new rule of law programs with
some 6,000 expected beneficiaries. Building upon current rule of law activities, the program will improve
the knowledge and skills of legal professionals; enable better representation, prosecution, and defense;
and strengthen the ability of civil society to protest corruption and pursue legal rights. The program will
address administrative, curriculum, and teaching methodology reforms at Azerbaijani lew schools;
broaden public knowledge and national debate on legal framework reforms, human rights, and anti-
corruption issues; provide considerable continuing fegal training for legal professionals; and assist the
Ministry of Justice with training, legal sysiem information access/disssmination and court management
systems. Principal contractors and grantees are to be determined by competition.

Strengthened electoral process ($1,500,000 FSA). The program wili promote the implementation of
impartial electoral frameworks through public education and continued technical support for the drafting of
a Unified Election Code (UEC) and its implementation. Other elements of the program include training for
the Election Commission officiais and observers; improvements in the voter registration system; public
opinion polling; and support for nationa! dialogue on electoral reforms and civic rights. This program is
particularly important in view of the planned October 2003 Prasidential and October 2005 Parliamentary
elections. The principal contractor and grantee Is International Foundation for Election Systems (prime).

Public outreach and advocacy ($900,000 FSA). This activity will supplement the current civil society
capacity-building activity that promotes public interest advocacy. It will improve the ability of civic and
community organizations to effectively repraesent the interests of well-defined constituencies. The principal
contractor and grantee is Catholic Relief Services (prime).

FY 2004 Program:

A viable muiti-party system ($3,500,000 FSA). Two new awards are planned in support of political and
civic groups working to develop a viable muiti-party system. Pianned activities include message and
piatform development; voter contact and constituency relations; management and strategic planning; and
candidate nomination procedures.
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Empowerment and mobilization of the media ($1,200,000 FSA). USAID plans to continue the media
activity. Access to unbiased and reliable information will be increased through promotion of professionally
skilled, financially-viable, and legally-protected print and broadcast media.

Improved capacity for public outreach and advocacy ($1,300,000 FSA). These two planned activities will
continue to improve public interest advocacy and promate public understanding of the role of civit saciety
in Azerbaijan.

Performance and Results: USAID civil society activities resulted in substantially enhanced dialogue
between government officials and civil society representatives. The technical ability of legal and media
professionals to support civil society rights and interests was strengthened. Further, annual statistics
gathered by USAID partners reflects a slow but steady rise in the citizen awareness of civic associations,
advocacy groups, and the role of such organizations in the democratic process. Some 4,560 females
participated in FY 2002 programs, more than doubling the previous year's total. Despite progress in
increasing the number of women participants, societal restrictions on women in Azerbaijani saciety
continue to represent a challenge to including females in USAID-supported acfivities

In FY 2002, 226 organizations were assisted; 5,929 individuals were provided with advocacy, outreach,
ethics, and management skills; 355 advocacy events were organized; 13,807 individuais accessed legal
information and resources; 141 media professionals received new skills; and 47 regional media
exchanges occurred.
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US Financing in Thousands of Dollars

Azerbaijan
112-0210 Civil Society FSA
Through September 30, 2001
QObligations 14,772
Expenditures 9,616
Unliquidated 5,156
Fiscal Year 2002
Ohligations 7,270
Expenditures 4107
Through September 30, 2002
Obligations 22,042
Expenditures 13,723
Unliquidated 8,319
Prior Year Unobligated Funds
Obligations 842
Planned Fiscal Year 2003 NOA
Obligations 6,000
Total Planned Fiscal Year 2003
Obligations 6,842
Proposed Fiscal Year 2004 NOA
Obligations 6,000
Future Obligations 0
Est. Total Cost 34,884
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Data Sheet

USAID Mission: Azerbaijan
Program Title: Humanitarian Assistance
Piltar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 112-0310
Status: Continuing
Proposed FY 2003 Obligation: $7.500,000 FSA
Prior Year Unobligated: $3,037,000 FSA
Proposed FY 2004 Obligation: $8,890,000 FSA
Year of Initial Obligation: FY 1998
Estimated Completion Date: FY 2005

Summary: The physical and economic well-being of vuinerable populations in conflict-affected areas is
being improved through direct provision of health services and support for community-based social and
£CONoMmic services.

Inputs, Outputs, Activities:

FY 2003 Program:

Humanitarian Assistance ($5,170,000 FSA). The major vehicle for providing assistance is the Azerbaijan
Humanitarian Assistance Program (AHAP}. Under an umbrella cooperative agreement with Mercy Corps
International, U.S. and local NGOs provide health and community services in the context of promoting
community development and self-help. Principal contractors and grantess are: Mercy Corps International
{prime), Save the Children (sub), International Rescue Committee {sub), World Vision Internationai {sub),
Adventist Development Relief Agency (sub). Cooperative Housing Foundation (sub), Pathfinder
International (sub), and International Medical Corps (sub).

QCrganize communities to address self-defined needs. Conflict-affected communities are provided with
organizational training and limited material resources. Specifically, the communities will receive training
in community appraisal systems, help with the design of local projects and the formation of local
implementation groups, and provision of limited material support for their endeavors.

Increase access o economic opportunities and support services. Micro-credit and small business
development activities provide demand-driven business development and financial services. The micro-
credit programs use group and individual iending with increasing loan amounts over time. The
implementing U.S. NGOs will continue the gradual shift away from direct provision of training and
consultation to providing services offered in cooperation with local private organizations.

Increase access to quality health services. Delivery of health services will be improved through: 1)
promoting and strengthening self-sufficient community-based health care systems, including cost-
recovery mechanisms, drug revolving funds, and insurance systems, and 2) advancing quality services in
the community-based clinics and health services providers. Health education will continue to concentrate
on reproductive health and maternal and child health. Medical providers will continue to receive training
to update their skills to apply World Health Organization standards in treatment and assist in upgrading
their clinics through community participation.

Health ($2,330,000 FSA}. Three hospital partnerships will continue to train hospital-based physicians,
using curricula and techniques that are appropriate to the local expertise and resources. Internally
displaced persons and refugees benefit through improved public medical services. The principal grantees
is the American International Health Alliance (prime).

FY 2004 Program:
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Azerbaijan humanitarian assistance program ($6,990,000 FSA). The SO will continue along current lines
with increasing integration of health, social, and economic assistance activities in multidimensional
community-based endeavors. Many FY 2003 subgrants are likely to be extended through FY 2004. New
subgrants are also anticipated.

Health ($1,900,000 FSA). An extension of the American International Health Ailiance Hospital
Partnership grant is planned.

Performance and Resuits: All relevant targets have been essentially met. The health and well-being of
displaced persons has been materially improved, impacted communities have been assisted; and
community self-help capacity is being deveioped. Specifically, in FY 2002, 461 community projects were
completed. Participating communities contributed cash, labor, and materials totaling $732,719, an
average of 28% of project costs. While the total numbers reflect some double counting as individuals
may have participated in multiple activities, 582,750 direct recipients received community development,
health services, and economic opportunities, including trainings and business management consultations,
of which 302,594 were women.

Additionaily, 187 health providers received and applied training (including 119 women) to improve the
community-based clinics and health services. A total of 256,483 individuals received health services at
health clinics or other service delivery points. Further, the three hospital partnerships trained over 100
hospital-based physicians, opened a new Breast Health Education Center, examined 900 children with a
donated ultrasound scanner, and distributed 78 medical bags with basic equipment and supplies. Lastly,
the partnership revitalized primary health care in 15 districts for the benefit of IDPs/refugess, with a
special focus on women, children, adolescents, and young people.
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US Financing in Thousands of Dollars

Azerbaljan

112-0310 Humanitarian Assistance DA ESF FSA
Througﬂ September 30, 2001

Obligations 83 100 87,843
Expenditures 83 100 67,435
Unliquidated 0 0 20,408
Fiscal Year 2002

Obligations 0 0 8,541
Expenditures 0 0 20,703
Through September 30, 2002

Obligations 83 100 96,384
Expenditures 83 100 88,138
Unliguidated 0 0 8,245
Prior Year Unobligated Funds

Obligations 0 0 3,037
Pianned Fiscal Year 2003 NOA

Obligations 0 0 7,500
Total Planned Fiscal Year 2003

Obligations 0 0 10,537
Proposed Fiscal Year 2004 NOA

Obligations 0 0 8,890
Future Obligations 0 0 0
Est. Total Cost 83 100 115,811

264




Data Sheet

USAID Mission: Azerbaijan
Program Title: Cross-Cutting Programs
Pitlar: Economic Growth, Agriculture and Trade
Strategic Objective: 112-0420
Status: Continuing
Proposed FY 2003 Obligation: $5,750,000 FSA
Prior Year Unobligated: $3.000 FSA
Proposed FY 2004 Obligation: $5,200,000 FSA
Year of Initial Obligation: FY 1992
Estimated Completion Date: FY 2005

Summary: There are three components to the Cross-Cutting SO: the Eurasia Foundation Small Loan
Program, the Mission-wide Participant Training Program, and the Mission Program Development Support
Budget.

inputs, Outputs, Actlvities:

FY 2003 Program:

Eurasia Foundation grants program ($3,000,000 FSA). The Eurasia Foundation, which undertakes
programs throughout the Eurasia area, funds small grants aimed at promoting cultural, political, and
economic linkages and shared values among countries in the region and with the US. The principal
grantee is Eurasia Foundation (prime).

Participant training ($2,000,000 FSA). The participant training program wili provide short-term targeted
training in support of programs in economic development, democracy, and health. It also will provide
long-term academic training - up to two years in duration, or masters-levet - in areas of public health,
business and agriculture. The principal contractor and grantee is World Learning (prime).

Program development and support ($750,000 FSA). USAID will provide funding for the assessment and
design of new activities across the entire portfolio.

FY 2004 Program:
Eurasia Foundation grants program ($2,000,000 FSA). FY 2004 resources requested will continue
activities funded in FY 2003.

Participant training (32,500,000 FSA). FY 2004 resources requested will continue activities funded in FY
2003.

Program development and support ($700,000 FSA). FY 2004 resources requested will continue activities
funded in FY 2003.

Performance and Results: in FY 2002, The Eurasia Foundation/Azerbaijan (EF) awarded grants to 32
NGOs and private enterprises for a total amount of $1,000,194. The two major sectors of support
continued to be civil society and private enterprise development, but with the waiving of Section 907, EF
expanded work in public administration and policy. One notable activity this past year involved the
creation of the first independent food-testing iab in Azerbaljan, which contributed to the practice of
improved quality standards of small and medium sized enterprises (SMEs) involved in foed production.
With BP co-financing, the Azerbaijan Association of Lawyers has improved market-driven tegal services
provided to SMEs by introducing a new clinic-based commercial law course into Azerbaijani universities,
and training young law faculty in this interactive teaching methodology. A competition for a trade
development program awarded a cluster of three grants to NGOs to support more transparent trade and
customs operations. The transparency will strengthen export-oriented SMEs, educate agricultural
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producers on safety and quality control, strengthen the ability of consumer unions to advocate for product
improvements, and foster public-private partnerships in the agricultural sector.

The groundwork for competitions that will award grants early in FY 2003 tfo help communities outside
Baku tackle local needs is completed. A joint World Bank-EF program on rural infrastructure
development will bring municipalities and communities together in three regions of Azarbaljan to prioritize
and implement small infrastructure projects. Lessons learned from these pilots will be used in a country-
wide World Bank project. Another competition will select an NGO to develop pilots for “socially active
schools” that will enable the schools and their surrounding communities to share resources to address
local problems.

The participant training program supported all three strategic objectives and improved the performance of
Azerbaijanis at work, The participanis received fraining in a variety of development fields such as
provision of rural health services, community mobilization and assessment, strengthening of individual
NGOs and associations to advocate for NGOs, gender equity, and poverty reduction strategy preparation.
During FY 2002, 953 in-country, third-country, and United States technical, informational, and long-term
training opportunities were supported across the USAID portfolio. USAID also provided training
opportunities for community outreach, legislative drafting and judicial reform, and government capacity-
building.
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US Financing in Thousands of Dollars

Azarbaljan
112-0420 Cross-Cutting Programs FSA
Through September 30, 2001
Obligations 8,632
Expenditures 4,532
Unliquidated 4,000
Fiscal Year 2002
Obligations 4,994
Expenditures 2,876
Througj September 30, 2002
Obligations 13,526
Expenditures 7,508
Unliquidated 6,018
Prior Year Unobligated Funds
Obligations 3
Planned Fiscal Year 2003 NOA
Obligations 5,750
Total Planned Fiscal Year 2003
Obligations 5,753
Proposed Fiscal Year 2004 NOA
Obligations 5,200
Future Obligations 0
Est. Total Cost 24 479
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Belarus

The Development Challenge: Belarus is one of the most backward and repressive countries of the
former Soviet Union and Freedom House classifies it as "a consolidated autocracy.” After a hopeful start
at the beginning of its first decade of independence, Belarus has, for the past eight years, moved in the
opposite direction and become significantly less free than neighboring countries. The 2000 Parliamentary
and 2001 Presidential elecltions were so agregiously flawed that the international community did not
recognize the results. The state resorts to an authoritarian government and isolationism, threatening and
eroding democratic institutions by suppressing dissent and controliing access to information. Accarding to
the 2002 United Nations Development Program (UNDP) Human Development Index Report, most
indicators of progress towards democracy for Belarus are lower than for the majority of the Eurasia states
(especially the indicator of civil iiberties). A European Parliamentary delegation visiting Belarus in
November 2002, nated the lack of pregress towards democracy since the 2001 presidential elections. The
Belarusian government's decision to discontinue the work of the Organization for Security and
Cooperation in Europe (OSCE) Advisory Monitoring Group has strained the country's relations with
Eurcpean and Amaerican powers, and prompted the European Union (EU) and United States Government
{USG) decision to impose a visa ban on the Belarusian feader and seven top government officials in
December 2002.

After the Presidential election of 2001, the government increased its interference in the activities of trade
unions, pro-demecracy political parties, NGOs, and independent media, harassing and intimidating their
leaders. Polish, Lithuanian, Latvian, and even Russian national legisiators formed official Belarus Working
Groups or held hearings on Belarusian Issues to highlight their concern over increasing restrictions on
freedom (e.g., religion and speech) and other human rights. This indicates the new political reality for
Belarus; its current policies are leading to further isolation from the neighboring countries that are
consolidating democratic pturalism and forming regional alliances.

On the economic front, the state continues to rasist reforms. The Heritage Foundation ranks Belarus 151
out of 156 countries in economic freedom. Economic mismanagement has caused a dramatic increase in
stocks of unsold goods, which currently stand at 60% of the average monthly output. The industrial base
has become obsolete, and more than 40% of the industrial entarprises work at a loss. The ability of firms
to remain liquid is further constrained by mandated wage increases and the inability to release surplus
personnel. Arrears are rising for both wage and tax payments. Payments to the state social security fund
are declining, resuiting in arrears in pension payments. in some cases, banks have been "directed” fo
lend to illiquid enterprises to permit them to pay wages and social security taxes.

The U.S. national interests: Belarus remains the last “authoritarian regime" in Europe, but has the
potential to become a democratic and economically developed country and join its neighbors in transition
to demnacratic pluralism. The U.S. has a vital national interest in a prosperous, free, and peaceful Europe
which must include a stable, democratic, and market-oriented Belarus. After the first round of integration,
the EU will become contiguous with Belarus, leaving it potentially vulnerable to political and economic
instabitity across the border. The U.S. foreign policy priorities in Belarus are to help foster a political and
economic environment which is more democratic and in harmony with the region, through its work to
strengthen civil society, political process, and the independent media.

The USAID Program: Given the existing environment in Belarus, USAID's FY2003-2005 Assistance
Strategy takes a long-term perspective and continues to prepare the sail for democracy so that when real
reform comaes, it might take root. This strateglc plan aims to engage diverse and as yet under-empowered
elements of Belarusian society, including indepandent media, non-governmental organizations (NGQOs)
and pro-democracy groups, under a common overall goal reflected in the single Strategic Objective;
"Increased citizen participation in democratic practices.” This goal coincides with the Agency’'s objective
for “better informed citizen participation in political and economic decision-making” within the Democracy,
Conflict and Humanitarian Assistance Pillar.
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The Program Data Sheets cover the single strategic objective for which USAID is requesting FY 2003 and
FY 2004 funds. This objective concentrates on activities that foster citizens’ participation in democratic
practices.

Other Program Elements: In addition to the resources requested in the Program Data Sheets, CNFA,
centrally funded, implements the West NIS Agribusiness Volunteer Program in Belarus. The objectives
are to strengthen the ability of private farmer associations to improve the incomes and businesses of their
members, to develop private agribusinesses, and to stimulate the development of entrepreneurial
initiatives within former collective farms.

Other Donors: The USG is the largest donor in Belarus, working almost exclusively with the structures of
civil society through the Small Grants Program of the Democracy Commission, the National Endowment
for Democracy, and other agencies. USAID has taken the lead in donor coordination and its technical
assistance was increasingly maiched by other donors’ financial support, or by implementing joint projects
in the areas of independent media development, political process strengthening, civil society
development, and civil society legal defense capacity building.

The German federal government had been one of the largest bilateral donors in the country in the
economic sphere through its Transform Program, active since 1993. However, it recently curtailed its
technical assistance program that supported civil society and the deveiopment of bilateral micro-level
contacts. The Swedish international Development Agency provides support to civil society, small and
medium business and business associations, independent media, local self-governance, and land reform.
The British Department for International Development provides limited funding to projects in the fields of
democratization, good governance, human rights, and the environment. The Canadian International
Development Agency has supported efforts to promoate economic reform in Belarus by working with
independent think tanks, business associations, and the private sector.

Multilateral donors include the World Bank, whose 2002-2004 Country Assistance Strategy for Belarus
envisions a loan to the GOB for tackling relevant economic and social issues {e.g., TB/AIDS, the
Chernoby! disaster, the environment, a Social Investment Fund). The International Monetary Fund
completed its monitoring program in 2002 and is negotiating further involvement with the country. The
European Bank for Reconstruction and Development (EBRD) has a limited portfolic of successful
investment in the private sector. The EU TACIS Program was established to contribuie to structural
reform and modernization in areas key to transition and currently focuses on civil society strengthening
initiatives. Its 2003 budget is higher than in previous years and targeted to projects that combat human
trafficking, illegal drugs, and money laundering. The United Nations (UNDP) has a small grants program
that offers support to CSOs in various spheres, though mainly in social services, health, and the
environment. Various private organizations provide small grants for the development of civil society
organizations, independent media, and pro-demaocracy political parties.
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Belarus
PROGRAM SUMMARY

(in thousands of dollars)

Accounts FY 2001 FY 2002 FY 2003 FY 2004
Actual Actual Prior Request Request
FREEDOM Support Act 11,879 10,572 9,500 8,000
Total Program Funds 11,879 10,572 9,500 8,000
STRATEGIC OBJECTIVE SUMMARY
113-0210 Citizen Participation in Democratic Practices
FSA | 4,856] 4,998] 3,900 5,080
TRANSFER
FSA | 7,023| 5,574] 5,600 2,920
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Data Sheet

USAID Misslon: Belarus
Program Title: Citizen Participation in Democratic Practices
Plllar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 113-0210
Status: Continuing
Proposed FY 2003 Obligation: $3,900,000 FSA
Prior Year Unobligated: $2,527,000 FSA
Proposed FY 2004 Obligation: $5,080,000 FSA
Year of Initial Obligation: FY 1999
Estimated Completion Date: FY 2005

Summary: The USAID program in Belarus promotes civil society participation, a strengthened
democratic political process, and development of independent media through technical assistance,
training, and small grants to local non-governmental organizations (NGOs) and the independent media,
and technical assistance and training to pro-democracy political parties.

Inputs, Outputs, Activities:

FY 2003 Program:

Increased effectiveness of democratically-oriented Civil Society Organizations {CSOs) ($1.800,000 FSA).
USAID will advance its community initiative program, aimed at involving citizens in democratic decision
making. Two approaches will be used for impiementation of the program: support to “capacity-related”
community initiatives and capacity building for NGCs in those communities. Ten sites will be selected for
training in democratic governance, community appraisal, and support in the formation of representative
community project boards. USAID technical assistance and grants will provide these communities with
the resources to promote a greater flow of information on issues which are important to and identified by
the citizens. A grant competition will also support NGO projects that mobilize targeted communities for
participation in community initiatives. The NGO training in thess communities will cover areas of
governance, membaership and volunteer recruitment, fundraising, strategic planning, and public advocacy.
Principal contractor/grantees are Counterpart international, Inc.and the Eurasia Foundation (prime).

Elevated responsiveness of political parties to public needs ($1,050,000 FSA). USAID will focus on the
following areas for the pro-democracy party training, technical assistance, and cross-border exchanges:
internal governance practices, effectiveness of strategic planning and operations, membership
recruitment and retention, and message formulation. The latter involves building party public relations and
media communications skills, and improving the capacity for productive use of public opinion research.
These activities will assist the national and regional political party network to identify issues resonating
with the people and build their platforms around them. A civic organization will be established that
conducts public awareness campaigns to educate Belarusians about their constitutional rights and
democratic electoral processes. Principal contractors/grantees are the International Republican Institute
(IR} and the National Democratic Institute for International Affairs (NDI). (prime).

Support to independent media ($700,00¢ FSA). USAID's assistance will improve the professional skills of
non-state media owners and profassionals, including publishers, accountants and journalists; strengthen
the legat and financial status of independent media; and increase the journalists’ capacity to provide the
public with objective, fact-based, and useful infarmation. USAID will work with independent print and
electronic media, the latter including private regional TV and radio stations. The technical assistance will
include a wide range of expert sarvices: journalism and management training, legal defense, on-site
business consultations, and free-of-charge service provision (e.g., photo archive, Internet access,
specialized software deveiopment and transfer, etc.). The principal contractor/grantee is the International
Research and Exchanges Board (IREX).
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Increased legal defense capacity ($350,000 FSA). USAID pians to extend the current program promoting
human rights and the rule of law by continuing to train locail lawyers, activists, the free trade unions,
NGOs and the citizenry to advocate for greater respect by Belarusian authorities. Continued support will
be provided to the network of Legal Advice Centers. The principal contractor/grantes is the American Bar
Association Central European and Eurasian Law Instilute (ABA/CEELI).

FY 2004 Program:

increased effectiveness of democratically-oriented CSOs ($2,780,000 FSA). USAID expects to expand
the community improvement initiative program to ten new, campetitively-selected locations and to provide
follow-on awards to communities who previously successfully impiemented prior initiatives. The CSO
training and grant program will match the activities in targeted communities. The principal
contractor/grantees are Counterpart International and the Eurasia Foundation (prime).

Elevated responsiveness of political parties to public needs ($1,250,000 FSA). USAID technical
assistance priorities may be related to the Parliamentary election: campaign planning and management;
public and media relations, door-to-door activities, etc. The civic election observation network is expected
to be operational and able to conduct public awareness campaigns on electoral rights and democratic
electoral practices and watchdog and observation functions during elections. The principal contractor
grantees are IRl and NDI.

Support to independent media ($700,000 FSA). USAID will continue focusing on the financial viability of
the independent media, infroducing alternative distribution systems to counter the government's
discriminatory distribution price structure. Media professionalism and legal expertise will remain a high
priority as the government continues to suppress the media with libel suites and other forms of
harassment. The FY 2003 activities will be continued in FY 2004. The principal contractor grantee is
IREX.

Increased legal defense capacity ($350,000 FSA). The program will continue to focus on enhancing the
ability of lawyer and nen-legal Belarusians to demand that the government respect the rights of individual
citizens. FY 2003 activities will continue in FY 2004. Ther principal contractor grantee is ABA/CEELL.

