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TO THE CONGRESS OF THE UNITED STATES

On behalf of the U.S. Agency for International
Development, I am pleased to transmit to the Congress the
Administration’s budget justification for authorization and
appropriations for fiscal year 2003 for the U.S. Agency for
International Development (USAID).

Through its economic assistance programs, USAID plays
an active and critical role in the promotion of U.S.
foreign policy. The investment this agency makes in
developing and transition countries has long-term benefits
for America and the American people. This past year, I set
the Agency on a new strategic orientation to ensure that
development and humanitarian assistance programs better
address the changing international environment.

The Administration’s budget request will enable our
agency to continue its fundamental mission: promoting
prosperity, improving health, strengthening political
stability, and providing humanitarian assistance to
countries facing crises.

USAID programs, objectives and results are described
in detail in the following chapters and accompanying
annexes. I request favorable consideration by the Congress
of the Administration’s economic assistance budget request.

Aodis Shitoe

Andrew S. Natsios

1300 PENNSYLVANIA AVENUE, NW
WasHINGTON, D.C. 20523



INTRODUCTION

The U.S. Agency for International Development's (USAID) FY 2003 budget
justification to the Congress reflects the Administration's program and budget
request for bilateral foreign economic assistance appropriations.

The Main Volume of the budget justification summarizes the budget request and
discusses the programs and activities implemented through USAID's centrally funded
programs and through the four geographic regions.

A separate Summary Tables volume includes tables that illustrate the foreign
assistance budget request for FY 2003 and provide a detailed tabular breakout of the
economic assistance budget for FY 2000 (actual), FY 2001 (actual), FY 2002
estimate, and FY 2003 (request).

Five annexes to the Main Volume discuss USAID programs in the geographic regions
and the central programs, including program narratives and data sheets.

Annex | details programs and activities for Africa.

Annex I details the programs for Asia and the Near East, consisting of East and
South Asia, the Middle East, and North Africa.

Annex lll details the programs for Europe and Eurasia, consisting of Europe and
Eurasia (the Independent States of the former Soviet Union).

Annex IV details the Latin America and Caribbean programs, consisting of Central
and South America and the Caribbean.

Annex V details programs of the Agency’'s central and pillar bureaus, including
Democracy, Conflict and Humanitarian Assistance; Economic Growth, Agriculture,
and Trade; Global Health; Management; Policy and Program Coordination; and Global
Development Alliance.
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STATEMENT OF THE ADMINISTRATOR

Overview

Even before September 11, the United States’ interests in the developing world had
changed, becoming more pressing and more relevant to its overall economic and
security interests. We have moved from an era dominated by Cold War politics and
issues of containment to one where globalization and the challenges of terrorism
and world economic growth occupy our agenda. The issues of this new era center
on promoting good governance and managing conflict across the globe, as well as
erasing illiteracy and stemming the spread of infectious disease. At this time in
history, U.S. foreign policy interests are predicated not only on traditional security
concerns, but also on maintaining a liberalized international economic system and
democratic capitalism as the preferred model of governance.

The tragic events of September 11 underscore the threats such a system faces,
and the need to confront those threats, in part, by confronting the problems of the
developing world, home to more than three-quarters of the earth’s population. This
is not a new charge. For the past 40 years, the United States has sought with
substantial success to better the lives of the world’s poorest citizens. Yet as the
forces of globalization bring the world closer together, the problems of the
developing world from a national and economic security perspective become more
acute. In terms of national security, the National Intelligence Council predicted in
its Global Trends 2015 report, published in December 2000, that “states with poor
governance; ethnic, cultural, or religious tensions; weak economies; and porous
borders will be prime breeding grounds for terrorism.” Economically, states that fail
to realize tangible benefits from globalization in trade could derail further economic
openness in multilateral trade negotiations or face greater internal conflict
domestically from those opposed to globalization.

The President’s National Security Goals

Last summer President Bush, in an address to the World Bank, laid out three
national security goals:

e First, for America and her friends and allies to pursue policies that keep the
peace and promote prosperity;

e Second, to ignite a new era of global economic growth through a world trading
system that is dramatically more free and open;

¢ Third, to work in partnership with developing countries to remove obstacles to
economic growth; to help them fight illiteracy, disease, and unsustainabie debt.



These goals confirm that it is in our interest to have strong and stable countries as
neighbors and partners. The President stressed that:

A world where some live in comfort and plenty, while haif of the
human race lives on less than $2 a day is neither just, nor stable.
World poverty is ancient, yet the hope of real progress against poverty
is new... [globalization] holds the promise of delivering billions of the
world’s citizens from disease and hunger and want. We have the
opportunity to include all of the world’s poor in an expanding circle of
development.

While poverty does not, on its own, spawn extremist responses, the very word
development means more than enhanced economic well-being. It is about putting
into practice the universal values of individual freedom, economic opportunity, and
upward mobility, and the resolution of disputes through democratic governance.
American national interests are most secure in a worid built on these values.

At a time when a large measure of public resources must necessarily be directed
toward immediate security concerns, a well-focused and economical foreign

assistance program can help anchor the longer-term future that our diplomacy and
military action have delivered but not yet secured. While no program transferring
resources or skills can promise a world free of threats such as terrorism, a world in
which development of the type we seek remains absent for hundreds of millions of
people remains a world susceptible to extremism.

USAID’s Contribution

USAID’'s programs and staff in developing and transition countries contribute to the
President’s goals directly by:

¢ Fighting hunger and poverty, and promoting prosperity and sustainable
management of the world’s natural resources;

* Improving health, especially by addressing the devastating effects of HIV/AIDS
and other infectious diseases;

¢ Strengthening the quality of democratic governance and reducing the sources of
conflict; and

e Responding to international disasters and delivering humanitarian assistance to
countries facing crises.

USAID programs achieve a broad range of outcomes from improving agricultural
productivity to strengthening democratic institutions to protecting tropical forests.



Specific examples include establishing a mission in Afghanistan to help that war-
torn country move from relief to reconstruction, launching a muitiyear basic
education program in Pakistan to increase literacy and lay the foundation for
sustained growth, and aggressively fighting HIV/AIDS in Africa. We are
encouraging the adoption of market-oriented economic policies in eastern Europe,
helping African nations qualify to join the World Trade Organization, financing job
creation programs in rural central America to expand economic opportunity and
help stem the flow of illegal immigration to the United States, and using agricultural
research to increase food production in Africa. USAID works in a variety of ways,
including delivering services directly, providing technical assistance and training to
strengthen institutions, sponsoring policy analysis, and facilitating the sharing of
ideas and approaches among people facing similar problems.

Ultimate success depends on connecting developing countries to the global
economy, where they can benefit from market-driven capital flows far in excess of
those the donor community can provide. Private capital flows to the developing
world have reached a point where they total nearly six times the amount of all
official assistance. Yet not all developing countries shared in this bounty, and faced
with a serious global recession, negative capital flows to the developed economies
have been draining developing world economies for the first time in many decades.

To reverse this trend and build the foundation for sustained economic growth,
developing countries need peace and security, good governance, and educated and
healthy workers. Where these conditions exist, development has progressed
measurably, expanding markets for American goods and services and expanding
the middle class supportive of open and free societies. Unfortunately, for much of
the developing world these conditions are absent or just now emerging, requiring
careful nurturing to become a robust part of society.

Building Blocks of Development

Our budget request addresses these fundamental building blocks of development.
We have increased efforts in conflict prevention, good governance, and fighting
corruption. To build and protect a productive workforce, we are requesting more
funding to fight HIV/AIDS, a disease that attacks the most productive segments of
society, the nascent middle class, and particularly the teachers, heaith care
workers, and public servants of developing countries. We pian to launch an
initiative in Africa to cut hunger through agricuitural development. We have
increased the request for education by 65% over the last two years. We are
building our trade and investment programs, such as those pursuant to the Africa
Growth and Opportunities Act, that focus on building policy environments and
institutional capacity to allow African nations to enter the global economy. Finally,
we plan to increase our efforts in central and south Asia to enhance the peace and
stability of this region critical to the war against terrorism. These six areas are
highlighted below.



Fighting HIV/AIDS

The HIV/AIDS pandemic is devastating Africa and its middle class, including
educators, business leaders and government officials. The disease is also poised to
escalate dramatically, especially in parts of Europe and Eurasia, and some Asian
countries. In addition to untold human suffering, the disease directly threatens
stability in these regions and achievements of development objectives. In response
to these challenges, USAID is dramatically escalating its support for HIV/AIDS by
funding both the bilateral programs and the Global Fund to Fight AIDS,
Tuberculosis and Malaria. This budget increases funding from $429 million in FY
2001 to $485 million in FY 2002 to a request of $640 million in FY 2003 from all
accounts. The increases will allow USAID to strengthen and expand the critical
assistance it provides to prevention, care and support, and treatment activities in
countries most affected by the pandemic.

Attacking llliteracy

Basic education provides children and young adults with core skills essential to
success in all aspects of later life: finding or creating a decent job; raising healthy,
educated children in turn; and participating constructively in the democratic
process and the wider world. The benefits of girls’ education are particularly high,
Educational failure and ignorance contribute to broader failure at the national level,
both economic and political. Despite universal recognition of these facts, over 110
million primary-school-age children in developing countries remain out of school,
and more than 60% of these unenrolled children are girls. This budget includes a
substantial increase in funding for basic education programs, from $102 million in
Development Assistance in FY 2001 to $165 million in FY 2003,

Promoting Trade and investment

International flows of trade and investment resulting from giobalization produced
extraordinary levels of growth and employment in the United States and many
other countries over the last decade. However, most developing and transition
countries, which account for about 90% of global poverty, hunger, and illiteracy,
have not been able to capitalize on this phenomenon. This is due to a variety of
reasons ranging from poor policies and ineffective governance to a lack of training
and technological infrastructure. Poor countries are sometimes politically unstable
and make risky economic partners. USAID plans to re-energize programs that
improve local business environments, stimulate agriculture, lead to income growth
for families, and increase trade, as well as address important envircnmental issues.
The environment, particularly forestry and energy, is a critical element of any trade
and investment strategy, and this budget request addresses important
environmental issues to which economic growth gives rise.



Cutting Hunger in Africa

The problem of hunger in Africa is widespread, and it is getting worse. One out of
three men, women, and children in Africa go to bed hungry, and it is estimated that
Africa will account for 73% of the world’s undernourished by 2015 if more
aggressive action is not taken. In response, USAID pilans to launch an initiative in
FY 2003 to concentrate on agricuitural productivity on the continent, where
research indicates investments have a stronger impact per dollar on poverty than
investments in any other sector. The initiative will stress African ownership of the
drive to cut hunger and poverty, stronger regional trade links, and the opportunities
offered by new science, such as biotechnology.

Mitigating Conflict and Improving Governance

Corruption, ideological extremism, and the absence of responsible governments in
many countries present the United States with emerging challenges to our
development assistance efforts and overall national security interests. An effective
U.S. response must be comprehensive in scope and sustained over an extended
period. Consequently, USAID is developing a strategy that better links and
sequences programs for security, rule of law, democracy, economic growth, and
humanitarian relief. Under its conflict management initiative, approximately $50
million in FY 2003 funds are for this priority that integrates all tools and programs
more effectively among each of the agency’s regional and functional bureaus.
Ultimately, this initiative will better focus U.S. foreign assistance to problem
countries so that their capacities for self-governance and the peaceful resolution of
their own conflicts are strengthened.

Stabilizing Front Line States of Central and South Asia

Central and south Asian countries are playing & central role in the war on terrorism.
However, many of these countries face challenges that threaten the region's
prospects for long-term development and stability. Most south Asian countries are
characterized by poor governance, as well as tenuous civil liberties and individual
rights, especially for women. South Asia's adult literacy rates, especially for
women, are the lowest in the world, and child mortality rates are incredibly high.
Even before September 11, a broad consensus had emerged that U.S. re-
engagement in south Asia was necessary to improve the region's social and
economic conditions, and thereby reduce the risk of regional and global instability.
USAID will respond to pressing needs in Afghanistan, Pakistan, and the rest of
south Asia by focusing on basic education and health, agricuiture and rural
economic vitality, and governance programs, with special emphasis on improving
the status of women. To help reduce poverty and threats to stability in the central
Asian republics, increased budget resources have been allocated for a variety of
programs including infectious disease, conflict mitigation, economic governance,
and democracy.



Changing to Meet the Challenge — Management and Organization

Helping people in the developing world through effective assistance requires a
transparent, agile, and skillful organization. It must have adequate security to
safeguard employees frequently working in difficult situations. We are focused on
performance-based management to ensure that every tax dollar will be spent
wisely, leveraging the Agency’s funds to help build local capacity and attract
private investment. What today’s challenges demand of USAID in Washington is
fundamental management reforms in key areas and an organizational structure that
can bring necessary technical expertise to bear on problems in the field in a flexible
and efficient manner. We must aiso ensure that necessary investments to enhance
security are made at all USAID locations, especially those that are high threat.

Management Reforms

Reform of USAID’s business systems is key to improving the Agency’s
performance and will require sustained, disciplined, well coordinated, agency-wide
action. To strengthen agency-wide leadership and management capacity, we have
established a Business Transformation Executive Committee, based on commercial
best management practices, to oversee management improvement initiatives and
investments. It will set an aggressive pace in developing and implementing new
business systems, processes, and structures, and “sunsetting” outdated or
redundant ones.

During FY 2001, planning of reforms was begun and some results were achieved,
but much work remains:

o In the area of financial management, the Agency plans to enhance the core
accounting system, installed last year, to provide more accurate and timely
financial information, and improve accountability and reguiatory compliance.

¢ In human resources management, we will expand the Agency’s talent pool by
recruiting junior-level Foreign Service professionals and focusing on key skill
areas in the Civil Service like procurement and information technology.

+ In information technology, having ensured last year that all overseas posts have
reliable access to Agency systems and to e-mail, we will initiate actions to
improve our systems’ security in order to reduce the possibility of unauthorized
access.

¢ In the procurement field, in addition to the new, automated contract-writing
system implemented last year, we are preparing a competition plan to faciiitate
out-sourcing of selected functions currently carried out by USAID staff.



¢ In the area of strategic budgeting, we have consolidated the budgeting function
into the Policy and Program Coordination Bureau to more closely link resources
with policy priorities.

In the area of performance measurement and reporting, we are streamlining,
simplifying, and improving our annual performance reporting process beginning with
our field missions and operating units through to our Agency-level reporting. The
result will be an improved ability to collect and report on performance and to relate
performance to budget requests and allocations.

Development Partnerships and the Global Development Alliance

USAID recognizes that it is only one piece of the puzzle needed to overcome the
challenges to economic growth in the developing world. Four decades ago, Official
Development Assistance {ODA} comprised 70% of all U.S. financial flows to
developing countries; in today’s globalized world, they comprise 20%. To be
effective in carrying out our mission and our foreign policy responsibilities, USAID
must recognize its niche as a catalyst for enabling private trade and investment.
We need strategies and approaches that allow us to work cooperatively with other
entities investing in and providing development and humanitarian resources to the
developing world. To start this process, last year we established the Global
Development Alliance (GDA).

The Global Development Alliance is a commitment to improve the way the Agency
implements its assistance and foreign policy mandate through better and increased
collaboration with private sector, government, and nongovernmental organization
(NGO) partners. It signals a new era of cooperation where we work together to get
projects accomplished on a much larger scale than USAID could do with only its
own resources. In the past, USAID has brokered alliances that pooled resources
with matching grants such as the Children International program that collaborated
with Smith-Klein Beecham in nine Latin American and Asian countries to suppon
integrated health and nutrition programs. One example of a new alliance under
active consideration at this time is with leading U.S. coffee buyers and is designed
to help stabilize local economies while improving the quality of product available to
consumers.

The GDA Secretariat was officially established as an operating unit on November
26, 2001 with a separate staff and a limited budget to initiate new alliances. As
this model is integrated into our routine operations across the Agency, separate
staff and funding will be phased out.

Agency Reorganization

We are modifying many of our program priorities, business practices, and our
organization to better address the new challenges of the changing international



environment, especially those related to globalization. This includes the creation of
three technicatl pillar bureaus and the merger of our central budget function into our

policy bureau.

¢ The Bureau for Economic Growth, Agriculture and Trade will allow us to give
increased attention to economic issues of globalization, trade capacity building,
and agriculture. It will be at the forefront in leading and coordinating our
programs that contribute to global economic security. The bureau also has
central responsibility for the important areas of environmental protection and
education and adult training.

e The Bureau for Global Health will give greater focus to evolving health issues,
especially our increased emphasis on HIV/AIDS and other infectious diseases.
This bureau will be the point of technical leadership within the Agency for ail of
our traditional health, nutrition and family planning programs, including those
that address maternal and child health and infectious diseases.

» The Bureau for Democracy, Conflict and Humanitarian Assistance will allow us
to tighten the links between these related issues that are being drawn
increasingly into the spotlight as the number of collapsed states, internal violent
conflicts, and complex humanitarian emergencies grows. Our current conflict
prevention task force, which leads the conflict prevention, management, and
resolution initiative announced last year, will be folded into this bureau by
September 2002. We intend to build on our experience in post-conflict countries
like Afghanistan to learn how long-term engagement and political assistance can
help states formerly in conflict create effective institutions and peaceful
development.

In submitting USAID’s budget request for FY 2003, we at USAID would like to
assure the Congress that it rests on a commitment to adapt basic themes proven
successful in the past to new circumstances while working to buttress the
institutional strengths of the Agency and its management systems so we are better
able to face the challenges of this century.
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SUMMARY OF FY 2003 BUDGET REQUEST

This chapter describes the FY 2003 budget request for proposed appropriation
accounts. All USAID-managed programs, regardiess of account, address USAID's
strategic framework, as represented by the following four pillars:

e Economic Growth, Agriculture and Trade (EGAT);

Global Health (GH):
¢ Democracy, Conflict and Humanitarian Assistance (DCHA); and
¢ The Global Development Alliance (GDA).

The “Program Highlights” chapter details new priorities and initiatives to address the
changing international environment.

For FY 2003, the President is requesting appropriations under the Foreign Operations
Subcommittee of $7,292,724,000 in discretionary funds for USAID-administered
programs, including those jointly administered with the State Department. Also
requested is $1,185,000,000 in P.L. 480 Title ll, which is appropriated through the
Department of Agriculture but is managed by USAID. The total request including P.L.
480 is $8,477,724,000.

Subsequent tables and descriptions provide further details in support of the budget
request. Tables are in dollars thousands and cover a four-year period, except Table Il.

Table | lists all the accounts managed by USAID. Where there are transfers of some of
these funds to other agencies, these levels are noted. Levels for FY 2000 and 2001
reflect rescissions. The Emergency Response Fund for 2001/2002 is listed as a
separate line item under the accounts that received these funds.

However, other supplemental appropriations are inciuded in account totals as follows:

e FY 2000 supplementals were International Disaster Assistance, $25 million; Plan
Colombia, $219 million; and Economic Support Fund, $450 million.

o FY 2001 supplementals included International Disaster Assistance, $135 miliion;
USAID Operating Expenses, $13 million; and Assistance to Eastern Europe and the
Baltics, $75.8 million.

This budget also reflects adjustments to the international food program that the
Administration is proposing to improve its effectiveness. These adjustments include
the reduction of food monetization. These reductions will be offset in part by

PREVIOUS PAGE BLANK ?



proposed increases in funding for programs for which monetization has been used,
such as agriculture and food security, health, basic education and the environment.
Increases in these programs collectively exceed $100 million. The Agency will
continue to channel resources through its NGO and private sector implementers, and
USAID will consult with them in this process.

Table 1l provides an estimated breakout of the FY 2003 request by the four pillars
under all USAID-managed program accounts. Programs of special interest or
emphasis are also broken out under the individual pillars.

Tables Il through XlII cover the individual USAID-managed accounts.
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USAID BUDGET SUMMARY

! Foreign O ions Sut "
USAID Directly Managed:
Child Survival & Health Programs Fund 844 366 1.214,556 1,313,500 {1.374.000)
[Total excludes transfer to UNICEF} {109,582} [109,758} [120,000} -]
Development Assistance 980,760 1,028,984 1,178,000 2,739,500
[Total includes transfers 10 Int.Am.Fdr/Afr Dev.Fdn] [19,326] [27,651] - -
Subtotal 1,825,126 2,243,252 2,491,500 2,739,500
intemnational Disaster Assistance {IDA} 227,014 299,340 235,500 235,500
Emergency Response Fund-IDA (ERF} - - 146,000 -
Transition Initiatives (TI} [50,000) 49,890 50,000 55,000
Developrnent Credit Programs [by transier) - 14,9891 118,500] -
Development Credit Programs-appropriation - 1.497 - -
Development Credit Authority 13,000] - - -
Other Credit Programs-subsidy costs 3,000 1.497 - -
USAID Operating Expenses (OE) 518,960 643,160 560,659 586,087
Emergency Response Fund - OF - 2,400 15.000 -
USAID Capital Investment Fund - - - 95,000
Development Credit Programs — Admin. Expenses - 3.99 7.500 7.591
Other Credit Programs-Admin. Expenses 5,490 499 - -
inspector General Operating Expenses 24,950 26,941 32,806 34,046
Foreign Service Disability & Retirement [mandatory} 143,837] {44,489] 144,880} {45,200}
Subtotal-USAID Direct Managed 2,604,540 3,173,550 3,538 965 3,752.724
State and USAID Managed:
Economic Support Fund & imtemational 2,792,187 2,314,896 2,824,000 2,290,000
Fund for Ireland (ESF)
Emergency Response Fund - ESF - - 600,000 -
Plan Colombia-USAID-managed portion [207,500] - - -
Andean Counterdrug Initiative-USAID managed portion (46,000} {25,750} (215,000 [278.000}
Assistance to the independent States{ex-Soviet)-FSA 835,812 808.218 784,000 755,000
Emergency Response Fund — FSA - - 48,500 -
Of which transfers -318,859 -288.662 -336.860 -296.470
Assistance to Eastern Europe and the Baltics {AEEB) 582,970 674,338 621,000 495,000
Of which transfers -168,599 -153,699 -194,223 -131,955
Foreign Operations Subtotal 6,815,509 6,971,002 7.814.465 7.292,724
Of which transfers 506,784 470,012 531,083 428,425
Foreign Operations Total less Transfers 6,308,725 6,501,278 7,283,382 6,864,299
Agricuture Subcomwnitiee
P.L. 480 Food For Paace Title il 800,000 835,159 850,000 1.185,000
Emergency Response Fund - Title |} - - 95,000 -
| USAID Total: 7615509 7,806,161 8759465  8.477.724
. Of which Emergency Response Fund - ERF - 2,400 902,500 -
" Of which Retirement Costs NA [12,704) [12,965) [15,324]
- Of which transfers 506,784 470,012 5$31,083 428,425
i USAID Total less ERF, Transfers 7.108,725 7,333,749 7,325,882 8,049,299
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DEVELOPMENT ASSISTANCE
Table il

Davelopment Assistance ~

doflars thousands

FY 2006 FY 2007
‘ 1,825,126 2,243,252
Agriculture 152,118 160,390
Trade and Investment 257,319 245,397 252,900
Development Credit by Transfer 13,0001 [5,000] (18,500]
Environment 252,679 274,092 278,900
Basic Education 98,000 102,801 150,000
Higher Education & Training 44,656 80,369 62,300
Global Health 843,228 1.214.445 1.313.8500
Child Survival/Matemnal Health 266.766 295,239 320,000 282,500
Vulnerable Children ** 12,000 28,935 25,000 13,000
HIV/AIDS 175,000 289,340 395,000 500,000
Other Infectious Diseases®*** 73.600 123,725 # 155,000 110,000
Family Planning/Reproductive Health 327,262 376,206 368,500 368.500
UNICEF - non-add [109,582} [109,758] (120,000} -1
Giobal Fund - 100,000 50,000 100,000
Assistance
Democracy and Governance/Conflict 132,400 131,308 119,400
Human Rights 11,500 26,511 27,000
Glohal Develooment Alliance - - 20,000
Other {IAF/ADF,IFAD, El Salvador, 21,826 27,939 67,100
contingencies)
Regional Distribution
dollars thousands
EY 2000 EY 2001
TOTAL 1,825,628 2,243,252 2,491,500
Sub-Saharan Africa 738,488 768,223 887,223 1,000,091
Asia 283,891 322,153 412,215 457,035
Near East 10,250 11,187 10,913 7.213
Eurasia - 6,012 - -
Europe - 770 - -
Latin America and the Caribbean 280,957 324,258 373,052 417,005
Central Programs 495,040 710,649 630,797 631,656
International Partnerships {GAVI, UNAIDS, etc} 17.000 100,000 177.300 226,500

*Funds prior to FY 2003 include both Development Assistance and Child Survival and Diseases Fund
(2000-2001), or Development Assistance and the Child Survival and Health Programs Fund {2002).
**For vuinerable children, we are shifting program focus and funding to children impacted by

HIV/AIDS.
* **Other Infectious Diseases includes tuberculosis and malaria, antimicrobial resistance, surveillance,

and other infectious diseases.

The Administration is attempting to simplify and streamline the budget account
structure throughout the U.S. Government. As part of this effort, this budget
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proposes to merge the Development Assistance and Child Survival and Health
accounts. This change will not affect overall funding levels for heaith programs. The
Global Health pillar contains the same elements as the former Child Suwrvival and
Disease Programs Fund account.

The Administration’s request for the Development Assistance account, $2.74 billion,
includes funding for three of the Agency’s program pillars (Economic Growth,
Agriculture and Trade; Global Health, and Democracy, Conflict and Humanitarian
Assistance), plus limited funding for the fourth pillar, Global Development Alliance.

The $1.11 billion in funds requested under the Economic Growth, Agriculture and
Trade pillar will help address poverty and hunger, globalization and trade, education
(especially basic education for children and young adults}, and environmental issues.
The request for this pillar has increased over FY 2002 particularly for the agriculture
sector. This increase is in support of multi-year commitments with implementing
partners to the Agency’s new priority for agriculture and food security. The request
addresses this new direction where USAID is going to support the type of programs
previously supported through food monetization. Funding for environmental
programs includes $50 million for the President’s forestry initiative ($30 million from
Development Assistance and $20 million from other accounts).

The Global Health request of $1.4 billion, $60.5 million over the FY 2002
appropriation. A total of $640 million will be devoted to HIV/AIDS. Of this amount,
$540 million ($500 million from DA and $40 million from other accounts) is for the
HIV/AIDS bilateral program and $100 million is for the Global Fund to Fights AIDS,
Tuberculosis, and Malaria. The increased funding for HIV/AIDS will allow USAID to
strengthen and expand prevention, care and support, and treatment activities in
countries most impacted by the pandemic, and in countries posed for dramatic
increases in HIV prevalence. The request also supports programs in child survival
and maternal health, orphans and vuinerable children, other infectious diseases, and
family planning and reproductive health.

The request for Democracy, Conflict, and Humanitarian Assistance funding is $2256
million. Development Assistance will fund democracy and governance, human rights,
and conflict-prevention programs, and there will be a new focus on reducing the
conditions that give rise to terrorism. The request includes $50 million for a new
conflict-management effort and additional funds to directly address the related
problems of governance and corruption.

The Global Development Alliance capitalizes on USAID'’s extensive field presence,
network of local development partners, and technical expertise to facilitate public-
private alliances and mobilize external resources in achieving development objectives.
The Agency is requesting $30 million to establish new partnerships and alliances.
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INTERNATIONAL DISASTER ASSISTANCE Table IV

International Disaster Assistance

doflars thousands
FY 2000 FY 2001 FY 2002 FY 2003

TOTAL- Direct Appropriation *

Emergency Response Fund * = = 148.000 =
Total 222014 299,340 381,600 235.500

Relief 125,051 238,052 325,500 178,500

Mitigation/Preparedness 25,397 23,724 8D

Worldwide Administrative and

Operational Support 26,566 37,564 33.000 34,000

Transition Assistance* 50,000 - - -

(SEE ADDITIONAL DETAIL IN CENTRAL PROGRAMS ANNEX.}

* Appropriations for FY 2000 and 2001 included supplementals of $25 million and $134.7 million
respectively. Actual emergency program levels were higher and were funded from prior-ysar resources,
including carryover. Actual relief obligations were also higher and also funded from prior-yesar resources,
including deobligations. In FY 2000, the International Disaster Assistance (IDA} account inciuded
funding for the Office of Transition Initiatives. Beginning in FY 2001, Congress established a separste
Transition initiatives account for these programs, which is discussed below.

The IDA account provides funding for humanitarian assistance to victims of civil
crisis and disaster. For example, after the earthquakes in El Salvador and iIndia, IDA
funds assisted in such sectors as emergency shelter, health, water, and sanitation.
In addition, IDA funds help with prevention, preparedness, economic recovery, and
rehabilitation as part of a comprehensive response to reduce developing country
vulnerability to emergencies. The supplemental funds provided during FY 2002 as
part of the Emergency Response Fund have been assisting the people of
Afghanistan. The use of current and future IDA funds is contingent on future events,
therefore the allocation of these funds remains to be determined.
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TRANSITION INITIATIVES

JOTAL

Sub-Saharan Africa

Asia

Near East

Europe

Latin America and the Caribbean

New Country Programs
(unallocated)

Worldwide administrative and
operational support

_dé}féré ousands

17,113 14,867 7,441 5,000
11,791 6,463 9,000 6,000
731 1,033 -- -
15,843 17,638 17,320 3,000
1,107 6,450 7,000 -

-- - 5,239 37,000

3,415 3,439 4,000 4,000

{See additional detail in Central Programs annex, chapter on the piillar bureau, Democracy, Conflict, and Humanitarian Assistance.)

*Before 2001, transition assistance was part of the international Disaster Assistance account.

The Transition Initiatives account provides funding that advances peace and stability
by conducting fast and flexible interventions in priority conflict-prone countries. The
funds address the needs of pre- and post-transition countries experiencing significant
political changes or facing critical threats to basic stability and democratic reform. in
the Balkans, for example, Transition Initiatives funds are being used to increase
public understanding of democratic reform efforts, to engage citizens in projects
emphasizing community decision-making, and to provide support to independent
media and nongovernmental organizations.
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USAID CREDIT PROGRAMS

Credit Programs

doltars thousands

FY 2000 FY 2007

ACCOUNTS-Appropriations 8.490 1.454 1.500 21.591
Development Credit Program - 5,488 7.500 7.591
-- by transfer [3,0001] [4,989] [18,500] -
Micro & Small Enterprise Dev. 2,000 1,996 - -
Urban & Environmental Credit 6,490

| SOURCES AND USES 8.490 1.4%4 1.500 .59
Subsidy Costs, inciuding 2.000 2994 118.5001 =
transfers
s Development Credit - 1,497 - -

Program

[by transfer] - [4,989] {18,500] -
* Development Credit Auth.

[by transfer] [3.0001 - - -
¢  Micro & Small Enterprise 1,500 1,497 - -
e Urban/Environmental Credit 1,500 - - -
* Development Credit - 3,991 7.500 7,591

Program
[retirement costs-formerly NA NA NA [91)
OPM]

e Micro & Smalt Enterprise 500 499 - -
o Urban/Environmental Credit 4,990 - - -

The request for FY 2003 includes $7.59 million for administrative costs to manage
this program. No new authority for subsidy costs is being requested at this time. For
FY 2003, the Administration has requested authority to use any remaining, unused
balance of the FY 2002 authority to transfer up to $18.5 million to the DCA; the
requested transfer authority would apply to FY 2003 appropriatons and funds
transferred would remain available for use through FY 2007.

Private investment and effective credit markets are critical for economic growth in
developing countries. Development Credit Authority (DCA) assistance induces local-
currency lending to creditworthy but historically under-served markets. DCA is
principally intended for use where a development activity is financially viable, where
borrowers are creditworthy, and where there is true risk sharing with private lenders.

DCA is an alternative use of existing appropriations, whereby funding from other
USAID-managed accounts can be transferred to the DCA account, subject to an
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annual Congressional ceiling, and used to pay for the costs of more disciplined, less
costly credit assistance. DCA augments grant assistance by mobilizing private capital
in developing countries for sustainable development projects, thereby supporting the
capacity of host countries to finance their own development.