Performance and Results: Civil society organizations were provided with training to improve their
expertise in protecting their constituency’'s rights. As a result, about 40% of the training recipients
employed these techniques in their work. Based on the successes of USAID's 2002 NGO Sustainability
Development Project, eight rural clubs throughout all the regions of Belarus were established. These
ciubs provided community members with access to information, technical instruction, and a forum to
discuss issues of local importance,

USAID political process strengthening program in Belarus has developed into an intensive, in-country,
broad-coverage program with the main focus on the organizationel capacity of pro-democracy forces.
Some positive trends in party development can be attributed to USAID assistance: at least one party used
the new skills to develop its national platform and several parties, including their regional branches,
developed campaign plans for the locat 2003 eiections.

The USAID media development program increased business viability of the media and the quantity and
quality of objective information. Under the distance learning initiative that began in 2002, approximately
30 well-researched articles are generated per month. Technical assistance provided to the regional
independent TV stations resulted in the production of more than a hundred documentaries that were
presented at the First National Regional TV Festival Focus 2002. These documentaries also were
presented numerous times on all of the independent stations. As a result of business planning seminars
and on-site consultations, six newspapers drew up business plans. These plans represent a first and
important step toward their business viability. Market research gave the major newspapers toois to
approach advertisers, and several local newspapers raised their advertising revenues. By the end of the
program, a nightly news bulletin will be established using the network of regional TV stations, to provide a
balanced alternative to the state-controlled media.

273



US Financing in Thousands of Dollars

Belarus
113-9210 Citizen Participation in Democratic ESF FSA
Practices
Through September 30, 2001
Obligations 185 22,558
Expenditures 65 14,589
Unliquidated 100 7,969
Fiscal Year 2002
Obligations 0 3,422
Expenditures 78 9,694
Through September 30, 2002
Obligations 165 25,980
Expenditures 143 24,283
Unliguidated 22 1,697
Prior Year Unobligated Funds
Obligations 0 2,527
Planned Fiscal Year 2003 NOA
Obligations 0 3,900
Total Planned Fiscal Year 2003
Obligations 0 6,427
Proposed Fiscal Year 2004 NOA
Obligations 0 5,080
Future Obligations 0 0
Est. Total Cost 165 37,487
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Georgia

The Development Challenge: Despite a period of limitad development progress following the political
and social turbulence of the 1990s, Georgia continues to be plagued by a centralized, executive-
dominated authority, rampant corruption, and unrasolved territorial confiicts, which obstruct attempts to
improve the country's overall development. A weak government unable or unwilling to implement laws
and regulations throughout the country inhibits the ability of the state to govern and undermines serious
political reform efforts. The arbitrary application of taxes and a large shadow economy hamper economic
development by depriving the government of much-needed tax revenue. Economic conditions are
deteriorating with 51.1% of the population below the poverty line and 23.6% unemployment. Georgians
are also faced with a decline in the quality of baslc social services such as health and education. The
energy sector is paralyzed by improper diversions of cash and electricity, inefficiency, non-payment for
about 80% of the energy consumed, and heavy dependence on external sources of energy. Georgia's
internal security is strained. The situation is highlighted by the unresolved territorial conflicts with
Abkhazia and South Ossetia that displaced 250,000 persons. Strained relations with Russia regarding
the Chechen segment of the border and the existence of Russian military bases In Georgia continue to
fuel insecurities.

The annual growth rate rose to 4.5% in 2001, and slightly declinad to 4.2% in 2002. Fiscal performance
remains one of Georgia's most intractable problems, with tax revenues remaining amongst the lowest in
the region. The country’s foreign debt is large (about 51% of GDP) owing to the weakness of fiscal
performance and to high trade and current account deficits. The ovarall investment climate (both domestic
and foreign) is impaired by pervasive corruption, Georgia's poor fiscal situation, and uneven application of
laws.

Georgia’s development as a stable, democratic country, increasingly integrated into the global economy,
remains a key U.8. national interest at this crossroads linking Russia, Iran and Turkey. The U.S.
government finances programs that support stable and secure regional partners, economic growth,
democracy-building, and counterterrorism.

The USAID Program: The Program Data Sheets that follow cover five strategic objectives for which
USAID is requesting FY 2003 and FY 2004 funds. These five objectives concentrate on; energy sector
reform; economic growth (agriculture, banking and financial sector reforms, and private sector
development); democracy and governance (improving electoral processes, promoting efficient and
responsive local governance, civil society, legal reforms, independent media), humanitarian assistance,
community development and health; and human resources development. FY 2003 funds will be used to
implement the current programs in agriculture, micro-finance, banking sector reforms, improving the tax
administration, energy sector reforms, strengthening electoral processes, improving local government
management, rule of law, community deveiopment, health and humanitarian relief and human resources
development. Most of these programs have cross-sectoral support. USAID also will use FY 2003 funds
to start three new activities in energy security, agricultural business development, and micro-finance to
consolidate major gains accomplished by previous activities. In addition, USAID intends to use FY 2003
funds to start other new activities that have been identified for inclusion in the new Strategic Plan (FY
2004-2008). Increased programmatic emphasis will be put on anti-corruption activities, support for
upcoming Parliamentary and Presidential elections In 2003 and 2005, respectively, and community
development in potential conflict areas.

Other Program Elements: A regional Caucasus farmer-to-farmer program funded through P.L. 480
proceeds operates in Georgia. The program provides short-term technical assistance to farmers on
problems relating to production, appropriate processing technology, and business pilanning and
management.

Other Donors: Major donors in Georgia are the World Bank, the IMF, the United States, the Government

of Germany, UNDP, the European Bank for Reconstruction and Deveiopment (EBRD), and the European
Union (EU). Donor coordination has been satisfactory in poverty reduction, economic growth, free-and-
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fair elections, banking sector reform, energy security, and heaith care reform. The Mission is working to
improve donor coordination in land reform, tax policy, agriculture, and disaster assistance. The World
Bank supports projects in energy {including electricity and oil transportation), municipal infrastructure, and
institution building. These programs complement several elements of USAID's programs. Similarly,
EBRD programs in banking, small and medium sized enterprises, micro-finance, and in the energy sector
complement USAID activities in these areas. The EU activities support institutional, legal, and
administrative reform, food security, health care, border guards, and transport infrastructure. UNDP
programs complement the USAID programs supporting poverty reduction, democracy, and capacity-
building of government institutions. :
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Georgia
PROGRAM SUMMARY

{in thousands of doilars)

Accounts FY 2001 FY 2002 FY 2003 FY 2004
Actual Actual Pricr Request Request
FREEDOM Support Act $5.361 89,807 87,000 75,000
PL 480 Title Il 9,205 0 0 0
Total Program Funds 104,566 89,807 87,000| 78,000
STRATEGIC OBJECTIVE SUMMARY

114-0130 Increasad Economic Growth

FSA 14,353] 14,700/ 14,700] 14,000
114-0150 Energy and Environment

. FSA 21,650] 13,496] 8,850] 9,000

114-0220 Rule of Law

FSA 870] 3,208) 4,025 4,500
114-0230 Good Local Governance

FSA 3,868) 7,805] 5,375] 6,000
114-0310 Reduced Human Suffering

FSA 7.572| 11,008 10,250} 10,500
114-0420 Cross-Cutting Programs

FSA 4,770} 3,678| 8,850} 8,700
TRANSFER

FSA 42,280| 35,014) 35,150} 24,300
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Data Sheet

USAID Mission: Georgia
Program Title: Increased Economic Growth
Piliar: : Economic Growth, Agriculture and Trade
Strategic Objective: 114-0130
Status: Continuing
Proposed FY 2003 Obligation: : $14,700,000 FSA
Prior Year Unobligated: $4,244,000 FSA
Proposed FY 2004 Obligation: $14,000,000 FSA
Year of Initial Obligation: 1983
Estimated Completion Date: 2004

Summary: USAID's broad, muiti-year economic growth program includes demand-driven policy reform,
comprehensive banking sector reform, credit provision, land reform, improved fiscal policy and
administration, agricultural reform and assistance to agribusiness. While direct beneficiaries are private
enterprises, all Georgians stand to gain from a growing and commercially sustainable private sector.
USAID-funded activities in Georgia focus on three intermediate results: Improved Policy and Operating
Environment; Increased Access to Credit; and increased Market-oriented Production.

Inputs, Outputs, Activities:

FY 2003 Program;

Demand-driven policy reform, increased access to finance through institutional strengthening and
competitiveness ($2,800,000 FSA). This new five year aclivity will begin in FY 2003. Support to the
demand side of policy reform will be accomplished by working with business associations to develop a
national business agenda and its implementation through public/private partnership. The private sector’s
access to credit will be strengthened through the development of a wholesale lending facility, a better
understanding of financial sector constraints through analytical studies, and establishment of a collateral
registry and credit information bureau. A competitiveness component will identify key industrial clusters,
and will support efforts to remove constraints to their development. Training will be provided for
enterprises to improve their competitiveness. Principal contractors and grantees are to be determined.

Restructuring and policy assistance for the Ministry of Agriculture and Food ($300,000 FSA). A long-term
U.S. advisor and a small team of Georgian professionals provide restructuring and policy advice.
Restructuring support to the Ministry of Agriculture and Food {MAF) includes: training in conducting risk
assessments; reorganization of the Ministry's operating units; strengthening of the Ministry’s audit
capacity; adopting international standards for exports of agricuitural products; training for national-level
Ministry staff, and developing a policy analysis capacity. The downsizing and reorganization of the
ministry along with a plan to provide a living wage for the remaining employees serve as the basis for
future activities. A self-sustaining agricultural policy analysis unit established with USAID support will be
turned over to the MAF in FY 2003. The principal contractor is Development Alternatives, Inc (prime}.

Land reform ($1,500,000 FSA). USAID has been supporting registration of ownership rights in agricultural
and commercial land parcels, as well as the registration of ownership changes arising out of secondary
transactions (e.g., mortgages, re-sales). USAID assistance uses Georgian institutions and expertise to
survey land parcels and provide information and assistance to local registrars in carrying out agricultural
land and other real estate registrations. An important facet contributing to the institutionalization and
sustainability of these state procedures is the reinforcement of an effective advocate organization (the
Association for the Protection of Landowners Rights) for protection of property owners' rights. The
principal grantee is Terra Institute (prime).

Micro-credit and rural credit ($2,500,000 FSA)
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USAID has been supporting farmers’ and agribusinesses’ access to credit through the development of six
regional credit associations. FY 2003 is the last year of this program. A new five year activity will begin in
late FY 2003 to provide technical assistance and grant funding in support of micro and small enterprise
finance in both urban and rural markets. Principal contractors and grantees are: ACDVVOCA (prime)
and others to be determined.

Banking supervision ($1,630,000 FSA).The banking infrastructure support program will continue to assist
the National Bank of Georgia to develop prudential regulations, on-site and off-site inspection systems,
and analytical tools to appraise problem banks and assist in improving their management. Additionally,
the program will ensure that both banking laws and central bank regulations are improved and
imptemented, and internationally accepted accounting policies are disseminated to commercial banks.
The principal contracter is Bankworld, Inc. (prime).

Agribusiness development (35,000,000 FSA). Agribusiness development wili be addressed through a
multi-phased activity, Support Added Value Enterprises in Agriculture (SAVE), which identifies markets for
Georgian value-added products and then works through the marketing chain, identifying and mitigating
critical constraints to enabie the production, processing, and sale of the specific product. Phase one of
this project has identified potential markets for several products in EU countries and in Russia. Based
on the outputs of Phase 1, this activity will be expanded (Phase 2) during FY 2003 to help agribusinesses
develop processing and marketing plans and enter into expert contracts. The principal contractor is
ACDI/VOCA (prime).

Program Development and Support ($3970,000 FSA). USAID will utilize these funds to support program-
funded management staff and other costs related to program design, development, and evaluation.

FY 2004 Program:

Demand-driven policy reform, increased access to finance through institutional strengthening and
competitiveness ($4,000,000 FSA). Pricrities for implementing the nationat business agenda identified by
the private sector are expected to begin emerging early in FY 2004. Technical assistance is expected to
increase to address identified needs related to policy, financial infrastructure, and competitiveness.

Land reform ($1,000,000 FSA). Selected aspects of the land privatization program are expected to
continue in FY 2004, through a new follow-on activity that is under consideratign.

Microfinance and rural credit ($2,600,000 FSA). This follow-on activity, built upon the momentum of the
previously funded micro-finance program, provides technical assistance and grant funding in support of
micro and small enterprise finance operations in bath urban and rural markets. This activity will focus on
long-term sustainability (both operational and financial) of the microfinance institutions, including their
ability to attract additional funds and enter into service relationships with commercial banks.

Agribusiness development ($6,000,000 FSA). Support Added Value Enterprises in agriculture (SAVE)
wilt continue developing distribution channets and potential markets for selected products in FY 2004
under the second phase of the program.

Program Development and Support ($1,000,000 FSA). USAID will utitize these funds to support program-
funded management staff and other costs related to program design, development, and evaluation.

Performance and Results: USAID’'s economic growth efforts achieved results in three main areas in FY
2002: 1) the policy and operating environment improved with better administrative capacity and a
strengthened State Tax Department's ability to collect taxes, while the Ministry of Agriculture and Food
adopted sanitary and food safety standards consistent with World Trade Organization requirements; 2)
USAID-supported microfinance institutions achieved a high degree of operational sustainability and
provided over 60,000 loans to micro and small enterprises, while banking supervision at the National
Bank of Georgia was strengthened; and 3) a new activity, SAVE, was launched to promote Georgian
agricuiture exports through the identification and mitigation of processing and marketing constraints. As a
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resuit of this program, target commodities for assistance and assessment of market opportunities for
export to EU and Eurasian countries were identified.

By improving the policy and operating environment, increasing access to credit, and removing constraints
to the development of market-oriented production, these programs will accelerate the development and
growth of private enterprises in Georgia. It is planned that by the end of the current USAID strategy
period, Georgia will have over 80,000 operating private enterprises, up from fewer than 56,000 in 1999.
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US Financing in Thousands of Dollars

Georgia
114-0130 Increased Economic Growth ESF FSA
Through September 30, 2001
Obligations 3,888 53,827
Expenditures 3,888 43,286
Unliquidated 0 10,541
Fiscal Year 2002
Obligations 0 12,605
Expenditures 0 10,618
Through September 30, 2002
Obligations 3,888 66,432
Expenditures 3.888 53,904
Unliguidated 0 12,528
Prior Year Unobligated Funds
Obligations 0 4,244
Planned Fiscal Year 2003 NOA
Obligations 0 14,700
Total Planned Fiscal Year 2003
Obligations 0 18,944
Proposed Fiscal Year 2004 NOA
Obligations. 0 14,000
Future Obligations 0 0
Est. Total Cost 3,888 99,376
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Data Sheaet

USAID Mission: Georgla
Program Title: Energy and Environment
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 114-0150
Status: Continuing
Proposed FY 2003 Obligation: $8,850,000 FSA
Prior Year Unobligated: $5,932,000 FSA
Proposed FY 2004 Obligation: $9,000,000 FSA
Year of Initial Obligation: FY 1988
Estimated Completion Date: FY 2004

Summary: The purpose of this strategic objective is to support 2 more economically sustainable energy
sector. USAID's emphasis is two-fold: 1)} to create a climate that will attract private sector participation
and ownership, with subsequent improvements in the management of resources and provision of
services; and 2) to improve energy sector efficiency in economic terms, with subsequent increases in
capital and operating resources. The current state of Georgia's energy sector infrastructure borders on
failure; internally-generated revenues and private investments need to increase before real improvements
in services will be provided to customers. Beneficiaries of this objective are the approximately 1.3 million
residential household and commercial consumers of electricity, and potentially an equal number of natural
pas customers.

Inputs, Outputs, Activities:

FY 2003 Program:

Energy restructuring and privatization ($6,600,000 FSA). The Government of Georgia (GOG) recently
prepared a national energy strategy designed ta improve the supply and distribution of energy resources
throughout Georgia. Key elements of this strategy include improving the financial state of the sector,
ensuring energy independence, assistance to socially vulnerable groups, increased energy efficiency, and
modernization and rehabllitation of the electric power sector. To assist the government in impianting this
GOG strategy, USAID will fund an Energy Sector Initiative (ESI) in FY 2003. This initiative will provide
technical assistance for implementing this strategy, leading to Georgia's energy security and energy
independence.

The level of funding for this activity will be based upon the GoG meeting specific conditions. These
include conditions precedent to first disbursement as well as meeting other targets to be accomplished
over the life of the program. Most of the conditions will be reiated to implementing the GOG national
energy strategy. Emphasis will be placed on the implementation of critical policies related to. sector debt
management, improved collections from electricity market customers; rationalizing state budget
management; honoring payments for energy supplied by external sources; and planning for the utilization
of national energy resources. Other critical conditions will be identified during the implementation phase.
The redesigned Georgia Winter Heat Assistance Program currently funded by USAID will be a component
of this program. Principal contractors and grantees are to be daetermined.

Environmental policy, legislation and regulation ($500,000 FSA). Training and operational guldance for
the oversight and monitoring of environmental compliance related to exploration, development, and
transportation of oil and gas resources will be provided primarily to the State Agency for the Regulation of
Oll and Gas Resources (SAROGR). Other agencies of the GoG (Ministry of Fue! and Energy and the
Georgian National Energy Regulatory Commission) also will be provided training to a limited extent. The
proposed training will increase Georgia's capacity to effectively protect the environment and natural
resources while developing indigenous sources of snergy. The principe! contractor is PA Government
Services, Inc. (prime).
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Management of natural resources and biodiversity ($1,500,000 FSA). Sixty percent of the Georgian
population lives at or below the poverty line. individual choices of energy sources are influenced both by
family financial situations and on the reliability of the supply of energy. During the winter months
electricity and gas supply is especially sporadic and uncertain. Commercial customers also are faced
with critical decisions relating to energy choice based on the reliability of energy sources. The
snvironmental impact of energy sources is now a national concern, specifically the uss of firewood with
high potential for forest destruction and air quality. The proposed program will identify and implement
measures that will lead to rationai utilization of energy sources by Georgians. The principal contractor is
Development Alternatives, Inc, (prima).

Program development and support {$250,000 FSA). USAID will utilize these funds for supporting
program-funded management staff and other costs reiated to program design and devslopmaent.

FY 2004 Program:
Energy restructuring and privatization ($6,000,000 FSA). Incremental funding to support the program
initiated in FY 2003,

Environmenta! policy, legislation and regulation ($1,000,000 FSA). Incremental funding to support the
program initiated in FY 2003.

Management of natural resources and biodiversity ($1,650,000 FSA). Incremental funding to support the
program initiated in FY 2003.

Program development and support ($350,000 FSA). WUSAID will utilize thesa funds for supporting
program-funded managemant staff and other cosis related to program design and development.

Performance and Results: Performance of the SO did not meet expectations over the past year.
Throughout FY 2002, the energy sector in Georgla continued to be plagued by extremsly low revenue
collection and poor cash-flow management. USAID's efforts to address the poor financial discipline were
focused on the stert-up of operations of the management contracts for the wholesale electricity market
and the transmission and dispatch organizations. There were minimal efforts by the GOG to privatize
energy sector assets in the past year. Until revenues are collected from customers, little interest exists in
the private sactor for purchasing the assets. Efforts to privatize the Thilisi gas distribution company
(Thilgazi) failed for @ number of commercial reasons, however the high commaercial losses (about 60%)
and total collections astimated to be as low as 20% are cited as the fundamental causes for the
breakdown in negotiations. The Government of Georgia continues to move ahead in the approval
process for transit oil and gas pipelines from the Caspian Sea to Western markets. Following the USAID
assistance for the baseline environmental evaluation of the proposed oll pipeline route, several advanced
discussions have taken piace concerning specific sections of the route though the Borjomi and Tsalkha
regions of Georgia. Both regions are considered environmentally sensitive and have received
intarnational attention on the environmenta! impact of the proposed pipeline route. USAID assistance
continues to provide guidance to the Ministry of Environment on the reguirements o respond and
comment on the Environmental and Social impact Assessment prepared by the BTC (the pipeline
Consortium) in June 2002.
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US Financing in Thousands of Dollars

Georgia
114-0150 Energy and Environment FSA
Through September 30, 2001
Obligations 38,905
Expenditures 30,482
Unliquidated 8,423
Fiscal Year 2002
Obligations 26,595
Expenditures 17,738
Through September 30, 2002
Obligations 65,500
Expendifures 48,220
Unliguidated 17,280
Prior Year Unobligated Funds
Obligations 5,932
Planned Fiscal Year 2003 NOA
Obligations 8,850
Total Planned Fiscal Year 2003
Obligations 14,782
Proposed Fiscal Year 2004 NOA
Obligations 9,000
Future Obligations 0
Est. Total Cost 89,282
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Data Sheet

USAID Mission: Georgia
Program Title: Rule of Law
Piltar: Demaocracy, Conflict and Humanitarian Assistance
Strategic Objective: 114-0220
Status: Continuing
Proposed FY 2003 Obligation: $4,025,000 FSA
Prior Year Unobligated: $323,000 FSA
Proposed FY 2004 Obligation: $4,500,000 FSA
Year of Initial Obligation: 1983
Estimated Completion Date: 2004

Summary: USAID's Rule of Law (ROL) program supports efforts to assist Georgia to lay a sound legal
foundation on which to build a stable market economy and democratic governance. USAID programs
encourage iocal empowerment through public awareness of legal rights and supporting legal access
mechanisms enabling pursuit of these rights, and increasing the capacity of legal institutions to implement
and enforce better laws and regulations.

Inputs, Qutputs, Activities:

FY 2003 Program: _

Rule of law ($3,725,000 FSA). USAID will continue its support to empower citizens through public
awareness of their legal rights, and will support legal access mechanisms to enable them to pursue these
rights. Assistance also will continue to increase the capacity of legal institutions to enact and implement
better laws and regulations in a predictable and transparent manner. Clear legal boundaries on the
exercise of government power need to be established to enhance accountability and reduce opportunities
for corruption and self-dealing. Citizen awareness and action to chalienge government actions will
provide the key monitoring and enforcement mechanisms to maintain these boundaries. Assistance for
supporting independent judiciary and enhancing lega! professionalism will continue. Principal contractors
and grantees are: the American Bar Association's Central European and Eurasian Law Initiative
(ABA/CEELL!) (prime), IRIS Center at the University of Maryland (prime), the Georgian Young Lawyers
Association (sub), Liberty Institute (sub), Internews, Center for International Legal Cooperation (sub),
AMEX International (sub), Court Managemant Associates (sub), Abt Associates (sub), and Nathan
Associates (sub).

Program development and support ($300,000 FSA). WUSAID will utilize these funds for supporting
program-funded management staff and other costs related to program design and development.

FY 2004 Program:
Rule of law ($ 4,200,000 FSA). The Rule of Law program is expected to be refined to respond to the new
strategic directions and will build on the experiences of the current program.

Program development and support ($300,000 FSA). USAID will utilize these funds for supporting
program-funded management staff and other costs related to program design and development.

Performance and Results: The adoption of the General Administrative Code and the Administrative
Procedure Code, which went into force in January 2000, represented extraordinary advances for Georgia,
breaking new legal ground for Eurasian states. Initia! USAID assistance focused on the provisions
dealing with freedom of information and the transparency of public agency meetings. Interested citizens
and informed courts have used the codes, helping to bring about a noticeable impact in their
implementation. A reformed judiciary has decided cases and given meaning to the Administrative Codes'’
progressive provisions. For example, government agencies have heen compelied to disclose information
they sought to withhold, and disputes betwesn citizens and agencies have been resolved pursuant to the
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new procedures. In FY 2002, "Know Your Rights” public service announcements were launched on all
major TV channels addressing issues such as bribery, equality under the law, courl decisions, and
religious rights.

Licensing is a quintessential administrative law function of the government, and one of the most
susceptible to abuse and corruption in the absence of transparent procedures and standards. In FY
2002, with the support of USAID and other doneors, a new reform Licensing Law was enacted and
harmonized with the provisions of the Administrative Code. Implementation of this new law provides
opportunities to improve the administrative process for individual citizens and private enterprises. In
addition to supporting administrative rights, USAID provides significant resources to support human rights
through legal clinics and !egal service organizations. In FY 2002, the legal aid centers have been
expanded inio Georgia's regions to cover larger groups of indigent citizens. The number of cases and
legal consultations has increased substantially. Their is a growing need for public defense and increasing
willingness of the population to access legal remedies to solve disputes.