OPERATING EXPENSES

646,793 637,189

Sources:
+ Appropriations - Direct 518,960 543,160 560,659 586,087
{full costs-future retireas} NA (11,333) (11,659} (13,887)
* Appropriation w/o retirees 518,960 531,827 549,000 572,200
« Emergency Response Fund B 2.400 15,000 _

s Trust Funds, Carryforward,
and Reimbursements 42,566 72,155 71,134 51,102

See separate chapter in this volume for a more detailed Operating Expense narrative and tables.

USAID's programs and expertise play an important role in support of U.S. foreign
policy and help implement the U.S. strategy for international development, peace,
and stability. The Operating Expenses budget of USAID is critical since it provides
funding for salaries and support costs of the staff responsible for managing these
programs.

The FY 2003 request for USAID Operating Expenses is $586.1 ‘million, excluding the
Office of the Inspector General and the Capital investment Fund, which are
requested separately. These funds will provide resources needed to maintain current
staffing levels associated with USAID’s presence in key developing countries. The
request includes an estimate of $13.9 million to implement the Administration’s
proposal to fully reflect costs of future retirees in Agency budgets.

The Operating Expenses of USAID are financed not only from the new budget
authority, but also other sources of nonappropriated sources including recoveries.
These other sources (trust funds and recoveries) continue to drop from $71 million
in FY 2002 to $51 million in FY 2003. This decrease makes it critical that the full
request for Operating Expenses be provided to meet expected requirements. A large
portion of the OE budget is either fixed or directly related to staffing levels;
reductions in the requested funding would immediately impact the ability of USAID
to maintain staff necessary to monitor and manage programs.
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CAPITAL INVESTMENT FUND

T Capital nvestient Fund |

Total - - 95,000

USAID requests establishment of a Capital Investment Fund (CIF) in FY 2003. These
no year funds will provide the Agency with greater flexibility to manage investments
in technology systems and facility construction that the annual appropriation for
Operating Expenses does not allow. In this fund, $13 million is for information
technology, which will support major systems and infrastructure improvement
projects that have substantial impact on Agency operations and results. In addition,
$82 million is for construction overseas to build new USAID office facilities and to
collocate on embassy compounds when new embassies are constructed. Funds for
building construction have previously been part of the Department of State budget
request, not USAID's.

INSPECTOR GENERAL OPERATING EXPENSES
Table IX

Inspector General Operating Expenses
dollars thousands

FY 2000 £Y 2001 £Y 2002 . £Y 2003

iati 24,950 26.941 21.500 34,046
Retirement Costs-formerly NA [1,083) [1,306] (1,346}

OPM]
Total Costs 24,950 28,024 32,806 34,046

See separate chapter in this volume for a more detailed IG Operating Expense narrative and tables.

The FY 2003 request of $34.046 million covers operations, including salaries,
expenses, and support costs of the Office of the Inspector General associated with
USAID programs and personnel operating in over 80 countries around the world. This
request will enable the Office to reduce the Agency’s exposure to fraud and waste
and increase the credibility of and confidence in USAID programs operating in highly
vulnerable areas of the world.

The goal of the Office of the Inspector General is to assist USAID with implementation
of its economic development strategies and provide USAID managers with information
and recommendations that improve program and operation effectiveness and
efficiency. The Office has statutory responsibilities to (1) conduct audits and
investigations relating to the programs, operations, and personnel of USAID; (2)
provide leadership and coordination and recommend policies for activities designed to
promote economy, efficiency, and effectiveness and to detect waste, fraud, and
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abuse in the programs and operations of USAID; (3) provide a means for keeping the
USAID Administrator and Congress informed about problems and deficiencies; and (4)
provide audit and investigative services and oversight for the Inter-American
Foundation and the African Development Foundation.

ECONOMIC SUPPORT FUND

Table X

TOTAL-Direct Appropriation, excluding: 792,187 14,8 2,224,000 2,290,000
Emergency Response Fund - - 600,000 -
Of which State Department programs: 28,907 41,401 35,000 56,250
South Pacific Tuna Treaty 14,000 14,000 14,000 18,000
Other Managed by State Department 24,907 27.401 21,000 38,250
Total Managed by USAID 2,763,280 2,273,495 2,188,000 2,233,750

. ‘Regionaf Distribution
doflars thousands
FY 2600
TOT 2.7 7 2,314,896 2,824,000 2,290,000
Emergency Response Fund - - 600,000 -
Sub-Saharan Africa 62,500 85,798 100,000 77,000
Asia 116,750 187,835 212,500 410,750
[South Pacific Tuna Treaty] [14,000] [14,000] {14,000] [18.000]
Near East 2,400,823 1,848,723 1,679,000 1,624,000
Eurasia - - - -
Eurcpe 59,614 44,901 45,000 44,000
Latin America and the Caribbean 124,877 120,238 166,500 96,000
Central/State Interregional Programs 27,623 27,401 21,000 38,250

The Economic Support Fund supports the economic and political foreign policy
interests of the United States. The request focuses on the top U.S. priority— the war
on terrorism— providing assistance to the front-line states and building new
relationships as the campaign against global terrorism widens. To the extent possible,
the use of Economic Support Funds also conforms to the basic policy directions
underlying development assistance and programs that support USAID's three strategic

pillars.
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Near East. The FY 2003 request of $2.3 billion will be used largely to support Middle
East stability and a comprehensive peace between Israel and its neighbors ($1.6
billion}. Funding includes $600 million for Israel, $615 million for Egypt, $75 million
for the West Bank and Gaza, and a substantial increase in economic assistance to
Jordan (for a total of $250 million). in addition, funding of $10 million is earmarked to
support Yemen's efforts in the war on terrorism, $32 million for Lebanon, and $25
million for the Iraq opposition program. The request continues programs to strengthen
regional cooperation, promote democracy and civil society, and encourage economic
growth and integration through increased trade reforms.

Europe and Eurasia. The request for Cyprus is $15 million and $25 million is
requested for Ireland, as well as $4 million for the final year of the Ireland intake
program.

Asia, $393 million is requested, which includes $200 million for Pakistan, $25 million
for India, $7 million for Bangladesh; $6 million for Nepal, $4 million for Sri Lanka, $60
million for Indonesia and $19 million for East Timor, $20 million for the Philippines,
$17 million for Cambodia, $12 million for Mongolia, $6.5 million for Burma, $5 million
for China, and $4 million for regional women’ programs. The funding level for
rehabilitation and reconstruction programs for Afghanistan is yet to be determined.

Africa. The request includes $77 million, of which $32 million is for African Regional
Democracy programs, including funding for the Congo and Nigeria. In addition, $31
million is for Countries in Transition, such as Sierra Leone, Ethiopia, Eritrea, and
Angola, $8 million is for Safe Skies, and $6 million is for regional organizations such
as the Southern Africa Development Community and the Organization of African

Unity.

Other. The request includes $56 million for state-managed programs, including the
South Pacific Multilateral Fisheries Treaty and Human Rights and Democracy Funds.

ASSISTANCE FOR EASTERN EUROPE AND THE BALTIC STATES

Assistance for Eastern Europe and the Baltic States

dolfars thousands

FY 2000 FY D001
TOTAL $82.970 £74.338 621,000 495.000
Of which transfers: 168,599 153,693 194,223 131,956
Total USAID-Managed 414,371 520,639 426,777 363,045
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The request of $495 million will help stabilize southeast Europe and support the
region’s transition into the European and trans-Atlantic mainstream. Although there
are no longer USAID missions in the European northern tier, legacy mechanisms are in
place for grant-making funds, managed by private foundations, such as the Baltic-
American Partnership Fund.

in Southeast Europe, USAID focuses on mitigating conflict, supporting democratic
processes, furthering economic reforms, and promoting regional cooperation among
these countries and their speedy integration into Europe proper.

The request includes $110 million for Serbia to help speed implementation of
economic policy reports and support community development and humanitarian
needs. For Kosovo, the $85 million request will support security, democratization,
and respect for human rights and rule of law, as well as help revive the economy and
provide social services. The Former Yugoslav Republic of Macedonia will receive $50
million to increase employment-generation programs, work with small and medium-
sized businesses, basic education, and labor deployment, and help implement
constitutional changes. For Bosnia-Herzegovina, $50 million is requested to support
economic development, judicial reform, and reform of military and state institutions.

ASSISTANCE FOR THE INDEPENDENT STATES OF THE FORMER SOVIET UNION
Table XN

Assistance for the Independent States of the Former Sovief Union

doflfars thousands

£Y.2000 FY 2007 FY 2002 /
TOTAL-Direct Appropriation 835.812 £08,218 184,000 755.000
iEmergency Response Fund - - 46.500 -
Of which transfers: 318,859 288,662 336,860 206,470
Total USAID-Managed 516,953 519,556 447,140 458,530

The request for the former Soviet Union totals $755 million to fund continuing
programs of USAID and other agencies supporting economic and democratic transition
and the war on terrorism. Funding underscores the continued U.S. commitment to the
region and the vital role played by the front-line states in the coalition against
terrorism.

The shift of funding from core economic and democracy programs in Russia and
Ukraine to the Central Asian republics and Azerbaijan continues; it will address the
region’s economic development needs, porous borders, political instability, and
humanitarian concerns. Throughout the former Soviet Union, funds will support smali
and medium-sized businesses through training, exchanges, and greater access to
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credit, as well as U.S. investment and trade. Increasing emphasis will be placed on
partnerships and dealing with corruption.

Some funds will support health programs, including efforts to improve maternal and
infant health, combat infectious diseases, and improve community health services.
Other programs will confront trafficking in persons by improving legislative and
regulatory remedies, strengthening law enforcement, and helping repatriate and treat
the victims. Conflict-prevention efforts will include addressing the root causes of
discontent, including lack of jobs, poor social services, and decaying infrastructure.

P.L. 480 TITLE # FOOD FOR PEACE PROGRAMS

PL 480 Title If Programs

dollars thousands

£Y2000  £Y 2001
esponse Fund - - 95,000 -
Non-Emergency - PVYO & WFP 423,881 426,638 T8D TBD
Emergency - PVO, WFP and
Government-to-Government 366,119 397,771 TBD TBD
Farmer-to-Farmer 10,000 10,750 10,000 10,0000

{FOR MORE DETAIL, SEE CENTRAL PROGRAMS ANNEX AND SUMMARY TABLES)

The United States uses its abundant agricultural resources and food processing
capabilities to enhance food security and combat problems of malnutrition in the
developing world both through emergency food aid responding to the critical food
needs of targeted vulnerable groups and through development food aid focused on
enhancing household nutrition or increasing incomes and agricuitural production.
Provided via private voluntary organizations (PVOs) and the UN World Food Program
(WFP), emergency food aid, such as in Kosovo, Serbia, and Sudan, not only saves
lives but also mitigates the immediate effects of conflict and contributes to the
stabilization of war-torn societies. Development food aid is provided via multi-year
commitments to PVOs, as well as through a portion of the biennial pledge to the
WFP. Appropriated to the U.S. Department of Agricuiture, the Title |l program is
managed by USAID. The Emergency Response Fund provided during FY 2002 has
been assisting people in and around Afghanistan.

As the monetization program is reduced over time, the commitment with
implementing partners to address issues of agricultural productivity, food security
and the environment remains strong, as evidenced by the increased DA request for
these sectors to offset this reduction,

There are some basic programming decisions remaining for current and future Title 1i
funds; therefore, the allocation of these funds remains to be determined.
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PROGRAM HIGHLIGHTS

This chapter provides an overview of USAID’s plans, summarizing the impact of
the FY 2003 budget request on particular sectors and subsectors with an emphasis
on USAID’s new priorities and initiatives. This chapter addresses the four Agency
pillars of:

Economic Growth, Agriculture and Trade (EGAT);

Global Health (GH);

Democracy, Conflict and Humanitarian Assistance (DCHA); and
The Global Development Alliance {GDA).

The following shows the Agency’s proposed budget request from all accounts by
pillar.

_! FY 2003 Woridwide Total By |
Pillar ]
$7,755,000 ‘

Globd Halth
2%

: Denocracy,
Conlia &
Huomsiawtisn
. Exmomic I
. Grosh,
Agriadvare
Trude
Ghotul
- Deveopramt
Allinoe
o

* EGAT pillar includes $600 million cash transfer to Israel.
** DCHA pillar includes $1.185 billion P.L. 480 Title II.
*** Budget request for Global Development Alliance is $30 million.
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Economic Growth, Agriculture and Trade

llustrative Breakout of FY 2003 Programs (In dollars millions)

Economic Growth, 3,669.0
Agriculture & 1.110.6 1,945.8 | 195.2 417.4
Trade
+ Agriculture 260.5 1196 19.9 40.7 440.6
* Trade and

Investment 316.6 | 1 644.7 | 142.0 | 266.5 2,369.8
« Microenterprise

[non-add] (80} (39] | [6.01 | [20.01 [145.0)
s Environment 308.0 123.4 11.0 | 83.2 5256.6
¢ [of which

GCel [110.1] [1.5]) 8.1 [35.3]) [155.0]
* Education& 225.5 58.2 | 223 | 27.0 333.0

Training_
» [of which Basic

Education] [165.01 | 125.01 | [4.71 | [2.6] [197.3]

The EGAT pillar supports the goals of reducing poverty and promoting prosperity in
developing and transitional countries. EGAT’s programs target five priorities:

e Developing agriculture and reducing hunger;
e Increasing trade and investment and providing for small and micro-enterprises;
¢ Promoting sustainable management of the world’s natural resource base;
¢ Increasing access to efficient, high quality basic education, particularly for girls;
¢ Increasing opportunities for higher education and training.
Funding Attribution by Region Ag::uzlrunri o Trade 89,008,000
2500 o
2000 Trade &
1500
1000 +
500 +
0 ‘ ; |
AFR ANE E&E LAC Central
12%

Trade and Investment and ANE include $600 million ESF cash transfer for Israel.
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Developing Agriculture and Reducing Hunger

To meaningfully reduce hunger over the next 20 years, farmers, both men and
women, in developing countries will have to more than double the productivity of
their land, labor, and water resources without further encroaching on marginal land.
At the same time, trade globalization will require these same farmers to become
more competitive in marketing what they produce. The need to double productivity
and compete globally will require countries to institute market-based policies while
developing the institutions, infrastructure, and rural finance systems to ensure that
their farmers will have access to the necessary technologies—and the incentive to
use them.

To meet this huge challenge, USAID is revitalizing its agricultural programs and
encouraging public and private donors and development partners to do the same.
increased agricultural funding will also help offset the reduction in food
monetization. Agency-wide agricultural programs are aimed at four strategic
themes:

Accelerating the use of biotechnology to reduce poverty and hunger;

e Developing science-based agricultural solutions, particularly global and local
trade opportunities for farmers and rural industries;

e Increasing knowledge at the local level through training, outreach, and adaptive
research; and

e Promoting sustainable agriculture and sound environmental management.

Two regional initiatives, one in Africa and one in Central America, exemplify the
Agency’s new direction in agriculture programming:

e Recognizing that the agriculture sector is the most cost-effective engine of
growth for Africa, USAID is launching the "Cut Hunger in Africa” initiative and
is increasing agriculture funding by about 25%. The Agency will direct funding
to countries with the greatest food insecurity and whose governments are most
committed to increasing growth and reducing poverty. Programs will focus on
expanding use of modern technologies, increasing credit to farmers,
strengthening agricultural cooperative associations, streamlining policy and
market functions, and promoting agroprocessing and intraregional exports.
Some of the increased agriculture funding will support partner activities
previously supported with food monitization.

o In Latin America and the Caribbean, USAID will more than double its agriculture
program funding. USAID will use some funds to increase its support for the
Partnership for Prosperity (PfP), a trade-led, rural economic growth strategy for
Central America and Mexico launched in FY 2002. The PfP reduces rural
poverty by providing market development, business services, and credit to small
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farmers, both men and women: building trade capacity and competitiveness;
supporting applied agricultural technology and biotechnology; enhancing
educational programs; and improving disaster preparedness. The PfP wiili be
implemented in part through new programming alliances with the U.S. Hispanic
community, corporations, private foundations, U.S. state governments, and
international financial institutions.

The FY 2003 budget request increases agriculture funding to enable the new EGAT
Bureau to provide global leadership in developing country applications that target
these strategic themes with a focus on the new biological and geospatial
technologies.

Increasing Trade and Investment

USAID’s trade and investment programs strengthen policies and institutions and
improve the business and investment climate in recipient countries. Countries that
do not avail themselves of the enormous economic opportunities afforded by
globalization will miss out on economic and social progress and be increasingly
vulnerabie to conflict, international crime, infectious diseases, and other problems
that flow readily across borders in an increasingly globalized world. Because trade
is central in addressing globalization issues, USAID is increasing its budget request
and will allocate most of these resources directly to field programs..

* In Africa, USAID is contributing to increased trade and investment by promoting
harmonization of trade and customs policies, more transparent and efficient
finance and investment environments, and business linkages. Under its Trade
for African Development and Enterprise (TRADE) initiative, USAID will mobilize a
coalition of U.S. and host-country partners—from both public and private
sectors—to build trade capacity in the recipient countries. Moreover, this
initiative will be a formidable source of technical assistance in support of the
Africa Growth and Opportunities Act.

* In the Near East, USAID will increase attention to legal and regulatory reform
programs that foster competition and business investment.

* In East Asia, the Agency will continue its work to liberalize international trade,
improve economic governance, increase competition, eliminate restraints on
foreign and domestic investment, improve financial sector performance, and
privatize infrastructure.

¢ In Latin America and the Caribbean, USAID is improving trade capacity through

several cross-cutting initiatives, including the Partnership for Peace, the Andean
Regional Initiative, and the Third Border Initiative aimed at the Eastern
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Caribbean. These and other activities support establishment of a Free Trade
Area of the Americas by January 2005.

To support these regional and country efforts to build trade capacity, the EGAT
Bureau is expanding its FY 2003 programs to increase the ability of developing-
country producers to meet international quality and safety standards. Other
programs will help disseminate new approaches to formulating sound commercial
laws, increasing competition in key service sectors, and accelerating the response
of private firms to global market opportunities.

Promoting Sustainable Management of the World’s Natural Resource Base

Environmental degradation is an increasing threat to long-term development in
developing and transitional countries, with especially severe effects on health,
poverty, trade, food security, and political stability. The effects are also felt directly
in the United States, through global impacts such as climate change and conflict,
and indirectly through interconnections with the U.S. economy.

USAID will invest in five key environmental areas:

Biological diversity;

Natural resources management and forestry;
Environmentally sound urbanization;
Sustainable energy production and use; and
Global climate change.

USAID will increase its activities in these key areas, expanding its programs to
reduce illegal and destructive logging, understand the role of environment in
conflict and in trade, expand partnerships with nongovernmental organizations and
industry, and (within the framework of the President’s climate change plan) enable
countries to mitigate the effects of climate change and simultaneously promote
sustainable economic growth.

The FY 2003 budget request for environmental programs is $525.6 million, of
which $308 miillion is in Development Assistance, $123.4 million in Economic
Support Funds, $83.2 million in FREEDOM Support Act funds, and $11 million in
Support for East European Democracy Act funds. Of the total amount, $155 million
is budgeted for climate change and $50 million for the President’s Forest initiative.

Increasing Access to Efficient, High Quality Basic Education
Basic education supports all aspects of development; it is especially important to

reach children and young adults. Better-educated workers enjoy growing incomes
and stable employment; better-educated citizens demonstrate stronger support for
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democratic processes and respect for civil liberties. Full educational participation by
girls leads to improved family health and child survival, along with stronger family
support for the education of future generations. Conversely, uneducated young
men, without prospects of productive employment, are especially vulnerable to
recruitment into support for terrorism or civil and international conflict. Likewise,
countries that fail to ensure access to decent schooling create a vacuum that can
be filed by organizations that promise educational opportunity, but deliver
indoctrination in hatred and violence.

USAID’s basic education programs help and encourage countries to improve their
educational policies and institutions, to adopt improved educational practices in the
classroom, and to families and communities a stronger role in educational decision-
making. In the many developing countries where girls face barriers to educational
participation, USAID devotes special efforts to reducing these barriers and thereby
promoting educational opportunity for girls. These efforts, along with the Agency’s
strong field presence, have given USAID a reputation as a technical leader and
innovator in basic education. The Agency is well known, for example, for investing
in pilot programs that are later funded on a large scale by the World Bank or
regional development banks.

Funding for USAID education programs supports presidential initiatives in basic
education.

* In South and Southeast Asia (Afghanistan, Pakistan, Bangladesh, India, and
Indonesia), increased FY 2003 funding for basic education will help USAID
launch or expand basic education programs.

* In its 12 country programs in sub-Saharan Africa, USAID will emphasize
improved teacher training, the use of scholarships for girls, more community
participation in the education process, and more effective application of
information technology. Most of these efforts will be integrated with programs
aimed at blunting the impact of HIV/AIDS on basic education systems.

* In its seven country programs in Latin America and the Caribbean, USAID is
supporting the development of three teacher training centers to serve Central
America, the Caribbean, and the Andean region of South America. Here again,
information technology will help these centers provide more effective support
for teacher training by disseminating best practices and current research to a
broader audience.

Especially in sub-Saharan Africa and the Near East, USAID basic education
programs strongly emphasize the need to ensure equitable access for giris. In
contrast, educational gender gaps tend to be small in most countries in Latin
America and the Caribbean. In such countries, USAID concentrates more on

34



improving classroom practices and other aspects of educational quality, in order to
reduce grade repetition and school drop-out among girls and boys alike.

Global Health

The Global Health pillar will focus on the five main program areas of HIV/AIDS,
infectious diseases, child survival, maternal health and nutrition, and family
planning and reproductive health. Within these program areas, USAID’s objectives
are to:

Promote prevention of HIV/AIDS transmission and mitigate its impact;

Reduce deaths from infectious diseases of major public health importance;
improve child health and nutrition, and reduce infant and child mortality;
Reduce materna! mortality and improve women’s health: and

Reduce unintended and mistimed pregnancies and improve reproductive health.

lllustrative Breakout of FY 2003 Programs (In doltars mitlions)
Global Health 1374, | 911 | 11,96 836 100 1,650.6

0

¢ Child
Survival/Maternal | 282.5 | 37.4 2.9 21.9 343.8
Heaith _

¢ Vulnerable 3.2 3.7
Children 13.0 | 19.9
HIV/AIDS 6000 ¢ 170 . 0.9 121 10 640.0
Other Infectious | 14654 | 0.4 1.5 j 121.9
Diseases

*  Family Planning/ : :
Reproductive 3685 | 363 49 156.3 i 425.0
health : ; : :

For decades USAID has led the worldwide effort to improve maternal and child
heaith and nutrition in developing countries. And in recent years, USAID has
intensified efforts to combat HIV/AIDS and other infectious diseases like
tuberculosis and malaria. USAID’s technical leadership and field presence give it
comparative advantage over other donors in designing effective programs and
influencing global and national policies to combat these health threats.
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Funding Attribution by Region FY 2003 Global Health $1,550,600
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*Central funding includes $226 million for International Partnerships.

Promote Prevention of HIV/AIDS Transmission and Mitigate Its Impact

The HIV/AIDS pandemic is a major and growing threat to health and development,
especially in poor countries. HIV primarily strikes people in their peak productive
years, with devastating effects on citizens, communities, economies, and national
security. The guiding principle of USAID’s HIV/AIDS strategy is to support
programs that save the most lives. This strategy is both geographic and
programmatic. Geographically, USAID directs resources to priority countries and
regions selected on the basis of the severity of the epidemic, the risk of rapid
increase of infection, and the commitment to deal aggressively with the pandemic.
At the program level, USAID pursues a “prevention-to-care continuum” for fighting
the pandemic with the following elements:

Promoting prevention;

Supporting care and treatment;

Assisting orphans and vulnerable children;

Building capacity for surveillance;

Encouraging greater financial commitments from stakeholders; and
Galvanizing support from national leaders in all sectors.

In EY 2002 and FY 2003, USAID will implement a global HIV/AIDS program that
will use our expanding resources most effectively by:

o Concentrating resources on priority countries and regions;

e Strengthening regional programs to meet the needs of other countries and
regions;

o Supporting the scaling up of prevention, care, and treatment programs for
families and children affected by AIDS;

¢ Increasing resources for Africa, which remains USAID’s highest HIV/AIDS
priority;
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* Increasing staffing levels in priority countries and regional programs; and
e Improving managers’ ability to plan, monitor, implement, and evaluate programs
for maximum impact and to disseminate effective approaches to others.

Since 1999, USAID has more than quadrupled its resources for combating
HIV/AIDS. These efforts have resulted in a slowing of the pandemic in Uganda and
Zambia and among population groups in other countries, the development of new
counseling and testing procedures that increase preventive behaviors, and improved
surveillance of the disease and its progression worldwide.

The Agency is committed to improving the capacity of developing countries to
protect populations not yet infected by HIV and those already affected. In FY 2002
and FY 2003, USAID will continue to work closely with host-country governments,
citizen groups, and other donors to help achieve ambitious international goals.
Within the HIV/AIDS program, the Agency will also fund a set of programs that
address the critical needs of children affected by HIV/AIDS, including orphans.

Reduce Deaths from Infectious Diseases

USAID’s FY 2003 programs will reduce deaths and sickness from other infectious
diseases. It will support the prevention and control of tuberculosis and malaria,
programs designed to combat anti-microbial resistance, and disease surveillance
and response capabilities. USAID will play an important role in convening key
international health experts, using electronic networks, to share technical
information, program developments, and research findings.

The Agency’s tuberculosis strategy will support programs in high-prevalence
countries, training for tuberculosis experts, and continue support for global and
regional partnerships. USAID’s plan is to achieve cure rates of 85% and case-
detection rates of 70% in targeted countries and to increase the number of
countries that have implemented drug-resistance surveillance. The Agency will also
expand the availability and appropriate use of new diagnostics for tuberculosis.

USAID’s malaria strategy focuses on preventing infection, promoting effective
treatment, protecting pregnant women, responding aggressively to drug-resistant
malaria, and developing new tools and approaches for prevention, diagnosis, and
control. USAID and its partners will contribute to achieving by 2010 the goals of
the 2000 Abuja Declaration on Malaria:

e At least 60% of those suffering from malaria will receive appropriate cost-
effective treatment within 24 hours of the onset of symptoms.

e At least 60% of those at risk of malaria will benefit from protective measures
such as insecticide-treated mosquito nets.
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o At least 0% of all pregnant women who are at risk of malaria will have access
to presumptive treatment.

Improve Child and Maternal Heaith and Nutrition and Reduce Infant and Child
Mortality

USAID has been a global leader in child survival since the 1980s. Using proven
tools, many of them developed with Agency support, child survival programs have
saved tens of millions of children's lives, even in the poorest countries. As a result,
mortality of children under five in developing countries (excluding China) declined
from 105 per 1,000 births in 1985 to 70 per 1,000 in the year 2000. In other
words, 4.4 million fewer children under five died fast year than would have died
under child mortality rates that prevailed 15 years ago.

in FY 2003, USAID will continue these efforts by funding activities to reduce the
incidence of the major childhood killers. Combating childhood malnutrition and
preventing micronutrient deficiencies will also be part of USAID’s programs, as will
safe birthing and effective prenatal, postpartum, and neonatal care. USAID will
continue critical environmental health activities, such as promoting good hygiene,
controlling vector-borne diseases, and improving access 1o safe water and
sanitation services.

USAID will work with its partners to continue reducing the mortality rate for infants
and children under five. In addition, in countries where it has a fieid presence, the
Agency will help reduce by 25% between 1998 and 2007 the number of
underweight children under five. The Agency expects to meet this goal, although
the mounting HIV/AIDS pandemic and deterioration of the economic and health
systems in some countries may slow progress.

Child health and the overall welfare of families are powerfully dependent on
maternal health. In recent years, USAID has increased its efforts to reduce maternal
deaths and disabilities. Approximately 500,000 mothers die every year, leaving
behind two million orphans. Newborns whose mothers die in childbirth are 10 times
more likely to die by age two. The estimated annual worldwide economic impact in
lost productivity due to maternal mortality and subsequent child mortality is $15
billion. However, 95% of these maternal deaths are preventable. Therefore, the
Agency has identified and begun promoting a set of feasible, low-cost programs
and best practices that will significantly reduce mortality among mothers and
newborns. The interventions include improving maternal nutrition and birth
preparedness, promoting attendance at delivery by medically trained personnel,
managing obstetrical complications, and providing postpartum and post-abortion
care.
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USAID aims to reduce the maternal mortality ratio by 10% between 1998 and
2007 in countries where it works. To achieve this goal, USAID will continue its
successful maternal health programs at the national level and its advocacy
programs at the community jevel. The Agency will also continue to work toward
better national policies for maternal health and nutrition. USAID's maternal health
programs are relatively new, but initial reports indicate that they have already
contributed to significant declines in maternal mortality ratios (e.g., Egypt and
Indonesia) and increases in skilled attendance at delivery {e.g., Bolivia).

Protect Vulnerable Children

USAID will continue support of the Displaced Children and Orphans Fund (DCOF)
and blind children by establishing effective approaches to working with local
communities and nongovernmental organizations to provide care and support for
vulnerable children. Activities will assist children affected by war, street children,
and children with disabilities. These programs will seek to avoid institutional care
solutions, working instead to meet children’s needs within their communities.
Beginning in FY 2002, support for children affected by HIV/AIDS is funded under
the HIV/AIDS budget rather than under the Vulnerable Children budget.

Reduce Unintended and Mistimed Pregnancies and Improve Reproductive Health

For 35 years, USAID has been a world leader in supporting voluntary family
planning programs, helping families achieve their desired family size. The Agency’s
programs have had a significant impact, contributing to a decrease in the average
number of children per family in developing countries {excluding China) from more
than six in the 1960s to the 2001 level of less than four. By helping women have
only the children they want and space their children at least two years apart, family
planning programs have significantly reduced matemnal and infant deaths and the
demand for abortions.

The long-term aim of the Agency’'s family planning and reproductive health
programs is to reduce the number of unintended and mistimed pregnancies. This
contributes directly to the Agency goal of stabilizing world population, and
significantly improves the health and status of women.

in FY 2003, USAID will maintain its current jevels of support for family planning
and reproductive health activities. The Agency will focus on the special needs of
youth, protection against unintended pregnancy and sexually transmitted infections
(including HIV/AIDS), and postabortion care for women suffering complications of
unsafe abortions. New programs will be launched to improve data collection,
monitoring and evaluation, and health communications.

39



USAID's population programs will continue to be implemented and monitored in
accordance with the requirements of the Mexico City policy, which were restored
by the President in January 2001. The policy requires that foreign nongovernmental
organizations agree, as a condition of receiving U.S. Government funds for family
planning activities, not to perform or actively promote, using funds from any
source, abortion as a method of family planning.

In summary, USAID believes that immunizations, family planning and reproductive
health, health education, correction of micronutrient deficiencies, and investments
in basic health services and effective national health systems significantly improve
people’s health, especially that of women, children, and vulnerable populations,
Improved health is both an important end as well as a means of achieving
economic development. The linkage between good health and improved
productivity and reduced poverty are very strong. In some low-income areas—in
sub-Saharan Africa—for example, high levels of disease have slowed or stopped
economic growth. The AIDS pandemic alone stands to reverse decades of hard-
won economic achievements in Africa and will have huge effects on the economic
well-being of many other low-income countries. Contro) of infectious diseases,
good nutrition, and stabilization of population growth rates are not only
interdependent but essential to development and long-term growth. When people
are well nourished, free from the ravages of disease, and able to make informed
decisions about the size of their families, they can more fully contribute to social
and economic progress.

Democracy, Conflict and Humanitarian Assisfance

Breakout of FY 2003 Programs (In dollars

&Humanitarian 224.9 12879 | 2740 | 2355 (550 |11850 | 2815

Assistance 4

¢ Democracy and 963.6
Governance 199.9 | 251.1 | 276.7 | 235.9

* Human Rights 25.0 2.1 0.7 27.8

s  Humanitarian - 1.514.
Assistance 20 | 91 1 374 | s | 650 | 11850 | o

*The request level includes an increase of approximately $300 million that will help
offset critical coverage previously provided by section 41 6(b) resources.

USAID’s newly established DCHA Bureau will improve coordination of well-

established pillar programs in democracy and governance, transitions, and
humanitarian assistance: it will also create a cross-cutting approach to conflict
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prevention and management. The overarching goal of the DCHA Bureau is
promoting peace within a democratic framework.

The Agency’s programs will integrate efforts in preconflict prevention, resolution
and management of ongoing conflicts, postconflict transitions, and reconstruction.
USAID will strengthen the performance and accountability of democratic
governance, which in turn will improve stability, expand economic prosperity, and
combat the corruption that undermines economic development prospects. The
Agency will also develop a more integrated response to assisting the increasing
numbers of failing and failed states. These states heip breed violent conflict and
support for international terrorism, a major U.S. foreign policy priority.

Funding Aftribution by Region E FY 2003 Democracy, Confllict &
! Humanitarian Assistance
i $2,515,400
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*Central funding includes $1.185 billion in PL 480 Title Il.

In addition to funding democracy and governance programs and the new cross-
Agency Conflict Management initiative, the FY 2003 budget request will enable
USAID to maintain its renowned capability to quickly respond to man-made crisis
and natural disasters, whether with rapid provision of emergency food aid and
other relief material or with innovative and effective medium-term efforts of the
Office of Transition Initiatives.

Over the past three decades, democracy, liberty and freedom have spread giobally
at an unprecedented rate. USAID’s democracy and governance programs have
played an important role in these historic accomplishments. Recent notable
examples include transitions to democracy in Nigeria, and Indonesia, and significant
elections in Peru, Senegal, and Ghana.

Nevertheless, troubling signs have been on the horizon for several years. The
terrorist attacks on the United States marked a shift in how the United States
defines its national interests and priorities, requiring a concomitant change in how
it strategically uses its foreign assistance. The United States has an overriding
economic and political interest in helping shape a world where stable states and
societies resolve problems peacefully. Success will result in less terrorism and
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violent conflict and a better ability worldwide to meet people’s security, economic,
and political needs. USAID will reorient and increase its efforts to deal effectively
with the changing international environment, especially related to the crisis in
political and economic governance and the related loss of faith in democracy,
markets, and other attributes of modernism.

Mitigating Conflict and Improving Governance

Corruption, extremism, and the absence of responsible governments in many
countries present the United States with emerging challenges to its development
assistance efforts and overall national security interests. An effective response
must be comprehensive and sustained over an extended period of time.
Consequently, USAID is developing a strategy that better links and sequences
programs for security, rule of law, democracy, economic growth, and humanitarian
relief. Under its Conflict Management initiative, USAID will devote $50 million to
integrating its tools and programs among each of its regional and functional
bureaus. This initiative will better direct U.S. foreign assistance to problem
countries so that their capacity for self-governance and peaceful resolution of their
conflicts will be strengthened.

The Conflict Management initiative centers around the five essential priorities of:

e Supporting the development of more integrated, focused USAID and U.S.
Government strategies. These strategies will result from conflict-vulnerability
analyses and will address prevention, management, and reignition (during
postconflict transition) of violent conflict.

e Expanding democratic governance programs that create institutions at all levels
of society as mechanisms to prevent, mitigate, and resolve conflict before it
escalates, or to reconcile fractured societies in its aftermath.

s Learning from the successes and relying more on the initiatives of the United
States and in-country civil society groups—including those that are faith-based
or based at the local grassroots level—to develop local capacities for
maintaining peace.

e Providing the parties to the conflict with more opportunities, methods, and tools
to acknowledge and act effectively on their responsibilities to resolve root-cause
issues peacefully.

o Developing a Global Development Cooperation Partnership to address the future
threats to U.S. interests and security and attendant globalization challenges.
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Creating the capability to achieve a sustainable peace in fragile states will not be
easy. It will require international resolve, a multidisciplinary approach, and a long-
term commitment and integrated planning within the U.S. Government and the
donor community.

Developing and Consolidating Democracy and Governance

USAID implements democracy and governance activities in nearly 80 country and
regional programs that help nations develop and consolidate effective,
authoritative, and Jegitimate democratic governance. The highest funding
allocations have recently been directed to Serbia, Indonesia, Egypt, Gaza and the
West Bank, Ukraine, Russia, Haiti, Nigeria, and Armenia. The work involves
undertaking a variety of often difficult political and institutiona! reforms and
capacity building in the areas of:

Promoting the rule of law and respect for human rights;

Encouraging credible and competitive political processes:

Helping develop politically active civil societies; and

Promoting more transparent and accountable governmental institutions,
including local government support and anticorruption efforts.

Despite real progress over the past decade, there are three general governance
problems that are responsible for the fragile democracies of increasing numbers of
countries. First, economic reforms, where they have even been implemented, have
at times failed to substantially mitigate widespread poverty and inequality. Second,
the rule of law is pervasively weak, as evidenced by growing levels of corruption,
increases in domestic and international crime, impunity before the law, and abuse
of human rights. Finally, the inability to manage ethnic, political, and religious
differences peacefully and inclusively remains a challenge. These three problem
areas create political instability and form the basis for grievances that can breed
alienation, hatred, and despair, which in turn fuels violent conflict and support for

terrorism.

USAID believes the critical need is to improve the quality of political and economic
governance in the increasing number of semidemocratic states and to sharply
reduce the corruption that undermines development prospects across all sectors.

Using Transition Initiatives to Advance Peace and Stability

USAID’s Office of Transition Initiatives advances peace and stability by conducting
fast and flexible interventions in priority, conflict-prone countries. The Transition
Initiative programs were created originally to address those situations where the
nature of governance shifted from authoritarian rule to more open societies. In
recent years, "transition” has become a broader concept, referring to countries
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moving from war to peace, those making the turn from civil conflict to national
reconciliation, or those where political strife has not yet erupted into violence and it
may be possible to prevent or mitigate the conflict and broaden democratic
participation.

Transition Initiative programs work on the ground with local partners to provide
short-term assistance targeted at key transition needs. Working closely with local,
national, international, and nongovernmental partners, USAID carries out high-
impact projects that increase momentum for peace, reconciliation, and
reconstruction. Strategies are tailored to meet the unique needs of each transition
country. Because Transition Initiative programs have special programming
flexibility, the Agency can put staff on the ground swiftly to identify and act on
what are often fleeting opportunities for systemic change.

There are now active or planned programs in Afghanistan, East Timor, Indonesia,
Kosovo, Macedonia, Nigeria, Peru, Serbia and Montenegro, Sierra Leone, and
Zimbabwe. These programs will become a key mechanism under the confiict-
prevention initiative, because they provide immediate, flexible solutions in conflict-
prone situations. In providing this assistance Transition Initiative programs support
longer-term interventions aimed at building capable states and addressing root
causes of conflict.

Using Humanitarian Assistance to Respond to Disasters and Emergencies

In EY 2000, USAID's Office of Foreign Disaster Assistance {OFDA) responded to
66 declared disasters in 63 countries. Forty-six of these were natural disasters that
affected 154 million people. The Agency obligated $231.7 million for disasters in
FY 2000, of which $128.2 million was used for complex emergencies and $50.1
million for natural and man-made disasters. Complex emergencies in Angola,
Burundi, Rwanda, Sierra Leone, Somalia, and Sudan are protracted humanitarian
crises that continue to require significant resources. USAID estimates that this
assistance reached 64 million people worldwide, primarily severely and moderately
malnourished children, nursing and pregnant women, and the elderly and disabled.

USAID's disaster assistance included:

Search and rescue for victims of fioods and earthquakes;
Emergency health and nutrition;

Water and sanitation;

Shelter and survival kits;

Food security and agricultural production;

Emergency infrastructure rehabilitation;

Resettlement and reintegration of internally displaced persons;
Disaster preparedness and mitigation;
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General relief, administration, and logistics;

Restocking of health clinics and hospitals with essential drugs and equipment;

Training for local health care workers in primary health care;

Support for nutritional and epidemiological surveillance to increase early warning

of epidemics or other deterioration in health status;

e Training of traditional birth attendants (instrumental in reducing infant and
maternal mortality); and

* Emergency immunization campaigns to vaccinate children against preventable

diseases such as measles.

International Disaster Assistance funding for FY2003 is expected to finance
activities similar to these in countries affected by complex emergencies, man-made
and natural disasters.

Combating Food Insecurity through Food for Peace

Almost a billion people worldwide are chronically undernourished. Reducing these
numbers worldwide is not only a humanitarian concern of the U.S. Government,
but a strategic concern as well, as food insecurity fuels political instability.

P.L. 480 Title Il food aid is the primary resource of the United States for responding
expeditiously to the critical food needs of populations in emergency situations.
Through its Office of Food for Peace, USAID seeks to ensure that food aid is
provided to the right people, in the right places, at the right times, and in the right
ways. Vulnerable groups receiving food aid are those who, because of natural or
man-made disasters—including prolonged civil strife—require food assistance to
survive and begin recovering from the emergency. Beneficiaries include internally
displaced people, refugees, resettied or new returnees, and vulnerable resident
populations. USAID frequently targets assistance toward especially vulnerable
groups such as children, pregnant and lactating women, malnourished people, and
the elderly. Title Il food aid programs are implemented primarily by U.S. private
voluntary organizations and through the United Nations World Food Program.

In order to improve effectiveness, the Administration is proposing to adjust the
delivery of international food programs. USAID’s budget request incorporates these
adjustments including the reduction of food monetization and the support of such
programs through USAID’s new Agriculture and Food Security initiative and
environmental programs. The Agency will continue to channel resources through its
partner implementers, and will consult with them in this process.

In FY 2001, USAID reached over 33 million beneficiaries, with $440.5 million
allocated to support P.L. 480 Title Il emergency programs. In FY 2001, most of the
emergency food aid went to sub-Saharan Africa for protracted complex
emergencies in Ethiopia, Sudan, Kenya, Angola, Tanzania, and the Democratic
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Republic of Congo. Over $29 million of emergency food aid was provided to heip
meet critical needs in Afghanistan.

The FY 2003 request will help the Agency meet the continued critical needs of
people in emergency situations. It includes an increase of approximately $300
million to help offset the ioss of the Section 41 6(b) surplus commeodities program
of the U.S. Department of Agricuiture (USDA). From 1999 through 2001, USAID
and USDA had a strategic alliance to send available Section 416(b) surplus
commodities to meet food aid needs around the world. As a result, the United
States contributed 65% of the emergency food resources received by the UN
World Food Program in 2001 —with an estimated value of over $1 billion. During
FY 2002, food aid resources were reduced. Although supplemental funds facilitated
increased deliveries to Afghanistan, the 50% reduction in availability of Section
416(b) commodities could curtail the ability of the United States to respond to new
disasters. Should emergency food aid requirements develop beyond the available
Title |l resources, the Administration may need to draw on resources from the
Emerson Trust.

The P.L. 480 Title | nonemergency food aid program constitutes the single largest
source of USAID funding focused on food secutity. The objective of these funds is
to increase the effectiveness of USAID partners carrying out Title |l development
activities. These activities support measurable increases in food security, with the
primary emphasis on household nutrition and agricultural productivity. In addition, a
portion of the Title Il biennial pledge to the UN World Food Program is directed to
multiyear development projects.

Titie || development food aid programs make significant contributions in several
areas: health and nutrition, water and sanitation, agricultural production, food
security, increased income, agroforestry, natural resource management, and basic
education. For example, Title || programs improved the nutritional status of children
in Benin, Guinea, Haiti, Bolivia, Peru, Guatemale, and !ndia. As just one illustration,
a food security program initiated by a private voluntary organization in 1997 in an
area of Guinea with extreme food insecurity has significantly improved the
nutritional status of children. After three years of project activities, the percentage
of underweight children decreased from 31% to 22%, while the percentage of
acutely malnourished children decreased from 13% to 7%. These improvements
were accompanied by improvements in critical health and nutrition behaviors. For
example, exclusive breastfeeding of infants under five months increased from 1%
to 51%, and measles immunization rates increased from 25% to 63%.

Since the mid-1990s, USAID and its partners have jearned much about improving
food security using Title |l nonemergency resources, and nonemergency food aid
programs have grown from 53 countries in 1997 to 84 in 2001. Much of this
growth was in small activities in food-insecure sub-Saharan Africa. The Agency’s
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FY 2003 request will maintain this level of nonemergency Title Il activities and
continue to reinforce results-oriented improvements (such as those in Guinea). The
level also includes an increase in Section 202(e) funding from $28 miillion to $34
million, to reflect a shift of $6 million to Title Il from the State Department’s
International Organizations and Programs account for the UN World Food Program.
The request further includes about $29 million of additional resources to offset the
elimination of reimbursements from the Department of Transportation’s Maritime
Administration for cargo preference.

The Global Development Alliance

Global Development | ' — R |
Alliance 30.0 - - - . _ _ 30.0

The Global Development Alliance (GDA) reflects USAID's commitment to improve
how it implements its foreign assistance mandate. Today it is not only
governments, international organizations, and muitilateral development banks that
provide development assistance. These organizations have been joined by a
plethora of nongovernmental organizations, private voluntary organizations,
cooperatives, foundations, corporations, universities, and even individuals. In the
past, official development assistance comprised 70% of all U.S. financial flows to
developing countries, while today it is only 20%. USAID recognizes that its niche is
as a catalyst for change, and that it must collaborate with other public and private
entities that provide technical assistance and humanitarian resources to the
developing world.

To accelerate its leadership in this process, it created the GDA and appointed a
secretariat to get it started. The Alliance signals a new era of cooperation in which
USAID joins its resources with those of its partners to execute projects on a much
larger scale than was possible with its own resources. USAID has developed
strategic partnerships in the past, and the formation of the GDA expresses its
commitment to developing alliances that mobilize significant resources, expertise,
creative approaches, and new technologies to address intemational development

issues.

In the past, USAID has brokered alliances that pooled resources with matching
grants. For example, the Children International program collaborated with Smith-
Klein Beecham in nine Latin American and Asian countries in integrated heaith and
nutrition programs. An alliance now under consideration would engage U.S. coffee
buyers in stabilizing local economies, while supporting improvements in the quality
of the product. Other new alliances, with funding from other program pillars, are
being planned under the leadership of the GDA.
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The GDA Secretariat was established on January 1, 2002 and will initially operate
with a separate staff and budget until it can be fully integrated into Agency
operations and phased out.
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MANAGEMENT IMPROVEMENTS

USAID has begun a sweeping reform of its business processes and
management systems. The Administrator has directed the reform effort be
led by a new Business Transformation Executive Committee (BTEC), chaired
by the Deputy Administrator and composed of senior executives from all
Agency bureaus. The BTEC, modeled on commercial best management
practice groups, will guide and oversee teams of USAID staff and outside
consultants who are reviewing field and headquarters business processes.
The teams will propose specific improvements to transform the Agency into
an organization that performs better by using modern management
approaches and technology. Implementation of major reforms will begin late
in FY 2002,

While proposals for major change must await the resuits of the current
reorganization effort, the Agency has already implemented or planned a
number of important reforms for FY 2002 and FY 2003. The following
sections describe accomplishments in FY 2001 and plans for this fiscal year
and FY 2003,

FY 2001 Accomplishments

o Implemented the Agency's new accounting system, Phoenix, at
headquarters and linked the system to the field accounting system, the
procurement system, and supporting systems for credit and grants. The
new system permits financial reporting on program-level objectives.

» Expanded recruitment efforts, enabling the Agency—for the first time in a
decade--to replace the number of empiloyees who departed through
retirement or resignation.

¢ Increased investments in critical worldwide information technologies and
computer security.

* Established a Contract Review Board to examine all major proposed
contract actions at headquarters to assure consistency and correctness.

* Implemented a new, automated contract-writing system at headquarters
to ease preparation of procurement documents and facilitate the

collection of statistical information.

* Expanded and enhanced procurement training for both USAID employees
and contractors and grantees.
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e Implemented a headquarters reorganization to establish functionai pillar
bureaus to provide clearer central focus to USAID's major program goals.

FY 2002 Planned Accomplishments

e Establish and implement an Agency-wide Business Transformation
Executive Committee to guide and oversee management reforms.

e Undertake a comprehensive review of field and headquarters business
processes and procedures.

e Develop and implement improved financial reporting to permit managers
and external customers to receive more timely and accurate information
on USAID programs at the strategic objective level.

e Implement improvements to the core accounting system at headquarters,
including adding the capability to handle web-based queries from vendors
and electronic invoicing.

e Activate a cost-accounting system capable of allocating the full cost of
headquarters programs and operations to Agency goals.

s Complete accounting system security certifications at 50% of overseas
accounting stations.

¢ Implement a web-based tool for workforce reporting to reduce workload
and improve the accuracy of human resource statistics.

e Expand recruitment efforts, targeting junior professionals in the Foreign
Service and key skills areas {procurement and information technoiogy) in
the Civil Service.

e Prepare and implement a competition plan to facilitate private sector
entities to compete for selected commercial functions currently carried
out by USAID staff.

e Review (by the Contract Review Board) of all proposed overseas {(field}
contracts of $10 million or higher to assure consistency and correctness.

¢ Implement worldwide the new contract-writing system.
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« Update and enhance the Agency plan for continuity of operations (COOP)
in the event that USAID headquarters needs to be evacuated for an

extended period of time.
FY 2003 Projected Accomplishments

The results of the current Agency reviews will produce more specific reform
plans that will be implemented in FY 2003. The plans will be coordinated
with government-wide efforts in areas such as e-government to assure the
most effective use of resources. The following reflects only currently
planned efforts to be carried out in FY 2003.

o Develop and implement a comprehensive workforce plan for USAID's Civil
Service, and enhance the existing Foreign Service workforce plan.

e Provide better information technology tools to USAID's overseas staff by
completing the upgrade of USAID's worldwide network and desktop
information technology operating systems.

e Expand use of government credit cards worldwide to simplify financial
transactions and record-keeping.

« Complete accounting system security certifications at all remaining
overseas accounting stations.
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Operating and Administrative Expenses

Overview

USAID has initiated a number of management reforms aimed at streamlining
operations and conserving operating costs. USAID is focused on ensuring
appropriate staffing of its overseas operations to deliver the most effective

operating expense as a part of its regular pProgram budget reviews. Workforce
planning and expanded recruitment efforts in FY 2001 enabled the Agency for the
first time in a decade to replace the number of employees who departed through
retirement or resignation. As with the Department of State, cutbacks in u.s.
staffing simply went too far, thereby imperiling effective pProgram delivery,
management, oversight, and risk management. The Agency plans to increase
direct-hire staffing by 3% in FY 2002, and will hold constant in FY 2003.

At the same time, the costs associated with maintaining even the current staff
levels in overseas posts have risen considerably during the past two years, and this
year security costs have increased significantly, Particularly after September 11.
This includes security costs associated with new building needs, with upgraded
security in current locations as well as computer security. Delay is not an option.

USAID requests $586.1 million in Operating Expenses (OE). This new budget
authority, combined with $51.1 million from local currency trust funds and other
funding sources, will provide a total of $637.1 million to cover the Agency’s

The total USAID-managed program funding budget request is 9% over FY 2002
appropriated levels; however, OF and the CIF/IT investments increase by only
2.6%. The requested OF and CIF/IT funds represent less than 7.5% of the funds
managed by the Agency.

This small component of Agency funding is crucial for effective implementation of
programs that advance the country’'s national security and foreign policy objectives,
and at the same time assure accountability and impact of programs being
implemented in increasingly complex settings. Direct costs of the Agency's
overseas presence, including U.S. salaries and benefits, represent over 50% of the
requested OE costs. The Agency’s overseas presence is indispensable to the
effective management of the Agency’s programs, the delivery of U.S, foreign
assistance, improved situational awareness, and increased programmatic and
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financial oversight. It strengthens the U.S. Government's country knowledge base,
providing alternative and valuable perspectives 10 U.S. policymakers. The request
reflects the minimum funding required to effectively manage the Agency'’s
programs. |t will not permit USAID to expand staff or the number of posts where
the Agency maintains a presence.
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OPERATING EXPENSES

Dollars in Thousands
FY 2000 FY 2001 FY 2002 FY 2003
Actusl Actual Estimate Request
Operating Expenses, New

Budget Authority 518,960 543,160 560.659 586.087
Full cost, future retirees N/A - 11,333 - 11,659 -13,887

Operating Expense :
excluding full cost, future N/A 531,827 549,000 572,200

retirees
Emergency Response Fund 2,400 15,000 |

USAID requests $586.1 million in Operating Expenses (OE). This new budget
authority, combined with $51.1 million from local currency trust funds and other
funding sources, will provide a total of $637.1 million to cover the Agency’s
operating expenses.

The Agency's budget request includes the estimated costs of implementing the
administration’s proposal to fully reflect the costs of future retirees, including
retiree health care benefits. Agency budgets reflect these costs so that budget
choices for program managers and budget decisionmakers are not distorted by
incomplete cost information. The amount calculated to implement the proposal in
FY 2003 for USAID is $13.9 million. The budget tables also provide comparable

Sources of Funding for Operating Expenses

USAID’s operating expenses are- financed from several sources, including new
budget authority, local currency trust funds, reimbursements for services provided
to others, recoveries of prior year obligations, and uncbligated balances carried
forward from prior year availabilities. Details are provided in the table “Funding
Sources for Operating Expenses” below.

Local currency trust funds are predicted to level off for FY 2003 after several years
of decline. Anticipated funds available in FY 2003 are estimated at $27.6 million
compared with $26.6 million in FY 2002. Conversely, after two years {FY 1999
and FY 2000} of intensive reviews and de-obligation of unliquidated prior year
obligations, recoveries of prior year funds are expected to drop back to historic
leveis in FY 2003. Estimated recoveries during FY 2002 available for use in FY
2003 are anticipated at $12.0 million, compared to $10.7 million in FY 2001 and
$26.1 million in FY 2000. While recoveries for FY 2002 are projected to increase
slightly, the aggregate level of non-appropriated funds has declined precipitously
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from FY 2001 to FY 2003. This drop in non-appropria

that the full OE request be provided.

Funding Sources for Operating Expenses

{$000)

FY 2000 EY 2001

_Category Actual Actyal

Appropriated Operating Expenses 520,000 544,333
Rescission - 1,040 - 1,173
Availability - New Budget Authority OE 518,960 543,160
Employee retirement costs offset - 11,333
New Budget Authority less offset 518,960 531,827
Appropriation Transfers 3,974 - 134
Unobligated Balance - 304 - 319

Obligations — New Budget Authority OE 522,630 531,374
DA funds used for Environmental Travel 314 155
CSD funds used for Child Survival Travel 59
IDA funds used for southern Africa 2,911

ESF funds used for East Timor
ESF funds used for Pakistan
Andean Counter Drug Initiative

SEED funds used for OE 50
Local Currency Trust Funds {Recurring) 30,245 24,340
Local Currency Trust Funds {Real Property) 3,280

- Reimbursements 7,823 6,052
Unobligated Balance — Start of Year 31,257 56,520
Recovery of Prior Year Obligations 26,117 10,694
Ending Balance — Current Year Recoveries - 26,117 - 10,694 -
Ending Balance — Other Funds - 30,403 - 17,882
Obligations - Other Funding Sources 42,566 72,155
Full funding future retiree costs N/A 11,333
Total Obligations w/full retirement 565,196 614,862

Future retiree costs offset
Total Obligations
Emergency Response Fund’

N/A - 11,333
N/A 603,629
2,400

1 2003 requirement includes 2,

2 |nciudes 2,400 in unobligated transfers carried forward from 2001 to 2002 and 15,000 transferred

in 2002.

211 for increased reimbursements to othe
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FY 2002
Estimate
560,659

560,659
-11,659
549,000

549,000
320

125
1,877
1,000
2,500
4,500

26,636

5,600
28,576
12,000
12,000

71,134
11,659
631,793
-11,669
620,134
15,000

r agencies

ted funds makes it critical

FY 2003

Reguest
586,087

586,087
- 13,887
572,200

572,200
320
125

1,000
4,500
27,557

5,600
12,000
12,000

-12,000

51,102

13,887
637,189
- 13,887
623,302



Use of Operating Expenses

The OE budget is broken down into sections dealing with U.S. direct hire (USDH)
salaries and benefits; allocations to field missions and Washington offices and
bureaus; field mission facility relocations; security; information technology:
Washington rent, utilities, and support costs; staff training; and other Agency
expenses. The table below shows the funding levels from FY 2000 through FY
2003 and USDH workforce levels, followed by a brief description of each category
and explanation of the FY 2003 funding request.

FY 2000 FY 2001 FY 2002 FY 2003

_Category Actual Actual Eatimate Request

U.S. Direct Hire Salaries and Benefits 207,254 218,440 233,803 240,776
Field Missions & Hqg. Bureaus & Offices 226,482 256,719 249,527 252,329
Field Mission Facility Relocations 18,498 1,255 9,600 6,000
Security 5,202 7.716 6,877 7,080
information Technology 58,042 73,049 68,900 64,407
Washington Rent, Utilities, Support Costs 33,771 39,107 41,504 41,737
Staff Training 5,800 5,951 6.141 7.331
Other Agency Costs 10,147 12,625 15,441 17,519
Obligations w/future retiree costs’ 565,196 614,862 631,793 637.189
Full future retiree costs offset N/A -11,333 - 11,659 -13,887
Total Obligations excluding 665,196 603,529 620.134 623,302

Employee full retirement costs

U.S. Direct Hire Workforce
End-of-Year On-Board Levels 1,930 1,933 1,985 1,985
Estimated Full-Time Equivalent Workyears 1,952 1,918 1,960 1,98%

U.S. Direct Hire Salaries and Benefits

About 38% of the OE budget goes to fund salaries and benefits of U.S. direct hire

(USDH) employees. Costs under this category include salaries and the Agency
share of benefits, such as retirement, thrift plan, social security, and health and life
insurance. Major reasons for the $6.1 million increase over FY 2002 include:

o full year funding of the January 2002 Federal pay raise {only 9 months funded in
FY 2002};

e the impact of an anticipated January 2003 Federal pay raise; and

o the larger share of the Agency's total workforce now under the new retirement
systems, which are more expensive to the Agency.

3py 2001 and FY 2002 full retiree costs are reflected entirely in salary and benefits, FY 2003 full
retiree costs include $11,676 in salary and benefits and $2,211 in Field missions & Hq. Bureaus &
Offices.
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Allocations to Field Missions and Washington Offices and Bureaus

This category represents the cost of maintaining field missions plus travel,
administrative supplies, and contract support for Washington offices and bureaus. It
comprises 40% of total OF funding in FY 2003. Major expenditure categories
include:

Salaries and benefits for foreign service national (FSN) direct hire, personal
service contractors (PSCs), and U.S, PSCs. For FY 2003 mission-funded salary
and benefit costs will be about $102.4 million, or 41% of total funding made
available to offices, bureaus, and missions. Other than a small amount for OE
funded PSCs (less than $1 million) in Washington under the expanded PSC
authority enacted in FY 2001, all of these costs are associated with field
missions.

Residential and office rents, utilities, security guard costs, and communications.
The Agency will require about $48.3 million in FY 2003 to fund these costs—
19% of total allocations to organizational units. As with mission-funded salaries
and benefits, these costs are mandatory over the short-term and with given
workforce levels.

International Cooperative Administrative Support Services {ICASS). ICASS is the
cost of administrative Support provided to missions by other U.S. Government
agencies (generally the Department of State). This support will cost an
estimated $23.1. million in FY 2003, Operation of the Working Capital Fund
(WCF), which finances the costs associated with USAID’s provision of services
to other agencies under the ICASS, is described later in this section.

Operational and training travel. This category includes essential travel to visit
development sites, work with host country officials, and participate in training,
as well as other travel of an operational nature, including travel to respond to
disasters. This request is for $19.5 million in FY 2003,

Supplies, materials, and equipment. This category includes the cost of replacing
worn out office and residential equipment, official vehicles, information
technology hardware and software, and general office and residential supplies
and materials. It also includes funds for the purchase of some security-related
equipment. It is estimated that $18.4 million will be required in FY 2003 to for
these requirements.

Mandatory travel and transportation. This category includes travel and
transportation expenses for post assignment, home leave, rest and recuperation,
and shipment of furniture and equipment, and is estimated to cost $14.2
miilion,
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e Contractual support. Mission reguirements for voucher examiners, data entry
assistance, and other administrative support provided through contracts will
cost about $13.4 million in FY 2003.

e Operation and maintenance of facilities and equipment. In FY 2003, $14.4
million is required to fund the cost of operating and maintaining facilities and
equipment at overseas missions.

Field Mission Facility Relocation Costs

In addition to recurring support requirements, OE funds are required for moving into
interim office facilities and the purchase or construction of interim office buildings.
These funds will be used for office relocation at priority security threat posts where
the USAID mission is not collocated with the embassy. These funds are separate
from the proposed CIF account, which will be used exclusively for new office
building construction on embassy compounds.

Security
FY 2000 FY 2001 FY 2002 Fy 2003
Actual Actuat Estimate BReguest
{$ thousands)
Physical Security 4,198 6,371 5,459 6,075
Personnel Security 972 1,190 878 981
Information Security _32 _15% _540 34
Totat SEC Budget 5,202 7.716 6,877 7,080

The USAID security (SEC) budget request for FY 2003 represents a continuing
effort to protect USAID employees and facilities against global terrorism, and
national security information against espionage. This budget request focuses on
improving the security of USAID field missions where they cannot be collocated
with U.S. embassies. The FY 2003 budget request will improve security by
enhancing physical security measures, improving emergency communications
systems, providing armored vehicles, and conducting security awareness training to
protect classified information. The USAID security effort in Washington will
concentrate on public access controls in the Ronald Reagan Building and the
protection of national security information.

Physical security includes all costs associated with (1) overseas security
enhancement projects, including design, procurement, shipment and physical
installation of certified systems, materials, and barriers to deter intruders to USAID
facilities; (2) upgrading emergency and evacuation {E&E) voice radio systems; and
(3) the procurement of armored vehicles. This category also includes security costs
associated with USAID headquarters in Washington, DC.
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¢ USAID anticipates compieting two major physical security enhancement projects
at overseas posts where USAID field missions cannot collocate with U.S.
embassies because of insufficient space and there are no current plans to
construct new embassies.

¢ To ensure that USAID employees have a dependable means of accessing U.S.
embassy E&E voice radio networks, communications system upgrade projects
are planned for eight USAID missions. Those systems will include residential and
vehicle radios, base stations, and repeaters that will provide employees with
24-hour communications while at work, at home, and during transit. The costs
include procurement, testing, calibration, equipment repair, shipment, and
installation.

* The Agency plans to provide one fully armed vehicle and lightly armor three
USAID vehicles at posts where the threat of terrorism, war, or civil disturbance is
considered critical or high. Two defensive-driving training courses will be
conducted for USAID armored vehicle drivers to enhance their driving skiils and
ability to respond properly to emergency conditions.

¢ For USAID/Washington, this category includes costs for guards in the USAID
portion of the Ronald Reagan Building to protect personnel, safeguard facilities,
and protect sensitive and national security information. Costs for maintenance
and repair of security equipment, such as efectronic card access systems,
locking devices, and closed-circuit television surveillance systems, are also
included.

Personnel security includes all costs associated with the conduct of background
and periodic update investigations in accordance with the provisions of Executive
Order (EQ) 10450, "Security Requirements for Government Employment,” and EQ
12968, "Access to Classified information.” All USAID personnel occupying USDH
positions {Foreign Service, Genera! Schedule, and Administratively Determined)
must be investigated and granted a Top Secret or Secret security clearance before
being hired. Pre-employment investigations and security clearances or employment
authorizations are also required for USAID contractors who will work in USAID
office space.

Information Security inciudes expenses associated with the protection of national
security and sensitive information, one of the Agency’s highest priorities. EQ
12958, EO 12968, and Information Security Oversight Office Directive 1 require
USAID to establish and maintain a security awareness program to ensure that
classified national security information is properly prepared, transported,
safeguarded, and eventually destroyed. This category includes expenses to continue
the development of an ongoing, Agency-wide inter-active computerized training
course to satisfy annual training requirements established by EO 12968.
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In addition to funds identified in the security budget request, the $82 million
identified for new office construction within the Agency’s capital investment fund
request will demonstrably increase overseas security.