Progress on judicial reform continues. In FY 2002 the Council of Justice held one judicial qualification
examination. After passing the examination, the seven judicial candidates participated in a competition
for vacant positions and underwent a vetting process. The implementation of a merit-based system for
selecting judges represents a major achievement for judicial independence. The Judges of Georgia, a
private judges’ association established with USAID support, continues to grow and has extended its
services to judges in the regions. Judicial reform progress, however, could be hindered if the GOG does
not provide the judges adequate salary.

In spite of several years of stiff- opposition from Soviet-era legal associations, Pariiament, with support
from legal advocacy organizations and private attorneys, enacted a Law on Advocates. This progressive
law mandates the qualification examinations and the introduction of a Code of Ethics for advocates. Prior
to the examinations, the Coliegium of Advocates (the former Soviet tawyers’ union) initiated retrograde
amendments to the law. These amendments are still pending in Parliament, thus stalling the entire
process of introducing qualification exams and establishing a naticnal bar association.
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US Financing in Thousands of Dollars

Georgia
114-0220 Rule of Law FSA
Through September 30, 2004
Obligations 6,394
Expenditures 5,312
Unliquidated 1,082
Fiscal Year 2002
Obligations 3,130
Expenditures 327
Through September 30, 2002
Obligations 9,524
Expenditures 5,639
Unliquidated 3,885
Prior Year Unobligated Funds
Obligations 323
Planned Fiscal Year 2003 NOA
Obligations 4,025
Total Ptanned Fiscal Year 2003
Obligations 4,348
Propased Fiscal Year 2004 NOA
Obligations 4,500
Future Obligations o
Est. Totai Cost 18,372
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Data Sheet

USAID Mission: Georgia
Program Title: Good Local Governance
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 114-0230
Status: Continuing
Proposed FY 2003 Obligation: $5,375,000 FSA
Prior Year Unobligated: $2,051,000 FSA
Proposed FY 2004 Obligation: $6,000,000 FSA
Year of Initial Obligation: 1999
Estimated Completion Date: 2004

Summary: USAID activities under this objective emphasize local and political decision-making in the
regions outside of Tbilisi, responding to citizens' needs and priorities for services, and laying the
foundation for the parliamentary elections in 2003 and Presidential elections in 2005. Activities are
categorized into three main topic areas. 1) more efficient and responsive local governance; 2) civil society
strengthening and media development; and 3) political processes.

inputs, Outputs, Activities:

FY 2003 Program:

Local governance reform ($1,000,000 FSA). USAID’s technical assistance in local governance will
continue to focus on both local government officials and the stakeholders in the communities they serve.
Intensive reforms in pilot cities will continue to emphasize working simultaneously with both the “supply
side” (local government services) and “demand side” (citizen needs). USAID aims to help Georgians
achieve both an active citizenry and an accountable local government system. Utilizing a system of direct
funding support through USAID's implementing partners coupled with cities matching the direct funding
with donated labor, materials, and funds, USAID will continue to provide technical assistance for 35 local
councils to carry out community services with citizen input and participation. Additional assistance will
provide support in the development and submission of additionai draft legislation for consideration in the
Georgian Pariiament in the areas of budget and finance, property transfer from the central government to
the local level, and fiscal decentralization. The principal contractor is the Urban Institute (prime).

Civil society and media development ($2,300,000 FSA). USAID launched a new “Citizens Advocatel”
program in August 2002 that wili help leading Georgian NGOs establish a firm constituency base, achieve
financial sustainability, develop more effective lobbying techniques for citizen interests, and actively
address legislative concerns governing the NGO sector. As a result of USAID technical assistance, at
least 40 NGOs formed coalitions, targeting citizen concerns through issue-based advocacy campaigns.
In the area of media development, USAID launched a new program, “Media Innovations,” that seeks to
improve journalistic skills, foster management skilis that allow media outlets to emerge as profit-seeking
businesses, and improve and strengthen the legal and regulatory framework to provide a safeguard for
free speech and access to public information. Principal grantees are: Save the Children (prime), IREX
(prime), and the Horizonti Foundation {prime}.

Political process ($1,800,000 FSA). In FY 2003, USAID will increase its emphasis on election processes
to better enable a peaceful transition of power and help strengthen demccratic reformers’ ability to
effectively compete in the 2003 parliamentary elections, a prelude to the 2005 presidential elections.
Through the use of direct technical assistance, USAID will continue to provide non-partison aid to reform-
minded political parties and parliamentary factions in their efforts to form coalitions around reformist
agenda items, such as enforcement of the rule of law, safeguarding freedom of the press, the right of
NGOs to operate free of governmant interference, and opposition to human rights violations and religious
oppression. USAID also will provide assistance to political parties 1o encourage youth and women's
participation in Georgia's political process. USAID's election assistance in FY 2003 will include direct
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technical assistance to the government of Georgia in administering the election and voting process, and
will support training to election poll workers, domestic monitoring efforts, voter education, “Get Out the
Vote" campaigns, and the development of a computerized voter registration system (conditioned on other
international donor organizations sharing the cost). Principal grantees are: the National Democratic
Institute (prime) and International Republican Institute (prime).

Program Development and Support ($275,000 FSA). USAID will utilize these funds for supporting
program-funded sfaff and for other costs related to program design and development.

FY 2004 Program:

Political processes ($1,450,000 FSA). USAID will continue efforts in election processes with an emphasis
on preparing for the early spring 2005 Georgian prasidential elections. Additional support will be given to
a newly-elected parliament with the aim of assisting in its recrganization as a transparent and open
institution that fosters confidence among citizens.

Civil Saciety and Media Development ($2,450,000 FSA)
USAID will continue to support civil society and media development programs that were launched in FY
2003.

Local Governance Reform ($1,700,000 FSA)
USAID is in the process of assessing the impact of the current program and developing a follow-up
program that will complement continuing local government reform efforts.

Program Development and Support ($400,000 FSA)
USAID will utilize these funds for supporting program-funded staff and for other costs reiated to program
design and development in the new Strategic Plan (FY 2004 - FY 2008).

Performance and Results: Through its implementing partners, USAID provided technical assistance to
support Georgia's first direct election of mayors in the June 2002 local elections. Although the election
was largely deemed chaotic, it nonetheless reflacted the will of the people in virtually all cities throughout
Georgia. The election represented several steps forward in Georgia toward meeting the goals of a more
diverse multi-party democracy that responds to constituent concerns; improved election legisiation that
helps prevent mass fraud; and increased voter interest in the eiection process. Official and unofficial
accounts of turnout estimated that nearly 60% of voters came to the polls - far higher than the prior
estimates of 45%. Increased voter commitment to these elections reflected the public’s understanding
that they had a real stake in these elections. A new local governance law transferred significant
responsibilities to city councils, local governments that are legitimately elected and respond to citizens'
needs, and NGOs that can better articulate and lobby for local concerns. All these forces combined to
increase voter interest in the elections. Poiitical party and civic outreach targeted at increasing youth and
women participation in the election process also produced solid resulis, five young independent
candidates were elected to city councils - their first foray into the political scene; a “Rock the Vote'
campaign targeting youth contributed to a 10 percent increase in young peopie’s voting throughout the
country, boosting youth turnout by nearly 30 percent in targeted ciiies; and a Women in Politics campaign
also achieved notable success with 26 female candidates in seven cities (nearty 40% of those trained)
winning elected office. '
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US Financing in Thousands of Dollars

Georgia
114-0230 Good Local Governance FSA
Through September 30, 2001
Qbligations 20,856
Expenditures 9,932
Unliquidated 10,924
Fiscal Year 2002
Obligations 6,082
Expenditures 11,846
Through September 30, 2002
Obligations 26,938
Expenditures 21,778
Unliquidated 5,160
Prior Year Unobligated Funds
Obligations 2,051
Planned Fiscal Year 2003 NOA
Obligations 5,375
Total Planned Fiscal Year 2003
Obligations 7,426
Proposed Fiscal Year 2004 NOA
Obligations 6,000
Future Obligations 0
Est. Total Cost 40,364
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Data Sheet

USAID Mission; Georgia
Program Title: Reduced Human Suffering
Piliar: Democracy, Confiict and Humanitarian Assistance
Strategic Objective: 114-0310
Status: Continuing
Proposed FY 2003 Obligation: $10,250,000 FSA
Prior Year Unobligated: $5,761,000 FSA
Proposed FY 2004 Obligation: $10,500,000 FSA
Year of Initial Obligation: 1993
Estimated Completion Date: 2004

Summary: The key elements of USAID's program aimed at reducing human suffering in targeted
communities include the following activities: community mobilization, public works and job creation,
conflict management, emergency relief and disaster response, partnerships between Georgian and U.S.
health care institutions, primary health care, infectious disease program (tuberculosis, sexually
transmitted infections/HIV, immunization support, and health management information system
strengthening), and women’s health-care initiatives.

Inputs, Outputs, Activities:

FY 2003 Program:

Community mobilization ($5,300,000 FSA). USAID will continue to support community mobilization
activities aimed to empower communities by increasing their involvement in decisions and actions that
affect their own development. These activities will demand great involvement of community members in
the decision-making and implementation processes of community projects, and will create not only a
sense of ownarship for community projects but also foster self-sufficiency and transparency at all levels.
Typical activities chosen by communities are predominantly infrastructure, irrigation, and/or school
rehabilitation projects. While service provisions to alleviate human suffering are a near-term objective of
this activity, the long-term objective is to mobilize and empower communities to be able to solve their own
problems. In FY 2003, USAID will initiate 425 community projecis and wilt develop the Community Action
Groups' capacity to be catalysts for service provision, and agents of social change within and outside their
communities. Regional clusters will be formed to facilitate cross-community activities. Principal grantees
are: Mercy Corps (prime) and CARE (prime).

Conflict managernent ($300,000 FSA). Youth-centered activities will continue to concentrate on providing
services to youth affected by conflict and on facilitating meetings and joint activities bstween ethnic
groups in conflict. The principal grantee is United Methodist Committee on Relief (prime).

Emergency ralief and disaster response ($400,000 FSA). The current food program for vulnerable
pensioners will continue. Possible responses to emergencies will be reviewed on a case-by-case basis.
The principal grantee is the Salvation Army (prime).

Infectious disease ($1,900,000 FSA). Health activities will continue to focus primarily on prevention of
infactious diseases aimed at strengthening the Georgian national immunization program. Since 1995,
USAID has been the primary donor for national immunization programs in Georgia, resulting in overall
child immunization levels of 85.7 percent in FY 2002. The STI/HIV prevention project will focus on
behavioral change and outreach activities targeted at high-risk groups in Tbilisi and Batumi; strengthen
the quality, accessibility, and utilization of STI/HIV prevention servicas; and enhance the capacity of local
organizations engaged in STI/MIV activities. The number of anticipated high-risk individuals reached
throughout this project is 12,000, and approximately 6,000 will be reached during the first year of
implementation which baegan in FY 2003. In collaboration with the Ministry of Health and several
intarnational donors, USAID taunched a new infectious disease program on TB prevention and treatment
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aimed at sustained reduction in TB morbidity in Georgia. Principal grantees are: the United Nations
Children's Fund (UNICEF) (prime), Save the Children (prime), and others to be determined by
competition.

Health parinerships and primary health care ($1,500,000 FSA). Primary care will continue to be
supported through the expansion of existing health partnerships into rural areas, and implementation of a
new pilot activity in the impoverished Tsalka Region (an area with a significant Greek minority), enabling
rural populations to have access to quality primary health care. The project will support rehabilitation of
the six PHC facilities that service about 25,000 people in the area. The pilot activity will serve as a model
for nationwide replication. Health partnerships in health management education and health-care
capacity-building will support a new World Bank-funded hospital project in Tbilisi. Principal grantees are:
the American International Health Alliance {prime) and International Relief and Development (prime}.

Program Development and Support ($850,000 FSA). USAID will utilize these funds for supporting
program-funded staff and other costs related to program design and development.

FY 2004 Program:

Community development ($6,000,000 FSA). The focus of the activities will be on increasing the social and
economic well being of targeted communities by expanding community development and small scale
public works programs.

Health sector programs ($4,000,000 FSA). Funds will support health care activities at the national and
regional levels. A new strategy is being developed that will shape specific new activities to be
implemented in FY 2004.

Program Development and Support ($500,000 FSA). 'USAID will utilize these funds for supporting
program-funded staff and other costs related to program design and development,

Performance and Results: Community action and other locally-mobilized community groups completed
nearly 300 community-led projects in FY 2002, in comparison with approximately 200 in FY 2001. The
number of completed projects represents a significant success for the activity since the activity is initiated
in communities where 1) the community members have little experience in addressing their common
problems; 2) locally-elected government officials have unclear mandates; and 3) limited or no resources
are available. The activity empowers the communities and creates enthusiasm for a new way of working.
Eleven of the 13 communities that completed three community sub-projects went on to start a fourth
project entirely relying on community funds. Conflict management concerns were addressed by
expanding programs into regions populated by national minorities {(ethnic Armenians and Azeris) as well
as into the Georgian villages surrounding the tense Pankisi Gorge. Anecdotal information from
implementers indicates that communities engaged in these projects express less interest in separatism
and greater appreciation for United States support for Georgia and their region. Youth programs focused
on increasing contact and cooperation between several thousand youth (both Abkhaz and ethnic
Georgian youth) affected by the conflict in Abkhazia. Participants report greater understanding and
appreciation for non-violent methods of conflict resolution, as wel! as greater respect for other ethnic
groups. As a result of USAID activities in FY 2002, 60,000 households living in drought-affected areas in
Western Georgia benefited from a rapid response to the emergency in the form of agricultural inputs.
Vocational training (1,000 individuals were trained) and rural micro loans (614 loans were disbursed)
helped families in targeted regions increase their incomes and attain greater self-reliance.

Over the past year, USAID health activities concentrated on infectious disease control and prevention, the
retraining of physicians and nurses, and reproductive health/family planning. Ten thousand patients
(predominantly women and children) were served in USAID-funded health centers, the first rural primary
heaith care center, and the Women's Weliness Center that specializes in women's reproductive health
needs. Over 350 health-care professionals were trained in prevention and control, contributing to better
infection controf and lower treatment cost. A biood bank continued to expand operations, receiving 3,126
voluntary blood donations.
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A recent evaluation revealed that as the result of the Care for Each Other reproductive health campaign,
the percentage of married women aware of the USAID program in Tbilisi who had undergone an abortion
in the past 3 years deciined from 45% in 2000 to 28% in 2002. The First National Perinatal Clinical
Guidance supported and developed by the Safe Motherhood Initiative project was adopted by the Ministry
of Health. Since 1995, USAID has been the primary donor for UNICEF immunization programs in
Georgia, resuiting in overal! child immunization ieveis of 85.7 parcent in FY 2002,
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US Financing in Thousands of Dollars

Georgia
114-0310 Reduced Human Suffering DA ESF FSA
Through September 30, 2001
Obligations 402 400 132,332
Expenditures 402 400 115,244
Unliquidated 0 0 17,088
Fiscal Year 2002
Obligations 0 0 9,384
Expenditures 0 0 12,675
Through September 30, 2002
Obligations 402 400 141,716
Expenditures 402 400 127,919
Unliquidated 0 0 13,797
Prior Year Unobligated Funds
Obligations 0 0 5,761
Planned Fiscal Year 2003 NOA
Obligations 0 0 10,250
Total Planned Fiscal Year 2003
Obligations 0 0 16,011
Proposed Fiscal Year 2004 NOA
Obligations 0 Q 10,500
Future Obligations 0 0 0
Est. Total Cost 402 400 168,227
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Data Sheet

USAID Mission: Georgia
Program Title: Cross-Cutting Prograrms
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 114-0420
Status: Continuing
Proposed FY 2003 Obligation: $8,650,000 FSA
Prior Year Unobiligated: $504,000 FSA
Proposed FY 2004 Obligation: $6,700,000 FSA
Yaar of Initial Obligation: 1992
Estimated Completion Date: 2004

Summary: Cross-cutting programs under this objective support the needs and complement the
implementation of the five strategic objectives. Activities under this objective include: training (short-term
and academic), post-training support, institutional hurnan rescurce assessment and analysis, small grant-
making to indigenous NGOs, regional cooperation among the three Caucasus countries, public
information and outreach, and program development and support.

inputs, Outputs, Activities:

FY 2003 Program:

Participant training ($3,200,000 FSA). The participant training program supports ail five strategic
objectives and is intended to improve the performance of Georgians in their professional or work settings.
In FY 2003, USAID will design and implement the CY 2003 Training Plan that is responsive o Mission
S0s and meets the most critical skill-building needs of participants. USAID will identify critical skill and
knowledge deficiencies or performance gaps of the Georgian partner organizations to be addressed
through training and to contribute to their improved performance. USAID also will ensure that training is
applied in participant workplaces and is effectively utilized as demonstrated by documenting changes in
the workplace environment and by encouraging alurnni from USAID participant training programs to share
experiences and provide positive reinforcement to one another. USAID will work on capacity-
development of local fraining providers through proposal writing and management workshops. The
principal contractor is World Learning, Inc. (prime).

Eurasia Foundation (EF) small grants program ($2,000,000 FSA). In order fo increase access to capital
for small-and medium-size enterprises, USAID will fund seven small grants to local organizations to
facilitate access 1o credit by providing credit management training to SME entrepreneurs. The willingness
of banks to increase the size of their ioan portfolios has not led to higher availability of credit for SMEs.
Commercial lending is hampered by the high credit risk that many potential SME borrowers represent to
bank. One critical reason that SMEs are high-risk borrowers is their lack of experience in managing bank
loans. EF plans to address these deficiencies by supporting credit management training to smali- and
medium-size entrepreneurs. In addition to training, USAID also will promote business education by
soliciting institutional development projects from Georgia's two ieading business schools.

Activities implemented by EF are promoting more effective and accountable local governance by
providing access to accurate information relevant to public policymakers and their constituents through
municipal information centers. In FY 2003, EF will support establishment of six new municipal information
centers and will enhance the capacity of existing centers.

-To improve public participation in decision-making processes at the local level, EF will support 12 Parent
Teacher Associations and other school-related NGOs. This grant program will facilitate public
participation and will increase transparency in the management of educational resources though the
support of new civic groups.
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The South Caucasus Cooperation Program (SCCP), implementad by the Eurasia Foundation, continues
to build bonds among professional associations and NGOs in the three Caucasus countries. In FY 2003,
USAID will support adoption and implementation of internationally-recognized standards, investigation
and promotion of regional economic activities that enable access to global markets; and confidence-
building measures addressing regional concerns specific to the South Caucasus (e.g., regional seismic
projects, environmental issues, water rights). The principal grantee is Eurasia Foundation (prime).

Public education and outreach ($1,500,000 FSA). This program will develop and impiement activities
designed to increase awareness and understanding of the generai population, the press, and public
officials, about the benefits of economic and demaocratic reforms that USAID programs support. As a
result of the public education activities, representatives of the govarnment in Tbilisi and the ragions, and
the public, will have a better understanding of how these programs contribute to the economic and social
growth of an independent Georgia.

Program development and support ($1,950,000 FSA). USAID will utilize these funds for supporting
program funded staff and other costs related to program design and development.

FY 2004 Program:
Participant training ($2,500,000 FSA). Participant training program will support training across the
program areas. '

Eurasia Foundation smalil grants program ($1,500,000 FSA). FY 2004 resources requested will continue
to support activities initiated in FY 2002. In public education and outreach, USAID envisicns supporting a
program that will focus on selected regions outside Tbilisi, where knowledge of and support for reforms is
limited.

Public education and outreach ($1,500,000 FSA). This program will continue to advance the public
understanding and awareness of major economic and demaocratic reforms undertaken by the GoG with
the assistance of USAID implementers.

Program development and support ($1,200,000 FSA). USAID will utilize these funds for supporting
program-funded staff and other costs related to program design, development and evaluation.

Performance and Results: In FY 2002, USAID initiated a new activity, Strategic Technical Assistance for
Results with Training (START). In addition to providing single training events, the new START program
includes two new and vital elements: 1) institutional analysis, and 2) alumni support. in FY 2002, the new
training program conducted & needs assessment of the four energy regulatory agencies USAID helped to
set up and support. A total of 143 pardicipants were trained in the areas of humanitarian assistance,
sogcial transition, economic growth, democracy and govemance, and energy and environment. Action
plans were developed that demonstrate participants’' commitment to implementing new ideas and sharing
knowiedge. The capacity of ¢ertain local training providers also was strangthened. Women accounted
for 25% of trainees.

In FY 2002, the Eurasia Foundation, which manages small grants and regional cooperation programs,
awarded 48 grants to Georglan NGOs though open and targeted competitions. The Eurasia Foundation
Small Grants Program supported the establishment of a School of Investigative Journalism {80 Minutes
Union of Journalists), creation of the information service for a regional radio network (Georgia Radio
Network); development of new training courses for freight forwarders (awarding internationally-recognized
certificates to members of the Freight Forwarders Association of Georgia), and created an information
exchange supporting local development.

In FY 2002, SCCP awarded $1,022,750 in grants to regional professional associations and NGOs in
areas with the greatest potential for region-wide development. Examples of the grants include research
conducted on regional agriculturai trade, transportation, and telecommunications to generate public policy
recommendations; an initiative on regulation of trans-boundary water resources; regional exchange of
photojournalists’ photographs; support to “Perekrestok”, the only news program broadcast in the three
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South Caucasus capitals; and development of a training course for the region’s accountant and banking
professionais.
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US Financing in Thousands of Doliars

Georgia
114-0420 Cross-Cutting Programs ESF FSA
Through September 30, 2001
Obligations 229 19,330
Expenditures 229 14,783
Unliquidated 0 4,537
Fiscal Year 2002
Obligations 0 5,285
Expenditures 0 6,313
Through September 30, 2002
Obiligations 229 24,615
Expenditures 229 21,108
Unliquidated 0 3,608
Prlor Year Unobligated Funds
Obiligations 0 504
Planned Fiscal Year 2003 NOA
Obligations 0 8,650
Total Planned Fiscal Year 2003
Obligations 0 9,154
Proposed Fiscal Year 2004 NOA
Obligations 0 8,700
Future Obligations 0 0
Est. Total Cost 229 40,489
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Kazakhstan

The Development Challenge: Despite substantial reform in eleven years of independence, Kazakhstan's
authoritarianism and corruption, wasteful services and energy practices, and disdain for civic action and
an independent media are sfill evident. Continued government attempts to control and stifle indepsndent
media and political groups indicate a reluctance to embrace basic civil liberties, The environment far
independent media and opposition parties worsened over the past year, as the Government of
Kazakhstan (GOK) introduced mora restrictive laws on political parties and broadcast media. According to
Freedom House, Kazakhstan remains *not free,” and Transparency Internationa! reports that this corrupt
country has grown even more corrupt in the past year. Recent political shifts led to the removai of some
key reformers from the government and imprisonment of some opposition leaders. These arrests and
restrictive new laws on registering political parties have significantly reduced political openness that
emerged in late 2001, which appeared to signal an increase in pubiic debate on issues such as
corruption, media, eiectoral reform and decentralization.

At the same time, Kazakhstan has made significant economic progress since independence, wel
surpassing many other former Soviet countrias in macro-economic reform. With a per capita GDP of close
to $1,400, 12% GDP growth in 2001, solid fiscal management, privatization of state-owned enterprises,
and growing pension funds and bond and mortgage markets, Kazakhstan is the wealthiest of the Central
Asian republics. Avoiding adverse macro-economic consequences from concentration on the oil ‘sector is
a major economic policy concern, but there are signs that the GOK has embarked on an industriaf poiicy
designed to diversify the economy away from overdependence on oil by developing Kazakhstan's light
industry and small business sector. The 2001 opening of the Caspian Consortium pipeline, from western
Kazakhstan's Tengiz oiffield to the Black Sea, substantially raised Kazakhstan's export capacity.
Kazakhstan correspondingly increased its sales of ol on international (non-Commonwealth of
independent States) markets, where prices ars much higher, contributing to strong economic
performance in 2001-2002. However, the economy remains dominatec by oligarchic interests, and
income and social disparities are large and growing, with neariy 30% of the population living below the
poverty line. The official unemployment rate is near 10%, but the real figure may be as high as 30%.
HIV/AIDS in particular is rising dramatically among high-risk groups, including drug users. Over 5% of the
intravenous drug-using population is infected, indicating a concentrated HIV epidemic. Kazakhstan's
infant mortality rate in 2002 is estimated io be 58.95 deaths per every 1,000 live births. Tuberculosis
mortality rates dropped 12.4% in the iast reporting period, and inoculations against Hepatitis B have
brought its incidence to zero among young children. By comparison, the incidence of these dissases
beyond childhood is still well above International norms.

Due to its tremendous oll and gas resources, size, and strategic location, Kazakhstan continues to be a .
key U.S. partner. The United States’ National Energy Plan specifically identifies Kazekhstan's Kashagean
fleld as, potentiaily, one of the most important petroleum reservoirs to begin development in the last thirty
years. Kazakhstan's leading economic and political position in the region gives it an important role in the
ongoing war on terrorism.

The USAID Program: To mest these challenges, USAID assistance to Kazakhstan will expand
opportunities for citizens to participate in civil society and the market economy and move toward stronger
protaction of human rights. The Program Data Sheets provided below cover the five objectives for which
USAID Is requesting funds for Kazakhstan: small enterprise and trade, primary health care, democratic
culture and Institutions, management of energy and water resources, and cross-cutling programs,
including conflict prevention. Through its participant training program, USAID annuaily trains about 1,500
Kazakhstani cltizens in business and finance sklils, democratic reform, and primary heaith cere. USAID
supports both policy reform and legal developmant on the national level, while focusing its programs on
selected localities and sub-regions, to ensure demonstrable results In such a vast country,

FY 2003 funds will be used to Implement the program planned and described in the FY 2003

Congressional Budget Justification. Important cross-cutting objectives are conflict mitigation (through
maedia, education, and community developmant), youth and education, gender, and antl-corruption and
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rufe of law. Recognizing longer-term objectives, the cross-cutting nature of decentralization and the need
to streamline management, in FY 2003, USAID's local government activities will be combined with the
broader democratic objective. Local government initiatives continue as a means of strengthening
democratic culture, social services, and small enterprise, rather than as an end in itself. USAID's fiscal
reform objective will be combined with the broader objective for improved environment for small and
medium enterprise development. Fiscal and 1ax reform activities will be integrated into this objective.

SUPPLEMENTAL AND PERFORMANCE FUNDS: Armed with an increased overail budget dus to
supplemental and performance funds, USAID quickly expanded and initiated activities in democracy
promotion, economic reform, and conflict mitigation. Supplemental funds allowed USAID to deepen its
support of democratic activists in Kazakhstan’s politically repressive environment. In particutar, USAID
expanded political party training to include a full-time in-country trainer and increased resources to bolster
our civic advocacy and education efforts. Supplemental funds also reinforced a newly-focused and
expanded judicial and legal reform program. The next phase of USAID's local government assistance,
which focuses on creating a constituency for decentralization, aiso benefited from additional supplemental
resources. Supplemental funding enabled USAID to focus on reducing the threat of extremism and ethnic-
or resource-based conflicts in Central Asia; the Commurity Action Investment Project (CAIP) is the
centerpiece of this conflict mitigation initiative. CAIP activities are focused on southern Kazakhstan near
the Uzbekistan border to help communities identify and solve basic community problems and to address
local conflicts before they become dangeraus. USAID used FY 2002 performance funds to expand the
small and medium enterprise (SME) program through the newly formed U.S.-Kazakhstan Business
Development Partnership (also known as the Houston Initiative). In particular, USAID initiated a
cooperative agreement with the European Bank for Reconstruction and Development (EBRD) to increase
access to capital through a local bank lending program, and also supported the start-up of the Small
Enterprise Assistance Fund’s efforts to provide additional capital though equity, debt, and leasing. A small
portion of performance funds also contributed to USAID’s economics and business education program to
continue training professors in modern economics and business practices.

Other Program Elements: [n addition, USAID supports institutional partnerships that build lasting
relationships in energy, health, and governance between the U.S. and Kazakhstan. USAID uses several
centrally-managed programs, including the agreement with the Centers for Disease Control, Moenitoring
and Evaluation to Assess and Use Results (MEASURE)Evaluation, and the Ecolinks environmental
partnership program. The Famer-to-Farmer Program complements other USAID agricultural enterprise
activities in Kazakhstan. The Eurasia Foundation has an active small grants program in small business,
local government, and civil society. The Departments of Commerce, Defense, Energy, Agricuiture, and
State also manage programs complementary to USAID field activities in various sectors.

Other Donors: The EBRD, European Union - Technical Assistance for the Commonwealth of
Independent States (EU-TACIS), the Asian Development Bank (ADB), and the World Bank (WB) are
active in Kazakhstan. They provide resources to promote and support the development of SMEs; build
public infrastructures; and modemize Kazakhstan's tax and treasury systems. The Soros
Foundation/Open Society Institute (Soros/OSl), German govermment, United Nations Development
Program (UNDP) and lsraeli government complement the multi-lateral programs in SME development.
UNDP, Soros/OSI, EU-TACIS, and the Organization for Security and Cooperation in Europe support
initiatives in democracy and governance. The Government of Kazakhstan has cancelled the World Bank
Health Loan. Without these funds, future activities of Britain’s Department for International Development
(DFID) in farmily medicine training are in question. The UN agencies - UNAIDS, United Nations Children's
Fund (UNICEF), and the Worid Health Organization - have important health programs and are
coliaborating actively with (and are funded by) USAID. The ADB is becoming more involved in the health
sector, including a major regional project on iadine deficiency and anemia. The WB, Swiss government,
ADB, and the Canadian International Development Agency support activities to improve natural resources
management.
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Kazakhstan

PROGRAM SUMMARY
{In thousands of doliars)
Accounts FY 2001 FY 2002 FY 2003 FY 2004
Actual Actual Prior Regquest Request
Child Survival and Health Programs Fund 200 1] 0 a
FREEDOM Support Act 48,586 45,815 43,000 32,000
Suppiemental - FSA/NIS 0 1,500 0 0
Total Program Funds 48,798 47,318 43,000 32,000
STRATEGIC OBJECTIVE SUMMARY

115-0120 Tax and Budget Folicy

FSA | 2.400] 1.455] of [
115-0131 Small and Medium Sized Enterprise Program

_ FSA 12,000] 11,605| 13,880/ 11.415

115-0181 Enargy and Water

FSA ! 2,700 2,700 2,450] 2,421
115-0211 Strengthened Democratic Cuiture

FSA N 3,600] 8,000 5,750 4,713
115-0230 More Effective and Accountable Local Governance _

FSA ) 1,800} o of 0
115-0240 Corflict Prevention

FSA I o} o] 0] 519
1150320 Heasith and Population

CSH 200 ) 0 0

FSA 8,200 6,000 6,500 5,707
115-0420 Cross-Cutting Programs

FSA | 3,067| 3,491] 3,970] 2,705
TRANSFER

FSA | 18,529} 15,074] 10,650| 4,520

50 115-0211 includes $1,000 of FY 2002 Supplementsl - FSANIS.
TRANSFER includes $500 of FY 2002 Supplemantal - FSA/NIS,

i

Mission Director,
George Daikun




Data Sheet

USAID Mission: Kazakhstan
Program Title: Small and Medium Sized Enterprise Program
Pillar: Economic Growth, Agricufture and Trade
Strategic Objective: 115-0131
Status: : Continuing
Proposed FY 2003 Obligation: $13,680,000 FSA
Prior Year Unobligated: $1,070,000 FSA
Proposed FY 2004 Obligation: $11,415,000 FSA
Year of Initial Obligation: 2000
Estimated Completion Date: 2005

Summary: USAID’s program to improve the environment for the growth of smali and medium sized
enterprises (SMEs) in Kazakhstan has three main components: 1) training present and future
entrepreneurs in modern business skills and making business information more available; 2) providing
more access to capital by enhancing lender knowledge, strengthening financial institutions, and creating
alternative sources of capital, and 3) advocating for and training in more transparent, systematic
implermentation of laws and regulations. While progress has been very positive, there are concerns about
corruption, agricultural (and reform, corporate governance, customs and other impediments to regional
trade. Our program will seek discrete targets of oppottunity to address these issues in the context of
ongoing programs.

Inputs, Qutputs, Activities:

FY 2003 Program:

Business skills and information ($5,434,900 FSA). USAID's EdNet program, with added resources from
FY02 performance funds, will give college students greater access to information and opportunities to
succeed in the free market by providing teaching materials, training, research opportunities, and
scholarships. USAID will also provide targeted business skills and training courses to entrepreneurs and
business managers. Accounting reform, business consulling, advocacy group development, and
strengthening professional associations will continue. A Regional Trade Promction (RTP) activity will help
to increase both regional trade and international trade among SMEs. Training for SMEs seeking 1SO
(International Operating Standards} certification will be provided through the USAID-sponsored Quality
Management Center. USAID's principal parners include: Pragma Corporation (prime), Carana
Corporation (prime}, and Junior Achievement International (sub).

Access to capital ($5,665,000 FSA). USAID will cooperate with the Government of Kazakhstan {GOK),
the National Bank, and the private sactor to continue to strengthen the financial sector, including the
development of a mortgage industry, an insurance industry, a credit bureau, and a credit rating agency.
Support for operation costs at the Agency for Morigage Insurance and the credit bureau will be dependent
upon our receipt of FY 2003 performance funds. Using FY 2002 performance funds, financial support to
the Small Erterprise Assistance Fund (SEAF} will increase opportunities for local firms to obtain financing
through equity, debt, and leasing. Those performance funds will also support training to loap officers at
European Bank for Reconstruction and Development (EBRD) partner banks to facilitate greater lending.
USAID's principal partners include: BearingPoint (prime), Pragma Corporation (prime), SEAF (prime), and
EBRD (prime).

Implementation of laws and regulations ($2,580,100 FSA). Legal experts will identify and help remove
legal and regulatory barriers to SME development at both the national level and within five oblasts
through work with SMEs, business associations, and government officials on the implementation of
administrative and procedural reforms. Technical assistance to the State Customs Commilttee wiil
modernize the customs regime to facilitate trade and investment. In addition, customs officials will be
trained in safe search techniques, risk profiling, ethics, and anti-corruption. USAID will provide technical
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assistance, primarily through its work on medernizing Kazakhstan's quality standards and certification
regime, to help Kazakhstan qualify for admission to the World Trade Organization (WTQ). Depending
upon availability of funds we will assist the government to rationalize proposed land laws. USAID's
principal partners include: Pragma Corporation (prime) and the MBA Enterprise Corps/Citizens
Democracy Corps (sub).

FY 2004 Program:

Business skills and information ($5,022,600 FSA). USAID will deliver technical assistance and training to
entrepreneurs seeking to strengthen their business skills and practices, and assistance in business
association development will foster greater advocacy for reform. Training, teaching materials, research
oppontunities, and scholarships will be made available to Kazakhstani universities and students. If funds
permit, and based on further assessments, technical assistance would support the development of a
regulatory framework needed to promote internet communications technology.

Access to capital ($4,223 550 FSA). Technical assistance to the National Bank will continue to help
develop a mortgage industry, an insurance industry, a credit bureau, and a credit rating agency. Through
technical assistance and some financial support, including some FY 2002 performarice funds,
entrepreneurs will gain access o altemnative sources of capital, including microfinance, equity, debt, and
leasing. In FY 2004, USAID will continue to support training to loan officers at EBRD partner banks.

implementation of laws and regulations ($2,168,850 FSA). Through technical assistance and training on
trade and customs issues, USAID wili continue to help streamiine the legal and regulatory environment to
reduce the burden on business and to attract greater investment. If funds permit, and based on further
assassments, USAID may provide assistance to the GOK in public sector accounting that will foster
greater transparency and accountability in public finance, help develop a land market that supports
private sector growth, and provide fiscal reform assistance in budget development and execution, fiscal
analysis, and tax policy.

Performance and Results: FY 2002 performance funds allowed USAID to react quickly o expand its
program in key areas through support for the newly farmed U.S. - Kazakhstan Business Davelopment
Partnership. USAID trained over 2,500 businesspeopie in ali Kazakhstan oblasts, upgrading their skills in
marketing, management, managerial accounting, and other business fields. Qur work in accounting
reform was key to facilitating Kazakhstan's adoption of national standards of accounting that are in
compliance with International Accounting Standards (IAS). USAID partners also heiped establish the
Kazakhstan Franchise Association and supported the development of a new Franchising Law. In the
financial sector, support to the National Bank led to the consolidation of four financial regulators,
establishment of the Kazakhstan Mortgage Company, and additional improvements to the legal
framework for mortgage insurance and a credit bureau. The pension system accumulations increased
from $1 billion to $1.5 hillion, corporate bond issuance grew from $392 million to $555 million and the
value of mortgages grew from $15 million to $40 milien. The Kazakhstan Community Loan Fund
disbursed over $1.2 million to micro-enterprises, and for the first time farmers were abla to secure loans
using grain receipts. Based on the overall sirong progress this year, the Mission dees not anticipate any
significant changes to the strategic obiective's current activities. Nonetheless, planned assessments of
some program activities will be used to inform design and management decisions {o ensure continued
strong results and impact. We would also like to reassess our performance indicators to determine their
effectiveness in measuring USAID's progress under this expanded program.
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US Financing in Thousands of Dollars

Kazakhstan

115-0131 Small and Medium Sized Enterprise
FSA

Program
Through September 30, 2001
Obligations 0
Expenditures _ 0
Unliquidated 0
Fiscal Year 2002
Obligations 13,274
Expenditures 2,756
Through September 30, 2002
Obiigations _ 13,274
Expenditures 2,756
Unliquidated 10,518
Prior Year Unobligated Funds
Obligations 1,070
Planned Fiscat Year 2003 NOA
Obligations 13,680
Total Planned Fiscal Year 2003
Obiigations 14,750
Proposad Fiscal Year 2004 NOA
Obligations 11,415
Future Obligations 0
Est. Total Cost 39,439
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Data Sheet

USAID Mission: Kazakhstan
Program Title: Energy and Water
Pillar: Economic Growth, Agricuiture and Trade
Strategic Objective: 115-0161
Status: Continuing
Proposed FY 2003 Obligation: $2,450,000 FSA
Prior Year Unobligated: $1,453,000 FSA
Proposed FY 2004 Obligation: $2,421,000 FSA
Year of Initial Obligation: 2000
Estimated Completion Date: 2005

Summary: Improvements in Kazakhstan in the management of its natural resources have exceeded
targets. Kazakhstan, the largest of the Central Asian republics, has abundant naturat resources, including
huge oil and natural gas reserves. The economic development of the country is directly tied to its ability {o
manage the efficient use of these resources, and USALD programs are directed at assisting Kazakhstan
in this vital sector, as well as in improving policies related to energy and the management of water
resources. The improved management and sound development of Kazakhstan's energy resources are
important to U.S. strategic and commercial interests, especially in light of Kazakhstan's emergence as a
significant energy producer in the near future. U.S. commuercial interests would like to participate further in
the development of oil and gas fields, and wouid like to see new delivery routes for these energy supplies.
Economic growth and the maintenance of amicable relationships among the nations of Central Asia also
depend on the equitable sharing of water resources.

Inputs, Outputs, Activities:
FY 2003 Program:
Water ($250,000). Water activities will be focused on completing ongoing activities related to

communications netwarks, upgrading data collection and monitoring systems for forecasting water needs, -

and associated fraining. Collaborative relationghips with other donors will be emphasized and pursued to
expand the automated water management system to other monitoring sites. USAID will also assist in a
renewal of the current five-year Transboundary Water Agreement between Kazakhstan, Kyrgyzstan, and
Uzbekistan, which is due to expire this year. PA Consulting Group is the chief implementer of the Natural
Resocurces Management Project for both the water and energy activities.

Energy ($2,200,000). USAID's energy program will continue to focus on management methods that
demonstrate simple, inexpensive, and easily replicated technology and/or practices for better overall
efficiency. Equipment upgrades, robust ftraining, and public awareness acfivities will accompany
demonstrations. Heating demonstration models in two apantment buildings, with approximately 100
beneficiaries, will focus on heating efficiency to provide more on-site control of heat requirements at
reduced costs. Astana, the country's capital, will be the focus site for demonstrating the modeis. Qil field
clean up models will be expanded in Atyrau, the major oil preducing area. Projecits raise public
awareness of efficiency issues and increase public participation in energy and water decision-making.
USAID will also continue efforts to simplify government procedures, rules, and regulations related to the
energy sector, and will continue cn-going efforts with the Kazakhstan Eleclricity Association to deveiop
rational tariff policies and to advocate the heating efficiency concepts exposed through the demonstration
models to both the public at large and the government. We will also continue to assist the government to
establish a centralized system for oil and gas data collection to increase transparency, improve regulatory
practices, and to identify laws and regulations that require revision.

FY 2004 Program:

Water ($485,000). Water activities related to communications and monitoring systems for forecasting
water needs will continue through FY 2004. Systems will be strengthened through continued training.

305




We will examine how we can best assist with implementation of the new transboundary water agreement.
Farm level wailer management is planned to be a focus of training assistance.

Energy ($1,936,000). Energy programs will continue o focus on models, referred to above, that
demonstrate simple, inexpensive and easily replicated technology and/or practices. All demonstrations
will be accompanied by robust training and public awareness aclivities. Assistance will also be directed at
continued policy review and reform, and the implementation of rules and procedures that encourage
investment or limit opportunities for corruption. We will continue to work with the government to further
refine and improve the cil and gas data information system.

Performanca and Results: Five demonstration projects to illustrate improved practices for oil field
cleanup and heating efficiency were completed. Projects have increased public awareness and
discussions with government representatives have begun on policy issues te further the expansion and
adoption of these new technologies. For exampie in Atyrau, local residents who participated in heating
efficiency projects are involved in monitoring heat and hot water use and have lobbied both the
government regulator and local government for consumption-based rates for themselves and others, A
previous USAID-funded study conducted for the GOK on domestic petrolfeum products was widely
circulated, and we continue o see its recommendations refiectad in new legistation and reguiation that
bring about greater government accountability and transparency. As a step toward this accountability and
transparancy, USAID is helping the Government develop & new electronic database of oil revenue and
other statistics that will be accessible to the public. Energy reforms are on a positive track in Kazakhstan,
and USAID assistance is essential to expand the benefits of energy efficiency, reduced costs and a more
active government-public interaction with respect to energy demand and consumption. in its ongoing
effort to provide future oll and gas sector leaders exposure to new technologias and international
practices and standards, USAID established student chapters of various professional petroleum
associations at the Kazakh National Tachnical University, along with & student resource center, complete
with internet connectivily and a small reference library. With the encouragement of USAID,
TengizChevroil chose to support a similar student chapter at the Atyrau Oil and Gas Institute.

FY 2002 water activities focused on the communications and information chain that leads to better
forecasting with regard to water flow requirement. Thesé include improved collection, analysis, and
exchange of data critical to water resource management, improved weather forecasting capabllity, and
the ability to better predict annual runoff and river stream flows.

By the completion date of the activity, water managers will have the necessary tools and training to make
well-informed decisions on aliocations and overall management of the resource. Future regional water
and energy agreements will be basad more on objective data and standards, thereby mitigating thelr
potential for conflict among Central Asian countriss. The energy sector will have proven models for
increasing heating efficiency at lower costs, and for cleaning up abandoned ol sltes.
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US Financing in Thousands of Dollars

Kazakhstan
115-0161 Energy and Water FSA
Throtﬂh September 30, 2001
Obligations 0
Expenditures 0
Unliquidated 0
Fiscal Year 2002
Obligations 1,847
Expenditures 1,601
Through September 30, 2002
Obligations 1,847
Expanditures 1,601
Unliquidated 248
Prior Year Unobligated Funds
Obligations 1,453
Planned Fiscal Year 2003 NOA
Obligations 2,450
Total Planned Fiscal Year 2003_
Obligations 3,803
Proposed Fiscal Year 2004 NOA
Obligations 2421
Future Obligations 0
Est. Total Cost 8,171
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Data Sheet

USAID Misston: Kazakhstan
Program Title: Strengthened Democratic Culture
Piltar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 115-0211
Status: : Continuing
Proposad FY 2003 Obligation: $5,750,000 FSA
Prior Year Unobligated: $784,000 FSA
Proposed FY 2004 Obligation: $4,713,000 FSA
Year of initial Obligation: 2001
Estimated Completion Date: 2005

Summary: USA!ID's Democracy Program in Kazakhstan strengthens democratic culture among citizens
and target institutions by: 1) creating stronger, more sustainable civic organizations; 2) increasing
availability of information on civic rights and public issues; 3) enhancing opportunities for citizen
participation in governance; and 4) helping public institutions become more effective, responsive, and
accountable. In an increasingly repressive environment, USAID quickly obiigated supplemental funds to
broaden its support of democratic activists, including additional support to political parties, human rights
organizations, and civic activists. Prior year unobligated funds include $370,000 of FY 2002
Supplemental - FSA/NIS.

Inputs, Outputs, Activities:

FY 2003 Program: '

Political process and institutions ($1,700,000 FSA). USAID will strengthen the canvassing and organizing
skilis of political parties, movements, and independent candidates. USAID's Local Government Initiative
will strengthen think tanks, professional organizations, locally-elected councils, and others who advocate
for decentralization. The judicial reform program will train judges on civil and criminal issues as well as
disseminate judicial decisions. USAID will step up support to Kazakhstan's fledgling human rights
organizations in order to bring more public understanding and awareness of abuses. USAID’s legal
reform program focuses on legal education and ethics. Principal implementing partners are: the American
Bar Association's Central and East European Law Institute (ABA/CEELLI) {prime}, Urban Institute (prime),
NDI {prime), and others to be determined through competition.

Civil society ($2,001,000 FSA). USAID will continue support to two NGO partners to conduct up to four
national advocacy campaigns. USAID will support seven civil society support centers (CSSCs), that
provide training, technical support, information, networking, and professional services to non-
governmental organizations (NGOs). Grants will be made to support grassroots community development,
national advocacy, and institutional development. Training on advocacy and strategic planning will be
provided to activists and NGOs. Principal implementing partners are: Counterpart (prime), the
International Center for Not-for-Profit Law (ICNL) (sub), NDi (prime), and others to be determined through
competition.

Media and information ($2,049,000 FSA). USAID will support training for 18 non-governmental television
stations to improve quality, build financial stability, and editorial independence. A production fund will
enable independent stations and production houses to produce local programming in the Kazakh
language to fully comply with Kazakhstani law. A legal advisor wili consult with media outlets to ensure
that they are in compliance with the law. A print media advisor will continue to upgrade the guality of
reporting. To combat trafficking in wemen, USAID will provide legal and policy advice to the Government
and support 16 anti-trafficking hotlines and a nationwide awareness campaign. USAID will support reform
of teaching methods to promote tolerance and democratic ideals from kindergarten through secondary
school, roll out its civic education program for secondary schools, and support extracusricular activities.
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Principal implementing partners are: Internews (prime), the International Center for Journalists (sub),
Soros Foundation {(prime), and others to be determined through competition.

FY 2004 Program:

Political process and institutions ($1,461,030 FSA). USAID will continue to support political parties and
movements that are committed to democracy. If elections are held in FY 2004, USAID's program will
strengthen the capacity of political parties and citizens to participate in the process. USAID may expand
its technical assistance and training to more local governments depending on commitment {0 greater
decentraiization at the national level. Judicial training may be expanded outside of Almaty and assistance
to improve court administration may be provided. Protection of human rights will remain an important
activity.