FY 2003 Information Technology ($64.4 million)

FY 2000 FY 2001 FY 2002 FY 2003
Actual Actuai Estimate Reguest
Telecommunications 3,133 3,193 6,100 7,485
Systems Maintenance 8,150 13,166 17.101 16,607
Technical Support 16,003 11,308 10,644 12,151
Equipment Ops./Maint. 11,720 15,595 17,013 18,301
IT Purchases 3,281 10,463 4,943 1,145
Other IT 2.224 5,190 1448 8.718
Subtotal 44,511 58,915 63,249 64,407
Systems Development 13,5631 14,134 5,651 N/A
Totai IT Budget 58,042 73,049 68,900 64,407

The USAID information technology (IT) budget request for FY 2003 provides
operational support for Agency staff. The FY 2003 USAID IT budget represents a
reduction of $4.5 million from the FY 2002 level {from $68.9 million in FY 2002 to
$64.4 million). This reduction, in part, represents the realignment of FY 2003 costs
associated with supporting IT improvements in a separate Capital Investment Fund
(CIF). Thus, while the IT FY 2002 budget contains both operational and
improvement costs, the FY 2003 IT request contains only operational expenses.

Major components of the FY 2003 IT budget request include:

* Telecommunications. This component includes ongoing expenses to support
bandwidth needs, the Department of State’s communications system charges,
and other telephone service charges. FY 2003 increases are, as in FY 2002,
due to additional bandwidth charges to support the upgraded mission
telecommunications network.

e Systems Maintenance. System maintenance expenditures include costs to
maintain financial, procurement, human resources, and other legacy computer
systems. This includes costs for maintenance of the commercial off-the-shelf
{COTS) core accounting system and cost for maintenance of the Acquisition and
Assistance subsystem of the legacy New Management System (NMS).

¢ Technical Support. FY 2003 expenses include the direct support given to
Agency staff to ensure client based computer processors and applications are
functioning properly, and assistance to end users to ensure their effective use of
those tools. This category also includes funds used to support enterprise
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architecture development, the Agency’s IT security program, the validation and
verification program for project oversight, and the systems integration
contractor management team. For FY 2003, as in FY 2002, the IT security
program will: (1) improve course work for, and provide staff training on,
security awareness and procedures; (2) enhance capabilities for and continue
systems certification and accreditation; {(3) increase evaluation of security
practices; (4) support Agency encryption activities; and (b) improve security
engineering to better design and implement improved secure systems.

e Equipment Operations and Maintenance. This category includes all costs
associated with the operations and maintenance of the processing
infrastructure. This includes server operations, network management services,
cable room operations, the network monitoring system, and maintenance costs
for equipment and software. For FY 2003, operations efforts will address
legisiatively mandated security requirements, and security related audit findings
to improve the level of Agency systems and data protection,.

e IT Purchases. For FY 2003, this category includes small purchases for network,
end user, and processor hardware and software necessary to maintain
operations.

e All Other IT. This category includes all costs associated with use of the General
Services Administration’s Federal System Integration and Management Center
(FEDSIM) to assist in technology acquisition management, costs for space to
house the technical contractor staff, and costs for the contractor program
management team. The cost increases from FY 2001 through FY 2003 are due
to acquisition planning and contract transition efforts anticipated to be
implemented in early FY 2003.

e Systems Development. FY 2003 funds for systems development are requested
in the CIF. In FY 2002 this category included the capital improvement costs
associated with the accounting system upgrade, the Business Transformation
Study, Acquisition and Assistance (A&A) system enhancement, and other small
systems improvements. The allocation of funds is as follows:

FY 2000 FY 2001 FY 2002 FY 2003

Actual Actual  Estimate Reguest
Accounting Systems $12,632 $10,546 $2,170 N/A
A&A System Enhancement 950 N/A
Procurement System 899 700 N/A
Business Transformation Study 2,000 N/A
Small Systems 2.877 530 N/A
Tota!, systems development $13,531 $14,123 $5,650 N/A

In FY 2002, the Business Transformation Study wilt involve conducting an analysis of
agency business processes with the goal of proposing rapid implementation of USAID
business systems improvements. The FY 2002 funding to support the Agency'’s
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accounting system will allow for an upgrade to the newer version of the COTS
application, and modifications to allow the mission-based accounting system to
provide better reporting by strategic objective. The A&A system enhancement will
provide needed software changes to allow linkage to the Agency’s accounting
system, and to improve A&A system functionality.

Washington Rent, Utilities, and Support Costs

in FY 2003, payments for office rent, utilities, and guard services for public areas in
the Ronald Reagan Building and warehouse space in the metropolitan area will cost
about $31.8 million, 76.2% of this budget category. The remainder is also
relatively fixed, required for building and equipment maintenance and operations
costs, postal fees, bulk supplies, transit subsidies, and other general support costs
for headquarters personnel.

Staff Training

The FY 2003 request level of $7.331 million is a 19% increase from the FY 2002
level of $6.141 million.

This centrally funded budget pays for training of Agency staff in five strategic
areas: (1) executive and senior leadership; (2) supervision; (3) acquisition and
assistance management; (4) managing for resuits; (5) technical and professional
training for technical staff; and (6) new entry professionals. Strategic programs
piloted in these areas in FY 2001 and FY 2002 will be expanded in FY 2003 with
the objective of providing training to a critical mass of employees. This training is
key to the Agency’s successful change management and cultural transformation.
Additional resources will be required to support a new Agency program to meet
professional competency standards by training staff in four management reform
areas: procurement, information technology, human resources, and financial
management.

Approximately 40% of the FY 2003 staff training budget request is for fixed
recurring requirements, inciuding funding for language skills training, short courses
to meet specific office and employee needs, and operation of a training facility and
an employee-training library within the Ronald Reagan Building.

Other Agency Costs

This budget request covers primarily mandatory costs, the largest being payments
to the Department of State for administrative support and dispatch agent fees, and
to the Department of Labor for employee medical and compensation claims relating
to job-related injury or death. This category aiso includes mandatory costs such as
retirement travel for Foreign Service officers retiring from Washington, costs
associated with the Foreign Service panels, costs associated with retirement
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processing for Foreign Service officers, and funding for medical, property, and tort
claims.

Department of State administrative support costs will increase by approximately $2
million from FY 2002 to FY 2003 due to a change in the allocation of diplomatic
pouch costs to agencies with overseas presence and to increases in the DOS
overseas administrative support platform. Under the Interagency Cooperative
Administrative Support System (ICASS), agencies that receive support from this
platform bear increased costs proportionate to new resources contributed by DOS.

Also subsumed within this category are legislative and public affairs support

including the costs of publications such as Front Lines, support for Operation Days
Work, and Lessons Without Borders.
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Use of Operating Expenses by Object Class Code

($000)
FY 2000 FY2001 FY2002 FY 2003
Category Actual Actual  Estimate  Request
11.1 Compensation - Full-time Personnel
U.S. Direct Hire 147,707 144386 154,685 159,529
Foreign National Direct Hire 5.610 5119 5,042 5.327
Subtotal 11.1 153,317 148505 159,727 164,856
11.3 Compensation - All Other Direct Hire
U.S. Direct Hire 8,609 41,960 12,781 13,181
Foreign National Direct Hire 3
Subtotal 11.3 8,609 11,962 12,781 13,181
11.5 Other Personnel Compensation
Post Differential 8,243 8.040 8.623 8.893
Other USDH Compensation 3,882 3.835 3,110 3.826
Other FSNDH Compensation 427 557 489 S521
Subtotal 11.5 12,653 12,233 12,822 13,240
11.8 Special Personal Services Payments
U.S. Citizens 10,070 12,002 14,062 14,157
Foreign Nationals 40,739 43,889 48,602 53,047
Subtotal 11.8 50,809 55.891 62,664 67.204
12.1 Personnel Benefits
U.S. Direct Hire
Retirement 20,278 36,260 38,130 38,755
Health/Life Insurance 6,646 14,530 15,822 16,538
Education Allowances 6,105 6.469 8.626 10.004
Compensations Claims 200
All Other USDH Benefits 17.757 3945 4,364 4234
Foreign Service Nationals 7.874 1.093 1.216
U.S. PSCs/IPAs/Details-in 1,374 2278 10,637 11,168
Payments to FSN Separation Fund 5515 10 1,619 1.925
Subtotal 12.) 57.675 71.566 80.291 83.840
13.0 Benefits for Former Personnel
U.S. Direct Hire 1 10 1 1
Foreign Service Nationals 832 730 1,008 810
Subtotal 13.0 843 741 1,109 822
21.0 Trave! and Transportation of Persons
Mandatory/Statutory Travel
Post Assignment 1.204 1.044 1424 1,148
Home Leave 2,100 2,460 1.810 1.872
Rest and Recuperation 1.121 1,439 1,853 2,089
All Other 1,172 1,844 2,285 2022
Opernational Travel 14,129 14,043 16377 16.275
Training Travel 2,768 3582 3.686 3727
Subtotal 21.0 22,494 24,412 27 435 27133
22.0 Transportation of Things
Post assignment freight 5,009 4,945 7.064 5.626
Home Leave Freight 1.205 1,459 1,080 1.179
Shipment of Furniture and Equipment 3,763 2,760 1,825 2,055
Other Transpontation Costs 475 531 505
Subtotal 22.0 9977 9,639 10.500 9.365
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23.1
23.2
233

24.0
25.1
25.2

25.3

254
25.6
25.7

258
26.0
31.0

32.0
41.0
42.0

Use of Operating Expenses by Object Class Code

($000)

Category
Rental Payments te GSA
Rental Payments to Others
Communications/Utilities/Misc. Charges
Office/Residential Utilities
Communications Costs
Other Miscellaneous
Subtotal 23.3
Printing and Reproduction
Advisory and Assistance Services
Qther services
Training
Office/Residential Security Guards
Information Technology (IT) Systems
Design/Analysis’Maintenance
Other IT Support Costs
Other Miscellaneous
Subtotal 25.2
Goods/Services from Other Gov't. Accts.
ICASS
All Other
Subtotal 25.3
Operation and Maintenance of Facilities
Medical Care
Operation/Maint. of Equipment & Storage
Information Technology (IT) Systems
Office/Residential Furniture/Equip.
Storage of Effects
Other Miscellaneous
Subtotal 25.7
Subsistance/Support of Persons
Supplies and Materials
Equipment
Office/Residential Fumiture/Equipment
IT Hardware and Software
Vehicles
Other Miscellaneous
Subtotal 31.0
Lands and Structures
Grants, Subsidies and Contributions
Claims and Indemnities

TOTAL COSTS
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FY 2000
Actual

27,914
26,663

5,293
6,000
1,000
12,293
823
5,996

6,894
7,800

18,842
19,718
12,198
65,452

22,575
7.554
30,129
5313
169

10,940
2,269
10

615
13,834
11
10,552

12,676
11,516
3,994
788
28,974
19,972
342
382

565,196

FY 2001
Actual

31,637
28,377

5613
6,054
1,023
12,690
2,532
7,333

9,887
10,121

24,195
12,349
11,084
67,636

22,738
5,894
28,633
7,443
138

22,227
1,739
868
727
25,560
4
10,648

18,112
22,828
6,495

47 436
3,372
1.479
3,986

614,862

FY 2002

Estimate
31,356
30,401

5,851
5,884
2,104
13,839
1,382
3114

7,000
10,496

25,984
10,739
11,898
66,207

26,518
4,944
31,462
5,689
274

23,751
4,180
1,299

507
29,747
40
8,110

12,899
15,881
2,323
217
31,320
6,621

4,902

631,793

FY 2003

Request
31,671
28,986

6,255
6,563
1,015
13,833
1410
2,799

8,409
10,585

21,578
11,528
12,418
64,516

29,174
6,128
35,302
4,935
276

25,086
3,914
1,322

326
30,647
40
4,879

11,231
13,996
2,787
161
28175
5,415

4,664

637,189
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CAPITAL INVESTMENT FUND

Budget Request
Capital Investment Fund
(thousand dollars)

Program FY 2003 Request
Information Technology 13,000
Phoenix enhancements 2,800
Business transformation 6,000
implementation
Telecommunications upgrade 3,000
Central mission security operation 1,200
Facility Construction 82,000
Total 95,000

Information Technology: $13.0 million is requested.

For FY 2003, USAID proposes establishing a separate capital fund to support
business system and information technology (IT} improvements. Separating these
funds from ongoing operations funding will provide IT improvement managers with
funding certainty independent of operational cost fluctuations. This fund will support
the following initiatives:

¢ Phoenix enhancements ($2.8 million). The funds wiil support purchase of

additional enhancements and commercial off-the-shelf core accounting system
software product upgrades necessary to implement a web-based, Agency-wide,
financial reporting capability, implement eé-government initiatives, and bring
USAID's financial system into substantial compliance with Federal financiai
management requirements. In addition, the funds will support: (1) further
deployment of USAID's core accounting system overseas, and (2) assessing and
strengthening financial system security.

Business transformation implementation ($6.0 million). The FY 2003 budget

request supports implementation of the FY 2002 business transformation analysis
recommendations for improvements in core business processes, including IT
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initiatives to support the President’s management agenda, realignment of
administrative functions among missions, and development of a prototype
mission environment that reflects transformed administrative approaches.
Additionally, FY 2003 funding will support initial implementation of improved
systems solutions in the area of finance, procurement, human resources,
information technology, and administrative services. The FY 2002 study and
subsequent FY 2003 improvement actions will focus on procurement process
effectiveness and streamlining.

e Telecommunications upgrade ($3.0  million). Funding will  support
telecommunications upgrade project efforts to design, procure, and implement
telecommunications upgrades in 19 sites during FY 2003. This effort will
strengthen security of the Agency’s wide area network by incorporating circuit
encryption and firewall technology at the mission level.

e Central mission security operations ($1.2 million). Funding will provide planning,
design, and provision of basic centralized computer security operations for USAID
missions.

Facility Construction: $82.0 million is requested.

The Secure Construction and Counterterrorism Act of 1999 requires the construction
of new USAID office facilities and the collocation of these facilities on embassy
compounds when new embassies are constructed. Guided by security vulnerability
issues and Department of State’s Overseas Building Operations construction
timetables, USAID currently plans to completely fund new construction projects in
Kenya, Guinea, Cambodia, and Georgia at an estimated cost of $82 million in 2003.
This proposed allocation is contingent upon efforts now underway 10 lease an
interim office building in Uganda by the end of FY 2002. Security-related expenses
for this facility would be paid from the Operating Expenses budget. If the interim
building lease is not secured, the Agency would need to consider using CIF funds for
a new office building in Uganda in FY 2003. USAID will continue to work closely
with the State Department Overseas Building Operations on funding and scheduling
of USAID new office building projects.
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WORKING CAPITAL FUND

The Agency’s Working Capital Fund {WCF} is authorized by Section 635(m) of the
Foreign Assistance Act of 1961, as amended. The fund finances, on a reimbursable
basis, the costs associated with providing administrative support to other agencies
under the International Cooperative Administrative Support Services (ICASS)
program overseas. Under ICASS, each agency pays a proportional share of the cost
of those services they have agreed to receive. Working through inter-agency
councils at post, all agencies have a say in determining which services the USAID
mission will provide, defining service standards, reviewing costs, and determining
funding levels. The WCF is a no-year fund that permits unobligated monies to be
carried over from one year to the next, an advantage that provides fiscal flexibility
and increases opportunities to establish multi-year planning. It also enables
managers to make long-term decisions without the constraints of the annual fiscal
year cycle,

WCF accounts have been established for four pilot missions with experience in
providing reimbursable services to other agencies. Other missions are poised to
become service providers once the success of the pilot group has been proven. The
gross receipts from the first four WCF accounts during FY 2001, its first year of
operation, totaled approximately $1.6 million. While virtually all funds were
required to cover the actual cost of providing service, over time it is anticipated
that modest surpluses will accumulate through charging customers for depreciation
and proceeds from the sale of assets. Missions will invest these surpluses in
infrastructure improvements to further increase the effectiveness and efficiency
with which services are delivered.

The WCF is also used for deposits of rebates from the use of Federal credit card.
These funds will be used to provide management oversight of existing working
capital fund missions and to provide training and other start-up costs to assist
other missions that are ready to provide ICASS services. The first year receipts
from rebates totaled $129,000.
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OPERATING EXPENSES OF THE INSPECTOR GENERAL

Dollars in Thousands

Fy 2000 FY 2001 Fy 2002 FY 2003
Funding Categories ACTUALS ACTUALS ESTIMATE REQUEST
Appropriation 24,950 28,024 32,806 34,046
Full cost/Retirement & Health N/A -1,083 -1,306 -1,346
Total 24,950 26,941 31,500 32,700

The FY 2003 appropriation request for the Office of the inspector General (OIG) is
$34 million. This request will enable the OIG to reduce the Agency’s exposure to
fraud and waste and to increase the credibility of and confidence in USAID
programs operating in highly vulnerable areas of the world. It is important to note
that funding at a level less than the requested amount could increase the risk that
fraud and waste in the Agency’s programs could go undetected because the OIG
would have difficulties in adequately covering all program operations. This amount
includes for the first time $1.3 million to fully fund the Federal retiree and health
benefit costs.

The U.S. Agency for International Development (USAID) Office of Inspector General
is an independent organization within USAID with the statutory responsibilities to:
(1} conduct audits and investigations relating to the programs, operations, and
personnel of USAID; (2} provide leadership and coordination, and recommend
policies for activities designed to promote economy, efficiency, and effectiveness
and to detect waste, fraud and abuse in the programs and operations of USAID; {3)
provide a means for keeping the USAID Administrator and the Congress fully and
currently informed about problems and deficiencies relating to USAID; and (4}
provide audit and investigative services and oversight for the Inter-American
Foundation and the African Development Foundation.

The OIG’s goal is to assist USAID with the implementation of its strategies for
economic development and to provide USAID managers with information and
recommendations that improve program and operational effectiveness and efficiency.
During FY 2001, with a $31 million budget, OIG audits and investigations of
USAID's contracts, grantees and program operations led to $369 million in sustained
monetary findings, including amounts USAID management agreed should be
recovered for questioned costs, funds put to better use, and civil restitution
payments and penalties. In addition, actual recoveries to the U.S. Treasury were
realized in excess of $72 million in FY 2001 and $37 million in FY 2000.

Highlights of OIG activities in FY 2001 included an audit of the United States
Government cargo preference reimbursement program that identified $182 million in
potential recoveries and an investigation of bid rigging on a USAID-funded
construction contract in Egypt that has resulted in settlements thus far of $13.2
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million and a fine of $53 million. In addition, during FY 2001, the OIG conducted
fraud awareness training for over 2,100 employees, grantees and contractors
worldwide in an effort to proactively prevent fraud and waste in USAID programs
and operations.

For the foreseeable future, USAID will play a critical and central role in the relief
and reconstruction of Afghanistan. Because of the inherent risk involved with
implementing relief and reconstruction programs in the region and the need for
accountability, the OIG will reallocate its resources to ensure a level of
accountability that hopefully will set the standard for the world donor community.
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Ofice of Inspector General

(s000)
Funding by Category

FY 2000

Actual
Appropriation 25,000
Recission S0
Disaster Assistance funds carried-over from prior yoars 1.1
No-Yearimulti-year funds carmied-over from priov year 5.484
Prior-Year Obligabions Recovered 1.962
Total Available Funds 33,887
Obligations - OE funds {24,950
Obligations - Disaster Assistance {467y
Obligations - No-year/multi-year funds {3.278)
Total Obligations {28,895)
End-of-year Carry Forward 5,172

Funding by Location

FY 2000

Actusl
Washington Costs 65857
Centrally Funded Personnel Costs 15677
TOTAL WASHINGTON s

Regionat inspector Generals

Pretoria, South Africa 644
Dakar, Senegal 1,138
Manila, Phillipines 1,07
Cairo, Egypt 849
Budapest, Hungary 1,480
San Saivador, El Salvador 826
Disasier Assistance 467
TOTAL OVERSEAS sA1
TOTAL OIG FUNDING .06
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FOREIGN SERVICE
RETIREMENT AND DISABILITY FUND'

Budget Request
Foreign Service Retirement and Disabifity Fund
{Thousand Dollars)

FY 2000 FY 2001 FY 2002 FY 2003
Actual Actual Estimate Request
43,837 44,489 44,880 45,200

In FY 1974, amendments to the Foreign Assistance Act of 1961, as amended,
permitted USAID career foreign service employees to become participants in the
Foreign Service Retirement and Disability Fund.

The extension of coverage o0 USAID employees created an unfunded liability in the
system. An actuarial determination by the Department of the Treasury shows that
in EY 2003, $45,200,000 will be required to amortize this liability and the
unfunded liability created by pay raises and benefit changes since FY 1974.

For FY 2003, USAID is requesting an appropriation of this amount.

1 Authorized by Chapter 8 of the Foreign Service Act of 1980.
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Bureau for Democracy, Conflict, and Humanitarian Assistance

The Bureau for Democracy, Conflict, and Humanitarian Assistance {DCHA) manages a broad range
of critical development and life-saving, emergency-response activities. DCHA programs encourage
responsible participation by all citizens in the political processes of their countries, assist those
countries to improve governance, especially the rule of law, and help strengthen non-govemmental
organizations and other elements of civil society. Most developing countries, particularly those that
are poor and divided by ethnicity or religion, confront periodic conflict. A new DCHA initiative will
help countries prepare for and manage such conflict peacefully. Nevertheless, there are inevitably
natural disasters and violent man-made crises, which threaten large-scale loss of human life.
Proposed funding for FY 2003 will further strengthen U.S. leadership in foreign disaster assistance
and emergency food aid. Additional resources are also requested for the successful transition
assistance program, which helps countries recover from crisis and return to development progress.

In light of the events of September 11", an overarching priority

embraced by DCHA is humanitarian assistance for Central Asia. In | DCHA Humanitarian Assistance to
acknowledgment of the critical role that USAID would have in Contral Asia Region {$ in mil
response to the humanitarian crisis in Central Asia, the Administrator | gy 2007 OFDA s 128
created the Central Asia Task Force. The magnitude of the FFP $ 312
humanitarian crisis and the importance of this region to U.S. national oG 2 5
interests required that USAID act swiftly and creatively in fulfilling Subtotal ' 442
its role in this crisis. Even prior to September 11, Afghanistan was FY 2002 OFDA ¢ 82.1
impoverished and mired in an extended humanitarian crisis. omn $ 22
Government infrastructure, including the ability to deliver the most FFP $ 206
basic health, education, and other social services, had collapsed. Subtotal $124.9
After the terrorist attacks on America, fears of a U.S. reprisal | yora £y 200172002 $182.0

triggered a popuiation exodus from major Afghan cities, both toward
other points in Afghanistan and toward the country’s borders. International staff of most relief
agencies also withdrew, leaving the status of relief programs in question at a critical moment.
These new developments added 10 an existing crisis of extensive displacement stemming from civil
conflict and a debilitating three-year drought. To date, a totai of $237.5 million in FY 2002 U.S.
Government humanitarian assistance has been provided, and of that total, $124.9 million has been
provided from DCHA offices. A total of $420 million in U.S. Government humanitarian assistance
has been provided to Afghanistan over FY 2001 and FY 2002.

THE DEVELOPMENT CHALLENGE: No

“States with ineffective and incom etent
tates P matter where on the path between

governance not only will fail to benefit from o . - .
globalization, but in some instances will spawn humanitarian crisis and stability an activity
conflicts at home and abroad, ensuring an even may fall the ultimate gosl of DCHA

wider gap between regional winners and losers than Offices is the Ppromotion of peace and
exists today.” political ~stability in a democratic

framework, The tragic events of
Source: Global Trends 2015: A Dislogue About the Future with September 11™ have increased the ever-
Nongovernment Experts. present challenges intrinsic to these

activities. Through the work of DCHA’s
seven line offices, DCHA’s programs support USAID's four pillars of (1) economic growth,
agriculture and trade, (2} gliobal health, (3) democracy, conflict and humanitarian assistance, and (4)
the Globai Development Alliance.

¢ Office for Democracy and Governance (DG): USAID efforts to strengthen democracy and good
governance woridwide anchor a balanced foreign policy approach. Democratic governments
are more likely to advocate and observe international laws, protect civil and human rights,
avoid external conflicts, and pursue free market economies essential to international trade and
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prosperity. This work invoives a variety of often difficult political and institutional reforms, and
capacity-building across four strategic areas: (1) promoting the rule of law and respect for
human rights; (2) encouragement of credible and competitive political processes; (3)
development of politically active civil society; and (4} promoting more transparent and
accountable government institutions, including local government support and anti-corruption
efforts.

Office of Confiict Management and Mitigation (CMM}: The increasing lack of capacity of states
globally to deal with problems that are potential causes of conflict, instability and in some
cases terrorism poses a major and growing threat. in response, CMM structures its programs
and external relationships to deal more effectively with this emerging global reality. This new
standard applies to all USAID development programs and partners, but especially those that
directly address humanitarian assistance, the transition from crisis to stability, and promotion
of democracy. CMM activities are longer term than those of the Office of Transition
initiatives, and can be utilized for non-emergency programs.

Office of U.S. Foreign Disaster Assistance {OFDA): USAID remains at the forefront of agencies
around the world in its ability to respond to man-made and natural disasters. Although
emergency relief to natural disasters is essential, preparedness is also crucial, While nature
cannot be tamed, or natural disasters stopped from taking place, there is room for prevention.
OFDA’s preparedness, mitigation and prevention efforts are important parts in dealing with
natural disasters, and have an even greater role when it comes to complex emergencies. The
last decade has seen a marked increase in these man-made emergencies because war and
internal conflict lead to the breakdown and collapse of social, political and economic
structures. Sometimes, man-made emergencies are accompanied by natural disasters, which
compound their complexity.

Oifice of Transition Initiatives {OTI): OTI addresses the needs of pre- and post-transition
countries experiencing significant political change, or facing critical threats 10 basic stability
and democratic reform. OT! works on the ground with local partners to provide short-term,
high-impact assistance targeted at key transition needs.

Office of Food for Peace (FFP): FFP manages P.L. 480 Title It food aid which is the primary
resource of the United States for responding swiftly 10 the critical food needs of disaster
victims and other targeted vulnerable groups. Non-emergency, development food aid programs
are focused on mitigating food insecurity in low-income, food deficit countries.

Office of Private and Voluntary Cooperation (PVC): PVC supports activities that strengthen the
capabilities of private voluntary and cooperative development organizations and their local
partners to deliver development and relief at the grassroots ievel in priority areas such as child
survival and health, micro-enterprise, agriculture, civil society, democracy and the
envirgnment.

Office of American Schools and Hospitals Abroad (ASHA): ASHA awards grants to u.s.
organizations that founded or sponsor private, overseas schools, libraries and hospital centers.
Through implementation of these grants, access 10 American ideas, values and practices are
increased. Such activities project a positive image of the United States, contribute to the
reduction of poverty, and assist in combating terrorism.

Office of Program, Policy and Management (PPM): PPM provides technical assistance and
support to various operating units, both within and outside the DCHA Bureau. The Office
encourages coordination and cooperation and takes the lead in supporting USAID’s strategic
planning for humanitarian assistance programs, particutarly for the Democracy, Conflict, and
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Humanitarian Assistance pillar. Where appropriate, the Office also provides technical
assistance and other support related to the Global Development Alliance; Economic Growth,
Agriculture and Trade; and Global Health pillars.

PROGRAM AND MANAGEMENT CHALLENGES: To be effective, humanitarian intervention must be
well coordinated, the response must be careful but rapid it lives are to be saved and suffering
reduced, and the approaches must be appropriatsly integrated to help victims return to self-
sufficiency. A few highlights of the results achieved by DCHA's Offices in FY 2001 include:

Office HM#F\’W‘IM
. mmmwwnmmnm»ﬂmmm.mm.ww.

. mmmmmmmmmmhwm .
. mmm»wmmm,mhummmmmmmwm
mmomlmmm

!

nrldptuvidtdunpoﬂmgrm

. mmpdiommwiﬁcan&mmmmmmmm Colombia, Dominicen Republic,
Hondurss, Maxico, , and Russis

CMM . NowofﬁeetobemblishodFYzooz.

OFDA . n..pond-dmnaocwmamﬂmsscmm.mmumdmwm

mmmm.uﬂmmmmmommmiu.

. AmljorfocthYzomwntmcomphxmmthWn.mmwmu

allimumatlonllnHmﬂfmmAfchnnhnnmunsmmhnmwuonm.OFDAmw
$12 million in sssistance.

oT . wmmmmmowammmmmwmm

comnﬁmhodmm:ﬁon.ucuhv.mnhmmmnhvmww.

. meamlnmmrMonmndmﬁchmmmﬁct.M“m

topcivﬂmsm.bmim . i snd leaders.

FFP + Provided $10 million in Titie || resources for “Children affected by HIV/AIDS.”
. anmsamnmmmmcm.smnofmummm.
s Provided 8 $448 million to im rtners for Title 1l N
PVC . Coruribtmdtn336%immminmommmbuofbomwmﬁomwm.coolwwm
partners’ micro-finance
e In an aversge sized Child Survival Grant Program sctivity {110,000 beneficiaries), spproximetsly 200
maeasles desths were averted
ASHA . Providod.ducaﬁonandmodmlmicuinnuwh-nﬂnmdwuowwm

equipping facilities. Approximately 100,000 students are snrolied end expossd t American-based
uducnionundmﬂunsmlonpcﬁommManMnndkdm.

OTHER DONORS: A halimark of DCHA's programs is the degree to which they involve partners,
including privets voluntary organizations (PVOs), cooperative devslopment organizations {CDOs).
non-govemrnental organizations (NGOs), for-profit contractors, American schools and hospitals
sponsoring overseas institutions, United Nations agencies, and international organizations. Efforts
developed by DCHA will involve continued close coordination with the U.S. foreign affairs
community, particularly the Department of State. There will be an increased number of alliances
with entities such as the U.S. Institute for Pesace; the Department of Defense; indigenous religious
institutions dedicated to conflict prevention, mitigation, and resolution; and other non-govemments!

organizations.

FY 2003 PROGRAM: DCHA's funding request for FY 2003 is $1,575.6 million. This is an increase
of $113.9 million over FY 2002's planned total. Factors affecting the increase include the addition
of the Offices for Democracy and Governance and for Conflict Management and Mitigation to the
Bureau, and the increased request for P.L. 480 resources to counter the shsence of Section 416(b}
food aid beginning in FY 2003. The request by office and account is as shown in the table below.
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FY 2002 FY 2003
Office Category Ptanned Request Comment
DG DA 15,700 18,779 | FY 2002 and FY 2003, includes expected operating year
budget transfers of $3 million DA from LAC Bureau and
$3 million DA from AFR Bureau for Labor AFL/CIO.
CMM DA 0 10,000
FFP DA 3,950 6,000
CSH 2,050
PVC DA 26,350 54,321
CSH 25,143
ASHA DA 18,000 17,000
OFDA International 381,500 235,500 | Fy 2002, includes $146 million Supplemental for
Disaster Afghanistan Emergency Response Fund.
Assistance
OTi Transition 60,000 55,000
Initiatives
FFP P.L. 480 945,000 1.185.000 [ Fr 2002, includes $95 million Supplemental.-
TOTAL DA 64,000 106,100 | - E
By CSH 27,193 0
Category | IDA 381,500 235,500
TI 50,000 55,000
P.L. 480 945,000 1,185,000 [ ¢ chnn S
TOTAL $6 million DA expected in operating year budget
DCRHA 1,467,693 1,681,600 | transfers for DG noted above is not included in

PROGRAM SUMMARY at beginning of DCHA narrtive.
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Democracy, Confiict, and Humanitarian Assistance
PROGRAM SUMMARY
(in thousands of doMars)

ACCOUNTS

Development Assistance

Child Survival & Disease Fund 26,856 31,618 0

Chitd Surviva! & Health Fund 0 0 27,193

Economic Support Funds {a) 0 16,451 0]

Ilntemational Disaster Assistance (b) 227,014 299,340 235,500 235,
Emergency Response Fund-IDA 0 0 146,000

ransition Initiatives {c) 0 49,890 50,000
IP.L. 480 Title I (d) 800,000 835,159 850,000

Emergency Response Fund-P.L.480/1| 0 0 95,000

P.L. 480 Title HI {e) (5,500] 0 0

Total Program Funds 1.098,077 1,297,284 1,461,693

(a) In FY 2001, includes $2,168,000 in Economic Support Funds {ESF) carried over to FY 2002 and
$4,983,000 in ESF subsequently merged with, and shown internally for accounting purposes as,
Transition Initiatives funds.