Civil society ($1,366,770 FSA). Greater emphasis may be placed on strengthening the network of
CS88Cs, increasing local support, and membership and decreasing dependence on international
organizations. Civic advocacy work will continue.

Media and information ($1,885,200 FSA). USAID will continue its media support program to increase the
quality of information available to the public. Anti-trafficking will remain a key component of USAID's
Information Initiative. Youth will continue to be targeted through civic and democratic education programs
as well as complementary activities for students.

Performance and Results: Despite a challenging environment, USAID successfully supported programs
and met targets. USAID quickly obligated supplemental funds to deepen support of democratic activists,
including additional support to political parties and civic activists. Supplemental funds reinforced a newly
focused and expanded judicial and legal reform program and the next phase of USAID's local government
assistance. USAID conducted introductory, multi-party training workshops that focused ¢n organizational,
strategic, and message development as a lead-up to an expanded political party program. USAID's
training and technical assistance helped to raise the professionalism and financial independence of media
outlets. RIKA TV, a provincial independent station and a recipient of USAID assistance, was recognized
as best among all regional stations in the country. USAID assisted the National Association of Tselevision
and Radio Broadcasters with fundraising and development. Students are more aware of political and
social issues and more active in solving social issues. To increase the availability of information, 23,980
students participated in USAID's civic education courses (exceeding our target by 20,000); 733 students
participated in extra-curricular activities such as student local government days and democracy summer
camps; and 350 schools used the USAID-funded civics textbook for 10th and 11th graders. Over 81,000
students participated in programs designed to develop more democratic teaching methods and increase
parent involverment and student activism. USAID conducted a university-level anti-corruption course,
which increased student awareness of corruption. Sixteen anii-trafficking hotlines and a widespread
information campaign increased awareness about the ploys used by phony overseas companies to attract
people into forced prostitution overseas. USAID supportad the Youth Information Service of Kazakhstan
(YISK} in its efforts against a Soviet-style draft law on youth. Opposition and pro-government faction
deputies received YISK representatives very favorably, despite the government's public support for the
draft law. Deputies invited YISK to participate in the parliamentary working committee to amend the law,
assuring citizens a voice within the process. USAID supported the Republican Network of Independent
Monitors (RNiIM) to carry out a civic advocacy campaign on housing reform. RNIM gathered over 42,000
signatures in support of changes to the housing law. Housing managers and tenants have signed 279
“democratic contracts." By program's end, there will be stronger, more sustainable civic organizations,
increased availability of information on civic rights and domestic public issues such as human rights and
corruption, enhanced opportunities for cltizen participation in governance, and mors effective, responsive,
and accountable public institutions.
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US Financing in Thousands of Dollars

Kazakhstan
115-0211 Strengthened Democratic Cuiture FSA
Through September 30, 2001 _
Obligations 0
Expenditures 0
Unliguidated 0
Fiscal Year 2002*
Obiligations _ 5,900
Expenditures 1,619
Through Septemhber 30, 2002
Obligations 5,900
Expenditures 1,619
Unliquidated ' 4,281
Prior Year Unobligated Funds™
Cbligations 784
Planned Fiscal Year 2003 NOA
Obiigations 5,750
Total Planned Fiscal Year 2003
Ohligations 6,534
Proposed Fiscal Year 2004 NOA
Obligations 4,713
Future Obligations 0
Est. Total Cost 17,147

*Fiscal Year 2002 includes $630,000 of FY 2002 Supplementat - FSA/NIS.
**Prior Year Unobligated Funds includes $370,000 of FY 2002 Supplemental - FSA/NIS.
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Data Sheet

USAID Mission: Kazakhstan
Program Title; Conflict Prevention
Piliar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 115-0240
Status: New
Proposed FY 2003 Obligation: $0
Prior Year Unobligated: $0
Proposed FY 2004 Obligation: $519,000 FSA
Year of Initial Obligation: 2004
Estimated Completion Date: 2005

Summary: Confiict prevention strengthens vulnerable communities and eases local tensions through
public dialogue and improvement of small-scale social and physical infrastructure. USAID addresses both
the roaot and immediate causes of potential conflict through its conflict prevention objective. Since many
corflicts in Central Asia have arisen at the community (rather than international) tevel and our ability 1o
change structural factors at the national level is limited, our conflict prevention strategy focuses on giving
citizens opportunities to participate in decisions that affect their communities, improve living standards,
and provide skills and experience that will diminish the potential for conflict. Community action programs,
targeted where risks of communal or religious conflicts are greatest, are designed to increase citizen
participation in community decision-making and local government, and contribute to mitigating sources of
conflict by promoting econemic recovery and inter-ethnic cooperation. Conflict prevention activities began
in FY 2002 under the Mission's cross cutting program. As the conflict program will become a separate
strategic objective in FY 2004, it is being notified separately for FY 2004 funding.

inputs, Outputs, Activities:

FY 2003 Program:

Conflict Prevention (30 FSA). As FY 2003 will be the transition year for the establishment of a separate
strategic objective for conflict prevention, funding for the FY 2003 program activities is being requested
under the Mission's cross-cutting program, and is reported in the separate program data sheet for cross-
cutting programs. The principai partner in Kazakhstan is ACDI/VOCA.

FY 2004 Program:

Conflict Prevention ($519,000 FSAY}: in the 15 initial communities, and the communities added during the
FY 2003 expansion in the South, Almaty and Zhambul oblasts of southern Kazakhstan, USAID will
continue to work closely with other partners to fold in issues of unemployment (especially among urban
youth), human rights, and cultural awareness into community development activities.

Performance and Results: USAID took advantage of regional supplemental funding to expand conflict
prevention aclivities into southern Kazakhstan. Our interventions now affect approximately 25,000
beneficiaries. After working with a USAID-funded school heating rehabilitation activity, one Kurdish
vilage in Talass Rayon is undertaking major new school renovations on their own. Such behavioral
change is the best kind of success and makes this program sustainable. Another community worked
ciosely with the USAID activity to resolve a flooding problem at a local hospital, allowing for an expansion
of hospital facilities. Results indicators have been developed to report on infrastructure projects
completed, number of beneficiaries, reduced tension, and increased community capacity to identify and
solve problems. Data collection will begin in late 2002. By the end of the conflict prevention program in
2005, at least 25,000 people will directly benefit from small-scale, community driven projects. More
importantly, the community strengthening cormponent of this activity will build the capacity for communities
not only to identify and sclve basic community problems, but also to address local conflicts before they
become dangerous.
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US Financing in Thousands of Dollars

Kazakhstan
115-0240 Conftict Prevention FSA
Through September 30, 2001
Obligations 0
Expenditures 0
Uniiquidated 0
Fiscal Year 2002
Obligations ¢
Expenditures
Through September 30, 2002
Obligations 0
Expenditures 0
Unliquidated 0
Prior Year Unobligated Funds
Obligations 0
Planned Fiscal Year 2003 NOA
Obligations 0
Total Planned Fiscal Year 2003
Obligations 0
Proposed Fiscal Year 2004 NOA
Obligations 519
Future Obtigations 0
Est. Total Cost 519

312




Data Sheet

USAID Mission: Kazakhstan
Program Title: Health and Population
Pillar: Global Heaith
Strategic Objective: 115-0320
Status: Continuing
Proposed FY 2003 Obligation: $6,500,000 FSA
Prior Year Unobligated: $1,079,000 FSA
Proposed FY 2004 Obligation: $5,707,000 FSA
Year of Initial Obligation: 2001
Estimated Completion Date: 2005

Summary: USAID's quality primary health care (PHC) objective is creating a higher quality PHC system
in select oblasts through retraining of doctors and nurses in family medicine and implementing incentive-
based provider payment systems. Heaith sector NGOs are strengthened to become financially viable and
stronger advocates. Post-graduate programs are being developed in public heaith and heaith
management. Activities to control tubercuiosis are being addressed by training doctors and laboratory
specialists in accurate diagnosis and treatment, and in establishing modern surveillance methods,
including a computerized surveillance system. Efforts in HIV are focused on containing the concentrated
HIV epidemic among injecting drug users by increasing NGOs' preventive efforts, marketing condoms,
mapping high HIV transmission areas, and introducing a surveiliance system to document HiV levels.

inputs, Outputs, Activities:

FY 2003 Program:

Increase the quality of primary health care ($2,968,000 FSA). USAID will promote healthy behaviors
through family planning and “Keeping Children Heaithy" campaigns in four oblasts and health education
of PHC clients on sexually fransmitted infections (STls) and HIV/AIDS. Mere PHC doctors will be trained
in family medicine, including hypertensive care, reproductive health (RH), and treatment of children with
diarrhea and acute respiratory infection. Quality improvement pilots will be initiated on hypertension, and
acute respiratory infection in children. The Red Apple RH Hotline, a free confidential source of accurate
reproductive heaith information, managed by the Kazakhstan Business Women's Association, will be
extended to 3 new cities. A safe motherhood pilot will improve care of pregnant women. Technical
assistance continues at the national level on introducing co-payments and equalizing health resource
allocation across oblasts. Per capita financing will be started in Almaty and payment systems refined and
extended in Karaganda Oblast. Systems to register people in PHC will be improved and rolled out. The
Kazakhstan School of Public Health will design a nursing administration program and implement a public
heaith doctoral program with Virginia Commonwealth University. The model Family Medicine Ambulatory
in Astana will train social workers and add programs on STis and drug and alcohol addiction. USAID will
train health sector NGOs and award them small grants to identify and implement health projects with
communities. USAID will start a medical education program and award a new contract to continue PHC
work. Principal implementing partners are: Abt Associates (prime), American Internationat Health Alliance
(AlHA} (prime), and Counterpart Consortium {prime),

Control TB and other infectious diseases (31,682,000 FSA). USAID will continue training of health staff on
the Directly Observed Treatment Short-course (DOTS) approach. Pre-service DOTS-related curricula will
be developed and tested in a medical school. TB specialists will be trained in laboratory diagnosis and
use of an electronic surveiliance system. Two prison TB labs will be equipped and staff trained. Two pilot
projects will be started to develop models for treatment of multi-drug resistant TB. TB learning centers will
be established in seven oblasts and an internet library center wiil be funded in the Republican TB
Institute. A regional two-year Applied Epidemiology program will be established at the School of Public
Heaith. Principle implementing partners are: The Centers for Disease Control and Prevention (CDC)
(prime) and Project Hope (prime).
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Prevent the spread of HIV/AIDS ($1,100,000 FSA). CDC will continue to establish HIV sentinel
surveillance sites in four locations. Twelve HIV/AIDS NGOs will offer basic medical care, free condoms,
and referrais to social warkers, STI clinics, HIV testing sites, and legal services. Voluntary counseling and
testing programs will be initiated. USAID will start a treatment program for HIV/AIDS patients, including
training, monitoring, and management of opportunistic infections. In Aimaty and Karaganda, condoms will
be marketed to at-risk young adults, school-based education on STls and HIV/AIDS will be initiated, and
outreach work to high risk groups will begin. Principal implementing partners are: CDBC (prime),
Population Services International (PSI) (prime), Soros Foundation {prime), and the University of North
Carolina (prime).

Improve maternal and child health services ($750,000 FSA). USAID will train health staff to better
manage obstetric and pre-natal care and extend training on management of serious childhood ilinesses to
new regions. Principle implementing partner is: Project Hope {prime).

FY 2004 Program:

Increase the gquality of primary health care ($3,653,500 FSA). USAID will continue health promotion
activities, training of PHC staff, small grant support to health sector NGOs and medical education
activities. Pilot programs in quality improvement and health care financing will be expanded. AlHA's first
five-year cooperative agreement is ending. USAIDAW has completed a follow-on agreement and
USAID/CAR is currently discussing a new partnership for the country.

Control TB and other infectious diseases ($1,140,400 FSA). USAID will train family doctors on diagnosis
and community treatment of TB patients, train monitoring teams for the oblast ievel, continue training of
specialists in electronic surveillance and laboratory diagnostics, monitor TB lab quality, and extend pilots
on MDR TB. USAID will continue funding of the Applied Epidemiology training program.

Prevent the spread of HIV/AIDS ($463,100 FSA). USAID will continue establishing HIV/AIDS surveillance
of high-risk groups, will integrate this program with other infectious disease surveillance activities, and
continue to improve laboratory diagnostic quality. USAID wiil continue funding HIV/AIDS NGOs and work
to improve their preventive programs. USAID will expand condom social marketing to new sites of high
HIV prevalence,

improve maternal and child health services ($450,000 FSA). USAID will continue training physicians and
nurses to better manage obstetric and pre-natal care and to manage serious childhood ilinesses.

Performance and Rasults: USAID-initiated reformed PHC practices cover 39% of Kazakhstan's
population. People are increasingly relying on PHC practices for outpatient care, with PHC visits
comprising 42.5% (40% target) of total outpatient visits. PHC is aiso better funded, producing 19% of totai
health expenditures, up from 12% last year. The Red Apple Reproductive Health Hotline was extended to
one new city and pheone calls seseking information doubled. NGOs worked in communities supporting
children whose parents are hospitalized with TB. TB deaths continue to decrease. Of those who started
treatment in 2000, 76% were cured using the DOTS approach. Results indicate that TB laboratories' and
facilities’ average scores on minimum standards checklists exceeded targets at 78% for labs (72% target)
and 77.4% for faclities (73% target). A large-scale study of 1,600 injecting drug users and sex workers
was compieted to better understand the HIV picture in Kazakhstan. Eleven grants were awarded to
HIV/IAIDS NGOs that work on prevention among high-risk groups. By program's end, systemic reform
should improve the quality and expand the availability of primary health care and make resource use
more sfficient. Kazakhstan's health sector will manage and prevent the spread of infectious disease,
improve prenatal care, and reduce child malnutrition.
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US Financing in Thousands of Dollars

Kazakhstan
115-0320 Health and Population ESF FSA
Through September 30, 2001
Obligations 997 27,906
Expenditures 997 13,980
Unliquidated 0 13,926
Fiscal Year 2002
Obligations 0 8,013
Expenditures 0 15,041
Through September 30, 2002
Obligations 997 35,919
Expenditures 997 28,021
Unliquidated 0 6,898
Prior Year Unobligated Funds
Obligations 0 1,079
Planned Flscal Year 2003 NOA
Obligations 0 6,500
Total Planned Fiscal Year 2003
Obligations 0 7,679
Proposed Fiscal Year 2004 NOA
Obligations 0 5,707
Future Obligations 0 0
Est. Total Cost 997 49,205
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Data Sheet

USAID Mission: Kazakhstan
Program Title: Cross-Cutting Programs
Pillar: : Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 115-0420
Status: ' Continuing
Proposed FY 2003 Obligation: $3,970,000 FSA
Prior Year Unobligated: $160,000 FSA
Proposed FY 2004 Obligation: $2,705,000 FSA
Year of Initial Obligation: 2001
Estimated Completion Date: 2005

Summary: The cross-cutting program supports ali of USAID’s strategic objectives, and includes four
main compaonents: 1) conflict prevention through public dialogue and improvement of small scale social
and physical infrastructure; 2) training and exchanges to support USAID's technical assistance programs;
3} Eurasia Foundation sub-grants to strengthen nonh-government organizations and community groups.
and 4) program devslopment support for cross-cutting evaluations, monitoring, designs, studies, technical
assistance, and program management assistance. The basic education program is not part of the
Kazakhstan program. Regional supplemental funding was critical for an expansion of the conflict
prevention activities into southern Kazakhstan, an area with the highest potential for community level
confiict. in FY 2004 conflict prevention activities will be managed and funded as a separate program.

Inputs, Outputs, Activities:

FY 2003 Program:

Conflict prevention (3600,000 FSA). Supplementa! funding will be used to expand USAID's conflict
prevention activities beyond its 15 initial communities in the South, Aimaty, and Zhambul Oblasts, ang will
better equalize efforts between rural and urban seftings, especially in Shymkent, Taraz, and Turkestan
cities, and the border and transit areas. We will also work more closely with other partners to fold in
issues of unemployment (especially among urban youth), human rights, and cultural awareness. Although
none of USAID's conflict prevention program activities will, in and of themselves, end conflict or
extremism, they will continue to serve as a focal point for the USG's efforts to mitigate potentially violent
discord. ACDI-VOCA (prime) is the grantee for this activity.

Participant training ($1,450,000 FSA). USAID's training activity will complement our technical assistance
program in Kazakhstan. More than 1,500 participants will receive training during FY 2003. Training wiii
continue in the U.S. and in third countries, but greater emphasis will be placed on more cost-effective, in-
country training programs. Training programs will be targeted at fiscal reform, small/medium enterprise
development, democratic reform, local governance, health-care reform, energy and water resources,
conflict resolution, and various cross-cutting objectives. The focus of the training program will shift from
tracking participants to reporting on results and achievements. Greater attention will be paid to participant
selection and program design. Academy for Educational Development (prime) is the contractor for this
activity.

Eurasia Foundation ($750,000 FSA). Eurasia grants help implement USAID's objectives and complement
other USAID programs in the economic and democracy seéctors. The Regional Independent Media
Support Initlative will help create professionaily qualified, responsible journalists and financially
independent newspapers that are able to withstand political pressure. Small/medium enterprises will be
supported through the establishment of “Business Incubators,” whether by direct support of the incubators
themselves or by contributing to the establishment of an enabling environment for them to exist. The
Business Incubation model provides a wholesale approach to assisting enterprises, much the same way
that credit lines operate for microcredit. Budget transparency and citizen participation in budgeting are
essentially absent, therefore, the new "Budgetary Transparency” Initiative will offer training and small
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grants for Kazakhstani organizations that want to uncover and analyze budget items, and involve citizens
in the budgeting process. The Eurasia Foundation (prime) is the grantee for this activity.

Program support {$1,170,000 FSA). Funding will provide for a wide range of support activities. As
required, funding will support unanticipated opportunities to advance or reinforce USAID objectives. A
major evaluation of the 10-year participant training program will be conducted. A region wide gender-
training program will be conducted for USAID staff to increase capacity to incorporate gender issues in
programs and activities. Program personnel essential to the implementation of program activities will be
supparted by this category.

FY 2004 Program:

Participant training ($1,205,000 FSA). USAID will continue to utilize participant training to complement its
on-going technical assistance in the other five strategic objective areas. More than 1,500 participants will
be trained through participant training projects in Kazakhstan in FY 2004. As in FY 2003, USAID will place
greater emphasis on more cost-effective in-country training programs, in addition to the training that takes
piace in the United States and third countries.

Eurasia Foundation {$500,000 FSA). The Eurasia Foundation will continue to provide grants on an open-
door basis in all three sectors (private enterprise, civil society, and public administration) to NGOs in
Kazakhstan.

Program support ($1,000,000 FSA). A wide range of program and personnel support activities will
continue. It is anticipated that funding will support various assessments in anticipation of a new strategy
for 2005.

Performance and Results: With supplemental funds, USAID expanded canflict prevention activities into
southern Kazakhstan. Our interventions now affect approximately 25,000 beneficiaries. After working
with a USAID funded school heating rehabilitation activity, one Kurdish village in Talass Rayon is
undertaking major new school renovations on thelr own. This sort of behavioral change is the best kind of
success and makes this program sustainable. Another community worked closely with the USAID activity
to resolve a flooding problem at a local hospital, allowing for an expansion of hospital facilities. More
formal results indicators and data sheels have been developed, which report on infrastructure projects
completed, number of beneficiaries; reduced tension; and increased community capacity to identify and
solve problems. In FY 2002, USAID trained over 1,300 Kazakhstani citizens (approximately 50% of who
were women) in the areas of development of microfinance institutions, NGO advocacy, small/medium
enterprise support, higher education, environmental NGOs and heaith-care reform. The overall impact is
strong. As an example, after training on public awareness campaigns and social marketing for health
educators, the executive director of the Kazakhstan Association of Family Physicians (KAFP) initiated an
advocacy campaign in Kokshetau to successfully pravent the closing of family outpatient clinics. Eurasia
grants help implement USAID's objectives and complement other USAID programs in the economic and
democracy sectors. Fifty-one grants were made to Kazakhstani NGOs in FY 2002, averaging $19,650.
The grants supported private enterprise development, civil society, public policy, and administration. One
grantee, The Youth Information Service of Kazakhstan (YISK), with a grant of $34,000 began an
advocacy campaign to help demand the services and facilities for which they were paying. The campaign
also served to create believers that democratic action does work. By the end of the conflict mitigation
orogram in 2005, at least 25,000 people will directly benefit from smali-scale, community-driven projects.
More importantly, the community strengthening component of this activity will build the capacity for
communities to address local conflicts before they become dangerous. Training and grants will provide
entrepreneurs and reformaers in civil society and health care with the skills and experience they need to
make significant, sustainable impacts in their fleld of work.
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US Financing in Thousands of Dollars

Kazakhstan
115-0420 Cross-Cutting Programs ESF FSA
Through September 30, 2001
Obligations 279 21,105
Expenditures 279 18,056
Unliquidated 0 3,049
Fiscal Year 2002
Obligations 0 4,763
Expenditures 0 2,880
Through September 30, 2002
Obligations 279 25,868
Expenditures 279 20,936
Unliguidated 0 4,932
Prior Year Unobligated Funds
Obiigations 0 160
Planned Fiscal Year 2003 NOA
Obligations 0 3,970
Total Planned Fiscal Year 2003
Obligations 0 4,130
Proposed Fiscal Year 2004 NOA
Obligations (] 2,705
Future Obiigations 0 0
Est, Total Cost 279 32,703

318



Kyrgyzstan

The Development Challenge: Kyrgyzstan has been the most open, progressive, and cooperative of the
Central Asian republics even with a tumultous year in 2002. Kyrgyzstan leads the region in health care
reform and in aclively addressing new health issues, such as HIV/AIDS, in an open and direct manner.
However, government supplied social services, critical to maintaining public support for reform, are still
inadequate. Widespread poverty, pervasive corruption, and limited prospects for economic growth will
continue to negatively affect all social programs and development. The implementation of a transparent
nationat test for all students seeking a government university scholarship is a bright spot in education
reform and the reduction of corrupt practices. Civil society in Kyrgyzstan is more deveioped than in other
Central Asian countries, although the Freedom House rating is likely to drop to “not free” in 2002 from the
2001 rating of "partly free,” and the civil liberties rating is likely to decline from § {0 6 (with 7 representing
the lowest degree of freedom}. Nevertheless, non-governmental organizations (NGOs), civic
organizations, and media are increasingly able to influence government policy and legislation. Parliament
ts increasingly active and responsive and provides a check on government control. Positive signs of
macro-economic stabilization continue with tax coliections increasing by 12.8% for the period January-
August 2002. Inflation dropped from 8% in 2001 to 2% for the period January-September 2002. The latest
GOK figures indicate a decline in poverty from 52% to 47.6% in 2001. Hawever, industrial output fell by
13% and GDP declined by 2.6% in 2002 due to an accident in July 2002 at the country's flagship gold
venture which affected gold production and exports. Limited access to trade routes, in part brought about
by vested interests that threw roadblocks in front of efforts to reduce trade barriers, a heavy burden of
external debt ($1.5 billion), a weak bank sector, as well as corrupt courts overturning two bank closures,
all threaten economic and political reform and limit growth. Poverty and limited opportunities particularly
jeopardize stability in the south where isolation, difficult borders, lack of investment, and ethnic
differences are problems. Kyrgyzstan's location at the headwaters of major river systems in Central Asia
enable it to affect irrigation, electricity generation, and the environment in the downstream countries of
Central Asia. All of these challenges, along with an essentially ciosed border with Uzbekistan, are
potential sources of conflict that could threaten regional stability and U.S. economic and political interests
in Central Asia.

Kyrgyzstan has remained a stalwart friend of the United States and a firm ally in the war on terrorism.
Kyrgyzstan's support in the form of the vital coalition airbase in Manas and associated over-flight rights
were assential to allied successes in Afghanistan, and Kyrgyzstan continues to be a strong strategic
partner to the U.S. and others. Kyrgyzstan's reform agenda directly advances U.S. national interests in
ensuring stability by promoting econamic and democratic reform.

The USAID Program: The U.S. assistance program in Kyrgyzstan aims to strengthen democratic cuiture,
support private sector economic development, promote rational and effective management of water, and
increase the availablity of higher quality primary health care. These mutually reinforcing objectives heip
establish the environment necessary for democracy and markets to flourish, which will thereby promote
internal stability and greater prosperity. USAID programs build on Kyrgyzstan's cooperativeness,
relatively open civil society, and economic and heaith reforms to meet the challenges of continuing
oligarchy, corruption, debt burden, lack of trade, broad poverty, and weak governance.

The Program Data Sheets cover five sirategic objectives and two special objectives for which USAID is
requesting funds. The five objectives promote reforms that foster the growth of small and medium
enterprises, promote civil society and expand access to information, improve primary health care and
prevent infectious disease, encourage befter use of the region's water and energy resources, and
address other cross cutting issues within the region. Two proposed special objectives, made possible
through supplemental funding, will support reforms in basic education and prevent conflict. Given the
focus on Central Asia since the war on terrorism, the new special objective for conflict prevention will
expand and adjust USAID's on-going conflict prevention efforts to better respond o broader U.S.
objectives in the region. FY 2003 funds will be used to implement the program as currently planned and
previously described in the FY 2002 Congressional Budget Justification, including cross-cutting objectives
in youth, gender, anti-corruption, and rule of law. USAID will continue to emphasize canflict prevention
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through media, education, agro-enterprise growth and community development, especially in the southern
portion of the country. In FY 2003, USAID's local government activities will be combined into the broader
democracy objective to streamiine management and our activities to increase the soundness of fiscal and
budget policies will be integrated into our strategic objective on improving the environment for small and
medium enterprises. With additional resources from FY 2002 supplemental appropriations, new initiatives
in basic education, malaria control, tocal government, fiscal and banking reform, and agribusiness will
begin in FY 2003. Specific activities to be funded by FY 2003 and FY 2004 appropriations are described
in the Program Data Sheets that follow.

SUPPLEMENTAL FUNDS: Supplemental funding enabled expansion by nearly 60% of USAID activities
in Kyrgyzstan. USAID expanded programs that support broad-based economic and democratic
development, with an overall objective of reducing the potential for conflict and extremism in the region.
Our small and medium enterprise program (SME) placed heavier emphasis on developing a sound
environment for micro-financial institutions and on providing greater access to credit. Increased support
for the Osh Agri-business Initiative will increase competitiveness of firms in the volatile Ferghana Valley
by helping products enter regional and international markets. USAID supports citizen participation by
bolstering parliamentary and civic advocacy programs, in addition to increased support for a legal reform
program. USAID created the Community Action Invesiment Project, the centerpiece of the USG's conflict
prevention efforts in Central Asia, to reduce the threat of extremism and ethnic- or resource-based
conflicts. USAID also began a basic education proagram and supported an endowment for the American
University of Central Asia, funded jointly with the Soros Foundation. Supplemental funds will fund a
desperately needed malaria control program and extend health reform, especially in the south, through
direct support of two national NGOs, .

Other Program Elements: Partnerships, training and exchanges remain an important component of U.S.
assistance. USAID's participant training project trained over 2,000 Kyrgyzstani citizens in SME
development, fiscal and tax reform, higher education, NGO development and advocacy and management
and technical training for health work in FY 2002. USAID supports a number of U.S.-Kyrgyzstani
institutional partnerships that seek to build lasting relationships. The Farmer-to-Farmer Program is active
in Kyrgyzstan. The Eurasia Foundation has an active small grants program, which complements the
USAID programs in education, small business, local government, and civil society. The Departments of
Commerce, Defense, and State also manage programs complementary to USAID field activities in
various sectors.

Other Donors: Kyrgyzstan's fargest donors are the Asian Development Bank (roads, agriculture,
education, health, and corporate governance) and the World Bank (irrigation, agriculture, heaith, and
micro-credit). Other bilateral donors besides the United States include the British (DFID), the Swiss and
German governments and the European Union {TACIS). DFID and TACIS have increased their programs
in response to the events of September 11. TACIS has a major food security program that provides
budget support. DFID is supporting land reform, water and sanitation, health, and irrigation. Land reform
is also being promoted by the United States, Swiss, and World Bank. The United States, Asian
Development Bank, International Monetary Fund, and World Bank are cooperating on banking reform.
Nearly all the major donors are involved in small/medium enterprise development. The World Health
Organization and the U.S., Swiss, German, British, and Japanese governments jointly support health
activities. The United Nations High Commissioner for Refugees (UNHCR), Soros, and the EU co-fund civil
society support centers, along with USAID. The Swiss and German governments are warking in the area
of natural resources management,
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Kyrgyzstan

PROGRAM SUMMARY
(in thousands of doliars)
FY 2001 FY 2002 FY 2003 FY 2004
Accounts Actus! Actual Prior Request Request
FREEDOM Support Act 32,584 35,489 36,000 40,000
Emergency Response Fund - FSANIS 0 3,500 Y] 0
Supplemental - FSAMNIS 0 33,000 0 0
Total Program Funda 32,504 71,989 36,000 40,000
STRATEGIC OBJECTIVE SUMMARY

116-0120 Tax and Budget Policy

FSA | 2,300 850/ o] 0
116-0131 Small and Medium Enterprises

FSA | 7,700| 15,450 11,735] 13,640
116-01681 Energy and Waier

FSA BB 1,000) 1,700] 1,700 2,010
116-0211 Democratic Culture and Insthutions

FSA | 3,350 7.025] 5,600) 6,621
116-0230 More Effective and Accountable Local Governance

FSA | 1,700 o] 0| ]
116-0240 Conflict Prevention

FSA BN 0| 0] of 668
116-0320 Health and Popuiation

FSA BB 2,800] 4,500] 5.458] 6,217
118-0340 Strengthsned Basic Education Sector

FSA BB of o] of 492
116-0420 Cross-Cutting Programs

FSA B 5,266( 12,578 3.107| 2,382
TRANSFER .

FSA 1 8.476] 29,886 8,400| 7,960

SO 116-0131 includes $5,500 of FY 2002 Suppiemantal - FSA/NIS.
SO 116-0181 includes $200 of FY 2002 Supplamental - FSA/NIS.

$0 116-0211 includes $2,325 of FY 2002 Supplemental - FSA/MNIS.
SO 116-0320 includes $1,500 of FY 2002 Supplemental - FSA/NIS.
S0 116-0420 includes $8,230 of FY 2002 Supplemantal - FSA/NIS.

TRANSFER includes $3,500 of Emergency Response Fund - FSA/NIS and $15,245 of FY 2002 Supplemental - FSA/NIS.
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Data Sheet

USAID Mission: Kyrgyzstan
Program Title: Small and Medium Enterprises
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 116-0131
Status: Continuing
Proposed FY 2003 Obligation: $11,735,000 FSA
Prior Year Unobligated: $1,625,000 FSA
Proposed FY 2004 Obligation: $13,640,000 FSA
Year of Initial Obligation: 2000
Estimated Completion Date: 2005

Summary: USAID's program to improve the envircnment for small and medium sized enterprises
(SMEs) includes three main components: training in business skills, specialized business advisory
services, and business information; providing more access to capital by enhancing lender knowledge,
strengthening financial institutions, and creating alternative sources of financing; and advocacy for and
training in more transparent, systematic impiementation of laws and regulations. A weak government, a
banking sector riddled with corruption and excessive palitical interference, and significant regulatory and
administrative barriers continued to discourage investment. Prior year unobligated funds include
$300,000 of FY 2002 Supplemental - FSA/NIS.

Iinputs, Qutputs, Activities:

FY 2003 Program:

Business skills and information ($4,740,000 FSA). Business training will target entreprensurs and
business managers. Work in accounting reform, business advisory services, advocacy group
development, and professional associations will continue. Supplemental funds will contribute to the
expansion of the Reglonal Trade Promotion (RTP) Activity and, through the EdNet activity, will support
additional training, teaching materials, research opportunities, and scholarships. USAID’s principal
partners include Pragma Corp. {prime), Carana Corp. (prime}, and Junior Achievement international
{prime).

Access to capital ($1,265,000 FSA). With supplemental funds, a new program will start to strengthen on-
site and off-site supervision and develop a computerized early warning systemn to identify problem banks,
as well provide technical assistance and some financial support to strengthen the micro-finance sector.
Supplemental funds will support technical assistance to European Bank for Reconstruction and
Development (EBRD) pariner banks to help facilitate lending, while business training will leverage that
assistance by focusing on EBRD client SMEs. USAID will provide technical assistance and some financial
support to offer entrepreneurs greater access to alternative sources of capital, including equity, debt, and
leasing. USAID's principal partners include BearingPoint (prime), Small Enterprise Assistance Fund
(prime), EBRD {prime), and ACDI/VOCA/FINCA (prime).

Implementation of laws and regulations {$5,730,000 FSA). With supplemental funds, USAID will increase
assistance to streamline the legal and regulatory environment and develop a system of commaercial and
land legisiation to support private enterprise and land market development, Supplemental funds will
contribute to additional support in commercial law and private land ownership rights and obligations.
Technical assistance will help bring the country's standards and certification regime into compliance with
World Trade Organization (WTO) requirements. Customs advisors will help reform and modernize the
custom regime to meet intermational standards. Advisors will provide postWTQO accession support and
provide guidance on a timeframe for Kyrgyzstan's graduation from WTO assistance. Supplemental funds
will support technical assistance to increase the transparency and efficiency of public expenditures by
deveioping local government capacily in budget development and revenue forecasting and collection.
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USAID's principal partners include; Pragma Corp. {prime), Bearing Point (prime}, Chemonics (prime},
ARD/Checchi (prime), and Helvetas (prime).

FY 2004 Program:

Business skills and information {$5,183,200 FSA). Training, teaching materials, research opporiunities,
and scholarships will be made available to Kyrgyz universities, businesses, regulators, and
entrepreneurs. Business training will target entrepreneurs and business managers. Work in accounting
reform, business advisory services, advocacy group development, and professional associations will
continue. USAID will continue support its RTP Activity.

Access to capital ($2,318,800 FSA). Technical assistance and training will support on-site and off-site
supervision, and problem bank identification and resolution of problem banks. Some financiai support will
be provided to the Smalt Enterprise Assistance Fund to facilitate financing for SMEs. USAID will continue
to help developing stronger micro-finance institutions by building capacity, providing lending capital, and
helping improve the legal and regulatory environment for microfinance. USAID will support further
technical assistance to EBRD partner banks that facilitates greater lending to SMEs.

Implementation of laws and regulations ($6,138,000 FSA). Technical assistance and training will continue
to foster development of a legal and regulatory environment that supports grivate enterprise growth and
land market development. Experts will concentrate efforts on customs reform and modernization, land
reform, and post-WTO accession assistance. Legal assistance to rural citizens will support resolution of
legal disputes and promotion of legal rights and obligations. USAID wiil continue to identify and help
remove administrative barriers to trade and will provide assistance to the Ministry of Industry and Trade in
modernizing the country's standards and certification regime and bringing it into compliance with WTO
requirements. If funds permit, and based on further assessments, technical assistance will support public
sector accounting. Technical assistance will continue to develop local government capacity in budget
development and revenue forecasting and collection.

Performance and Results: Supplemental funding enabied USAID to expand business development
opportunities. USAID partners helped develop a new law on microfinance organizations that defines their
status, and creates the legal and organizational prerequisites for microfinance activities. Funds supported
greater access to credit through an EBRD lending program and the Small Enterprise Assistance Fund's
equity and debt investments. Funds increased support for the Osh Agri-business Initiative, to foster
greater competitiveness and increased regional and international trade in the Ferghana Valiey. USAID
business advisors worked with more than 70 agricultural enterprises in Osh Oblast, introducing business
concepts such as quality and linking firms with larger markets. USAID trained over 3,000 businesspeople
in marketing, accounting, and other business fields, while tand rights training reached over 13,800
farmers. USAID supported a national merit-based testing program for high-school graduates, reducing
corruption in the award of scholarships. The USAID-supported, Bai Tushum Financial Foundation
disbursed 1,130 new micro-loans exceeding $1.96 million, and is credited with the maintenance or
creation of 7,000 jobs. Through the Land Reform Project's urban sales program, six pilot cities sold 55
{and parcels, earning nearly $100,000 in revenue that is being used for social services and reconstruction
of the municipal governments. By the end of this objective, it is expected that entrepreneurial
opportunities will have expanded, providing a basis for broad-based economic growth and reduction of
poverty in Kyrgyzstan. By program’s end, reforms to the reguiatory and legal environment will help foster
the development of small and medium enterprises, which are critical to employment and revenue
generation. In addition, entrepreneurs will have access to credit and the modern business skills and
knowledge to start up and run successful businesses.
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US Financing in Thousands of Dollars

Kyrgyzstan
116-0131 Small and Medium Enterprises FSA
Throu1gh September 30, 2001
Obligations 0
Expenditures
Unliquidated 0
Fiscal Year 2002*
Obligations 15,042
Expenditures 1,290
Through September 30, 2002
Obligations 15,042
Expenditures 1,280
Unliquidated 13,7562
Prior Year Unabligated Funds**
Obligations 1,625
Planned Fiscal Year 2003 NOA
Obiligations 11,735
Total Planned Fiscal Year 2003
Obligations 13,360
Propased Fiscal Year 2004 NOA
Obligations 13,640
Future Obligations ]
Est. Total Cost 42,042

*Fiscal Year 2002 includes $5.2m of FY 2002 Supplemental - FSA/NIS.
**Prior Year Unobligated Funds includes $300,000 of FY 2002 Supplemental - FSA/NIS.

324



Data Sheeat

USAID Mission: Kyrgyzstan
Program Title: Energy and Water
Piliar: Economic Growth, Agricuiture and Trade
Strategic Objective: 116-0161
Status: Continuing
Proposed FY 2003 Obligation: $1,700,000 FSA
Prior Year Unobligated: $946,000 FSA
Proposed FY 2004 Obligation: $2,010,000 FSA
Year of Initial Obllgation: 2000
Estimated Completion Date: 2005

Summary: Kyrgyzstan is an important source of water for the Central Asian Region. Because
Kyrgyzstan has access to few oil and natural gas resources, the country requires significant amounts of
water to generate electrical power for heating during the winter. Water resources and energy
considerations are closely related in Kyrgyzstan due to the barter agreement where Kyrgyzstan supplies
Uzbekistan with water in summer for irrigation in return for gas and electricity in winter. Management of
the country’'s water is key to its own energy development needs and to cooperation with its regional
neighbors. USAID advances in this program during the (ast year have exceeded expectations. Major
components of the USAID program are: 1) training for water, energy, and meteorological officials and
managers; 2) instaliation of sustainable, affordabie energy efficiency and on-farm water management
models that demonstrate new, more efficient technology and management techniques; 3) improving the
policy and reguiatory framework, especially in the hydropower and transboundary water sectors; and 4)
developing public commitment to improve the process of energy efficiency and privatization. A limited
amount of supplemental funding will support pilot projects to demonstrate technologies and procedures
for distribution and transmission companies to reduce electrical losses. Improving resource management
in Central Asia is a task that involves intensive training. USAID will continue to complement and reinforce
training through models that demonstrate the viability of new management concepts and technologies.
Prior year unobligated funds include $200,000 of FY 2002 Supplemental - FSA/NIS.

Inputs, Outputs, Activities:

FY 2003 Program:

Water ($850,000 FSA). USAID's water sector management initiatives will cantinue on a dual course: a)
upgrading weather and water resources data collection and monitoring systems; and, b) training in how to
use this data and apply it in transboundary and national water managemant decisions. These efforts will
improve the country's ability to participate effectively in a regional program of improved river flow
management for irrigation. USAID will also continue its on-farm water management activities with the
design, procurement, manufacture, and installation of water control and measuring structures in
Kyrgyzstan. Irrigation water measuring structures designed and constructed for the Sahi-darya Water
User Association in Osh Oblast will continue to support water user associations in Kyrgyzstan. These
activities will help farmers more effectively manage irrigations flows and increase production. The
principal implementing partner for this project is PA Consulting (prime).

Energy ($850,000 FSA). Trans-boundary regional water management activities will include training in the
use and maintenance of new technologies and procedures lo reduce energy use in Kyrgyzstan to bring
down the demand for winter water. Pilot heating projects will demonstrate the efficacy of simple,
inexpensive technologies in promoting energy conservation and cost savings. Ongoing energy-related
activities will continue, including work to extend the benefits of heat loss reduction technigues to
additional areas, assist Kyrgyz officials in developing a comprehensive Nationa!l Energy Strategy with
public participation; and to complete the pitot rural level hydro-power plant. Projects will raise public
awareness and participation and be conducted with the full participation of the State Energy Agency. PA
Consulting is the chief implementer of the project for water and energy activities.
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FY 2004 Program:

Water ($1,010,000 FSA). Water resource activities will strengthen pilot programs begun in 2003 to
develop farm-ievel irrigation management. We will work closely with other donors to expand localty-
adapted irrigation devices that improve river flow managerment. USAID will also continue to strengthen the
government's capacity to forecast river flows to improve irrigation.

Energy ($1,000,000 FSA). USAID will continue to work with the State Energy Agency, the independent
reguiator of the electric sector of Kyrgyzstan, to establish a transparent, equitable tariff structure for
energy services, encourage independent local utilities, and hold regular public hearings. In addition, new
demonstration projects in heating efficiency will be initiated in schools, a hospital, and other public
buildings. Additional specialized training will continue, particularly in connection with demonstration and
field activities. Such training will complement assistance in support of minimizing losses in the electric
power system, which currently are estimated at 42%. Due to the important role Kyrgyzstan plays as a
source for regional water for downstream countries, the USAID Transboundary Water Project is centered
in Kyrgyzstan, and FY 2004 activities will continue to emphasize fraining and demonstrations to more
efficiently manage power generation, thus contributing to increased downstream flows for other regional
needs.

Performance and Results: The principal USAID energy activity in Kyrgyzstan is the implementation of a
small community hydropower demonstration model, which began during 2002. This system will provide a
more reliable source of electrical power to the community than at present, and will be a self-sustainable
system operated at the local level. its completion will mark the first time that a community will have local
contro! over its energy needs. One of the most notable successes of the activity is its widespread
community suppenrt, including significant local cash contributions as matching funds support. Corollary
successes in job creation (a fruit processing plant, a sewing business, and an irrigation pump all rely on
the power generated through this system) and in confiict prevention {in an ethnic Uzbek village) are also
notable. A successful heat-loss reduction demonstration model was completed in two public schools in
the community of Kara-Balta. The activity, which affects approximately 300 students, successfully
demonstrated to community residents and leaders the advantages of automatically adjusting the heating
requirements of its school buildings, not only providing cost savings but also creating a meore comforiable
learning environment for students. In response to this effort, the Kara-Balta city administration has
committed to replicating the project; USAID will work with them in FY 2003 to design a program. To better
manage on-farm irrigation flows, USAID made substantial progress with the design, procurement,
manufacture, and instailation of 15 water control and measuring structures in the Sahi-darya Water User
Association in Osh Oblast. Deslgned and manufactured locally to meet Kyrgyz needs, these models were
later adopted for use in 2 World Bank project supporting the development of water user associations in
Kyrgyzstan, Such water flow measuring devices, designed and manufactured at the local level in
Kyrgyzstan, are new 1o the irrigation sector, and are expected io increase agricultural yvields for about
1,000 farmers. USAID's training activities couple classroom learning with practical application of policies
and technologies in the field. A recent example of this is seen in the public's participation in the
development of a comprehensive National Energy Strategy. Officials at the local and national levels, as
well as community representatives, were trained in conducting, participating in, and influencing public
meetings that iead to policy decisions.

By the completion date of this objective, water managers will have the necessary tools and training to
better collect, communicate, and process water data resulting in improved allocations and overall
management of the resource. Also, water and energy agreements will be based more on objective data
and standards, thereby mitigating the potential for conflict over these scarce resources. Demonstration
projects will have introduced more efficient and effective approaches for managing natural resources.
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US Financing in Thousands of Dollars

Kyrgyzstan
116-0161 Energy and Water FSA
Through September 30, 2001
Obligations 0
Expenditures 0
Unliquidated 0
Fiscal Year 2002
Obligations 785
Expenditures 385
Through September 30, 2002
Obligations 785
Expenditures 385
Unliquidated 400
Prior Year Unobligated Funds**
Obligaticns 946
Planned Fiscal Year 2003 NOA
Obligations 1,700
Total Planned Fiscal Year 2003
Obligations 2,646
Proposed Fiscal Year 2004 NOA
Obiligations 2,010
Future Cbtigations 0
Est. Total Cost 5,441

**Prior Year Unobligated Funds includes $200,000 of FY 2002 Supplemental - FSA/NIS.
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Data Sheet

USAID Mission: Kyrgyzstan
Program Title: Democratic Cutture and Institutions
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 116-0211
Status: Continuing
Proposed FY 2003 Obligation: $5,600.000 FSA
Prior Year Unobligated: $1,249,000 FSA
Proposed FY 2004 Obligation: $6,621,000 FSA
Year of Initial Obligation: 2001
Estimated Completion Date: 2005

Summary: USAID's Democracy Pragram in Kyrgyzstan strengthens democratic culture among citizens
and targeted institutions by: creating stronger and more sustainable civic organizations; increasing the
availability of information on civic rights and domestic public issues, enhancing opportunities for citizen
participation in governance; and helping public institutions become more effective, responsive, and
accountable. Prior year unobligated funds include $575,000 of FY 2002 Supplemental - FSA/NIS.

inputs, Outputs, Activities:

FY 2003 Program:

Political process and institutions ($2,900,000 FSA). USAID will continue to facilitate involvement of the
public in the ‘egislative process, help initiate important procedurai reforms in parliament, and assist in the
development of key pieces of demaocratic legislation. Under rule of law, USAID will upgrade legal
education, train lawyers in international and domestic laws, disseminate legal information and adopt
ethical codes for legal professionals. USAID will expand its judicial training pragram to include criminal
and non-commercial civil judges. In support of local government and decentralization, USAID will develop
new city management tools and citizen participation techniques in 22 Kyrgyz cities and nine villages.
Support to NGOs, professional associations, and training institutions will build capacity to advocate for
decentratization. With USAID support, a constitutionai cauncil is reviewing provisions for greater power
sharing between the Presidency and Parliament and promotion of more participatory governance
approaches. Principal implementing partners are: Urban Institute, the American Bar Association’s Central
and East European lLaw Initiative (ABA/CEEL!) (prime), ARD/Checchi (prime), and the National
Democratic Institute (ND1) (prime).

Civil society (81,520,000 FSA). The next phase of the civil society program will support a network of at
least 10 civil society support centers to provide training seminars, technical support, information
resources, networking opportunities, and professional services to non-governmental organizations
(NGOs) and associations. USAID will support a human rights program to provide training, technical, and
financial support lo Kyrgyz human rights NGOs. As part of its civic advocacy program, a series of
advocacy trainings for approximately 140 key advocacy NGO leaders will be held. Principal implementing
partners include: Counterpart {prime), the International Center for Not-for-Profit Law (ICNL) (sub),
Freedom House (prime), the National Democratic Institute (prime), and others to be determined through
competition.

Media and information ($1,180,000 FSA). USAID's media initiative will provide training and assistance to
improve the use of modern production technalogy, and increase the quality of journalism in both print and
broadcast media. A production fund will encourage local programming. A legal advisor will provide
consultation to alternative media outlets. USAID will continue its high school civics program in 170
schools. A second volume of the civic education textbook will be published in Russian, Kyrgyz, and Uzbek
and introduced in 85 additional schools. USAID will sponsor extra-curricular civic activities, such as
democracy summer camps, student local government days, and student action committees. USAID will
launch a new anti-trafficking program, including an information campaign to inform vuinerable groups
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about trafficking ploys and traps. Principal implementing partners are: Iniernews (grantee), the
International Center for Journalists (ICFJ) (sub), International Foundation for Election System (IFES)
(prime), and others to be determined through competition.