{b) In FY 2001, International Disaster Assistance includes $134.7 million Supplemental funding for
Southern Africa floods managed by USAID's Africa field missions. In FY 2002, includes
$146 million Supplemental for Atghanistan Emergency Response Fund.

(c) In FY 2000, $50 Million included in Intemational Disaster Assistance. In FY 2001, does not
include $4,983,000 ESF for Aceh, indonesia.

(d) In FY 2002, P.L. 480 Title I includes $95 million Supplemental for Afghanistan Emergency
Response Fund. See Summaery Tables volume for P.L. 480 Dollars and Metric Tonnage tables.

(e} In FY 2000, Refiects use of carry-over funding available for programming.

Roger P. Winter
Assistant Administrator
Bureau for Democracy, Conflict, and Humanitarian Assistance
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Office of Democracy and Governance

THE DEVELOPMENT CHALLENGE: USAID efforts to strengthen democracy and good govemance
worldwide anchor a balanced foreign policy approach. USAID extends democracy assistance
worldwide; 80% of USAID field missions promaote democracy and good govemance as one of their
development objectives. Of the total funding for USAID democracy programs in FY 2001, 20% was
attributed to rule of law, 6% to elections and political processes, 39% to civil society, and thirty-
five percent to governance. Democratic governments are more likely to advocate and observe
international laws, protect civil and human rights, avoid external conflicts, and pursue free market
economies essential 1o intemational trade and prosperity. USAID investments in these four priority
areas work toward:

Improving laws and legal systems;

e Conducting fair and impartial elections and strengthening political processes;

¢ Developing citizen groups and civil society; and

« Improving government’s ability to perform and respond to constituency needs.

THE USAID PROGRAM: In FY 2002, the Office of Dermnocracy and Govemance (DCHA/DG) will
program $15.7 million in Development Assistance (DA) funding. For FY 2003, the Administration
has requested $18.8 million for the global Democracy and Govemnance portfolio that includes $6
million for operating year budget transfers as described in footnote above. DCHA/DG also manages
some additional DA and Economic Support Funds (ESF) at the request of USAID field missions or
U.S. embassies in countries in which USAID is not present. All FY 2002 and FY 2003 funds will
further existing strategic objectives, with rule of law programs receiving 21%, elections and political
processes 15%, civil society 33% and govemance 31%. The Office of Democracy and
Governance's own funding is directed to:

Formulating new approaches to make democracy programs work better:

Assessing innovative activities and promoting best practices;

Training worldwide staff; and

Providing direct technical support 10 missions.

DCHA/DG formulates new approaches to democracy programming. Beginning in FY 2002,
DCHA/DG’s operations research will focus on the mechanics of program design and implementation
through an evaluation of political parties assistance programs, assistance 10 civil society
organizations, and governance assistance programs. DCHA/DG assesses innovative activities and
promotes best practices. Already complieted research provides robust evidence that DCHA/DG's
activities contributed to national political change in Bolivia, Buigaria, and South Africa. In FY 2002,
DCHA/DG will release a new handbook on qualitative indicators that provides guidance on how to
best measure the achievements of USAID’'s democracy programs and activities. Research findings
are continually incorporated into USAID’s rigorous training program for newly hired USAID
democracy officers and in-service training for USAID democracy officers in the field.

DCHA/DG salso provides direct technical support to missions. DCHA/DG's in-house experts in rule
of law, elections, governance, and civil society conduct needs assessments, design new programs,
and evaluate on-going programs at the request of missions. Select DCHA/DG programs provide a
comprehensive framework that contributes to the achievement of all four strategic objectives: the
rule of law, elections and political processes, civil socisty, and govemance. For example, DCHA/DG
conducts overarching strategic assessments to inform USAID missions’ democracy programs, and a
new conflict analysis framework wili be used in several field assessments in FY 2002 and FY 2003
to examine the causes of conflict and to design targeted interventions.

Recent program successes include:

e Rapid response by DCHA/DG to further the achievernent of foreign policy objectives by
supporting democratic breakthroughs in Nigeria and Peru.
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* DCHA/DG anti-sweatshop programs provided advocacy organizations in Guatemaia and
Indonesia with technical assistance and training allowing them to become leading monitoring
and advocacy organizations on behalf of garment workers. .

¢ USAID support to increase the number of national chapters established by Transparency
International (Tl) to 82 countries to fight corruption and to publish the TI's annual Corrupticn
Perceptions Index, considered one of the most valuable tools in the global fight against
corruption,

OTHER PROGRAM ELEMENTS: DCHA/DG manages democracy and governance activities in
countries in which USAID does not have a field mission. Activities in non-presence countries are
typically funded with ESF and are designed in close partnership with the Department of State and
USAID’s non-governmental organization (NGO) partners. Activities include assistance to civil
society groups that support democratic reformers and cultivate political will to establish dermocratic
practices, and assistance to government institutions promoting democratic reform. Many non-
presence countries in which USAID manages democracy activities have little experience with
democratic practices; many are troubled by political instability. DCHA/DG management of the funds
ensures targeted programming in difficult environments, and allows for re-programming of funds if
circumstances change.

OTHER DONORS: DCHA/DG plays a leadership role in the field of democracy assistance within the
U.S. Government and among other donors. DCHA/DG disseminates its best practices widely and
coordinates with other donors to develop cutting edge approaches in each of the four sub-sectors.
DCHA/DG works closely with other relevant U.S. Government actors, primarily in the Departments
of Justice, Treasury, and State, to coordinate programs that have multiple funding sources. The
Office’s recently completed guide on promoting judicial independence was widely vetted within the
U.S. Government, and will be featured at a Development Assistance Committee Democracy and
Governance Network meeting in the near future. The highly political nature of elections often
creates circumstances in which donor coordination is critical. United Nations organizations, other
bilateral donors, and a myriad of international organizations and NGOs provide large-scale assistance
on a selective basis.
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Office of Democracy and Governance

~ Program Summary {in Thousands of Doliars)

FY 2000~ FY 2001° FY 2002°* FY 2003°*
| Catagory Actusl Actual Estimated Request
DA 13,938 15,621 15,700 18,779 |
ESF _ 2,716 0 0 0
[ Total Program Funds 16,654 15,621 185,700 18,779 |

*Funding for SOs 932-001 through $32-004, Office of Democracy and Gavemance, for FY 2000 and FY 2007 under the
Bureau for Global Prograrmns, Field Support and Research,

* *Includes expected operating year budget transfers of $3,000,000 DA from LAC Bureau and $3,000,000 DA
from AFR Bursau for Labor AFL/CIO.

STRATEGIC OBJECTIVE SUMMARY

§932-001 Legal systems operate more ettectively 10 support democratic govemancs and protect human rights

DA
ESF

1,828
250

1,425
Y

1.913
0

1.7

§932-002 Political processes, including elections, are cornpetitive and more effectively reflect the will of an informed citizenry

DA 4.oz4l 3.925[ 1,902 2,109]
J932-003 Informed citizen's groups effectively contribute to more responsive govermment

DA* 6,050 8,346 8,990 12.502'

ESF 2,466 0 0

1932-004 National and local govermment institutions more openly and effectively perform public responsibilities

DA

2,036

1,925

2,895

2,428

B
*FY 2002 and FY 2003 Include expected operating year budget transfers of $3,000,000

$3,000,000 DA from AFR Bureau for Labor AFL/CIO.
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Office of Confiict Management and Mitigation

The vast cost in resources and In | THE DEVELOPMENT CHALLENGE: As the terrible tragedy of
human suffering caused by September 11, 2001, and its aftermath have made clear,
violent conflicts requires major violent conflict in a poor, distant country such as
efforts in prevention, mitigation Afghanistan can spawn intemational terrorism that threatens
and management, world peace and security. Aithough understanding the

complex causes of violent conflict and formulating potential
solutions are challenging tasks, an agency such as USAID whose marncdate is to provide
development and humanitarian assistance must confront that challenge. Indeed, the Agency has a
comparative advantage in tackling the problems of violent conflict in the developing world, given
USAID’s decentralized field presence and program implementation capacity. The Agency has
decided to make addressing the problem of violent conflict in developing countries one of its main
objectives. One of the first hurdles in doing so is to formulate a comprehensive policy and strategy
for this effort, and that process is currently underway. At the same time, USAID is taking the
necessary steps to develop the institutional capacity to carry out effective programs for preventing
such conflicts, as well as mitigating and resolving them. Also, the magnitude and complexity of
most conflict issues will require a concsrted interagency process. USAID wishes to support and, as
needed, stimulate a more vigorous interagency process when it is clear USAID’s mandate and
resources are too limited.

THE USAID PROGRAM: FY 2002 Estimate: O FY 2003 Request: $10,000,000

In FY 2002, the Bureau for Democracy, Conflict, and Humanitarian Assistance {DCHA)} will establish
an Office of Conflict Management and Mitigation {CMM). CMM will arrange technical assistance
and other field support for USAID missions with conflict management and mitigation programs; fund
research and development on conflict prevention, mitigation and resolution in developing countries;
and organize training on the subject for USAID staff and implementing partners. The Office will
develop indefinite quantity contacts and other mechanisms for USAID mission “buy-ins” for access
to technical and other services. CMM will also work on problems of violent conflict in countries
without a USAID mission presence, and manage and oversee implementation directly in such non-
presence countries by mounting teams for in-country assignments of varying duration. The Office
will develop various contracting and other mechanisms for statfing such teams. Although the funds
for such contracts may come from the development assistance account, the non-presence programs
themselves may well receive their funding from economic support funds or other sources.

The types of initiatives to be addressed with FY 2003 funds includa:

¢ development of vulnerability analyses and assessment tools for use in countries showing the
potential for conflict, including developing host country capacity to assess and analyze conflict
potential;

¢ focus on naturai resources that illicitly generate finances to fuel conflict, such as dismonds,
timber and logging, and goid;

* identification of measures for mitigating ethnic and religious conflict, including through media
and education programs, focusing on assisting the parties to the conflict resolve their issues
peacefully;

* identification of democratic means, governed by the rule of law, for deciding on the allocation of
productive resources such as land and for fairly sharing the benefits of exploiting national
resources such as oil;

s early identification of triggers that can spark the outbreak or escalation of violence, and
development of preventive measures, such as violence around elections;
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» analysis of security sector issues as they relate to conflict, including engagement of civil society
in improving accountability of authorities charged with security, and monitoring the flow of
illegal small arms; and

s establishment of buy-in contracts and other mechanisms for providing USAID missions with
technical assistance and other field support.

USAID understands the central role of foreign assistance in conflict prevention. DCHA/CMM will be
the office in USAID to cultivate coordination of policy, promote greater information sharing, increase
coordination, and avoid duplication of efforts and resources for programs dealing with conflict. The
FY 2003 request for DCHA/CMM is part of the proader USAID conflict prevention effort that
crosses a number of bureaus and totals $50.6 million. The breakout of EY 2003 funding for conflict
by bureau is as foliows: Africa, $20 million: Asia and the Near East, $13.2 million; Latin America
and the Caribbean, $7 million; Democracy, Conflict, and Humanitarian Assistance, $10 million; and
Policy and Program Coordination, $0.4 million.

OTHER PROGRAM ELEMENTS: CMM’s main mission will be to improve USAID’s ability to respond
to crisis both in USAID presence and non-presence countries to prevent the escalation of violent
conflict and the consequent need for humanitarian assistance. Examples of concerns the Office will
address, which experience over the past decade has shown to be key impediments to sustainable
peace and stability, are:

s Effective legal authority and citizen security that are virtually always nonexistent following
conflict and that require peacekeeping intervention. An independent judiciary, an efficient police
force responsive to the community it serves, properly demobilized and disarmed former
combatants, and a military under civilian authority are all key components of providing needed
order and security;

e The difficulty of recognizing potential for conflict and ensuring the requisite host country
cooperation sufficiently in advance. There is a need to concentrate on preventing and mitigating
conflicts rather than simply reacting to them;

e The inadequacy of democratic institutions and processes, which leads to flawed elections and
abuses of power; and

e The necessity of performing long-range strategic planning, which USAID’s mandate includes.
Today's conflicts by nature have root causes that require integrating short-, medium-, and long-
term plans and interventions. Much innovative and exploratory effort is needed to develop more

cost-effective approaches to conflict management.

OTHER DONORS: Efforts developed and implemented by DCHA/CMM wiill involve continued close
coordination with the U.S. foreign affairs community, particularly the Department of State, and an
increased number of alliances with entities such as the U.S. Institute for Peace, the Department of
Defense, indigenous religious institutions dedicated to conflict prevention and resolution, and other
non-governmental organizations.
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Office of Conflict Management and Mitigation

Program Summary {in Thousands of Dollars)
FY 2000 FY 2001 FY 2002 FY 2003
Category Actual Actual Estimated Request
DA 0 0 o 10,000
[ Total Program Funds 0 0 0 10,000
STRATEGIC OBJECTIVE SUMMARY I
{599-x Conflict Prevention, Resohition, and Mitigation |
DA ) 0 of 70.000)
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The Office of Food for Peacs

THE DEVELOPMENT CHALLENGE: The Office of Food for Peace {FFP) manages the $1.2 billion P.L.
480 Title I! food aid program (appropriated to USDA) that is implemented through U.S. private
voluntary organizations (PVOs) and cooperative development organizations (CDOs} as well as
through the United Nation’s Worid Food Progrem (WFP). The planning, management and
implementation of food aid programs are all complex undertakings. It is, therefore, necessary to
increase the capacity of these cooperating sponsors {CSs) so that they can successfully accomplish
these roles. Institutional strengthening assistance (ISA} grants have been instrumental in building
the capacity of CS headquarters staff to design and manage food assistance activities.

THE USAID PROGRAM:
FY 2002 Estimate: $6 million FY 2003 Request: $6 million

Substantial portions of Title Il development food aid programs tap into CSs’ capacity to implement
effective agricultural, nutrition, and child survival activities, including HIV/AIDS. FFP also provides
institutiona! strengthening assistance to Title Il CSs 1o improve their capacity to plan, implement,
and evaiuate food aid programs that increase food security for vulnerable groups. A few examples
of activities for which ISA grants have led to improvements include:

¢ Design of technicaily-sound food aid activities;
e Transfer of technical and management skills and expertise to country program staff; and
« Definition of impact indicators and establishment of impact monitoring and evaluation systems.

In FY 2002, it is planned to continue these types of activities. The FY 2003 funding request for ISA
grants will continue at $6 million. FFP anticipates the continuation of the same types of initiatives
previously funded with ISA grants.

OTHER PROGRAM ELEMENTS: The proposed FY 2003 budget for the development and emergency
food aid programs funded by P.L. 480 Title Il is $1.186 bilion. This represents a $335 million
increase over the FY 2002 base appropriation of $850 million. The increased funding is needed to
enhance Title II's ability to respond to worldwide emergency food aid requirements, as well as the
joss of reimbursements from the Department of Transportstion for the cost of U.S. flag cargo
preference.

OTHER DONORS: Given the emergency of local capacity building as a theme for cooperation
among Title Il CS crganizations, PVO working groups are identitying areas for collaboration and list
of best practices. These efforts by the PVO community contribute positively to the ISA program.
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The Office of Food for Peace

Program Summary (in Thousands of Dollars)

FY 2000 FY 2001 FY 2002 FY 2003
Category Actual Actual Estimated Request
DA 2,159 3,703 3,950 6,000
csbh 2,941 2,297
CSH 2,050
Total Program Funds* 5,100 6,000 6,000 6,000
*Supports P.L. 480 Title Il Food for Peace Program. (See separate chapter.)
STRATEGIC OBJECTIVE SUMMARY
962-001 Criticai food needs of targeted groups met
DA 1,080 1,862 1,975 3,001
CcsD .41 1,150 0 OI
CSH 0 0 1,025 0
962-002 Increased effectiveness of FF'F?s partners in carrying out Title Il development activities
DA 1,079 1,851 1.975 2,999
CsD 1,470 1,147 0 0
CSH 0 0 1,025 0
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Office of Private and Voluntary Cooperation

THE DEVELOPMENT CHALLENGE: Historically, Congress and USAID have recognized the potential
of U.S. private voluntary organizations (PVQOs), including cooperative development organizations
{CDOs), to contribute human, technical and financial resources to the resolution of development
probiems overseas. The Office of Private and Voluntary Cooperation {PVC) supports activities that
strengthen the capabilities of PVOs, CDOs and their local partners to focus resources on
developmental priorities at the local, regional or national levels as appropriate. The office aliocates
funds to individual PVOs and CDOs through competitive grants that include cost-sharing
requirements to leverage additional private resources for development activities. PVC's competitive
grants programs include Matching Grants, Child Survival, Cooperative Development, Development
Education, and Ocean Freight Reimbursement. These programs contribute to strengthening the
organizational and technical capacity of USAID's partners. They aiso help PVOs establish ties with
the private sector to diversify their financial resource base. In addition, PVC support enabies PVOs
to build the capacity of local non-governmental organizations (NGOs), governments and community-
based organizations or cooperatives and to increase the number of beneficiaries and the
sustainability of their programs. A key dimension of PVC's programs is the provision of cross-
cutting support for USAID’s three pillars. Accordingly, most of PVC’s partners work in two or more
sectors.

The challenges PVC expects to address in supporting the enhanced developmental roles of PVQs,
CDOs and their local partners include:

* Designing new approaches to working with the range of PVOs and CDOs (e.g., organizations
relatively new to development to those with established expertise seeking to work in additional
sectors or countries) interested in overseas development:

* Expanding the ability of U.S. PVOs to strengthen the capacity of local NGOs;

* Encouraging PVOs, CDOs and local NGOs to adopt best practices and scale-up effective
programs;

* Increasing program initiatives by PVOs, CDOs and local NGOs in the developmental priorities of
USAID, including agriculture, HIV/AIDS and conflict prevention and mitigation;

e Ensuring the sustainability of PVO and CDOQ development programs by promoting cost recovery
and containment approaches by the PVOs and CDOs and private sector investments in PVO and
CDO programs; and

* Promoting local environments that encourage private and voluntary participation in development,
building partnerships and networks among PVOs and NGOs to enhance the effectiveness of
their programs, and facilitating alliances among PVOs and the private sectors in the United
States and overseas.

THE USAID PROGRAM:
FY 2002 Estimate: $51.5 million FY 2003 Request: $54.3 million

PVC pilans to:

e Improve the effectiveness and sustainability of local NGOs and local networks that deliver
services in countries in which USAID operates. These organizations, in partnership with U.S.
PVOs are expected to bring effective programs to scale and test new and innovative program
approaches that address USAID priority development issues.

* Ensure enhanced participation by U.S. PVOs in U.S. development efforts. PVC provides
technical and other types of assistance as appropriate to U.S. PVOs to strengthen their program
implementation skills and ability to sustain programs.

s Increase the ability of U.S. PVOs to address conflict resolution and mitigation issues in
development programs and to strengthen victims of torture centers throughout the worid.
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« Promote networks and increased communication among U.S. PVOs and alliances between U.S.
PVOs and the U.S. private sector.

PVC plans to use approximately $17.7 million in FY 2002 to fund 160 continuing cooperative
agreements under its Matching Grants, Child Survival Grants and Cooperative Development
programs. PVC also plans to use $18.5 million in FY 2002 to initiate new competitive agreements
under its Matching Grants, Child Survival Grants, Victims of Torture, Ocean Freight Reimbursement
and Development Education. Approximately $4.2 million of FY 2002 funds wil! be used to support
PVC’s management of its grant programs and other office responsibilities. Continuing and new
programs will emphasize activities designed to improve the health and welfare of women and
children, services to victims of torture, food access and availability, agriculture and the
environment, micro-enterprise and finance and community development. These grants will expand
the technical, operational and financial capacity of the U.S. recipients and their local partners.

PVC will use FY 2003 funds requested for this objective to fund only the continuing cooperative
agreements and activities mentioned above. PVC plans to initiate a new strategic objective in FY
2003 to fund new cooperative agreements to be notified to Congress at a later date.

OTHER PROGRAM ELEMENTS: [In 1998, PVC initisted its “Millennium Alliance for Social
Investment Program.” The goal of the Alliance is to increase private investments in the
development programs of PVOs, CDOs and their local partners. To date, the Alliance has brokered
partnerships valued at approximately $17.5 million at an approximate cost to USAID of $1.0 million.

OTHER DONORS: The United States is a leader among donors in support to PVOs, CDOs and
NGOs. Other donors supporting voluntary organizations include the multilateral development banks,
multilateral agencies (such as the United Nations Development Program), the European Community
and other bilateral donors. PVC coordinates with the NGO Liaison Units of the multilateral
development banks and has worked closely with Japan on expanding the role of veluntary
associations in that country’s development program. PVC serves as the Secretariat of the USAID
Administrator's Advisory Committee on Voluntary Foreign Aid and works to ensure a positive
working relationship between USAID and U.S. PVOs and CDOs across the full range of development
issues, PVC also promotes expanded relationships between PVOs and CDOs and private sources of
development funding in the United States.
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Office of Private and Voluntary Cooperation

{in Thousands of Dollars)
Fy 2000 FY 2001 FY 2002 FY 2003
Category Actual Actual Estimated Request
DA 27,048 28,123 26,350 54,321
Csh 23,915 27,435
CSH 25,143
Total Program Funds 50,963 55,558 51,493 54,321

STRATEGIC OBJECTIVE SUMMARY
EBS-OOUSSO-OO! Increased capability of PVC's partners to achieve sustainable service delivery/Program Development and

DA . 27,048] 28,123 26,350

CSD 23,915 27,435 0
CSH 0 0 25,143
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American Schools and Hospitals Abroad

THE DEVELOPMENT CHALLENGE: The
At the opening ceremony of the American chalienge of the American Schools and
University in Cairo’s new Falaki Academic Center | Hospitals Abroad (ASHA) program is to
that was funded by ASHA, the Governor of Cairo | increase the ability of overseas schools,

said “We cherish having AUC in Cairo because libraries and hospital centers to demonstrate
of its contribution to human development in U.S. advancements in educational and
Egypt.” He described the new Center as “a medical technology. These institutions

masterpiece in educational building architecture.” | contribute to the strengthening of bridges and
mutual understanding between the people of

the United States and those of other
countries. They alsc serve as overseas centers fostering a favorable image of the United States.
They create a foundation for nurturing and developing leadership in a wide variety of disciplines
while providing understanding of U.S. economic, scientific, political and social institutions,
philosophy and practices.

THE USAID PROGRAM:
FY 2002 Estimate: $18,000,000 FY 2003 Request: $17,000,000

For the FY 2002 compaetitive grant award cycle, 47 U.S. organizations sponsoring 52 overseas
institutions in 26 countries applied for grant assistance. Six of these overseas institutions are in
Africa, 19 in Asia, three in Eastern Europe, five in Europe, seven in Latin America and the
Caribbean, and 12 are in the Near East. Of the 52 overseas institutions, seven are high schools, 18
are hospital and medical centers, 26 are universities, and one is a library.

The principal objective of these grants is to demonstrate U.S. advances in educational and medical
technology and practices, in areas of research, training, and patient care. ASHA grants strengthen
the capacity of the assisted institutions to:

build a technology base for integrated research and care in critical areas of medical science;
train independent thinkers with problem-solving abilities;

provide the benefit of a U.S. style education within developing countries;

create a more efficient basis for communication and transfer of information: and

increase understanding between the people of the United States and those of other countries.

Activities of these institutions project a positive image of the United States, while at the same time
contributing to the goal of reducing poverty and combating terrorism by expanding access to
American ideas, values and practices. The activities of these grant applicants also directly
contribute to USAID"s objectives in the education, health care, democracy and conflict management
sectors,

OTHER PROGRAM ELEMENTS: ASHA grants
Since its creation in 1957, ASHA has assisted help a wide variety of institutions, including
194 institutions in 61 countries worldwide. secondary schools which provide academic and
Annually, approximately 100.000 students | . ,cational training; undergraduate institutions
are enrolled and exposed to American-based with programs in the liberal arts, business,

education and more than 3 million patients | | oqicine, nursing, agriculture and the sciences;
receive American-style medical care.
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graduate institutions which provide specialized training in health, law, the physical sciences and
international studies; and hospital centers which offer modern heaith care, medical education and
research. Many of the ASHA assisted institutions are providing virtually the only modern health
services and medical training programs in the areas they serve. Educational institutions are
providing secondary vocational training and programs in higher education to meet pressing needs for
skilled manpower. ASHA funds are used for the procurement of scientific and educational
commodities and for construction and renovation.

OTHER DONORS: ASHA grants suppiement predominantly private and other contributions, which
these institutions receive from both local and United States sources.
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American Schools and Hospitals Abroad

Summary {in Thousands of Doliars) _
FY 2000 FY 2001 FY 2002 FY 2003
Category Actual Actual Estimated Request
DA 15,000 17,000 18,000 17,000
Total Program Funds 15,000 17,000 18.000 17,000

STRATEGIC OBJECTIVE SUMMARY

]964-001 U.S. educational and medical technologies and practices demonstrated in ssiected countries

DA

15.000

1 8.000[
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intermational Disaster Aasistance

Program Summary {in Thousands of Dollara} _
FY 200G FY 2001 FY 2002 FY 2003
Category Actual Actual Estimated Request
intemational Disaster Assistance 152,014 164,637 235,500 235,500
Transition Initiativas* 50,000
Supplemental* * 25,000 134,703 0 0
Emergency Response Fund 0 0 146.000 0
Total Program Funds 227,014 299,340 381,500 235,500

“T1 funded under separate account in FY 2001 and FY 2002, and requested sepasately for FY 2003.
* *Supplemental for FY 2001 was for Southern Africa floods. Supplemental for FY 2002 is for Afghanistan Emergency
Response Fund.

THE DEVELOPMENT CHALLENGE: The magnitude and unpredictable nature of most disaster events
requires that the Office of U.S. Foreign Disaster Assistance (OFDA) respond rapidly while remaining
flexible and creative in its approaches to relief and mitigation. OFDA’s Disaster Assistance program
objectives are to:

{1) meet the critical needs of targeted, vuinerable groups in emergency situations;
(2) increase adoption of mitigation measures in countries at risk of natural disasters; and
{3) enhance foliow-on development prospects in priority, post-conflict countries.

To accomplish these objectives, OFDA has a weli-established management structure and disaster
relief experts who can draw on public and private sector resources to respond within 24 - 72 hours
after a disaster occurs. OFDA deploys assessment teams to identify needs and provides disaster
assistance response teams {DARTs) to coordinate appropriate emergency responses and facilitate
information flows. OFDA also provides search and rescue teams, medical assistance, health
interventions, shelter, and water purification units. More specifically, OFDA’s programs:

Support the capability to provide timely emergency response to disasters worldwide;

Support capacities to prepare for and mitigate vuinerability in disaster situations;

Provide emergency commodities and sarvices for immediate health care and nutrition;

Support the training of local health care staff in basic hygiene, nutrition and surveillance:

Support the provision of potable water and appropriate sanitation facilities to reduce the

probability of disease outbreak;

+« Support the provision of basic shelter and cooking toof needs of targeted vulnerable groups
with plastic sheeting, tents, blenkets and household kits;

+ Support the emergency food needs of vulnerable populations with the purchase,
transportation, and distribution of high-energy blended foods; and

s Support critical agricultural needs with the provision of seeds, tools, and a seed

multiplication and distribution system.

THE USAID PROGRAM: Under the authority of the Foreign Assistance Act of 1961, as amended,
the President has designated the USAID Administrator as the Special Coordinator for International
Disaster Assistance. The disaster assistance program is implemented through the Office of Foreign
Disaster Assistance. The International Disaster Assistance funds obligated and implemented
‘through OFDA play an important part in U.S. foreign policy by providing humanitarian assistance to
victims of crisis and disaster. Prevention, preparedness, emergency response, ecOonomiC recovery
and rehabilitation are all part of a comprehensive response to reduce developing country
vulnerability 1o emergencies. Selected details of major OFDA responses for FY 2001 follow.
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Afghanistan Complex Emergency: Prior to September 2001, two decades of war in
Afghanistan, including a decade-iong Soviet occupation and ensuing civil strife, left Afghanistan
impoverished and mired in an extended humanitarian crisis. Government infrastructure,
including the ability to deliver the most basic heaith, education, and other social services,
collapsed. Significant local and national resources were directed to the war effort. Severe
restrictions by the Taliban, which controlled as much as 90 percent of the country, including a
restriction on women working outside the home, added to the impact of poverty, particularly on
the many households lacking able-bodied adult men. Humanitarian prospects worsened sharply
in Afghanistan in September 2001 due to developments both inside and outside the country.
Fears of an United States reprisal to the attacks of September 117 triggered a population exodus
from major Afghan cities, both towards other points in Afghanistan and towards the country’s
borders. The beginning of U.S. air strikes on October 7 caused additional movement.
International staff of all relief agencies withdrew after September 11, complicating the delivery
of humanitarian assistance. Despite these developments, OFDA provided $12,648,522 in
assistance during FY 2001,

Democratic Republic of the Congo (DRC) Complex Emergency: In FY 2001, violence and
insecurity continued to destabilize the DRC, limiting humanitarian access to vulnerable
populations. Despite the new DRC President’'s commitment to foster peace and support the
Lusaka Peace Accords, fighting intensified in the eastern part of the country throughout FY
2001. International humanitarian agencies only had access to approximately 60% of the
displaced peopie as a result of the continued insecurity in some areas, deteriorated physical
infrastructure, and logistical constraints. In FY 2001, OFDA’s humanitarian assistance for the
DRC totaled more than $21.8 million, with funding focused primarily on health services and
food security programs. In addition, OFDA supported emergency market infrastructure
rehabilitation and agricultural programs for war-affected, vulnerable, and internally displaced
persons.

Sudan Complex Emergency: Sudan’s 18-year civil war between the Government of Sudan
(GOS} military and militia forces and mostly southern Sudanese rebel groups, including the
Southern People’s Liberation Army/Movement, continued on numerous fronts along the
traditional North-South divide and transitional zones (i.e., the Nuba Mountains, Southern Blue
Nile}. Populations in these areas were adversely affected by forced displacements due to the
continued fighting, raiding, and GOS aerial bombings. In FY 2001, more than 900,000 people
were affected by drought conditions in GOS-controlied areas of the country. The World Food
Program (WFP) estimated that more than 158,000 people are in need of emergency food
assistance in the Nuba Mountains area that is an isolated transitional zone heavily affected by
war. In May 2001, President Bush named USAID Administrator Andrew 5. Natsios as Special
Humanitarian Coordinator for Sudan. In September 2001, President Bush appointed former
Senator John Danforth to be his Special Envoy for Peace to Sudan. OFDA’s humanitarian
assistance for Sudan totaled more than $27.2 million in FY 2001. Funding focused primarily on
health care and food security projects targeting children, war-affected, drought-affected, and
internally displaced persons in geographic areas of critical need.

El Salvador Earthquakes: In FY 2001, El Salvador suffered the devastation of two major
earthquakes. According to the El Salvadoran National Emergency Committee as a result of both
earthquakes, 1,159 people died and 1,582,428 people were affected, nearly a quarter of the
country’s population. OFDA responded to the twin earthquake disasters with $14,329,607 of
emergency assistance, focused primarily on meeting the needs of those left homeless through
the provision of temporary shelter. OFDA also funded emergency assistance in search and
rescue, and the local purchase or airlift of commodities to meet pressing needs in the areas of
health, water and sanitation, and household necessities such as blankets and mattresses.