FY 2004 Program:

Political processes and institutions ($3,576,000 FSA). USAID will strengthen the parliamentary program to
help Kyrgyzstanis express and reconcile varying viewpoints. USAID's local government program will help
with decentralization and promote transparency in local government through citizen participation
techniques. USAID's rule of law program will also continue during FY 2004. Funds will train faw students
how to think critically and advocate effectively, expose lawyers o international standards of ethical
behavior, and assist judges in advocating for judicial independence through judicial associations.

Civil society ($1,721,000 FSA). USAID intends to put greater emphasis on impraving and increasing NGO
advocacy. Also, legislative seminars will be expanded to encourage greater NGO and citizen involvement
in the local budget process. Support for human rights advocacy and monitoring will continue in FY 2004,

Media and information ($1,324,000 FSA). USAID will continue its civic education, media, and anti-
trafficking programs to increase guality of information availabie to the public. The civic education textbook
wilt be introduced into additional schools, and extra-curricular activities such as student action committees
and student government days will be replicated. USAID's media efforts will focus on disseminating quaiity
programs as weil as ensuring that the public's access to information is increased. The anti-trafficking
initiative will continue in FY 2004, focusing on trafficking prevention and prosecution of trafficking
offenses.

Performance and Results: USAID increased its support for civic advocacy, rule of law, independent
media, and local government. USAID bolstered its pariiamentary and civic advocacy programs. New
components were begun to provide a human rights legal specialist to a legal reform activity. USAID's
media partner created a more robust production fund and increased its involvernent with regional stations
in the southern portion of Kyrgyzstan. USAID strengthened the local government program, promoting
responsible city managermnent and citizen participation. NGO advocacy skills improved because of USAID-
sponsored trainings (e.g. NGOs, together with legal professionais and media outlets, combined advocacy
campaigns to repeal a government decree, which would have curtailed publishing - including the use of
personal printers and copy machines - and would have dealt a severe blow to the freedom of speech).
Over 800 NGOs and other civil society actors participated in the campaign. The number of students
participating in the USAID-sponsored civics course fast academic year reached 7,515. Additionally, 716
studenis participated in extra-curricular civic activities such as student local government days, and
democracy summer camps,

The poor economic situation and financial instability ied many media businesses to accept sponsorship
that requires them to publish or air stories that are favorable to the sponsor. On a positive note, the
media-training program contributed to the improvement of the technical quality of broadcast news in the
past year. Due to USAID's work over the last few years, the Kyrgyz government gave self-governing
status to all 22 cities, this led to elections in 12 cities. As a result of USAID iechnical assistance and
fraining, 82%of Kyrgyz cities improved their democratic practices and public participation. By the end of
this objective, USAID expects there will be stronger and more sustainable civic organizations, increased
availability of information on civic rights and domestic public issues, enhanced opportunities for citizen
participation in governance, and more effective, responsive and accountable public institutions.
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US Financing in Thousands of Dollars

Kyrgyzstan
116-0211 Democratic Cuiture and Institutions FSA
Through September 30, 2001
Obligations _ 0
Expenditures 0
Unliquidated ' 0
Fiscal Year 2002*
Obligations 6,269
Expenditures 1,107
Through September 30, 2002
Obligations 6,269
Expenditures 1,107
Unliguidated 5,162
Prior Year Unobligated Funds™
Obligations 1,249
Planned Fiscal Year 2003 NOA
Obligations 5,600
Total Planned Fiscal Year 2003
Obligations 6,849
Proposed Fiscal Year 2004 NOA
Obligations 6,621
Future Obligations 0
Est. Total Cost 19,739

*Fiscai Year 2002 includes $1.75m of FY 2002 Supplemental - FSA/MNIS.
**Prior Year Unobligated Funds includes $575,000 of FY 2002 Supplemental - FSA/NIS.
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Data Sheet

USAID Mission: Kyrgyzstan
Program Title: Conflict Prevention
Piltar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 116-0240
Status: New
Proposed FY 2003 Obligation: $0
Prior Year Unobligated: $0
Proposed FY 2004 Obligation: $668,000 FSA
Year of initial Obligation: 2004
Estimated Completion Date: 2005

Summary: Confiict prevention strengthens vuinerable communities and eases local tensions through
public dialogue and improverment of small-scale social and physical infrastructure. USAID addresses both
the root and immediate causes of potential conflict through its conflict prevention objective. Since many
conflicts in Central Asia have arisen at the community {rather than international} level and our ability to
change structural factors at the national level is limited, our conflict prevention strategy focuses on giving
citizens opportunities to participate in decisions that affect their communities, improve living standards,
and provide skills and experience that will diminish the potentiat for conflict. Community action programs,
targeted where risks of communa!l or religious conflicts are greatest, are designed to increase citizen
participation in community decision-making and local government, and contribute to mitigating sources of
conflict by promoting econemic recovery and inter-ethnic cooperation. Conflict prevention acfivities began
in FY 2002 under the Mission's cross cutting program. As the conflict program will become a separate
strategic objective in FY 2004, it is being notified separately for FY 2004 funding.

Inputs, Outputs, Activities:

FY 2003 Program:

Conflict prevention (30 FSA). As FY 2003 will be the transition year for the establishment of a separate
strategic objective for conflict prevention, funding for the FY 2003 program activities is being requested
under the Mission's cross-cutting program, and is reported in the separate program data sheet for cross-
cutting program. The principal partner in Kyrgyzstan is ACDI/VOCA (prime).

FY 2004 Program:

Conflict prevention ($668,000 FSA). Conflict prevention activities will continue in 43 Ferghana Valtey and
Southern Kyrgyzstan communities, and in new communities identified in the FY 2003 expansion.
Emphasis will continue to focus on coordination with other partners to fald in issues of unemployment
{especially among urban youth), human rights, and cultural awareness.

Performance and Results: USAID rapidly obligated supplemental funds to start conflict prevention
activities in five communities in Osh and Uzgen, including small-scale projects in school rehabilitation,
condominium heating, and public bath houses with an average direct beneficiary population of about 850.
The “Peaceful Communities Initiative,” @ component of our conflict mitigation program, worked actively
with 18 Ferghana Valley communities on the Kyrgyz, Uzbek, and Tajik borders. Two Kyrgyz villages,
isolated exclaves within Uzbekistan, worked together to install a gas pipeline for heating and a health
clinic. in Jeke-Miste, Kyrgyzstan, and Naiman, Uzbekistan, the neighbgring village across the border, a
cross border drinking water project was started in August 2002 at a cost of $18,300. The communities
contributed 20% and were able {o leverage funds from the Soros Foundation to contribute an additional
10%. The totai number of beneficiaries in the two communities is 2,500 people. Results indicators, which
report on infrastructure projects completed; number of beneficiaries; reduced tension and increased
community capacity to identify and solve problems, have been developed. Data collection will begin in
late 2002. By the end of the program in 2005, we expect to see approximately 50,000 direct beneficiaries
of small-scale, community-driven projects in at least 43 communities. More importantly, though, we
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expect that the ties developed through the community strengthening component of this activity will build
the capacity for communities to deal with iocal conflicts on their own before they become serious.
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US Financing in Thousands of Dollars

Kyrgyzstan
116-0240 Conflict Prevention FSA
Through September 30, 2001
Obligations 0
Expenditures 0
Unliquidated 0
Fiscal Year 2002
Obligations 0
Expenditures 0
Through September 30, 2002
Obligations 0
Expenditures 0
Unliquidated )]
Prior Year Unobligated Funds
Obligations 0
Planned Fiscal Year 2003 NOA
Obligations 0
Total Planned Fiscal Year 2003
Obiligations 0
Proposed Fiscal Year 2004 NOA
Obligations 668
Future Obligations 0
Est. Total Cost 668
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Data Sheet

USAID Mission: Kyrgyzstan
Program Title; Heaith and Population
Pillar: Global Health
Strategic Objective: 116-0320
Status: Continuing
Proposed FY 2003 Obligation: $5,458,000 FSA
Prior Year Unobligated: $2,630,000 FSA
Proposed FY 2004 Obligation: $6.217,000 FSA
Year of Initiai Obligation: 2001
Estimated Completion Date: 2005

Summary: USAID's quality primary health care (PHC) objective is aimed at creating a higher quality
PHC systermn nationwide. Activities focus on retraining of doctors and nurses in family medicine;
implementing incentive-based provider payment systems; helping health sector NGOs to strengthen their
organizations; developing pre-service and postgraduate education programs in family medicine, nursing
and health care administration; and controlling tuberculosis (TB) by providing in-service training to doctors
and laboratory specialists, and improving the monitoring system of TB labs and facilities. Modemn
surveillance methods are being developed, including a computerized surveillance system. Increased
preventive programs by NGOS, marketing condoms, mapping high HIV transmission areas, and
introducing a surveillance system targets the concentrated HIV epidemic among high risk groups. Health
finance issues have recently emerged as a threat to continuation of the reforms. Prior year unobligated
funds include $1,500,000 of FY 2002 Supplemental - FSA/NIS.

inputs, Outputs, Activities:

FY 2003 Program:

Increase the quality of primary health care ($2,203,000 FSA). USAID will promote healthy behaviors with
campaigns on diarrhea and breastfeeding and improve interpersonal communication with PHC clients by
training health staff. USAID will award local NGOs small grants to implement health projects with
communities. At the Kyrgyz State Medical Academy, faculty teaching, research, and evaluation of student
clinical skills will be strengthened. USAID will continue the national Family Medicine Residency Program,
preparation of nurse faculty for oblast-level in-service education, retraining of family doctors and nurses
focused on the south, and establish continuing quality improvement approaches in more PHC clinics.
USAID will certify trainers in integrated Management of Childhood liinesses and roll the program out
nationally. The National Family Group Practice Association wili be directly supported to provide more
member services such as training and to develop its community role. The Nationa! Hospital Association
will expand training on financial management and begin quality initiative activities. USAID will extend the
single payer system to three additional oblasts and train oblast-level Health insurance Fund staff in
hospital payment systems. USAID will start a medical education program and award a new contract to
continue PHC work. Principal implementing partners are: Abt Associates {prime), American international
Health Alliance (AIHA) (prime}, and Counterpart Consortium (prime).

Control TB and other infectious diseases ($1,597.000 FSA). USAID will continue training of health staff on
the Directly Observed Treatment Short-course {(DOTS) approach. TB specialisis will be trained in
laboratory diagnosis and use of an electronic surveillance system. The monitoring system for laboratories
and facilities will be fortified. The Centers for Disease Control and Prevention (CDC) will continue to
strengthen the National infectious Disease Reference Laboratory and will establish a regional training
program on blood safety. Two Kyrgyzstanis will be selected for the two-year Applied Epidemiology
Program at the Kazakhstan School of Public Health. USAID will respond to the malaria outbreak by
developing a regional approach to malaria contrel including activities in Kyrgyzstan. Principal
impiementing partners are: CDC (prime) and Project Hope (prime).
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Prevent the spread of HIV/AIDS ($200,000 FSA). USAID and CDC are establishing two sentinel
surveillance sites in Bishkek ang Osh. USAID is collecting behavioral information in high HIV-transmission
locations, to better focus AIDS prevention programs in sites where the need is greatest. CDC will initiate a
large-scale study of behavioral risk factors, and prevalence of HiV, hepatitis, and sexually transmitted
infections (8Tls). Five HIV/AIDS NGOs will offer basic medical care, free condoms, and referrals o social
workers, ST clinics, HiV testing sites, and legal services. Condoms will be marketed to vuinerable young
adults, and outreach work to high risk groups will begin. Principal implementing partners are: CDC
(prime), Population Services International (PSI) (prime), Soros Foundation {prime), and the University of
North Caroiina (prime).

improve maternal and child health services ($1,458,000 FSA). USAID will train health staff to better
manage obstetric and pre-natal care and expand training on management of sertous childhcod illnesses.
USAID's cross-border Sports and Health Education Project will continue. Principal implementing partners
are: Abt Associates (prime} and Project Hope (prime).

Supplementai funds will finance a malaria controt program; design of a logistics system to channel drug
donations through the Health Insurance Fund so more PHC clients get essential drugs; extension of
heaith reform, especially to the south; and establish inexpensive energy efficient systems to reduce
astronomic utility bills in sefect hospitals.

FY 2004 Program:

Increase the quality of primary heaith care ($3,235,000 FSA). USAID will continue health promotion
activities, training of PHC staff, smalt grant support to health sector NGOs and medical education efforts.
Pilot programs and health care financing will be expanded. AlHA's first five-year cooperative agreement is
ending. USAID/W has complisted a follow-on agreement and USAID/CAR is currently discussing a new
partnership for the country.

Controt TB and other infectious diseases ($1,245,000 FSA). USAID will train family doctors in diagnosing
and treating TB, train monitoring teams at the oblast level, and train specialists in electronic surveillance
and laboratory diagnostics. Malaria control activities will continue. USAID will maintain funding for the
Apnlied Epidemiology Program,

Prevent the spread of HIV/AIDS {$497,000 FSA). USAID will continue establishing HIV/AIDS surveillance
of high-risk groups, will integrate this program with other infectious disease surveillance activities, and
continue to improve laboratory diagnostic quality. USAID will continue funding HIV/AIDS NGOs and work
to improve their preventive programs. USAID will expand condom social marketing to new sites of high
HIV prevalence.

Improve maternal and child health services ($1,240,000 FSA). USAID will continue training physicians
and nurses to better manage obstetric and pre-natal care and to manage serious childhood illnesses.
USAID's cross-border Sports and Health Education Project wilt continue,

Performance and Results: USAID's PHC reform program is now a nationwide system. People
increasingly rely on PHC practices for outpatient care, with PHC visits comprising 53.3% of total
outpatient visits (44% target). PHC is producing a greater share of total health expenditures, 25%
compared with 17% last year. TB deaths are not decreasing but people are successfully being cured. Of
those who started treatment in 2000 under the DOTS approach, 72.6% were cured. Five granis were
awarded to HIV/AIDS NGOs that work on prevention among high-risk groups. By the end of this objective,
USAID will have provided the tfechnical assistance to complete comprehensive reforms and
institutionalize a high-quatity, cost-effective, and efficient health care system in Kyrgyzstan.
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US Financing in Thousands of Dollars

Kyrgyzstan
116-0320 Health and Population FSA
Through September 30, 2001
Ohiigations 10,635
Expenditures 3,999
Unliquidated 6,636
Fiscal Year 2002
Obligations 3,487
Expenditures 6,915
Through September 30, 2002
Obligations 14,122
Expenditures 10,914
Unliquidated 3,208
Prior Year Unobligated Funds**
Obligations 2,630
Planned Fiscal Year 2003 NOA
Obtligations 5,458
Total Planned Fiscal Year 2003
Obligations 8,088
Proposed Fiscal Year 2004 NOA
Obligations 6,217
Future Obligations 0
Est. Total Cost 28,427

*Prior Year Unobligated Funds includes $1.5m of FY 2002 Supplemental - FSA/NIS.
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Data Sheet

USAID Mission: Kyrgyzstan
Program Title: Strengthened Basic Education Sector
Pillar: Economic Growth, Agriculture and Trade
Strategic Objective: 116-0340
Status: New
Proposed FY 2003 Obligation: $0
Prior Year Unobligated: %0
Proposed FY 2004 Obligation: $492 000 FSA
Year of Initial Obligation: 2004
Estimated Completion Date: 2005

Summary: The Basic Education Sector Strengthening Program will begin activities in January 2003
under the cross-cutting program. Beginning in FY 2004, the education program wiil be funded as a
separate strategic objective, for which this program data shest constitutes initial notification as a separate
program. The basic education program will improve in-service teacher training; improve the quality and
relevancy of curriculum; increase parent and community involvement in schools,; strengthen institutional,
management and technical capacity at all levels of the educational system; and improve school
infrastructure. _

Inputs, Outputs, Activities:

FY 2003 Program:

Education (30 FSA). As FY 2003 will be the transition year for the establishment of a separate strategic
objective for education, funding for the FY 2003 education program activities is being requested under the
Mission's cross-cutting program, and is reported in the separate program data sheet for cross-cutting
program. The prime contractor is the Academy for Educational Development.

The Basic Education Program is structured to work at al! levels of the system with a targeted number of
schools and communities selected as pilot sites to measure the impact of the full range of activities.
Training of trainer models will be used to provide curriculum and methodological training to the maximum
number of teachers. Capacity building at different levels of the system will deveiop support for the
expansion of successful pilot activities to other areas in the future. Whenever possible, ongoing education
activities like civic education, Street Law, Junior Achievement, Step by Step, Reading and Writing for
Critical Thinking, and the health education component of the Sports and Health Education Program which
are conducted under other strategic abjectives will be coordinated with the Basic Education pilot schools
to ensure that these schools have access to thesa curriculum and methodelogy innovations. A component
of the core agreement involves data collection on gender issues in schools, which could be used in the
development of future activities designed to address gender issues in basic education.

FY 2004 Program:

Education ($492,000 FSA). in FY 2004, USAID will continue to solidify the activities begun in FY 2003,
described in the above summary. Girls' education will be an impartant part of the program. Small grants
may be given to active, competent jocal education NGOs. An assessment of the program is planned in FY
2004. Funding for individua! activities will be identified during the course of FY 2003.

Performance and Results: Supplemental funding allowed USAID to begin a program in the education

sector. Performance indicators for the education program activities will be developed during the first three
months of calendar year 2003, and data collection will begin in the summer of 2003.
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US Financing in Thousands of Dollars

Kyrgyzstan
116-0340 Strengthened Basic Education Sector FSA
Through September 30, 2001
Obligations 0
Expenditures o
Unliquidated 0
Fiscal Year 2002
QObligations
Expenditures
Through September 30, 2002
Obligations 0
Expenditures 0
Unliquidated 0
Prior Year Unobligated Funds
Obligations 0
Planned Fiscai Year 2003 NOA
Obligations 0
Total Planned Fiscal Year 2003
Obligations 0
Proposed Fiscal Year 2004 NOA
Obiigations 492
Future Qbligations 0
Est. Total Cost 492
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Data Sheet

USAID Mission: Kyrgyzstan
Program Title: Cross-Cutting Programs
Pillar: Democracy, Conflict and Hurnanitarian Assistance
Strategic Objective: 116-0420
Status: Continuing
Proposed FY 2003 Obligation: $3,107,000 FSA
Prior Year Unobligated: $10,409,000 FSA
Proposed FY 2004 Obligation: $2,392,000 FSA
Year of Initial Obligation: 2001
Estimated Completion Date: 2005

Summary: USAID's cross-cutting program supports all strategic objectives and includes five
components: 1) conflict prevention which strengthens vulnerable communities and eases local tensions
through public dialogue and the improvement of small scale social and physical infrastructure; 2) basic
education that improves the quality of schools; 3) participant training to support USAID's technical
assistance programs, 4) Eurasia Foundation sub-grants that strengthen NGOs; and 5) program
development which funds cross-cutting evaluations, monitoring, designs, studies, technical assistance,
and program management assistance. Supplementat funding was critical for an expansion of conflict
prevention activities in southern Kyrgyzstan, as well as for the development of the basic education
program. Prior year unobligated funds include $8,230,000 of FY 2002 Supplemental - FSA/NIS.

inputs, Outputs, Activities:

FY 2603 Program:

Conflict prevention ($400,000 FSA). USAID will expand activities beyond the initial 43 communities in
southern Kyrgyzstan and the Ferghana Valley, and will equalize focus between rural and urban settings,
especially in Osh and Batken areas and in the border and transit areas. Coordination with other partners
will fold in issues of unemployment, human rights, and cultural awareness. Although none of these conflict
prevention activities will, in and of themselves, end conflict or extremism in Central Asia, thay will serve as
a focal point for the USG's efforts. to prevent potentially violent discord in the country. ACDI/VOCA is the
chief implementer in Kyrgyzstan.

Basic education ($600,000 FSA). USAID will suppert basic education in selected school areas to improve
averall quality of primary and secondary education through improved in-service teacher training; improved
curriculum quality; increased parent and community involvement in schoals; strengthened institutional,
management, and technical capacity at all levels of the educational system; and improved school
infrastructure. Girls' education will be an important feature of the activity. implementers will be selected by
the beginning of calendar year 2003,

American University of Central Asia ($0 FSA). Supplemental funds were used to support an endowment
jointly funded by USAID and the Open Society institute for the American University of Central Asia
{AUCA) in Bishkek. This will ensure that AUCA permanently serves as a model of democratic culture,
institutional integrity, and international educational standards for undergraduate students throughout
Central Asia.

Participant training ($650,000 FSA). More than 2,000 participants will be trained during FY 2003. Training
wili support fiscal and tax reform, small/medium enterprise development, local governance, health-care
reform, energy and water resources, conftict resolution, education reform, and crosscutting objectives.
The focus will shift to reporting on results and achievements. The principal mplementsng partner is the
Academy for Educationat Development.
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Eurasia Foundation ($1,350,000 FSA). The Kyrgyz office is the Foundation's first grant-making office with
a fully local staff, and is seen as an important step toward the Foundation's long-term goal of establishing
local foundations throughout the former Soviat Union. Grants will support three main program directions:
the “Ferghana Valley Initiative” to forge cross-border connections in this poiitically sensitive area; tegal
consultation services; and “The Local Governance Initiative” with the Urban Institute to help make local
government more effective and transparent. :

Program support {$107,000 FSA). Funding will provide for a range of support activities to the program. As
required, funding will enable USG to support unanticipated opportunities to advance or reinforce USAID
objectives. An evaluation of the ten-year pariicipant training program and a region wide gender training
program will be conducted. Program personne! essential to the implementation of activities will be
supported.

FY 2004 Program:

Participant training ($1,200,000 NOA). USAID's participant training activity will continue to focus on SME
development, democratic reform, local governance, and health-care reform. Cost-sffective in-country
training programs will be emphasized.

Eurasia Foundation ($1,000,000 NOA). Eurasia Foundation will provide grants for private enterprise, civil
society, and public administration NGOs in addition to those areas described above.

Program support (§192,000 FSA). A wide range of program and personne! support activities will continue.
it is anticipated that funding will support various assessments in anticipation of a new strategy for 2005.

Performance and Results: USAID rapidly obligated supplemental funds to start conflict prevention
activities in five communities in Osh and Uzgen, including small-scale projects in school rehabilitation,
condominium heating, and public bath houses with an average direct beneficiary population of about 850
each. The Peaceful Communities Initiative, also a component of our conflict mitigation program, worked
actively with 18 Ferghana Valley communities on the Kyrgyz, Uzbek, and Tajik borders. Two Kyrgyz
villages, isolated within Uzbekistan, worked together to install a gas pipeline for heating and a health
clinic. In Jeke-Miste, Kyrgyzstan, and Nairman, Uzbekistan, the neighboring village across the border, a
cross border drinking water project was started. The total number of beneficiaries in the two communities
is 2,500 people. Results indicators, which report on infrastructure projects completed, number of
- beneficiaries, reduced tension and increased community capacity 1o identify and solve problems, have
been developed. Data collection will begin late winter.