India Earthquake: According to the Government of India (GOI), the earthquake of January 26,
2001 in western India resulted in the death of more than 20,000 peopie, the injury of another
20,700 people, and the temporarily displacement of approximately 600,000 people. OFDA,
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after completing a humanitarian needs assessment, provided more than $7.4 million. This
assistance included three airlifts of reiief supplies distributed to the most affected populations by
CARE, Catholic Relief Services (CRS} and the GOl. In addition, OFDA provided $878,657 in
technical equipment to assist with debris removal; $100,000 to the Prime Minister’'s National
Disaster Relief Fund; $25,657 for OFDA DART support costs; and more than $4.8 million to
U.S. private voluntary organizations (PVOs) for interventions in the shelter, water, sanitation,
health and nutrition, emergency food, and coordination sectors.

In FY 2002, OFDA pians to program $235,500,000 and part of the $146,000,000 Supplemental to
address the challenges of projected increases in frequency and severity of natural and human-
caused emergencies. National and international climatologists have forecast that more severe
climate events entailing droughts, fires and famine in some parts of the world and hurricanes,
cyclones, heavy rains and fiooding in others will occur more frequently and severely. Scientists also
predict more devastating earthquakes and severe volcanic eruptions. OFDA will strengthen the
disaster response, mitigation and preparedness capacities of targeted at-risk countries worldwide.
OFDA will also continue to use innovative approaches to strengthen its own capabilities to respond
to disasters effectively and efficiently. OFDA will continue to incorporate risk-reduction measures in
disaster response programs,

OFDA will strengthen internal capacity by upgrading training for Washington and field staff on new
methodologies, systems and tools. OFDA will strengthen the Washington-based response
management team {RMT) through improved training of staff. The RMT is a multi-disciplinary team
of professionals, brought together to respond to disasters and support DARTSs in the field. At the
same time, OFDA will continue to collsborate with USAID missions, and draw on the resources and
expertise of other U.S. Government entities through participating agency services agreements, and
resource sharing and service agreements to respond to disasters. OFDA will strengthen its
collaboration with numerous regional and multinational arganizations, including the World Bank, the
Caribbean Development Bank and the Organization of American States. OFDA will improve the
technical capability of its internal technical assistance group (TAG), created in the mid-1990s, to
provide innovative approaches to emergency response programming in the face of evoiving
challenges through specialized technical advice. The TAG team is composed of specialists who
provide scientific and technical expertise to long-term pianning and disaster preparedness.

The Administration requests for FY 2003 $235,500,000 in Intemational Disaster Assistance for
relief, rehabilitation and reconstruction activities by OFDA. The resources will be used to broaden
response capability of RMTs and DARTs and to strengthen the Response Alternatives for Technical
Services program, established in FY 2000 to enhance OFDA’s “surge capacity” by ensuring that
additional professional expertise is available, if needed, for immediate field deployment or
emergency Washington support. In addition, OFDA plans to apply to maintain staff in its regional
offices in Latin America (San Jose, Costa Rica), Africa (Nairobi, Kenya), and Asia (Manils,
Philippines} in order to continue with improved monitoring of potential crises, and the capability to
provide regionally managed disaster response.

Through innovative team building, statffing and training, OFDA will hone the professional skills of its
staff and partners to make available specialized disaster response capability. OFDA also intends to
work to reduce the time it takes to mobilize staff and resources in response to natural and complex
crises. Increasingly, OFDA incorporates preventive, risk reduction and livelihood protection
measures in disaster response activities. This reduces risk, and in some cases, lessens the
vulnerability of populations to disaster events.

Of declared disasters, natural disasters adversely affected

in FY 2001, OFDA responded to 79 approximately 173 million people, their livestock and
declared disasters in 56 countries, livelihoods, and killed more than 24,000 peopie. The
including 54 natural disasters, 16 total number of natural disasters in 2001 was
complex emergencies, and nine

human-caused smergencies.
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approximately 700, with economic losses estimated at $36 billion. Storms and floods account for
two-thirds of all losses. Civilians continue to suffer the horrifying consequences of conflict and
natural disasters. During FY 2001, millions of people have been forced to flee their homes and
communities, and have lost access to health care, clean water, food, and other basic essentials for
survival. These people look to the international humanitarian community for life-saving and life-
sustaining support.

Droughts and floods made up the largest number of natural disasters in FY 2001, impacting nearly
one of every two countries in which OFDA responded to a disaster declaration, and accounting for
85% of the total number of people affected by declared natural disasters of all types. Droughts in
Central Asia, the Indian subcontinent, Africa and Central America led to significant crop failures,
livestock losses and potable water shortages which increased the vulnerability of more than 130
million people. Fiooding in Africa, Asia, Eastern Europe and Latin America damaged or destroyed
the houses, electric and water systems, roadways, bridges, croplands, and fish farms of more than
14 million peopie. :

OTHER PROGRAM ELEMENTS: USAID/OFDA is not
requires that USAID relief, mitigation, the .only office_ V\'Iithin. the U.?. Govern.ment that
transition and development programs provides !'lumanltanan aid jto forelgq countngs. A!I of
support each other. the coqtnbl.!tors to hum_anltanan relief w:_)rk in unison
to provide timely, coordinated, and effective programs
where they are needed most. USAID's Office of Food for Peace is responsible for administering P.L.
480 Title It emergency food aid targeted to vulnerable populations suffering from food insecurity as
a result of natural disasters, civil confiict, or other crises. USAID’s Office of Transition Initiatives is
responsible for providing assistance to countries that are in a stage of transition from crisis to
recovery. Equally as important is the collaboration with other parts of USAID, such as the regional
bureaus and field missions, that provide foreign development aid. Development aid often
complements humanitarian relief programs or can be regarded as disaster recovery assistance.
Countries that have achieved sustainable development are less likely to require massive U.S.
Government humanitarian assistance. Three of the biggest providers of U.S. Government
humanitarian assistance are the U.S. Department of Agriculture, the U.S. Departrment of State’s
Bureau for Population, Refugees and Migration and the U.S. Department of Defense’s Office for
Peacekeeping and Humanitarian Affairs.

Effective humanitarian assistance

OTHER DONORS: OFDA collaborates closely within USAID and with other donors in the
international relief community. This is particularly important both to coordinate programs and to
share the burden of relief costs. For example, 15 donors, not including the U.S. Government, have
pledged over $23 million of assistance for the recent Goma volcano disaster. U.S. PVOs are
essential partners who play a fundamental role in raising resources, providing humanitarian
assistance, and implementing relief programs. OFDA’s partnerships with U.S. PVOs and
nongovernmental organizations include support for mechanisms to facilitate the exchange of
information among international partners and to prevent duplication of effort.
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Transition Initiatives

Program Summary {in Thousands of Doltars)
FY 2000° FY 2001°° FY 2002 FY 2003
Category Actual Actual Estimated Request
Transition Initiatives [50.,000) 49,890 50,000 55,000
Total Program Funds 150,000] 49,860 50,000 55,000

*Funded through the International Disaster Assistance Account
«*Doses not includes $4,983,000 in ESF transferred to the Tl account

THE DEVELOPMENT CHALLENGE: Central to any discussion of intemnational development are the
needs of societies that are emerging from or sliding into conflict, or are in the throws of complex
emergencies. Whether eruptions of violence are religious, ethnic, economic, territorial, or political in
origin, the failure of state institutions to manage intermnal struggles over political power and
economic resources has an incalculable human and capital cost. Decades are sometimes needed to
rebuild and restore development progress.

As the number of crises worldwide continues to mount, USAID and other donor organizations must
be able to move quickly and effectively to meet the transition challenges they face. In such
environments, the line between “pre” and “post” conflict has become increasingly blurred as
countries find themselves trapped in cycles of violence where the root causes are never fully
addressed. These conflicts result in high levels of citizen insecurity, stalled democratic development,
displacement of people, interruption of economic and agricultural cycles, and in many cases,
heightened regional tensions. There is an increased demand to help countries in transition and crisis
promote naticnal reconciliation, build open democratic and participatory processes, and broaden
access to economic, political, and natural resources.

The Office of Transition Initiatives (OTI} was created originally to address those situations where the
nature of governance shifted from authoritarian rule to more open societies. In recent years
~transition” has become a more porous concept. OTl defines transition as including countries
moving from war to peace, making the turn from civil conflict to national reconciliation, or where
political strife has not yet erupted into violence and the possibility exists to prevent of mitigate
conflict and broaden democratic participation.

Working closely with local, national, intemational, and non-governmental partners, OTI carmies out
short-term, high-impact projects that increase momentum for peace, reconciliation, and
reconstruction. There are no formulaic responses; rather, strategies are tailored to meet the unique
needs of each transition situation and changing conditions are quickly reflected in new or modified
strategies. Because OTl possesses special programming fiexibility, it can put staff on the ground
swiftly to identify and act on what are often fleeting opportunities for systemic change. :

THE USAID PROGRAM:

FY 2002 Estimate: $50,000,000 FY 2003 Request: $55,000,000

OTI's strategic objective is to advance successfully political transitions in priority, conflict-prons
countries. OTI's three intermediate resuits are: enhance citizen security; initiate, re-establish, or
expand democratic political processes; and improve targeting of OTI interventions. FY 2002 funds
will be used to implement OT! programs in Afghanistan, Burundi, Congo {DRC), East Timor,
Indonesia, Kosovo, Republic of Macedonia, Nigeria, Peru, Serbia and Montenegro, Sisrra Leone, and
Zimbabwe. Of these, OTI programs in Indonesia, Kosovo, Nigeria, Peru, and Sierra Leone will be
concluded in FY 2002. Zimbabwe will be conciuded in early FY 2003. FY 2002 funds will be used

also 10 carry out new programs in response 10 critical junctures and windows of opportunity.
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FY 2003 Program: OTI will use $14 million of the FY 2003 request to fund programs in
Afghanistan, Burundi, Congo (DRC), Republic of Macedonia, Serbia and Montenegro, and
Zimbabwe. OTI will use $41 million to fund new country programs and for program support.

OTHER PROGRAM ELEMENTS: See tabies directly following this narrative.

OTHER DONORS: OTI coordinates closely with other donors in all the countries in which it operates.

These include:

Country Program

Other Donors

Afghanistan

European Union

Iindonesia Canadian International Development Agency, British Council
{funded by Danish International Fund for Development)
Kosovo United Nations, World Bank, Department for international

Development, Organization for Security and Cooperation in
Europe

Macedonia, Republic of

United Nations, European Union, Organization for Security
and Cooperation in Europe

Nigeria Danish International Fund for Development
Peru Canadian International Development Agency, European

Union, World Bank, Inter-American Development Bank, GTZ
{Germany)

Serbia and Mont'enegro

World Bank, Swedish International Development Agency,
United Nations

Sierra Leone

Department for International Development (DFID), United
Nations, Westminster Foundation, GTZ {Germany), Canadian
International Development Agency :

Zimbabwe

Other European Countries
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OFFICE OF TRANSITION INITIATIVES

c Des FY 2000 | FY2001 | FY2002 ] FY 2003 ]
oun cription Dates
try Pt Obligations | Obligations | Estimates Roquest
EUROPE
Albania Sh'engthenlocafgovemmentsbyhelpmg Start: June 1999
i i Exit: December 934,431 0 0 q
2000
Start: February 1996
Exit: May 2000 1,058,000 1] 0
Croatia Heip peopie participate in elections and Start: July 1997
i ing, give them access to Exit March 2000
more objective news and information, and 1.656,000 0 0 (ﬁ
help the government becore more
transparent and accountable
Kosovo Pmbwldenmaﬁclaamrupby Start: July 1987
councils, meeting their priority needs and |2002 7,789,145 6,573.504 320.000 tﬂ
promoting development of an independent
media and strong civil society
Macedonia Mitigateoonnictttwoughthedevehpm Start September
dmeparﬁdpamrymmmﬁhm. 2001 Exit 0 918 7.000.000 000
both formal and informa). October 2003 'm_[ T 2 axﬁ
i
Serbia and Suppmdemﬁcebmtshsociety. Start: July 1997 :
" o including opposition municipakities, Exit: November 4404,882] 10,146,125  10,000.000 1,000,
Onenedre lingependent media and NGOs 2002
AFRICA
Support for the Arusha Peace Process Start: March 2002
Burundi and the re-infegration of dispiaced 0 0| 2,000,000 3,500,000
Persons. |Exit TBD
Advance the peace process by supporting | Start.
dialogues on national reconciliation and  |November 1997
heiping to implement the Lusaka Accord  [Exit: January 2001 wuH
Congo (DRC) ,R&sta rt- March 2,750,000 148,254 2,500,000 1,000,
2002 Exit:
TBD
Nigeria Support transition to democratic Start: May 1999
govemment by training officials, promoting| Exit: January 2002
civilian oversight of the military, supporting |
conflict resolution and mediation effort, 8.904 869 5,495,796 115,000
ljump-starting economic reform and
strengthening the madia
Sierra Leone Support implementation of the Lome Start: Janwary 1997
Accords by encouraging demobilization of Exit: February 2002
ftroops, reintegration of war-tom 3034938  3.666.589 1,325,580
communities and respect for human nights
Zimbabwe Promote constitutional reform, Start: January 2000
lhdepmdem media, and reconcliation and|Exit: October 2002 2423444 5.556. 234 1,500,000 500,
mediation in conflict areas
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FY 2000 FY 2001 FY 2002 2003
Country Description Dates Obiigations | Estimated | Request | Request
ASIA & THE NEAR EAST
In the inftial phase, support the Start: October 2001
developnment of relevant and timely Exit: TBD
Afghanistan information on humanitarian assistance for 0 0 6,000,000 6,000,00
the Afghan population, particularly 1DPs
and other vulnerable groups.
East Timor _ |Facilitate smergence of democracy by Start: June 1999
providing start-up funding for local NGOs |Exit: September #
and media outiets and supporting 2002 1.488,949 1,500,000 0 0
community-led reconstruction projects
Indonesia Support transition to democracy through |Start: August 1998
voter education ang registration, helping | Exit: September
tocal NGOs mobilize political participation, [2002
teaching media how to cover political 8768720  4.963.354| 3,000,000
issues and helping civilians regain
oversight of the military
Lebanon Help combat corruption by increasing Start: September
public awareness, changing attitudes, 1999
strengthening investigative journalism, Exit: March 2001 731,376 1,033,270 0 0
and helping local govemments become
more transparent and accountabie
Philippines  |Strengthen the peace in Mindanao by Start: September
integrating MNLF ex-combatants and their {1967
tamilies into local communities and Exit: March 2001 1,533,151 0 0 Oﬂ
encouraging the Philippine Govemment's
investment in neglected, Muslim areas
LATIN AMERICA
Colombia Advance the peace process by providing Start: January 1959
resources to negiected communities in Exit September
conflict areas and facilitating negotiations 2001 980,367 1,135,668 0 0
between the govemnment and FARC
El Salvador | 1o support earthquake relief to the people [Start: 2001
of EY Satvador. Exit: September
2001 o] 2,000,000 0 °F
Honduras Support relief and reconstruction effots  |Start: May 1999
by implementing an innovative emergency | Exit: Febreary 2000 J
housing project, repairing rural 126,769 0 0 0
infrastructure in strategic areas, and
initiating an anti-comuption effort
Peru Promote de-centralization, strengthen Start: January 2001
congrassional reform and improve civilian [Exit: January 2003 0 3,314,190 7,000,000 0
control over the military
New Countries Of 10,508,563] 37,000.000f
World Wide  |Program Support 2,564,499 2,006,942 4,000,000 4,000,0004
I World Wide  |Technical Assistance 22,785 0 0 0}
OTAL - INTERNATIONAL DISASTER ASSISTANCE {IDA) FUNDS 49,173,334] 3,524,560 269,143 Eﬂ
OTAL - TRANSITION INITIATIVES (1) FUNDS eff. 10/01/01 o] 44,932,830] 55,000,000 55,000,000j

—

"FY 2000 - Total does not include $250,00
managed by OTI that totaled $11,776,128 (

0 ESF Sierra Leone, $44,789, DA carryover for Indonesia or activities from other fund accoun P
$10,950,000 ESF for East Timor and $781,339 SEED for Kosovo).

- Total does not Include $4,983,000 {Ti
,000 DFA, and $570,000 ESF, for Shma Leone, $8,300,048 ESF for East Timor, $2,500
ligated at the mission for Child Soldiers in Colombia).

) funds for Aceh, and for activities from other accounts managed by OTl that totaled to $45,420,048 ($600,000 SEED,

,000 ESF for ANE, indonesia,and $2,500,000 ESF managed for the Misslon {LAC)

J_E:r_zanz- Estimate is based on NOA $50 million(T1),
reviewed later in the year.

$5 million carryover (TI), and $0.2 million carryover IDA funds, wl;ich will be

- Allocation by country is notional at this time

and could change based on resource availabilities and future priorities.
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FOOD FOR PEACE

Program Summary {in Thousands of Dollars}*
FY 2000 FY 2001 FY 2002 FY 2003
Category Actual Actual Estimated Request
P.L. 480 Title Il 800,000 835,159 850,000 1,185,000
Emergency Response Fund 4] 0 95,000 0
P.L. 480 Title HI** {5,500] 0 ) 1)
Total Program Funds 800,000 835,150 $45,000 7,185,000 |

*See Summary Tables volume for P.L. 480 Doliars and Metric Tonnage tables.
* *Raflects use of camy over funding available for programming.

THE DEVELOPMENT CHALLENGE: U.S. support for overseas food aid was formalized in the
Agricuttural Trade Development and Assistance Act of 1954, also known as P.L. 480. The basic
legislation, which has been modified many times, establishes the U.S. policy of using our abundant
agricultural resources and food processing capabilities to enhance food security in the developing
world through the provision of cuiturally acceptable nutritious food commodities. On a global level,
more than 815 million people today are chronically undernourished. For the United States, reducing
the number of chronicatly undernourished and underweight people throughout the world is both 2
humanitarian concern and strategic goal. Food resources are given to help those in need in an effort
to eliminate the food insecurity that fuels political instability and environmental degradation. P.L.
480 Title Il is a people-to-people program, from the people of the United States to people who do
not have access to sufficient food to meet their needs for a healthy and productive life.

THE USAID PROGRAM:

TITLE 1| EMERGENCY AND DEVELOPMENT FOOD AID ASSISTANCE. During 2001, the
Administration completed an interagency management review of all U.S. foreign food assistance
programs in order to improve feeding effectiveness, reform administration and reduce duplication,
and ensure more reliable food aid by reducing the year-to-year reliance on surplus commodities.
Three of the key conclusions of the review are the following:

e« The Administration confirms its dedication to continue United States leadership in supplying
food aid to vulnerable people worldwide and reaffirms that this assistance serves to accomplish
our foreign policy objectives.

e The Administration will reduce the overall number of food assistance programs and redefine
agency roles to eliminate inefficient overlap. Therefore, the U.S. Department of Agriculture will
carry out government-to-government programs, and USAID is responsible for all programs
carried out in cooperation with private voluntary organizations, cooperatives, and the World
Food Program.

+ The Administration plans on reducing the proportion of food aid that is monetized, or sold on
private markets, with the proceeds used by private voluntary organizations to fund development
activities over time in‘order to target humanitarian needs and to avoid commercial disruption.

The results of the Administration’s review are reflected in USAID’s FY 2003 request for the P.L.
480 Title il food program.

The request level for FY 2003 P.L. 480 Title Il emergency and non-emergency food assistance is
$1,185 million. Emergency assistance will increase to $565 million for private voluntary
organizations [PVOs) and the World Food Program International Emergency Food Reserve. The
current $410 million level of funding for PVO non-emergency Title 1l activities will be maintained to
further reinforce quatitative results-oriented improvements. The balance of the FY 2003 request
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level is for the World Food Program pledge of $163 million, Section 202(e) funding at $34 million,
$10 million for Farmer-to-Farmer, and $3 million for administrative support,

While positive results have been achieved in the use of emergency food aid to promote a return to
normalcy, it is clear that the transition from emergency food aid activities to more stable
developmental activities is not always direct. Given the need to respond to both protracted
emergency food aid requirements as well as the sudden on-set emergencies caused by natural
disasters and political and economic instability, the Office of Food for Peace (FFP) expects to
judiciously allocate the resources available in FY 2003 for emergency food aid response. The
request level includes an increase of approximately $300 million that will help offset critical
coverage previously provided by Section 416(b) resources. The Administration’s FY 2003 request
also includes an increase in Section 202(e) funding from a ceiling of $28 million to $34 miilion to
reflect a shift of $6 million to Title i from the Department of State’s international Organizations and
Programs account for the World Food Program. The request level also includes approximately $37
million of additional resources to offset the elimination of reimbursements from the Department of
Transportation’s Maritime Administration for cargo preference. It is important that the offset remain
proportional to the appropriation level.

Non-emergency Title Il activities for both the PVOs and the World Food Program (WFP) remained
fairly constant from FY 2001 to FY 2002. The FFP Office provided up to $10 million in Title Il
resources for “children affected by HIV/AIDS” in FY 2001. More recently, FFP has encouraged
PVOs to also review whether HIV/AIDs is a critical constraint to household food security and
address HIV/AIDs within maternal child heaith or other sectorial activities. FFP firmly supports
these activities in countries where HIV/AIDS has been identified as an impediment to food security.

P.L. 480 TITLE It EMERGENCY FOOD AID. P.L. 480 Title Hi food aid is the primary resource of the
United States for responding expeditiously to the critical food needs of targeted vulnerable groups.
FFP seeks to ensure that appropriate Title II emergency food aid is provided to the right people in
the right places at the right time and in the right way. Vuinerable groups receiving food aid are
those who, because of natural or man-made disasters, including prolonged civil strife, require food
assistance to survive the emergency and begin the process of recovery. Categories of beneficiaries
include internally displaced persons, refugees, newly resettied or new returnees, and vulnerable
resident populations. Programming assistance frequently attempts to target specific categories of
beneficiaries including children under five years of age, pregnant and nursing women, mainourished
children and adults, and the elderly.

From 1999 through 2001, USAID and the United States Department of Agriculture’s (USDA)
Foreign Agriculture Service continued a strategic alliance to integrate the availability of Section
416(b} surplus commodities into the Administration’s plans for responding to emergency food aid
needs around the world. As a result of this altiance, in calendar year (CY) 2001 the United States
alone contributed 65% of the emergency food aid resources received by the United Nation’'s WFP
with an estimated value of over $1 billion. These P.L. 480 Title It and Section 416(b) contributions
through WFP, together with substantial additional contributions to PVOs, enabled the United States
in FY 2001 to provide approximately $1 billion of critical emergency food assistance to tens of
millions of beneficiaries around the world. In FY 2001, FFP’s implementing partners (WFP and
PVOs} were able to reach over 33 million beneficiaries using $440.5 million aliocated to support P.L.
480 Title Il emergency activities.

In Afghanistan, as in Kosovo, Serbia, and Sudan, the provision of substantial amounts of well
programmed emergency food assistance not only saved lives, but also mitigated the immediate
effects of conflict and contributed to the stabilization of war-torn societies. USAID's Title I
resources and USDA's Section 416(b) commodities have contributed significantly to these
achievements. The FY 2003 request includes an increase of approximately $300 million for the Title
Il emergency response to partially offset the loss of Section 41 6(b}.
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Even as we acknowledge the substantial contribution made by the U.S. Government toward
meeting the emergency food needs of the world’s vulnerable populations, man-made humanitarian
crises in Sudan, West Africa, and Afghanistan, as examples, show no clear signs of an end. in
addition, natural disasters, such as drought in the Hom of Africa, floods in southern Africa and the
indian sub-continent, and earthquakes and drought in Central America continue to destabilize
livelihoods across vast areas and to precipitate substantial requirements for emergency food
assistance. What were once recognized as sporadic natural disasters are occurring with increased
frequency and regularity in certain regions where governments are ill-prepared to mitigate the
impact of climatic and other natural phenomenon.

When man-made and natural disasters occur
simultaneously in a region, the resulting complex
emergency can pose enormous chalienges to the donors
and international humanitarian workers attempting to
respond. A clear example of this has been seen in
Afghanistan, where access to millions of drought-
affected and displaced people was achieved against a
backdrop of ongoing civil war, the internstional war on terrorism, a four-year drought, and
monumental logistic challenges posed by infrastructure constraints.

In Afghanistan, the coordinated
humanitarian efforts of the U.S.
Government and its international
partners are credited with averting
widespread famine.

In an effort to maximize the effectiveness of available food aid resources in FY 2003, USAID will
continue to emphasize the coordination of food assistance with other humanitarian response offices
within the U.S. Government, (i.e., USAID’s Office of U.S. Forsign Disaster Assistance and State
Department’s Bureau of Population, Refugees and Migration}.

P.L. 480 TITLE II DEVELOPMENT FOOD AID. Title Ii non-emergency food aid is focused on
mitigating food insecurity through activities implemented by PVOs and the WFP. These
organizations utilize Title 1l food resources to reduce food insecurity in the developing world through
activities that enhance household nutrition or increase incomes and agricuitural production and
productivity. The ongoing activities continue to facilitate rapid response to natural disasters
worldwide. FFP has built a solid portfolio of multi-year commitments to PVOs for this purpose.
Additionally, a portion of the Title Ii biennial pledge to WFP has been directed to muwilti-year
development projects. Since the mid-1 990s, USAID and its partners have gained substantial
experience in improving food security using Title Il resources. The overall quality of PVO activity
design has improved as has integration with other USAID and PVO planning and resources.
increased PVO interest in monetization has surfaced issues with commodity groups and prompted
questions about the appropriate balance between direct distribution and monetization in the
portfolio. While acknowledging multi-year commitments with its implementing partners, the
Agency’'s new Agriculture and Food Security Initiative addresses these issues and is the new
direction USAID is going to support the type of programs previously supported through
monetization. USAID continues to actively dialogue with its partners, other U.S. Govemment
agencies and Congress on these and broader food aid management issues.

Within the FY 2003 request level for P.L. 480 Titie Il, FFP will maintain the FY 2002 level of
tunding for PVO non-emergency Title Il activities at $410 million end will continue to remforce
qualitative, results-oriented improvements. Portions of the Titie I biennial pledge 10 WFP {(calendar
years 2003 and 2004} may also support non-emergency activities,

During FY 2001, Title Il commodity {including freight) resources, amounting to approximately $448
million, were provided to Title |i partners in support of non-emergency food aid activities. Of that
amount, $400.7 million was provided through 14 U.S. PVO cooperating sponsors and four local
non-governmentai organizations; approximately $47.3 million was made availabte to WFP.
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The following examples of Title Il programs exemplify the variety of non-emergency interventions
that are undertaken and the significant impact on food security that they achieve.

PRISMA is a Peruvian non-governmental organization that has played a major role in the fight
against food insecurity over the past 15 years. In Peru, the Ministry of Health and PRISMA
jointly implement PANFAR, a targeted health and nutrition program for high-risk families. The
program, implemented in 2,600 health establishments, has benefited almost one and one-half
million children in rural and poor areas of Peru. The Peruvian Govemment and external
evaluations have praised PANFAR as cost-effective and sustainable, with graduation rates in the
program increasing from 40% to 82% (in FY 2000). PANFAR has now been completely
transferred to the Ministry of Health with Government
of Peru support, replacing all USAID funding for
management, food purchases, training, monitoring, and
supervision. Twao critical factors in this initiative are the
establishment of reliable and accessible market
information systems and the creation of farmer
organizations. PRISMA developed the SAMCONET information system that farmers can access
via Internet kiosks for market pricing, packaging, and buyer information. In FY 2001, PRISMA
assisted 793 farmer organizations, facilitating market participation by approximately 13,722
food insecure farmers. The influence of the program in improving incomes has been substantial,
as productivity gains and price increases have averaged about 30% in the past year {ranging
between 10% and 100% depending upon product and region).

In addition to health and nutrition,
PRIMA’s program integrates Titie Il
and Development Assistance funds
to improve agricultural production
and markets.

CARE’s Integrated Nutrition and Health Project {INHP) in India, the largest program in the Title Il
portfolio, directly reaches over seven million women and children in approximately 100,000
villages. CARE’s program aims to improve the nutrition and health status of food insecure
women and children through nutrition and health education, enhancement of health services and
coverage, and targeted supplementary feeding. CARE works in close coilaboration with the
Government of India to support and strengthen the government’s integrated Child Development
Services program (ICDS). Through this collaboration, the Title | program’s innovations support
improved food security for an even larger population, as ICDS reaches approximately 28 million
women and children with community-based maternal and child health and early childhood
development interventions. Upon completion of the INHP’s first five-year program cycle, the rate
of child malnutrition (underweight) among program beneficiaries had decreased from 51% at the
beginning of the project to 32% in the project’s final year. The percentage of children who
received complete immunizations increased from 16% to 39% and the percentage of children
breastfed within eight hours of birth increased from 31% to 49%.

Madagascar has one of the highest rates of child malnutrition in the world: one of every two
children under the age of two is considered malnourished. The best way to feed and protect the
health of a child in early life (before six months of age) is to use exclusive breastfeeding.
Breastfeeding is common in Madagascar, but it is frequently combined with the intake of liquids,
which exposes the child to disease while creating a false sense of satiety and exposing siblings
to diseases. Following the promotion of exclusive breastfeeding practices by Title Il cooperating
sponsors (Cooperative for Assistance and Relief Everywhere, Catholic Relief Services, and
Adventist Development and Relief Agency), rates of exclusive breastfeeding went up from
32.9% in 1997 to 63.3% in 2001 in intervention areas. Such a positive result was achieved
due to the coordination of all actors in the health and nutrition scene in Madagascar, including a
working group funded by USAID. Cooperating sponsors in Madagascar are obtaining
encouraging resuits in increasing rice yields among their beneficiaries who adopt the
recommended practices: rice yields have increased by as much as 300% after only two years
among adopters, an impressive resuit,
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e Africare has been implementing the Dinguiraye Food Security Initiative in an extremely food
insecure area of Guinea since 1997. Significant improvements in the nutritional status of
children were documented by an evaluation conducted after three years of project activities.
The percentage of underweight children decreased from 31% to 22%, while the percentage of
acutely malnourished children decreased from 13% to 7%. Improvements in nutritional status
were accompanied by improvements in severai critical health and nutrition behaviors. For
example, exclusive breastfeeding of infants under five months increased from 1% to 51% and
measles immunization rates increased from 25% to 63%.

P.L. 480 TITLE V - FARMER-TO-FARMER ACTIVITIES. Titles |, il, and lil funds are also used to
support the Farmer-to-Farmer (FtF} program which provides voluntary technical assistance to
farmers, farm groups and agribusinesses to enhance the potential for substantiat increases in food
production, processing and marketing. Funding for FY 2003 is expected to be $10.6 million. This
is comparable to the FY 2002 level of $10.5 million. In FY 2001, the program received an
additional $1.5 million in Titles | and Il funding to support an expanded Africa and Caribbean
initiative, bringing the level of funding up to $12 million.

The program relies on volunteers from U.S. farms, land grant universities, cooperatives, private
agribusinesses, and non-profit organizations. Volunteers have been recruited from all 50 states and
the District of Columbia. They are not overseas development professionals, but rather individuals
who have domestic careers, farms, and agribusinesses or are retired and want to participate in
development efforts. They spend about a month in the host country on a typical assignment.
Worldwide, over 6,700 volunteer assignments have been completed since 1986 in more than 80
countries. Approximately 199% of all volunteers are women. And about 39% of the individuals that
FtF volunteers work with are women.

in 1991, a special initiative of the FtF program was authorized as one of the first U.S. assistance
programs for the New independent States of the former Soviet Union, and it continues to operate in
all of the New Independent States, or Eurasia, countries.

The transition to a free-market economy in most countries is a long-term process, involving a variety
of problems and obstacles. The FtF Program is helping to facilitate this transition. Through their
own experiences in production and market-oriented agricuiture, volunteers provide the hosts with
credible and experienced models. FtF volunteers provide needed, practical, and usable technical
expertise by providing training and advice in the business of agriculture. They are creating
institutions such as farmer associations and other organizations that are beginning to deveiop the
capacity to provide needed technical and business-related services to farmers and new
entrepreneurs. In these and other ways, the FtF program is helping to develop indigenous
institutional capacity and new, market-oriented private entreprensurs and agribusiness enterprises.
Volunteers have assisted over 2,000 host organizations in these areas of concentration.