In FY 2002, USAID trained over 2,000 Kyrgyzstani citizens (50% women). USAID organized the first
pariiamentary budget hearing, in which NGOs and citizens expressed concerns about the national budget
process. The Budget Committee chair held a second public hearing and remains committed to conducting
hearings on a quarterly basis. Performance indicators for the sducation program activities will be
developed during the first three months of the activity, and data collection will begin in the summer of
2003. Eurasia’'s 31 grants to Kyrgyzstani NGOs in FY 2002 ($13,000 average grant size) complement
USAID programs in the economic and democracy sectors. Half of these grant funds supported civil
society development, with the remainder targeting improvements in the areas of private enterprise, pubiic
policy, and administration. With the support of a $17,000 grant from the Eurasia Foundation in FY 2002,
the Association for Social Protection, which assists and protects the elderly and infirm and is run by
pensioners, has held a series of pubiic hearings that bring Kyrgyzstan's elderly together with officials from
both government and public utilities. Mestings have resulted in the setting of subsidies for medication and
utilities for most of Kyrgyzstan's elderly. By the end of the conflict program in 2005, approximately 50,000
people will directly benefit from small-scale, community-driven projects in at least 43 cornmunities.
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US Financing in Thousands of Dollars

Kyrgyzstan
116-0420 Cross-Cutting Programs ESF FSA
Through September 30, 2001
Obligations 120 14,427
Expenditures 120 11,833
Unliquidated 0 2,594
Fiscal Year 2002
Obligations 0 7,436
Expenditures 0 3,881
Through September 30, 2002
Obligations 120 21,863
Expenditures 120 15,714
Unliguidated 0 6,149
Prior Year Unobligated Funds**
Obligations 0 10,409
Planned Fiscal Year 2003 NOA
Obligations 0 3,107
Total Planned Fiscal Year 2003
Obligations 0 13,516
Proposed Fiscal Year 2004 NOA
Obiigations 0 2,392
Future Obligations 0 0
Est. Total Cost 120 37.7M1

"Prior Year Unobligated Funds includes $8.23m of FY 2002 Supplemental - FSA/NIS.
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Moldova

The Development Challenge: The key challenge for achieving economic growth is the fact that Moldova
remains one of the poorest countries in the region. [n 2001, per capita gross domestic product (GDP)
was estimated at $400 and poverty rates at 55%-70% of the total population. Over 70% of the poor live in
rural areas, and only 8% live in large cities. Some 800,000 Moldovans have left the country, most of them
coming from the countryside. Moldova's financia! fragility makes it strongly dependent on external
financing and/or debt rescheduling. In the mid-1990s, Moldova made considerable progress in
democratization and economic development, particularly in reforming the agricultural sector. While this
transformation has generally continued on track and most of the population maintains support for the
reform process, it has imposed many hardships on the Moldovan people. This led to popular
dissatisfaction with the previous govermment, and to the victory of the Communist Party in the February
2001 elections.

After initial concerns about Communist Party rhetoric and a number of anti-reform measures taken by the
Government of Moldova (GOM), USAID and the U.S. Embassy have been encouraged by the
government's efforts to maintain a strong working relationship with the USG. The GOM has continued to
make progress on economic and market reform and has committed to improve relations with the
International Monetary Fund {IMF} and the World Bank. In spite of some difficulties in mid-summer 2002,
the GOM received $10 million in assistance from the World Bank and approximately $12.5 million from
the IMF in FY 2002.

According to World Bank statistics, Moldova experienced the largest decline in GDP of any country in
Europe and Central Asia. In 1999, Moldova's annual GDP per capita of $370 was less than a quarter of its
1980 level. However, a reversal of this downward trend started in 2000 and progress has continued. Led
by positive growth in agricultural production, Moldova will record its third consecutive year of positive GDP
growth in 2002, with year-end real GDP growth predicted at 6%. Projections for future years give hope
thalt economic growth wili continue in the agriculture sector. Agriculture and small and medium-sized
enterprise (SME) projects supporied by USAID are improving the living standards of peopie in rural
Moldova. Business associations that are being developed with assistance from USAID are providing
nascent advocacy and other services to their members. Their activities are consistent with the
development of a more active civil society in Moldova. Agriculture is the mainstay of the economy. Nearly
50% of Moldovan GDP, 40% of employment and 65% of exports is related to agriculture (if agribusiness
is included). More than half of the countiry's population lives in rural areas and makes its living from
agriculture related activities. USAID's strategy therefore concentrates on job creation, income generation,
and economic opportunity in rural Moldova. USAID encourages growth through investment in
agribusiness and improving the environment for private enterprise.

The USAID Program: The Program Data Sheets provided below cover the three objectives for which
USAID is requesting funds in FY 2003 and FY 2004. These three obiectives concentrate on: supporting
private enterprise growth to create jobs and generate income; developing effective, responsive, and
accountable democratic institutions by strengthening local government autenomy and civil society, and
helping create a social safety net to reach vuinerable groups.

USAID will expand its involvement in the agriculture sector to increase jobs, income, and economic
opportunities. An Anti-Trafficking Program will be developed in 2003 and will be closely integrated with
these existing rural economic and agriculture development programs. The sense of personal
powerlessness that exists among a large portion of the population is due to the lack of economic
opportunity that plagues much of rural Moldova. This is a major factor in the vulnerabitity of young women
who are being trafficked. This program will provide potential trafficking victims with real economic
opportunities and jobs, and help them develop a tangible stake in their community.

A new Citizen Participation Program is planned that will help to ensure continued public support for
economic and political reform by helping people to make a tangible and positive improvement in their
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lives. This program will be focused on producing real and rapid results in communities across Moldova by
demonstrating the effectiveness of citizen participation and democratic action.

The health delivery system in Moldova continues to crumble in the face of an epidemic of tuberculosis
and other infectious diseases. To mitigate this crisis, USAID will strengthen the diagnosis and treatment
of tuberculosis in Moldova, and consider options fo expand to other health sector assistance activities that
will address additional infectious diseases after FY 2004.

During FY 2003, all activities under SO 1.2, “Increased Soundness of Fiscal Policies and Fiscal
Management Practices,” will be completed as USAID shifts its emphasis toward job creation and income
generation in rural Moldova. Though this phase-out of fiscal policy reform activities is consistent with the
schedule proposed in the approved strategy, substantially fewer funds were expended in this sector than
originally proposed.

USAID will continue expending funds already appropriated for Utility Regulatory Cooperation (National
Association of Regulatory Utility Commissioners}, and the Municipal Network for Energy Efficiency
{Alliance to Save Energy).

Other Program Elements: USAID/Washington manages several activities inciuding the Farmer-to-
Farmer Agribusiness Volunteer Program (Citizens Network for Foreign Affairs), a loan portfolio guarantee
program, a food industry development program (Louisiana State University), and customs information,
trade and transport, and energy programs.

The Bureau for Economic Growth, Agriculture, and Trade manages the Loan Portfolio Guarantee (LPG)
program, which assists micro-enterprises and small businesses on the basis of a risk-sharing
arrangement. This project started in July 2000 with three Moldovan financial institutions. USAID is
guaranteeing 50% of the collateral requested by the banks. During the first two years of this program,
nearly 600 ioans have been made in the SME secior, totaling $5 million. The U.S. Department of
‘Agriculture administers a commodity monetization program that provides agricultural land mortgage
loans. Mortgage loans under this program, working through three financial institutions, total about
$1million.

Other Donors: Donor coordination is maintained through occasional meetings of all bilateral and
multitateral donors at which the U.S. Ambassador and the USAID Country Program Coordinator represent
the United States. The United States is the only major bilateral donor. However, Germany, the
Netherlands, Japan, Great Britain, and Sweden all have small bilateral programs. Further, the Soros
Foundation and several other private organizations run development programs in Moldova. In addition to
U.S. bilateral assistance, the other major players are the multiateral donors composed of the International
Monetary Fund (economic policy), Wartd Bank (economic palicy, social investment fund, micro-projects at
the village level, and energy), European Union-Technical Assistance to the Commonwealth of
Independent States (agricultural sector), and the International Fund for Agriculture Development
(agricultural sector}. The United Nations Development Program provides support for a number of
separate activities.
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Moldova

PROGRAM SUMMARY
{in thousands of dollars)
FY 2001 FY 2002 FY 2003 FY 2004
Accounts Actual Actual Prior Request Request
FREEDOM Support Act 45,072 35,048 32,500 23,000
Total Program Funds 45,072 35,848 32,500 23,000
STRATEGIC OBJECTIVE SUMMARY
117-0120 Fiscal and Financial Reforms
FSA 3,400{ 1,751/ of 0
1170131 Private Enterprise Development
FSA 8,875| 13,900] 18,400] 13,301
117-0230 Damocratic Transition
FSA 3,100} 6,366/ 4,000} 4,485
117-0340 Social Transition
FSA 4,190| 3,813 2,000] 2,914
TRANSFER
FSA 25,507} 10,018] 8,100| 12,320
Mission Diractor,
Christopher Crowiey
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Data Sheet

USAID Mission: Moldova
Program Title: Private Enterprise Development
Piltar: Economic Growth, Agriculture and Trade
Strategic Objective: 117-0131
Status: Continuing
Proposed FY 2003 Obligation: $18,400,000 FSA
Prior Year Unobligated: $6,234,000 FSA
Proposed FY 2004 Obligation; $13,301,000 FSA
Year of Initial Obligation: FY 2001
Estimated Completion Date: FY 2006

Summary: The USAID Private Enterprise Development program in Moidova is made up of three
components: technical assistance to private farmers; technical assistance to private businesses (including
Western NIS Enterprise Fund and BIZPRO); and energy sector and communication infrastructure reform
and development activities.

Inputs, Outputs, Activities:

FY 2003 Program:

Agriculture ($7,226,000 FSA). The Private Farmers Assistance Program (PFAF} will continue to
contribute to the business success of private farmers and ensure that the transition to private farms
results in sustainable economic growth. The program will support the development of a sound legal and
regulatory environment; support rural enterprises, including farmer business cooperatives and agriculture
producers’ associations; provide legal assistance and advocacy in support of the constitutional rights of
landowners; and provide direct technical assistance to newly created farmer assogciations, cooperatives,
and other rural enterprises. PFAP will conduct four studies on agriculture sector development, strengthen
the Agriculture Producers Association Netwark, create at least 20 new farmers' service cooperatives,
strengthen at least 100 agribusinesses, provide assistance in at least 10 court cases, and facilitate the
resolution of at least 300 disputes through arbitration. The principle contractor/grantee is the East-West
Management Institute.

The Private Farmers Commercialization Program (PFCP) wili be extended. PFCP is the commercial arm
of USAID's agriculturat efforts and focuses on the development of agribusinesses. PFCP will support the
economic success of Moldova's private farmers at the village level, assuring input supply and output
distribution that in turn open new opportunities. PFCP will build 25 community level farm stores
expanding its network to thousands of new private farmers; develop at least four agribusiness
partnerships that will improve Moldova's capacity to produce high-value fresh and frozen products which
will help them to compete in world markets; and increase emphasis on high impact training in farm
management, business planning, and cooperative development. Citizen's Network for Fareign Affairs is
the prime contractor/grantee.

Increase Land Tenure Security; A Land Privatization Support Project (LPSP) will be developed to
increase tenure security, The project will correct survey and land distribution errors made during the initial
land privatization project funded by USAID, and provide a means to consolidate land holdings, advance
gains made in land privatization, and assist in the development of private property rights. This project will
help consolidate land holdings through market-driven mechanisms, advance gains made in land
privatization, and assist in the development of private property rights. The principle contractor/grantee is
to be determined.

Economic Growth ($5,137,000 FSA). BIZPRO will continue to increase the economic role of SMEs by

improving access to financing, market business skills, and information. Development Alternatives, Inc. is
the prime contractor.
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Improve Investment Climate in Moldova: The Wesiern NIS Enterprise Fund (WNISEF) promotes direct
foreign investment in cooperation with EBRD and IFC.

Energy: Continue the Process of Energy Sector Regulatory and Legal Development $6,037,000 FSA).
Moldova needs a heaithy regulatory environment to succeed in the privatization of existing energy-sector
companies and in the development of new ones. USAID will provide continued assistance to the National
Agency of Energy Regutation (ANRE) through training and exposure to U.S. and regional experience on
the subjects of tariff policy, licensing, customer service, and public relations, developing ANRE's capacity
to function as an independent, authoritative, and competent reguiator. USAID will work with the National
Association of Electricity Consumers, media organizations, and other public interest and consumer
advocacy groups to balance the interests of all energy-sector stakehoiders. The principal
contractors/grantees are: Pierce Atwood Attorneys and the National Association of Regulatory Utility
Commissioners.

Heating Sector Development: During 2001/02 only two out of 40 Moldovan district heating systems were
fully operational, and the two functioning systems were bankrupt and in receivership. USAID will work
with the investor community, consumer groups, lacal governments, ANRE and the Ministry of Energy to
develop and implement legislative and regulatory reforms necessary to improve the investment
attractiveness of the heating services business.

FY 2004 Program:

Agriculture ($8,718,500 FSA). A November 2002 evaluation team documented an extremely high level of
satisfaction regarding the results achieved by PFAP and PFCP and strongly recommended the
continuation of these activities, with small adjustments, for at least two more years. Additional agriculture
partnerships are being developed for use of FY 2004 funding.

Economic Growth ($3,595,500 FSA). The WNISEF effort to improve the investment climate in Moldova
wiil be continued at reduced levels of ongoing USAID support. WNISEF has a sizable investment portfolio
and already has substantial reflows and eamnings to respond to new investment opportunities.

Energy: Heating Sector Development ($987,000 FSA). USAID heating sector efforts will expand in the
areas of project design, financing development, and implementation.

Performance and Results: GOM statistics indicate that Moldovan GDP grew by approximately 6 percent
during 2002, the third consecutive year of economic growth. USAID assistance is playing a key role in this
achievement. Despite initial uncertainty about the new Communist government's commitment te reform,
PFAP and PFCP have been very successful in improving the policy, legal, and regulatory environment.
During 2002, the membership of the National Union of Agriculture Producers Associations (UAPA)
doubled. PFAP and PFCP have continued the development of the network of Mechanical Services
Centers, resulting in about 100 service cooperatives, 60 farm stores (including 30 created during 2002),
and a series of highly sophisticated pilot agriculture partnerships, such as controlled atmosphere cold
storage and flash freezing processing lines. SME sector activities increased the number of loans made by
the Moldova Microfinance Network and formal financial institutions on the basis of Partnership
Agreements formed with these groups by the project. Also, in FY 2002, WNISEF succeeded in attracting
a major foreign strategic investor to one of its portfolio companies, earning the fund a sizable return on its
investment.

By program completion it is expected that land tenure will be secure, landowners will have the capacity
and knowledge to defend their property rights, and private agricuiture will be sustainable with little serious
threat of re-collectivization. Private farmers will have sufficient access to quality inputs, equipment,
services, technical advice, and markets that provide them with an opportunity to succeed. Energy
supplies will be secure, stable, accessible, and able to support economic growth and development.
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US Financing in Thousands of Dollars

Moidova
117-0131 Private Enterprise Development FSA
Through September 30, 2001
Obligations 0
Expenditures 0
Unliquidated 0
Fiscal Year 2002
Obligations 7,666
Expenditures 845
Through September 30, 2002
OCbligations 7,666
Expenditures 845
Unliquidated 6,821
Prior Year Unobligated Funds
Obligations 6,234
Planned Fiscal Year 2003 NOA
Obligations 18,400
Total Planned Fiscal Year 2003
Obligations 24,634
Proposed Fiscal Year 2004 NOA
Obligations 13,301
Future Obligations )]
Est. Total Cost 45,601
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Data Sheet

USAID Mission: Moldova
Program Title: Democratic Transition
Pillar: Democracy, Confilct and Humanitarian Assistance
Strategic Objective: 117-0230
Status: Continuing
Proposed FY 2003 Obligation: $4,000,000 FSA
Prior Year Unobligated: $4,381,000 FSA
Proposed FY 2004 Obiigation: $4.465,000 FSA
Year of Initial Obligation: FY 2001
Estimated Comp!letion Date: FY 2006

Summary: The USAID Democratic Transition program in Moldova is currently made up of the following
components: technical assistance to local government units; small grants to local NGOs through the
Eurasia Foundation; and a legal reform program with the iocal bar association. These activities will ba
augmented by new citizen participation and political party development programs. USAID will use FY
2003 funds to promote local government reform, rule of law, small grants to NGOs, citizen participation,
and political party development programs.

Inputs, Outputs, Activities:

FY 2003 Program:

Civil Society ($3,620,000 FSA). Local Government Reform Project activities include: 1) increasing the
autonomy and sustainability of effective local government through implementation of GOM initiatives for
greater fiscal decentralization; 2} improving strategic planning for municipail services and assets; and 3)
greater fransparency and citizen participation in decision-making at the community level. Currently, there
are more than 40 communities participating with the local government program including 29 that have
received intensive training and technical assistance in office automation/financial management. Thirty-one
communities have completed strategic plans. In FY 2003, this process wilt continue through participatory
forms of citizen invoivement, improving transparency and accountability of local governments to citizens.
Additional local government partners will be added and models of service improvement will be made
available by “rolling-out” iessons learned from several municipal pilot demonstration projects. By the end
of FY 2003, fiscal autonomy training and technica! assistance will have been provided to all cities and
towns in Moldova with population in excess of 10,000 persons. Training and technical assistance
provided to local NGOs and municipal officials will increase accountability of iocal governments.

The Eurasia Foundation provides small grants to Moldovan NGOs to promote the development of
democracy and a market economy. The Eurasia Foundation's programmatic focus includes. 1) private
enterprise development to provide management training, business education, small business and
agribusiness support, 2) pubiic administration and policy reform to promote fransparency and
deveiopment of local governments; public administration training and public policy advice; and 3) civil
society activities to develop and support independent media and systems for alternative dispute resolution
and the empowerment of non-governmental organizations.

In FY 2003, USAID plans to start a three-year citizen participation program to strengthen local
communities and enhance USAID support for the development of new jobs and economic opportunities in
rural Moldova. The project will engage local governments, citizens groups, and NGOs in effective
community and economic activities and enhance local democracy and grass-roots citizen participation. It
will complement USAID's local government reform program revitalizing local communities through strong
citizen participation and community empowerment. The program will provide: 1) small grants to
community groups, NGOs, and local governments for civic participation projects, joint community income
generation, environmental and infrastructure improvements; 2) training and technical assistance for local
governments in the techniques and practices of civic participation; 3) training and technical assistance to
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NGOs and community groups in civic leadership skills, strategic planning, consensus building, civic
action, project development and project management, and building effective partnerships with local
governments; and 4) training and grants for local and regional journalists and media outlets.

The program will support the development of democratic practices and community leadership skills. Over
time, local governments will learn to be participatory, transparent, and accountable in their operations.
Informed, more engaged communities, capable of demanding transparency and accountability from its
local leaders, will be actively involved in local developmenit projects.

in FY 2003, USAID intends to launch a new three-year Political Party Development program. The current
Moldovan political party system is largely fragmented with about 30 political parties. Only half of these
parties ran in the last parliamentary elections and only three are represented in the Parliament. Moidovan
political parties are not organized strictly in line with democratic orthodoxy and their internal structure is
essentially authoritarian and oligarchic. The objective of the program is to create conditions for political
leadership to evolve in communities, invoive local political structures, empower political activists, and
build democratic practices from the bottom up. The principal civil society contractor/grantees are the
Urban Institute and the Eurasia Foundation.

Rule of Law ($380,000 FSA). The Rule of Law program will continue to focus training and technical
assistance on three main areas: advocacy on behalf of human rights; iegal association building; and
institutional capacity building. The advocacy program will involve direct use of the legal system to defend
citizen rights, increase citizen confidence, and help citizens develop a better understanding of the legal
system through consultations provided on human rights, freedom of speech and association, minority
rights, property rights, labor law, family law and privatization. Most of these tasks will be concentrated at
the local level, in conjunction with the Local Government Reform Project. The prime contractor/grantee is
the American Bar Association/Central European and Eurasian Law Institute (ABA/CEELLI).

FY 2004 Program:

Local Governance ($639,200 FSA). .
Civil Society (32,773,000 FSA).
Political Process ($1,052,800 FSA).

USAID will use the FY 2004 funds to continue technical assistance to local government units, NGO
development, and legal reform, citizen participation, and political party development programs. The Ruie
of Law and grant programs will continue in FY 2004 at approximately the same levels as FY 2003. The
prime contractor/grantees are the Urban Institute, the Eurasia Foundation and ABA/CEELI.

Performance and Results: The Urban Institute Local Government Reform Project (LGRP) has
conducted activities in 39 cities since its inception. Currently, 30 cities have some degree of on-going
participation with LGRP activities which include: municipal strategic planning (31 cities); fiscal autonomy
technical assistance (budgeting and financial management (28 cities); office automation (32 cities); citizen
participation (19 cities); and municipal transparency (25 cities). The project seeks to improve municipal
services by providing grant funding for infrastructure improvements. To date, the LGRP has assisted eight
cities in making improvements to water systems; four have decentralized heating projects and two have
undertaken solid waste management initiatives.

By program completion, it is expected that local governments throughout Moldova will have the capacity
to establish and implement strategic plans that address local problems and concems, and will find ready
and willing partners among a more knowledgeable and informed citizenry, with a sizable body of
examples of the success of participatory and democratic action.
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US Financing in Thousands of Dollars

Moldova
117-0230 Democratic Transition FSA
Through September 30, 2001
Obligations 1,343
Expenditures 285
Uniliquidated 1,058
Fiscal Year 2002
Obligations 4,084
Expenditures 2,663
Through September 30, 2002
Chbiigations 5427
Expenditures 2,948
Unliquidated 2479
Prior Year Unobligated Funds
Obligations 4,391
Planned Fiscal Year 2003 NOA .
Obligations 4,000
Total Planned Fiscal Year 2003
Obligations 8,391
Proposed Fiscal Year 2004 NOA
Obtigations ' 4,465
Future Obligations 0
Est. Total Cost 18,283

351




Data Sheet

USAID Mission: Moidova
Program Title: Social Transition
Pillar: Democracy, Conflict and Humanitarian Assistance
Strategic Objective: 117-0340
Status: Continuing
Proposed FY 2003 Obligation: $2,000,000 FSA
Prior Year Unobligated: $2,812,000 FSA
Proposed FY 2004 Obligation: $2,914,000 FSA
Year of Initial Obligation: FY 2001
Estimated Completion Date: FY 2006

Summary: The portion of USAID/Moldova's Social Transition Program funded with Freedom Support Act
resources includes three components: humanitarian and social assistance; health partnerships and
combating infectious diseases {Tuberculosis (TB); and anti-trafficking of persons.

Inputs, Outputs, Activities:

FY 2003 Program:

Tuberculosis ($1,400,000 FSA). Tuberculosis is a major public health danger in Moidova. The TB
epidemic is being driven by declining social and economic conditions, growing unemployment, and
subsequent poverty, as wel! as by inefficient anti-tuberculosis practices. USAID plans to start a new four-
year aclivity to combat the tuberculosis epidemic in the Republic of Moldova by enhancing the
impiementation of the cost-effective World Health Organization (WHO)-recommended DOTS (Directly
Observed Treatment, Short-course) strategy for tuberculosis diagnosis, ireatment, and care procedures.
At the end of the project, the following results wili be achieved: 1) improved laboratory capacity to
diagnose infectious pulmonary tuberculosis, including the establishment of a National TB Laboratory
Network; 2) strengthened institutional capacity of the Moldova health care system to initially detect TB
victims and provide follow-on anti-tuberculosis treatment at the primary health care level, and apply up-to-
date TB surveillance to measure progress and coordinate the DOTS programs for civilian and prison
populations; 3) increased knowledge of tuberculosis signs, symptoms, referral, and treatment in the
general poputation attained through public outreach campaigns; and 4) the establishment of a facility to
monitor multi-drug resistant (MDR) tuberculosis and to provide DOTS Plus (+) treatment for TB patients
with confirmed drug resistance.

This project will build upon the on-going USAID-funded Regional Moldova/Romania TB initiative. This
activity has two components: 1)} TB laboratory strengthening component to improve laboratory diagnosis,
treatment outcome monitoring, laboratory safety, and quality control; and 2) Improving TB drug
procurement and supply management systems to assure the uninterrupted availability of the appropriate
TB drugs in the correct quantities, at reasonable prices, meeting recognized standards of quality, and
supported by favorable political and regulatory proces