The FtF program is also having a positive impact on the United States by raising public awareness
about foreign assistance, correcting misconceptions of life and attitudes in the recipient countries
and helping inform U.S. businesses about the environment and opportunities for investment abroad.
Since 1996, volunteers have made over 2,300 presentations to professional and community groups
and participated in more than 750 media events, including radio shows, television interviews and
newspaper articles to share their experiences.

OTHER PROGRAM ELEMENTS: The strength of our nation's international food assistance program
is its presence around the world and its numerous organizational partnerships. USAID collaborates
closely with the U.S. Department of Agriculture, the Department of State, other USAID offices and
field missions to ensure that both developmental and emergency food aid programs are coordinated
and effective. USAID works in close partnership with PVOs, indigenous organizations, universities,
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American Businesses, international agencies, and other governments. USAID has relationships with
a wide number of American companies and U.S.-based PVOs allowing for great creativity and
effectiveness in incorporating foed into a wide range of development efforts.

OTHER DONORS: The World Food Summit of 1996, convened by the Food and Agriculture
Organization of the United Nations {FAQ), provided an international forum to focus attention on
efforts to address hunger and food insecurity. The United States, along with 185 nations and the
European Community, pledged to reduce the number of food-insecure people by half, from over 800
million in 1996, to no more than 400 million by the year 2015. FAQ will soon host a global meeting
to review progress towards ending hunger. The meeting, the World Food Summit: five year later, is
meant to track progress achieved since the 1996 World Food Summit and consider ways to
accelerate the process.
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ECONOMIC GROWTH, AGRICULTURE AND TRADE BUREAU

The Economic Growth, Agriculture, and Trade (EGAT) Bureau has been created as one of
three "pillar® bureaus and supports the Agency goals of reducing poverty and hunger and
promoting peace and prosperity in developing and transition countries. In FY 02, the Bureau
will draw on the structures and staffing of the three Centers (EGAD, ENV, HCD) that
formerly constituted a portion of the Global Bureau, with a view to better integrate and
focus efforts. The Agency's Office of Women in Development will continue to play an
important role within the EGAT Bureau. In addition, EGAT will, in FY 02, begin managing a
number of specific initiatives that have previously been operated by regional bureaus.

Since the reorganization is not yet complete, this presentation reflects a *combined®
structure of EGAT rather than the more integrated organization currently being developed.

The events of September 11 have underscored the importance of the EGAT mandate. In an
ideal world, governments assure that their nations’ institutions respond to peopie's needs
and ambitions: their citizens are able to acquire the information, knowledge, and the skills
they need to innovate as well as survive; and they are empowered to take an active tole in
building a sustainable economy and equitable society. Often, however, the ideal is not
realized. More than one billion people still live on less than $2 a day. The number of hungry
people in the developing world is growing, not shrinking, and is acute in Africa. More than
110 million children have never attended school. Nearly 2 billion aduits are not literate.
Almost a third of the world's population is facing shortages of water. And valuable
reservoirs of biodiversity are being threatened by actions taken for short-term gain.

The EGAT agenda addresses these giobal challenges and is designed to strengthen the
capability of our field missions to work collaboratively with governments, entrepreneurs,
investors, traders, scientists, farmers, parents, and community groups. Increasing incomes,
for example, requires capacity of countries and firms to trade in competitive global markets.
This, in turn, may lead to country-based assistance programs that promote policy and
regulatory reform, improve institutions that facilitate trade, improve financial systems, and
expand the use of new technologies.

To accomplish this broad agenda, EGAT seeks to make the best possible technical
information available to those who need it, drawing on the strengths of the academic, as
well as practitioner, communities. EGAT develops tools that permit efficient analysis and
management of diverse problems and trains USAID partners in developing and transitional
countries. It stimulates cross-sectoral thinking that sheds more light on old issues;
promotes increased collaboration with other USG and international organizations; and
focuses on those actions that can make a difference.

In FY 2002 and FY 2003, the Bureau will program $152.9 million and $154.8 million,
respectively. These funds will be used for pilot activities including innovative sesearch,
formation of partnerships, project implementation tools and mechanisms, technical
expertise, and training. Through these activities, EGAT will provide the underpinnings for
effective Agency assistance programs in more than 70 countries worldwide.
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EGAT

PROGRAM SUMMARY

(in thousands of dollars)

FY 2000 FY 2001 FY 2002 FY 2003

Accounts Actual Actual Estimated Request
Child Survival and Disease Programs Fund 10,874 8,265 0 0
Development Assistance 118,757 150,692 162,800 154,800
Davelopment Fund for Africa (] 0 0 0
Economic Support Fund 10,000 0 0 0
Total Program Funds 139,631 158,857 152,900 154,800
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EGAT
PROGRAM SUMMARY
{in thousands of doflars)
Country/ FY 2000 FY 2001 FY 2002 FY 2003
Fund Account Actual Actual Estimated Recquest
Economic Growth and Agricultural Development
Child Survival and Disease Programs Fund (4] 0 (1] (4]
Development Assistance 73.121 93,527 83,691 86,706
Development Fund for Africa 0 0 0 0
Economic Support Fund 10,000 0 o (]
Total Economic Growth and Agricultural Development] 83.121 93,527 83,691 86,706
Environment
Develocpment Assistance 31,246 38,317 32,200 28,300
Total Environment 31,246 38,317 32,200 28.300
Human Capacity Development
Child Survival and Disease Programs Fund 8,534 5,925 o 0
Development Assistance 4,400 7,123 14,860 14,160
Total Human Capacity Development 12,934 13,048 14,860 14,160
Program Development and Strategic Planning
Development Assistance 1,750 2,965 11,149 14,634
Total Program Development and Strategic Planning 1,750 2,965 11,149 14,634
Women in Development
Child Survival and Disease Programs Fund 2,340 2,340 o L]
Development Assistance 8,240 8,660 11,000 11,000
Total Women in Development 10,580 11,000 11,000 11,000
Total Program Funds 139.631 158.857 152.900 154,800
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ECONOMIC GROWTH AND AGRICULTURE DEVELOPMENT

THE DEVELOPMENT CHALLENGE: One fifth of the world’s population, some 1.3 billion people, live
in abject poverty. More than 800 million people, mostly women and children go to bed hungry
every night. Trade and investment are the principal mechanisms through which deveioping
countries can integrate into world markets and are the conduits through which global market forces
spur economic growth. Faster economic growth is essential to achieving the international
development goal of reducing by one half the proportion of people living on $2 a day by 2015.
USAID efforts in economic growth and agricultural development reflect its commitment to broad-
based susteinable efforts to promote global peace and prosperity and to reduce hunger. In addition,
the strategic choices take into account longstanding Congressional interests in areas such as
agriculture and scientific research.

THE USAID PROGRAM: The Program supports three priority areas:

« promoting open and competitive economies;

e developing science and technology to improve agricuttural productivity, natural resource
management, markets, and human nutrition; and

« expanding access to economic opportunities for the poor.

In FY 2003, the Bureau for Economic Growth, Agriculture and Trade requests $86.706 million for
these activities. About 80% of USAID field missions have economic growth activities in their
programs.

T Funding Atiution by Ragion (FY 2068

L (=

This funding will reinforce Agency priorities by:

o providing technical leadership and funding worldwide research;

e supporting missions with services and expertise;

« developing the Agency’s economic growth officer cadre; and

s assuring inter-agency and other donor coordination on technical issues.

ON-GOING PROGAMS FOR WHICH NO NEW FY 2002 OR FY 2003 FUNDING 1S REQUESTED: Al
ongoing EGAD Strategic Objective programs will receive FY2002 and FY2003 funds.

OTHER PROGRAM ELEMENTS: The staff represents USAID in the interagencCy trade group led by
the U.S. Trade Representative. USAID has a lead role in assisting developing countries to meet
World Trade Organization standards for engaging in global trade. The staff sit on the inter-Agency
Working Group on Food Security and will participate in the World Food Summit and the World
Summit on Sustainable Development in 2002. The Office of Agriculture and Food Security Supports
Collaborative Research Support Programs (CRSP) and the Consultative Group on intemational
Agricutturel Research (CGIAR) system. The staff represent USAID in, three donor consultative
groups covering enterprise development and financial services: the Donors Committee on Small
Enterprise Development; the Working Group on Financial Sector Development, and the Consuftative
Group to Assist the Poorest — the micro-finance consultative body.
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OTHER DONORS: The offices collaborate with and help finance the Integrated Framework for Trade-
Related Technical Assistance to LDCs, which incorporates international trade into country
development strategies. The International Bank for Reconstruction and Development and these
offices helps LDCs foster poverty reduction strategy approaches in their development strategies as
well and spread best practices in micro-finance and business services. They also works with the
Food and Agriculture Organization, International Fund for Agricultural Development and other donors

to ensure policy coherence on common global development issues and better overall donor
coordination.
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Economic Growth and Agricultural Development
PROGRAM SUMMARY
{in thousands of doltars}
FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actual Actusl Estimated Request
Development Assistance 73. 2 93,527 83.69 86,706
Development Fund for Africa 0 0 0 0
Economic Support Fund 10,000 0 0 0
Total Program Funds 83.121 93,527 83,691 86,706
STRATEGIC OBJECTIVE SUMMARY
933-001 Improved access to financial and non-financial services for microenterprises of the poor
DA 14,866 15,036 0 0
DFA 0 o o o
933-002 Improved food availability, economic growth and conservation of natural resources through agricultural development
CsD 0 0 0 o
DA 52,234 65,160 0o o
933-003 Appropriate and functioning economic policies, market reforms, and institutions sre devaioped to accelerate economic growth in
DA | 917 | 5,792 | 0| o
933-006 Private sector business linkagss support U.S. technology transfer in support of development objectives
DA 2,510 4,000 4] )
- DFA 0 0 0 0
i 933-007 Increased science and technology cooperation among Middie Eastern and dmbﬂ countries, and utilization of U.S. and israel
DA 2,594 3.539 0 0
ESF 10,000 0 ] 0
933-008 Open, Competitive Economies Promoted
DA | 0| o} 12,600 | 12,600
933-009 Science and technology developed to improve sgricultural productivity, natural resource management, markets, human muarition
DA I o| ol 63.791 | 66.806
933-010 Access economic opportunities for the poor expanded
DA i ol 0] 3,800 | 3,800
933-011 Incressed technical cooperstion among middle sastem, developing countries, and the U.S.
DA | OT o} 3.500 | 3,500

Note: Strategic Objectives 1-7 have expired as notad in FY 2002 Budget Justification to the Congress.

e  Excludes $2.5 million in FY 2002 and $2.0 million in FY 2003 for an OYB transfer from the Africa Bursau for the Conguitative Group on
intemational Agricultural Research {CGIAR} activity.

e Excludes $14.5 million in OYB transters for FY 2002 and $13.5 million in FY 2003 for microenterprise activities. FY 2002 smount
Consists of $9.5 million from AFR and $5 miliion from LAC. FY 2003 amount consists of $8.5 million from AFR and $5 milion from LAC.
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ENVIRONMENT

THE DEVELOPMENT CHALLENGE: Sustainsble economic growth that alleviates poverty and human
suffering requires good management of natural assets and minimization of poliution. The loss of forests,
freshwater and biodiversity, inadequate and inefficient use of energy, and

Every year, five to six the explosive growth in the world’s urban centers undermine long-term
million people die in economic growth and thresten ecological systems. They also endanger
developing countries from |human health, and increase developing countries vulnerability to natural
water-borne diseases and | gisasters and conflict. Energy is the fuel for economic development, yet
air poliution; the lively- one-third of the world’s population has no access to reliable and
hoods of over one billion | 5stainable energy sources. The world's naturat resource base is rapidly
people are severely degrading with over 130,000 km2 of tropical forests lost each year, and
affected due to land the extinction of species is 1,000 times what would occur naturally.
degradation. Nearly haif of the world's population now fives in cities, and up to 50% of
(Source - World Bank developing country urban populations lack safe drinking water, shelter,
Environment Background | canitation or waste disposal. Furthermore, increases in global greenhouse
Paper for the World gas emissions, approximately fifty percent of which are produced in

| Development Report developing countries, threaten to disturb the delicate ecological balance,
2000/2001, Attacking disproportionately effecting the world's poor who are the least able to
Povertv. 2000.) adapt to these changes. Long-term economic growth depends upon

sustainably managing a country’s natural resources base, using energy to increase human productivity,
helping cities to provide services and markets, and having predictable seasonal and long-term climatic
conditions.

THE USAID PROGRAM: USAID invests in five key environmental areas:
biological diversity;

natural resources management;

urbanization;

sustainable energy production and use; and

global climate change.

In FY 2003, the Bureau for Economic Growth, Agriculture and Trade has requested $28.3 million for
environment. About 60% of USAID field missions have environmental activities in their programs.

EGAT Emwircnment Programe FY 2003 Funding EGAT Erwironment Funding Attribution by
Reguest by Objective $28.3 milion .
. Region (FY 2003)
24% [ o Biodiversity
: . S Natural Resources
Hurben Programs

'139(. & Energy N
% LBCIima'bChnng. AR LAC ANNE EAE Gobel
12%

In FY 2003, funding for environment programs will reinforce Agency priorities by:
* providing direct technical support to mission environmental programs;
* testing and replicating innovative approaches for environmental protection;
¢ providing technical leadership for Agency programs and training for Agency staff; and
* providing international leadership and outreach on environmental issues.
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ONGOING PROGRAMS FOR WHICH NO FY 2002 OR FY 2003 FUNDING IS REQUESTED: All current
environmental strategic objective programs will receive FY 2002 or FY 2003 funds.

OTHER PROGRAM ELEMENTS: In the Africa region, the biggest environmental problem is combating
desertification and mitigating the effects of drought. This office provides assistance in implementing
the U.N. Convention to Combat Desertification to which the U.S. is a party. The Asia and Near East
regions have significant urbanization problems and are expected to have approximately 17 mega cities
{cities with more than 10 million people. As a result of the planned prominence of water issues at the
World Summit for Sustainable Development (WSSD) in August of 2002, all regions and countries will
focus more on water issues. The role of environment in conflict overlaps activities of this office and

the Agency’s democracy and conflict programs.

OTHER DONORS: The WSSD's major topics include energy, water, sustainable agriculture, forests, and
tourism, including ecotourism. These are all areas where both bilateral and multilateral donors
(including United Nations agencies, the World Bank, the Giobal Environment Facility, regional
development banks in Africa, Asia, t atin America and Eastern Europe as well as with the European
Union, the Organization of American States) are mustering resources and efforts.
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Environment
PROGRAM SUMMARY

{in thousands of dollars)
FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actual Actual Estimated Request
Development Assistance 31,246 38,317 32,200 28,300
Total Program Funds 31,246 38,317 32,200 28.300
STRATEGIC OBJECTIVE SUMMARY

834-0011 Effective biodiversity conservation and management

DA [ 5,754 | 8,277 | 6.535 | 5.792
934-0012 improved management of natural forest and tree system

DA | 2,200 | 2,248 | 2.230 | 2,418
934-0013 Environment education and communication

DA | 1,350 | 1,690 | 1,600 | 1.750
934-0014 Increased conservation and sustainabie use of coastal and freshwater resources

DA | 1,851 | 3200 | 2,560 | 2,965
934-002 Improved management of urbanization in targeted areas

DA ' | 4,396 | 4,084 | 3.300 | 3,300
934-0031 Increased energy efficiency

DA | 3,980 | 3.239 | 3,600 | 3,000
934-0032 increased use of renewable energy resources

DA | 4,961 | 5175 | 4,200 | 3,600
934-0033 Clean energy production and use

DA | 3,951 | 4,455 | 4,200 | 3,400
934-004 Agency climate change program effectively implemented

DA | 2,803 | 5.949 | 3,975 | 2,075
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expansion of opportunities for continuous education to working adults are essential to raise
agricultural output/productivity, improve environmental stewardship, encourage ethnic tolerance and
respect for civil liberties, and build democratic values and practices. Additionally, there are specific
benefits linked to increased school sttendance among girls which iead 1o higher incomes, better
family health, increased child survival, smaller families, and improved social status for women.

THE USAID PROGRAM: The Program concentrates on:

* improving the quality and efficiency of basic education, particularly for giris;

* promoting new partnerships to improve the quality and relevancy of higher education and
workforce development:

¢ expanding training for future private sector, non-govemmental (NGO}, and government leaders;
and

¢ spreading the information technology (IT) revolution to the developing world and those in need.

For FY 2003, the Bureau for Economic Growth, Agriculture and Trade has fequested $14.16 million
for human capacity development programs. More than 70% of USAID field missions address some
element of education and training in their programs with thase funds.

HCD FY2003 Funding Request HCD FY2003 Funding Attributed
T by Objective (%) by Region ($millon)
culic $14.16 millon
3.7
3.1 3.1
21 21

S 4 N W s

AFR ANE LAC EAE EGAT

ongoing Strategic Objective programs in the Human Capacity Development Office will receive FY
2002 and FY 2003 funding.
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OTHER PROGRAM ELEMENTS: Since the April 2000 Dakar World Education Forum, USAID has
played a lead role in international education.  The USAID Administrator is the President’s
representative on the G-8 Education Task Force and serves on the Education for All (EFA) High Level
Group convened by the United Nations Educational, Scientific and Cultural Organization (UNESCO).
At the technical level, USAID is & core member of the EFA Donor Working Group and the
International Working Group on Education. To parailel other G-8 member commitments, USAID is
considering direct technical and financial support to UNESCO in its EFA secretariat and host-country
capacity building roles.

OTHER DONORS: Donor coordination is excellent in both education and IT. Under EFA, USAID has
strong, expanding ties with UNESCO (education statistics, education in crisis countries, host-
country capacity building), United Nations Children’s Fund (UNICEF) (girls education}, International
Labor Organization {ILO) (gbusive child labor), the World Bank (education policy and education
financing), and the United Kingdom (local ownership and community participation). The G-8
Education Task Force has helped focus international attention on EFA financing, capacity and policy
gaps at global and country levels. In IT, the G-8 DOT-FORCE has mobilized donor, private and non-
profit partners on developing country {T policy and access issues. Major partners are the United
Nations Development Program, UNICEF, the World Bank, ILO, UNESCO, Japan, UK., Germany, and
Canada. The new United Nations Information Communication Technology Task Force will also carry
out DOT-FORCE follow-on work in coordination with USAID and the U.S. Department of State.
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Human Capacity Development

PROGRAM SUMMARY

{in thousands of doflars}
FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actusl Actual Estimated Request
Child Survival and Disease Programs Fund 8,534 5,925 0 0
Development Assistance 4,400 7.123 14,860 14,160
Total Program Funds 12,934 | 13.048 14,860 14,160
STRATEGIC OBJECTIVE SUMMARY
935-001 Improved and Expanded Basic Education, Especially for Girls, Women, and Other Under-served Populations
CsD 8,534 5,925 1] 0
DA o} o 7.260 7.660
935-002 Higher Education Strengthens the Capacity of Institutions, Communities, and Individuals to Meet Local and National
DA | 2,500 | 3.495 | 3,000 | 2,500
935-003 Training Improves Work Performance of Host-Country Trainees and EHectivensss of Host-Country Organizations
DA | 900 | 1033 | 1,100 | 1,100
935-004 Access to and Application of Information and Telecommunications Services Expanded
DA [ 1,000 | 2,595 | 3,500 | 2,900
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OFFICE OF WOMEN IN DEVELOPMENT

THE DEVELOPMENT CHALLENGE: Development effectiveness and U.S. vaiues of fairness demand
that both women and men have opportunities to participate in and
Women and girls represent benefit from USAID programs. This program implements those values
ﬁrﬁmmt of the across the Agency in ways that bolster developmental impacts and

> — support activities that incresse the integration of gender
W 710% of the considerations across all sector programs. The office also identifies
ai:solutem people u])x.‘; n and initistes work on emerging issues with a critical gender dimension
[UNDevp Fu nndi m)for W&m] such as trafficking, conflict resolution, information technology, trade,

) and the linkage between women's status and HIV/AIDS.

THE USAID PROGRAM: The Program’s four objectives concentrate on:

+ reducing gender-based constraints to economic growth;

¢ mobilizing focal constituencies in selected developing countries to improve girls’ education;
e improving protection of women's legal rights; and

* increasing integration of gender considerations in USAID programs.

For FY 2003, the Bureau for Economic Growth, Agriculture and Trade has requested $11 million for
these activities.
FY 2003 Funding Request by Objective

Funds Attribution By Ragion

The office reinforces equality between men and women and USAID's effectiveness by:

* assisting USAID missions and offices in understanding the differential impacts of programs on
men and women and the unique contributions that men and women make to development;

s working with local non-governmental organizations {(NGOs) to increase opportunities for women;
and .

» taking a leadership role on emerging issues that particularly affect women.

ON-GOING PROGAMS FOR WHICH NO NEW FY 2002 OR FY 2003 FUNDING IS REQUESTED: Al
ongoing Strategic Objective programs in the Office of Women in Development will receive FY 2002
and FY 2003 funding.

OTHER PROGRAM ELEMENTS: USAID's programs promote institutional reforms to extend basic
economic rights to women, such as the right to own or inherit property. They also focuses on
democracy and governance, particularly with regard to rule of law and strengthening civil society
organizations to advocate for women's legal concerns. USAID-financed micro-credit programs
enable thousands of women to become small-scale entrepreneurs. USAID's support for girls’
education includes strengthening the performance of public and grivate sector institutions,
improving knowledge of issues as they pertain to girls, mobilizing leaders, broadening community
participation and strengthening teachers performance. USAID frequently works through local
associations and women’s groups that have been organized by women to help them identify and
meet their own needs.
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USAID is responding to new and emerging issues that disproportionately affect women, such as
trafficking in persons. The office helps to establish programs to lessen the vulnerability of women
and children to traffickers and is the Agency coordinator for USAID's anti-trafficking efforts.
USAID's anti-trafficking programs focus primarily on the prevention and protection aspects of this
problem. The include programs to educate vulnerable women to the dangers of trafficking, provide
vocational training and support to former victims, and cooperate with governments and NGOs to
raise overall awareness of this important issue.

OTHER DONORS: The office coordinates USAID's anti-trafficking prevention activities closely with
the U.S. Department of State's newly-created Office to Monitor and Combat Trafficking in Persons
and other U.S. Government agencies, such as the U.S. Department of Labor. In addition, the office
collaborates with international donors, such as the International Organization for Migration to help
implement some USAID anti-trafficking programs in country. The office supports the Organization
for Economic Cooperation and Development/Development Assistance Committee's Gender Equality
Working Group and the Informal Network on Poverty Reduction as part of a wider effort by bilateral
and muiti-lateral donors to address the integration of gender into development programs. The
office has working relationships with other donor agencies such as the United Nations Development
Program and the World Bank, which are in process of implementing recommendations toward
gender mainstreaming in their organizations. Gender issues in Afghanistan are being discussed with
the United Nation's Development Fund for Women and other bilateral donors. The Ford Foundation
helped support the office’s program on African Women Leaders in Agriculture.
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Women in Development
PROGRAM SUMMARY

{in thousands of dollars)
FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actual Actual Estimated Requeest
Child Survival and Disease Programs Fund 2,340 2,340 0 0
Development Assistance 8.240 8.660 11,000 11,000
Total Program Funds 10.580 11,000 11,000 11,000
STRATEGIC OBJECTIVE SUMMARY
941-001 Gender-based constraints to economic growth policies and programs increasingly addressed
DA 3,337 | 3,580 | 2,440 | 2.440
941-002 Broad-based, informed constituencies mobilized to improve girls* education in emphasis countries
Csb 2,340 2,340 0 Y
DA _ 0 0 2,340 2,340
941-003 Women's legal rights increasingly protected
DA | 2,395 | 2,599 | 3,020 | 3,020
941-004 Greater reflection of gender considerations in the Agency's work
DA | 2,508 | 2,481 3,200 | 3,200
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OFFICE OF PROGRAM DEVELOPMENT AND STRATEGIC PLANNING

THE DEVELOPMENT CHALLENGE: This office in EGAT is primarily responsible for ensuring that
program activities are efficient and achieve stated results, and that program funds are adequate and
efficiently mansged. This office also focuses on regional coordination, efficient internet-based
communication systems, and evaluations and program monitoring. This office coordinates two
separate program activities: collaboration with the U.S. Peace Corps and managing activites under
the bureau’s program development and learning objective. Since 1985, the U.S. Peace Corps and
USAID have worked in partnership to enhance the impact of development programs in over 70
countries. Through this program, Peace Corps staff and volunteers identify common community
concerns, and USAID and Peace Corps develop stratsgies to address them. The technical skill of
Peace Corps voluntesrs enable communities to address and resolve pergistent development
problems by utilizing low-cost, grassroots development approaches. The strategic objective for
program and development funds activities that enable the Bureau to fulfill its mandate to evaluste
programs, develop new initiatives, and respond to worthy unsolicited project ideas.

THE USAID PROGRAM: The program covers the two objectives.

The USAID/Peace Corps program pursues four USAID priority goal areas:
* stimulating economic growth and agriculture development;

¢ improving globat heaith and HIV/AIDS trestment;

s protecting the environment; and

* education and training.

Activities also include small-scale community capacity building, management training, technical
assistance, information dissemination and a community small-grant program. Over to 50% of the
total resources managed through this program come from USAID field missions.

The Bureau Program Development and Learning objective introduced late last year allows the Buresu
to finance program development costs, program assessments, special projects, evaluation efforts
and better information management tools. It enables the Bureau to pilot new program initiatives
through competitive or unsolficited processes and to design and support program evaluations. The
program will develop knowledge-sharing technologies to enhance USAID staff and contractor
effectiveness in implementing programs, and expeand information technology systems to improve
communications via intranet and extranet.

ON GOING PROGRAMS FOR WHICH NO NEW FY 2002 OR FY 2003 FUNDING IS REQUESTED: The
Office of Program Development and Strategic Planning will receive FY 2002 or FY 2003 funding for
these activities.

OTHER PROGRAM ELEMENTS: N/A

OTHER DONORS: N/A
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PROGRAM SUMMARY

{in thousands of doliars}

Program Development and Strategic Planning

FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actual Actual Estimated Request
Development Assistance 1,750 > 2,965 11,149 14,634
Total Program Funds 1,750 2,965 11,149 14,634
STRATEGIC OBJECTIVE SUMMARY
940-001 Enhance communities' capabilities to conduct low-cost, grass-roots, sustainable development activities
DA | 1,750 | 2,965 | 1,000 | 1,000
940-003 Program development and learning activities
DA | 0] o] 10,149 | 13,634
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DEVELOPMENT CREDIT AUTHORITY (DCA)

Private investment and effective credit markets are critical for economic growth in developing
countries. Significant private domestic capital exists in most of these countries but is not properly
mobilized and put to work. Many developing countries are net exporters of capital in the absence of
local credit markets and sound investment vehicles. Huge sums of privately owned LDC capital are
held “under the mattress” or in banks that lend only to large customers who can put up collateral
worth 100-200% of the loan. Economic growth will not happen until local capital can be mobilized
properly and put to work. DCA assistance induces local currency lending to creditworthy, but
historically underserved markets.

The U.S. has comparative expertise in financial intermediation. A combination of grant-financed
training and technical assistance supported by true risk-sharing DCA guarantees is a powerful tool
for change. Experience has shown that true risk-sharing guarantees supported by carefully focused
technical assistance can effectively address credit market imperfections.

While not appropriate in every circumstance, DCA has already proven quite effective in channeling
resources to micro-enterprises, small- and medium-scale businesses, farmers, mortgage markets and
certain infrastructure sectors, especially energy. Since its inception four years ago, USAID
missions’ demand for DCA guarantees has grown rapidly. increasingly, private-sector activities
formerly assisted through grant funding are now being assisted with disciplined, less costly DCA
credit enhancement. As private banks and investors successfully experiment in providing credit to
underserved sectors with DCA credit enhancement, new economic relationships are forged with the
expectation that credit will continue to flow to these sectors when DCA assistance is no longer
available.

DCA is an alternative use of existing

appropriations whereby funding from other FY @ Diovalbogurnt Covdll Prnjute
USAID-managed accounts can be transferred to Sectumd Ditefation
the DCA account, subject to an annuai Aptinaia
Congressional ceiling, and used to pay for the UrbaaBer ™

costs of more disciplined, less costly credit
assistance. DCA augments grant assistance by
mobilizing private capital in developing countries
for sustainable development projects, thereby
supporting the capacity of host countries to
finance their own development. Dowiop
-

3

DCA-funded activities will conform to the
following guiding principles:

» Projects contribute to the achievement of USAID objectives;

Risk is shared with private sector partners who bear the majority of risk;
Prudent independent risk management methods are used to assess project risk;
Projects will address market failure; and

DCA will emphasize credit support to non-sovereign transactions.

DCA supports the private sector and requires partnership with private enterprise using its own
capital. DCA is especially effective in stimulating economic-growth and sgricultural development.
For instance, DCA has been used to channel $2.5 miliion in loan capital to micro-entrepreneurs in
Mexico City, and $6 million to a mid-sized enterprise in Brazil to support the use of renewable
energy. DCA has also proven useful in promoting giobal health by directing local capital to finance
potable water and sanitation systems for poor people in Honduras and South Africa.
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Since the inception of DCA in 1988, a

total of twenty-two projects in fourteen

countries have been approved. These wmmmmn;:&mjm
projects established a credit portfolio of

$221 million in local currencies at a cradit Agribusiness

subsidy cost to the Agency of $8 million. Urban/Env 2% Houstng/Mort

The contingent liability of the existing
DCA portfolio amounts to $101.3 milfion.
The chart illustrates the sectoral
distribution of DCA activities to date.
Insofar as it remains a demand-driven 24%

mechanism, it is not possible to precisely Emterprise 8%
predict the exact distribution of FY 2003 Develop. :
15%

activities.

For FY 2003 USAID is requesting $7.591 million in directly appropriated funding for administrative
expenses. The Agency is requesting authority to transfer FY 2003 appropriations to the DCA
account, subject to the limitation that the sum of FY 2002 and FY 2003 transfers do not exceed
the $18.5 million transfer authority established in the FY 2002 appropriations act.

FY 2001 FY 2002 FY 2003
Actual Appropriation Estimate
Credit Subsidy
Transfer authority for DCA [5,000,000) [18,500,000] -
Appropriation for DCA 1,500,000 - -
Appropriation for MSED Program 1,500,000 - -
Appropriation for UE Program - -
Administrative Expenses
Appropriation for DCA 4,000,000 7,500.000 7,591,000
Appropriation for MSED Program 500,000
OE Funding for MSED Program 508,000 -
Appropriation for UE Program - -

Conforming with the Federal Credit Reform Act of 1992, the $7.591 million appropriation request
for credit administrative expenses reflects the total cost of the development, implementation and
financial management of all Agency credit programs, including costs previously funded by the
Agency OE appropriation. It covers 26 full-time staff for management and oversight of a portfolio
of prior USAID direct loans and guarantees, new and continuing DCA projects, and it funds direct
support to field missions, legal support, financial, and accounting services.

In FY 2003, EGAT/DC will assist Missions in such activities as bond financing, micro-, small and
medium enterprise {MSME) development, competitive financial services, and creative municipal
financing and clean energy. Activities funded through DCA add value to the Agency’s overall
efforts by:

« Demonstrating to financial institutions in developing countries that mobilizing local private
capital to fund activities in their own countries are profitable, worthy ventures;

¢ Creating Competitve Markets by providing local financial institutions with an incentive to
engage in providing financial services to historically disadvantaged social groups and all viable

€economic sectors;
« Improving Policies and Increasing Transparency within financial institutions and the legal

framework guiding those organizations;
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Establishing Efficient Credit Markets by helping institutions develop business plans, revise credit
policies and train staff properly; and

Increasing Employment through increased lending to MSMEs and spillover effects into related
and peripheral sectors.
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BUREAU FOR GLOBAL HEALTH

THE DEVELOPMENT CHALLENGE: Investing in the health of the world’s population serves U.S.
national interests by contributing to giobal economic growth, a sustainable environment, and
regional security. Recent evidence supports the linkages of good health to improvements in
productivity and poverty reduction. High levels of disease can slow or even halt economic growth.
Likewise, control of infectious diseases, good nutrition and stabilization of population size are
essential to sustainable development; indeed, they are fundamentally interdependent. People can
contribute more fully to the social and economic progress of their community and nation when they
are well nourished, free from diseases, and given adequate information to make informed decisions
about their own family size. Reduced population pressures also lower the risk of humanitarian crises
in countries where population growth rates are highest. In addition to enhancing livelihoods of
people overseas, protecting human health and nutrition in developing and transitional countries
directly affects public health in the U.S. by preventing the spreads of diseases that know no
borders. These concerns are articutated in the US Department of State foreign policy objectives for
health and population. To that end, USAID serves as the chief implementing agency to carry out
the U.S. government’s mandates.

The rapid spread of HIV/AIDS in many parts of sub-Saharan Africa, South and Southeast Asia, and
the Caribbean presents a special development challenge. By devastating the most productive
members of society, the disease drains the country’s human and financial resources. In recent
years, the AIDS pandemic alone stands to reverse decades of life expectancy and other health gains
in sub-Saharan Africa, contributing to weakened prospects for economic growth and civil society
stimulation. In 2002, this incurable virus has reached a magnitude exceeding any historical ravage
from a single disease. In response, the Administration has highlighted HIV/AIDS and infectious
diseases as high priority global concerns and threats tc U.S. national security.

In response to these challenges, USAID created the Bureau for Global Hesith {GH) to serve as the
locus of technical leadership for USAID in health. GH is vested with primary responsibility for
research contributing to overall USAID's strategic objectives in international heaith. it investigates
and produces innovations and develops pilot projects for broad application. GH also draws on the
most advanced knowledge in health technical matters and shares that knowledge with fieid
missions, donors, and partners at all levels.

BUREAU FOR GLOBAL HEALTH PROGRAM: In order to serve the USAID strategic objectives for
health, GH provides leadership and technical expertise in the areas of HIV/AIDS, infectious diseases,
child survival, maternal health, nutrition, and family planning. As such, GH aligns USAID resources
with identified public health and development needs, and influences the global health priorities of
partners and stakeholders. GH becomes the repository for state-of-the-art thinking in biomedical,
social science, and operational research. It produces results that can be disseminated and replicated
at USAID missions throughout the world. GH also helps ensure compliance with congressional
directives and legislative intentions, and develops mechanisms for overall program evaluation and
performance measurement. The expansive perspective of USAID is critical given that diseases are
borderless - TB being the most recent example — and USAID works to mitigate their negative
impact before they become serious global health threats.

USAID programs in internationat heaith engage in the following five priority areas:

reducing HIV/AIDS transmission and mitigating its impact;

reducing deaths from infectious diseases of major public heaith importance;
increasing the use of key maternal heaith and nutrition interventions;
increasing the use of interventions to improve child health and nutrition; and
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* increasing the use of voluntary practices to reduce fertility and improve reproductive health.

GH’'s programs are primarily funded through the Child Survival and Health (CSH} Fund of the
Development. Assistance account. Field programs for HIV/AIDS and population receive additional
support from other accounts, inciuding the Economic Support Fund, Freedom Support Act, and
Assistance to Eastern Europe and Baltic States. The FY 2003 request for the Bureau for Global
Health is $304.8 million (including $3.8 Development Assistance Fund for Displaced Children &
Orphan Fund), down from the FY 2002 level of $326.1 million. The FY 2003 funds will be
allocated as follows:

$65.5 million {22%) for HIV/AIDS;

$35.8 million (12%) for infectious diseases;

$52.7 million {17%) for child survival and maternal health; and

$150.8 million (49%) for reduced fertility and improved reproductive health.

In the coming year, USAID will substantially increase the resources it devotes to HIV/AIDS
programs. GH has already established a new Office of HIV/AIDS and begun to realign its programs
and staffing to support its expanded efforts in this area. These expanded efforts seek to monitor the
spread of HIV/AIDS in sub-Saharan Africa and other parts of the developing world and improve the
quality of life of those infected and affected by the disease. GH will also continue with its
commitment to reduce the incidence of TB, malaria and other major infectious diseases. More
generally, USAID’s efforts to improve health conditions in the developing world and stabilize
population growth directly contribute to economic growth and political stability while at the same
time helping to reduce environmental degradation. Improved health and nutrition are key
contributors to increased economic productivity and the reduction of poverty.

GH addresses USAID's priority areas through a combination of technical support to the field,
research and evaluation, and global leadership.

Field-Driven Program Design and Comprehensive Technical Support: GH has developed an
innovative approach to program design that is rare in the development field. In contrast to typical
practice, GH follows a field-driven, field-criented and field-based approach to developing and testing
new technologies and methodologies. This is especially important in the rapidly changing health
field. The approach generally includes the following steps: {1) need or problem identification (to
which field missions contribute); (2} product and program development; (3) field testing, validation,
and refinement; (4) field marketing and scale up; and {5) institutionalization at the field mission
level. This approach has a long history of success and has been instrumental in diffusing
technologies and innovations from north to south and from south to south. GH supports its state-of-
the-art design activities with comprehensive technical support that maximizes the chances for
programmatic success. To this end, GH manages activities that incorporate and adapt experience
and knowledge gained worldwide to support and complement mission health programs. Missions
expect GH to provide them with state-of-the-art tools and technologies to apply to local problems,
helping them to “push the technical envelope” and encouraging cost-effective approaches to
programming. GH's support includes research, policy development, information, services, training,
commodities, and evaluation.

Timely and Authoritative Research: GH is a leading sponsor of biomedical, operations, and
behavioral research. GH promotes the development, testing and dissemination of new tools,
technologies and approaches to combat critical health problems, strengthens program effectiveness,
and surmounts policy constraints. GH has played a key role in developing new, cost-effective
technologies such as oral rehydration salts, simple disease diagnosis, new contraceptive and
birthing methods, and the use of vitamin A to enhance child survival. USAID supported studies that
proved the linkage between provision of voluntary, confidential HIV counseling and testing and
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behavior change for at-risk population. In addition, GH has taken the lead in the development of
indicators and methods to evaluate programmatic success and monitor trends in the health sector.
Other donors and international agencies rely heavily on this work for policy development and
program pianning.

Global Leadership and High-impact Partnerships: USAID is a recognized leader worldwide in heaith
and exercises its leadership through the technical expertise of a multi-disciplinary staff. GH's global
leadership focuses on fostering technicai innovation, promoting policy disiogue and encouraging
increased mobilization of resources for health activities. This leadership helps achieve USAID
agency-wide resuits by increasing the opportunities for, and likelihood of, successful health
programs and by encouraging the wider global community of countries, donors and non-
governmental organizations to adopt new technologies and approaches and pursue USAID priorities
and goals.

Recent USAID’s success stories in Technical Support, Research, and Global Leadership:

e USAID’s HIV/AIDS strategy has supported programs that helped reduce HIV incidence in young
adults, preventing, and even reversing major epidemics in some high prevalence countries. For
example, USAID's support was instrumental in reducing HIV prevalence in 15-24 year olds in
urban areas of Uganda by 50% and nationally by one-third.

* In the past five years, USAID missions have helped developed tools such as HIV/AIDS education
and intensive behavior change programs that reached over 30 million people and trained over
180,000 new HIV/AIDS counselors and educators worldwide.

* Working collaboratively with international and national agencies as well as host governments,
USAID has developed improved systems and tools for HIV/AIDS surveillance, resource
management, and mechanisms to determine program progress and impact.

e USAID hes launched an intensive initiative to combat malaria that involves commercial
marketing and distribution of insecticide-impregnated bed nets. The initiative promises to save
tens of thousands of lives, especially of children, in the immediate years ahead.

+ Research supported by USAID demonstrate that supplemental vitamin A reduces mortality from
al! causes by 23%-34% in children under five years of age in populations where vitamin A
deficiency is prevalent. As a result, routine vitamin A supplementation has become policy in
much of the developing world.

s USAID has been the leader in establishing national vitamin A programs in more than 50
countries, delivering over 100 million doses annually. The World Health Organization estimates
that these programs are averting more than 240,000 child deaths each year.

e USAID played a key role in establishing the Global Alliance for Vaccines and immunization fund
{GAVI), which aims to improve access and expand the use of vaccines, accelerate research and
development, and make immunization coverage a centerpiece of intemational development. Of
the total funding of $1 billion, USAID is expected to contribute $53 million in FY 2002,

¢ USAID ailso led in the establishment of the Global TB Drug Facility. Through streamlining the
standardization of drug products, buitk buying procurement system, and competitive bidding
processes, the GDF has cut TB drug prices for a six-month course of treatment to $10, a 30%
reduction compared to previous international drug prices. Sixteen countries have already been
approved for GDF support.

e USAID was instrumental in introducing safe injection technology for injectable contraceptives,
which promises to improve safety for family planning clients and health workers, thereby
expanding contraceptive coverage.

e New partnerships were developed with the commercial! sector to provide contraceptive
protection to three million new couples, leading to less dependency on donor assistance for
family planning services and ensuring sustainability of the program.

Plans to build upon these successes in FY 2003 are included in the Progress Data Sheet.
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ONGOING PROGRAMS FOR WHICH NO FY2002 & FY2003 FUNDING IS RQUESTED: No programs
will be deleted. However, given necessity for development choice, assistance for chiid survival and
maternal health, vulnerable children, and infectious disease will decrease.

OTHER PROGRAM ELEMENTS: In addition to providing overall field technical support, 63 field
missions address at least one of the five health priority areas in their programs through the GH field
support mechanism. Approximately one third of the country-level health and population sector funds
flow back to GH to utilize centrally-managed instruments for programming and implementation.

USAID also coordinates its population, health and nutrition programs with the Departments of
Health and Human Services, Agriculture, State and Treasury, as well as with the Centers for
Disease Control and Prevention, the White House and other bilateral and multilateral agencies, and
non-governmental agencies. Increasingly, USAID is working with the private and commercial sector
- industry and foundations - to take advantage of technical and financial synergies in facing the
challenge to improve global health.

OTHER DONORS: USAID has exceptional relationships with key multilateral (e.g. U.N. Children
Fund, U.N. Population Fund, Joint U.N. Program on HIV/AIDS, World Health Organization} and
bilateral agencies (e.g. United Kingdom, Japan, Germany, Canada), private foundations {(Gates,
Packard, Hewiett), as weil as with the public and non-profit sectors. USAID also plays a lead role in
the development of The Global Fund to Fight HIV/AIDS, TB and Malaria, an entity dedicated to
mobilize resources in the fight against the world’s major infectious diseases. USAID brings its
trademark technical expertise to these partnerships. Leveraging this contribution along with
significant financial resources, the U.S. government has marked impact on health policy and
programs at both the global and country levels.

" USAID and the major partners in the health sector focus on the most pressing global health issues,
including the HIV/AIDS pandemic, infectious diseases, child survival and maternal health and
reproductive health. Despite having a different strategic approach toward development compared to
United Nations Agencies and most other bilateral donors, which emphasize poverty alleviation over
sustainable development, USAID has been able to achieve fruitful collaborations with partners to
bring about health improvements for the world's population.

The following examples highlight the successful partnerships that have been forged with various
organizations:

e A senior Bureau staff member has been seconded to serve as the Transitional Support
Secretariat Chair of The Global Fund to Fight HIV/AIDS, TB and Malaria. He's working with 38
members in the Fund’s creation.

« Giobal Alliance to improve Nutrition (GAIN) is a collaborative effort to make competitive grants
to developing countries in support of food fortification and other sustainable micronutrient
interventions. The main players include UNICEF, Canadian International Development Agency,
Bill and Melinda Gates Foundation, USAID and several private food companies.

s In collaboration with other bilateral donors, USAID has been an active member of the UN Special
Session on Children Preparatory Committees.

« Addressing the issue of contraceptive commodity security, GH is active in UNFPA's
Commodities Working Group, which strives to address the supply side of this global issue.

e GH is working with the UN Foundation to secure matching funds for UN agencies to carry out
collaborative safe motherhood initiatives. The first such program is currently in development in
Nepal.
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Bureau for Global Health

PROGRAM SUMMARY
{in thousands of dollars)
FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actual Actual Estimated Request
Child Survival and Disease Programs Fund 123.960 229,392 ] 1]
Child Survival and Health Programs Fund 0 0 322,300 0
Development Assistance 137,130 158,323 3,800 304.800
Total Program Funds 261,090 387,715 326,100 304.800
STRATEGIC OBJECTIVE SUMMARY
9360011 New and Improvad technologies and approached for contraceptive methods and family pianning identified, developed, tested,
CSH v 0 47,173 4]
DA 486,757 49,559 0 47,173
936-0012 Improved policy environment and increased global resources for famity planning programs.
CsSH 0 0 8.438 0
DA 10,073 10,016 0 8.438
936-0013 Enhance capacity for national programs {public, private, non-governmental organization and community-based institutions) to
CSH 0 0 43,924 1]
DA 34,324 38,508 ¢ 43,924
936-0014 Increased access to, quality of cost-effectiveness of, and motivation to use family planning, breastfeading. and selacted
CSH 0 0 51,265 (¢}
DA 42,226 56,490 0 51,265
936-002 Increased use of key maternal hesith and nutrition interventions
csD 16,232 14,140 0 o
CSH 0 c 15,000 0
DA 0 o] 0 12,168
'936-003 Increased use of key child health and nutrition interventions
CsD 48,648 96,525 o 0
CSH 0 0 44,800 o
DA 3,750 3,750 3,800 40,532
936-004 Increasad use of improved, effective, and sustainable responses to reduce HIV transmission and to mitigate the impact of the
CsD 38,750 77.259 0 0
CSH 0 o 62,000 0|
DA [ 0 o 5,506 |
936-005 Increased use of effective interventions to raduce the threat of infectious diseases of major public health importance
csD 20,330 41,468 o o
CSH 0 o 49,700 o
DA 1] 0 o 35,794

Total Transfers
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Bureau for Management

PROGRAM SUMMARY
(in thousands of doliars)
FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actual Actual Estimated Request
Devslopmeant Assistance 1,750 1,397 1,500
Total Program Funds 1,750 1,97 1,500
STRATEGIC OBJECTIVE SUMMARY
969-010 Information Technology Transier
DA 1,750 I 1.3971 1,500 l

PREVIOUS PAGE BLANK
167




Bureau for Policy and Program Coordination

THE CHALLENGE: USAID is entering a period of significant reorientation and raform. These
changes will help USAID better support U.S. national interests overseas and play an appropriate
leadership role in the development community. The Bureau for Policy and Program Coordination
(PPC) has central responsibility for helping USAID meet this challenge by setting USAID’s
development policies and strategic budget.

THE BUREAU PROGRAM: The following Program Data Sheet covers the single strategic objective
jor which this USAID/Washington bureau is requesting funds.

These resources wili allow PPC to carry out its mandate as the Agency’s center of ideas regarding
development and humanitarian assistance, exercising strong intellectual leadership in the
development community. In this role, PPC will set and support policy on foreign assistance. PPC
will also support effective program management (design, implementation, monitoring and
evaluation), and improve the linkage between policy and resource aliocation. PPC will help integrate
conflict prevention and counter-terrorism into USAID's culture and programs, and will help improve
the Agency’'s knowledge management capacity to support its priorities. The PPC Bureau will
continue to lead Agency reforms in programming, budgeting and reporting practices, and to
participate actively in efforts to reform and simplify USAID’s management systems. The overarching
goal is to maximize the impact of USG investments in international development activities. PPC
coordinates its efforts with the Congress, the Office of Management and Budget, the State
Department, and other donors.

FY 2002 funds will be used to implement the Agency programs of policy development and
coordination, operational program guidance and oversight, simplification of performance reporting
systems, donor coordination, program evaluations, and development information services. PPC also
intends to use FY 2002 funds to carry out seminars and fora on such topics as terrorism and
deveiopment, poorly performing countries, and conflict prevention in a post-September 1
environment. The specific activities to be funded by EY 2002 and FY 2003 appropriations are
described in more detait in the following Program Data Sheet. PPC will use $12.1 million of the FY
2003 request to fund ongoing efforts.

ONGOING PROGRAMS FOR WHICH NO FY 2002 OR FY 2003 FUNDING 1S REQUESTED: None.

OTHER PROGRAM ELEMENTS: N/A

OTHER DONORS: PPC represents USAID in various Organization for Economic Cooperation and
Development {OECD) Development Assistance Committee (DAC) fora, including the DAC Expert
Groups on Evaluation, Poverty and Conflict. PPC works in collaboration with multi-lateral and
bilateral donors, such as the World Bank, the European Union, the G-8 members, the United
Nations, the Inter-American Development Bank, the Asian Development Bank, the African
Development Bank, the United Kingdom, Japan, and Germany on current and future development
activities, and on evaluation of past development programs.

169
PREVIOUS PAGE BLANK



Bureau for Policy and Program Coordination

PROGRAM SUMMARY
{in thousands of dollars)

FY 2000 FY 2001 FY 2002 FY 2003

Accounts Actual Actual Estimated Request
Child Survival and Disease Programs Fund 2,639 3,022 (o] 1]
Child Survival and Health Programs Fund G (s) 5,400 0
Davelopment Assistance 4,619 4,796 6.445 12,100
Total Program Funds 7.258 7.818 11,8456 12,100

STRATEGIC OBJECTIVE SUMMARY
996-013 Learning from Experience

csD 2,639 3,022 0 (]
CSH ¢] 0 5,400 0
DA 4,619 4,796 6,445 12,100
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GLOBAL DEVELOPMENT ALLIANCE

THE DEVELOPMENT CHALLENGE: Public-private alliances, as promoted by USAID’s new Global
Development Alliance (GDA) Secretariat, represent an important business model for USAID, and are
applicable to many of the Agency’s programs. USAID will serve as a catalyst to mobilize the ideas,
efforts, and resources of the public sector, corporate America, the higher education and non-
govemmental organization (NGO) communities and other partners in support of shared objectives.
GDA builds on many successful alliances around the world and seeks to take the best of those
experiences and significantly expand this approach to meeting development objectives. Under the GDA
and related efforts, USAID will collaboratively create alliances that bring new partners, innovations, and
resources {o development challenges.

THE USAID PROGRAM: The Program Data Sheets provided below cover the objectives for which
USAID is requesting funds. The GDA approach recognizes significant changes in the assistance
environment around the world. It builds on decades of experience working effectively with partners, both
public and private, to take assistance to the next level of shared responsibility and magnified resuits.
GDA brings a mix of new partners, including NGOs, private voluntary organizations (PVOs). cooperatives,
foundations, corporations, higher education institutions and even individuals to the development
challenge, and it will engage cument partners in'new ways. A GDA Secretariat was established as a
temporary unit to provide leadership and direction across the Agency for rapid and full integration of this
business model into USAID business operations. The intent is to mainstream a public-private alliances
approach and the continued need for the GDA Secretariat will be reviewed at the end of FY 2003.

GDA entails the mobilization of significant non-U.S. Govermnment resources - partners are to bring at least
as many resources to the table as those provided by USAID. Resources may take the form of funding, in-
xind contributions, human resources, or intellectual property. GDA uses collaborative objective setting as
a catatyst to mobilize ideas and resources of many actors in support of shared objectives. Development
problems and solutions are jointly defined. GDA seeks to improve the quality and extent of partnerships,
catalyze private financing of development assistance, and enhance policy reform through advocacy.
GDA responds to a growing intemational view that public commitment and resources alone are necessary
but not sufficient to meet development needs and opportunities.

ON-GOING PROGAMS FOR WHICH NO NEW FY 2002 OR FY 2003 FUNDING 1S REQUESTED:
None.

OTHER PROGRAM ELEMENTS: USAID has considerable experience with the development of sirategic
partnerships. The following are but a few of the many successful alliances currently in place.

e« The Global Alliance for Vaccines and Immunization (GAVI) is a partnership between the Gates
Foundation (which provided a $750 million financiat commitment), USAID, intemationatl institutions
including the World Bank, United Nations Children's Fund, the World Health Organization, the
pharmaceutical industry and others to address the 30 mitiion children every year who do not receive
vaccinations.

o Conservation international has partnered with Starbucks Coffee in a USAID program to promote more
remunerative and environmentally sound coffee production in the buffer zone surrounding the El
Triunfo Biosphere Reserve in Mexico.

o The Parks in Peril program, which has mobilized more than $70 million of non-USAID funding, is a
partnership among USAID, The Nature Conservancy, local NGOs, and local government agencies fo
ensure the protection of up to 37 critically threatened Latin American and Caribbean national parks

and reserves of global significance.

The formation of the GDA piltar expresses USAID's strong commitment to developing future alliances that
will bring to bear significant resources, expertise, creative approaches and new technologies o address
international development issues.
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OTHER DONORS: Corporate philanthropic giving, including that for international programs, has risen
significantly. PVOs have grown in number, reach and capability. (In 1970, there were 18 PVOs receiving
USAID funding; in 2000, there were 195.) in developing and transition countries, corporate philanthropy
and activism among community, voluntary and non-governmental groups are growing. There is
considerable untapped potential for U.S. private industry, faith-based and community organizations,
universities, and other groups, both in the U.S. and overseas, to support the development process in a
focused and synergistic manner. Numerous federal agencies, state governments, and even
municipalities are involved in development assistance activities overseas. These activities are generally
narrow in scope but increasingly involve substantial resources. Public-sector efforts can be better
coordinated in order to achieve maximum support of U.S. strategic aims. The capabilities and resources
of the public, private, and NGO sectors can also be better harmonized to create a "bigger pie" for
international development assistance and to allocate resources strategically. As the lead public-sector
agency in development assistance, USAID has a critical role, based on its long experience and continuing
presence overseas, to play in analyzing priorities, supporting host governments in policy reform,
implementing development assistance activities, and stimulating private resource flows to meet U.s.
foreign policy goals.
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GDA-Secretariat
PROGRAM SUMMARY

{in thousands of dolars}
FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actual Actual Estimated Request
Development Assistance Q 2.000 20,000 30,000
Total Program Funds 0 2.000 20,000 30.000
STRATEGIC OBJECTIVE SUMMARY
020-001 Program Development and Leaming: Global Development Alliance
DA | 0] 2,000 | 2,000 | 1,000
020-XXX Development Alliance Fund
DA | of o] 18,000 | 29,000

Total Transfers
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INTERNATIONAL PARTNERSHIPS

Within the Development Assistance account, $226.5 million is requested in FY 2003 for intemational
health parinerships: HIV/AIDS $173 million; and Child Survival and Matemal Health $53.5 million,
compared with at total of $177.25 in FY 2002.

HIVIAIDS and Infectious Diseases: FY 2002 $118 million; FY 2003 $173 million

The Global Fund for AIDS, Tuberculosis and Malaria (GFATM) has been established by a group of
intemational public and private sector partners to leverage increased resources to support prevention and
treatment programs in the fight against the three diseases. The fund will support an integrated approach
to combating the diseases, combining prevention, treatment, and care. Current GFATM partners include
bilateral donors, mutitiateral agencies, private foundations, NGOs and developing country
representatives. USAID requests $100 million for the Global Fund for FY 2003; USAID will provide $150
million in FY 2002 ($100 million from FY 2001 and $50 million from FY 2002).

USAID requests $15 million in FY 2003 for the development of microbicides for the prevention of
HIV/AIDS and sexually transmitted diseases. USAID has been partnering with both U.S. Govermnment
and international partners to ensure a coordinated effort to develop an effective microbicide. As a part of
these efforts, U.S. Government agencies, including the National Institutes of Health, Centers for Disease
Control and Prevention, and Health Resources and Services Administration, have generated a
comprehensive plan to support microbicide deveiopment, with all U.S. Govemnment pariner contributions
totaling $35 million in FY 2003. USAID plans to provide $15 million in FY 2002 for this purpose.

In addition, $58 million is requested in FY 2003 for both on-going and new parinerships. Exampies of
ongoing partnerships are the Intemational AIDS Vaccine Initiative (IAV1) and the Jomnt United Nations
Program on HIV/AIDS (UNAIDS). The goat of IAVi is to leverage and apply resources toward the global
effort to develop an AIDS vaccine. UNAIDS provides global leadership and promotes consensus on
policy and programmatic approaches to fighting the HIV/AIDS pandemic. UNAIDS strengthens national
govemment programs by assisting them in the development of appropriate HIV/IAIDS policies and
strategies. USAID wilt provide $53 million in FY 2002 for these partnerships

Child Survival and Matermal Health: FY 2002 $59.25 million; FY 2003 $53.5 million

USAID requests $50 million in FY 2003 for the Global Alliance for Vaccines and immunization {GAVI)
Vaccine Fund: USAID will provide $53 million in FY 2002. The goal of GAVI is to increase the availability
of essential life-saving vaccines in developing countries. Strategic objectives shared by GAVI partners are
toimpmeawessmandexpandusedvacdnes.accdmtevamhemwﬂlmddwdommtm
make immunization coverage a centerpiece in the design and assessment of intemnational development
efforts.

in FY 2003, USAID requests $3.5 million for the Global Alliance for improved Nutrition (GAIN). GAIN is a
newly formed alliance of public and private sector organizations seeking to improve health through the
elimination of vitamin and mineral deficiencies. GAIN was founded by initial pledges from USAID, the Bill
and Melinda Gates Foundation, and the Canadian Intemational Development Agency. GAIN's primary
strategy will be to provide grants to developing countries in support of commercially sustainable food
fortification programs. GAIN partners include bilateral donors, foundations, mutitateral agencies and
private sector organizations. In FY 2002, USAID's overall funding for micronutrient deficiencies is $6.25
mitiion.
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AFRICA

U.S. National Interests

U.S. national interests in Africa include building regional stability, combating transnational security
threats, promoting the continent’s fuller integration into the global economy through free and fair
trade, mitigating the devastating health and economic impacts of the HIV/AIDS pandemic,
strengthening democratic institutions and preserving the environment. A growing African economy
and regional stability enhance the economic prosperity and national security of the United States
and the spread of democratic values.

U.S. interests are based on the premise that improved governance and higher living standards in
Africa through broad-based economic growth foster political, environmental and social stability,
promote better heaith, create opportunities for increased trade and investment, and enhance the
region’s ability to control the spread of terrorist activities. Promoting democracy and transparent
governance, combating HIV/AIDS and other infectious diseases, and reducing poverty by enhancing
opportunities for economic growth and investment reflect the most basic of American values.
Improving the climate for free trade in Africa will open new markets for the export of U.S. goods,
services and investment and will spur the growth of African exports within the region and with the
United States.

Promoting indigenous African capacity to respond to complex man-made crises and natural disasters
reduces the need for the United States to provide emergency humanitarian assistance. Transparent
and accountable governance structures make it more difficutt for potential terrorist networks to form
and grow. Preserving the richness and diversity of Africa’s natural environment and sound
management of the continent’s resource base are key to world-wide efforts to promote
environmentally sound economic growth.

African leaders themselves must ultimately be responsible for improving the well-being of their
peoples. The New Partnership for Africa’s Development (NEPAD), launched in late 2001, represents
a very positive step in Africans’ efforts to take charge of their own destiny. The United States is
well-positioned to support these efforts.

Development Challenges

Reducing Poverty through Broad-Based Economic Growth Sub-Saharan Africa remains the poorest
region of the worlkd and income disparities are substantial. Almost half of Africa’s 675 million
people live on less than 65 cents a day. The sub-continent experienced virtually no economic
growth in the early 1990s. Growth increased significantly in the middle of the decade, reaching a
high of 5% in 1996; however, continued high population growth rates coupled with the global
economic slowdown and falling commodity prices, the debilitating effects of HIV/AIDS, natural
disasters and conflict, meant that almost half of the countries in the region still had a lower GDP per
capita at the beginning of the millennium than they did in 1980. To reach the Millennium
Development Goal of reducing poverty levels in Africa by 50% by 2015 will require a 7% annual
growth rate in GDP. Yet current estimates are that the continued global economic siowdown,
exacerbated by the recent terrorist events, will see economic growth rates in Africa fall to just 3%
in 2002. To reverse this situation, concerted action is required on multiple fronts: increasing
agricuhtural productivity and trade; diversification of the economic base; building human capacity
through improved educational opportunities, especially for girls; broadening and deepening the flow
of information; strengthening African capacity to manage economic and natural resources; and
enhancing the enabling environment for trade and investment.
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Agriculture is the foundation of most African economies, supporting over 70% of the population and
contributing an average of 30% of GDP. An increasing number of countries have begun to reform
their economies by renewing their commitment to rural agriculture-led economic growth. Ethiopia,
Mozambique and Guinea are examples of countries that have recently instituted policy changes
resulting in significant improvements to the food security situation. Yet much more needs to be
done to ‘assure that Africans have adequate food resources. Africa is the only region of the world
with absolutely no increase in average agricultural productivity per capita between 1880 and 2000.
Increasing the productivity of agriculture is critical to reducing poverty and improving food security.
Despite progress, serious constraints remain to increasing agricultural productivity in much of the
region. The most significant include under-capitalization of farmers, low usage of improved
technologies and information, uneconomic land use pattemns and insecurity of tenure, poor
infrastructure, and inappropriate policy and regulatory frameworks which create distortions in
markets and disincentives for efficient production. To address these constraints, USAID plans to
launch a major new initiative in FY 2003 called Cutting Hunger in Africa. The initiative will stress
African ownership of programs, stronger regional trade links, and the opportunities offered by
*new” science, such as biotechnology.

Growth in today’s information-based global economy depends on an educated workforce that can
take advantage of economic opportunities. investment in people is perhaps the single most
important determinant of economic growth. Africa continues to lag far behind the rest of the world
in such investment. The region suffers from an average illiteracy rate of 41%. Even among those
who complete secondary school, the quality of education is often relatively poor. Africa is the only
region of the world where primary school enroliment rates have decreased during the past 20 years.
Girls fare worse than boys. Across the continent, on average just 50% of girls are enrolled in
primary school as compared to 70% of boys, with drop-out rates for giris considerably higher., The
“digital divide” continues to widen despite the noteworthy achievements of the USAID Leland
- Initiative, which has enhanced internet connectivity in 20 countries. Key constraints to improving
the spread and the quality of education include not only the lack of qualified teachers, equipment
- and materials but also the inefficient use of available resources. HIV/AIDS is also seriously reducing
the number of gualified teachers. Systemic reform is essential to prepare Africa’s children for the
world of today. USAID continues to focus most of its efforts on improving primary and basic
education because it ‘has a relatively greater impact on economic and social development, especially
for girls.

Africa has great potential to enhance its role as a trade and investrment partner. The positive results
since the Africa Growth and Opportunity Act (AGOA) became fully effective in early 2001 bear
witness to this potential. AGOA has resulted in $4 biilion in new trade and investment in the
region. In the first six months of 2001, U.S. total trade with sub-Saharan Africa grew 17%
compared to a year earlier. Yet sub-Saharan Africa continues to be a marginat player in international
commerce. The region’s share of world trade has shrunk from 3.5% in 1970 to just 1.1% in 2000.
Africa accounts for less than one percent of U.S. exports and two percent of imports. Despite
efforts to increase regional economic cooperation, intra-African trade has grown only very siowly, to
$19 billion in 1999. Foreign direct investment in Africa increased from $1 billion to $7.3 billion
from 1995-99. This still represents only 0.9% of the global total and 3.5% of flows to developing
nations, and it was highly concentrated in just five countries and in a few extractive industries. |f
Africa is to significantly increase its presence in the world economy, it must create a more receptive
and competitive environment to lower transaction costs for foreign trade and investment. USAID is
contributing to this effort by promoting harmonization of trade and customs policies, mare
transparent and efficient finance and investment environments and business linkages. The newly
launched Trade for African Development and Enterprise (TRADE) initiative will expand upon these
efforts.

Sub-Saharan Africa has abundant natural resources but they are unevenly distributed, have been
poorly managed and have degraded significantly. Africa contains 45% of global biodiversity yet has
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the highest rate of deforestation in the world. Rapid urbanization and industrialization also create
new environmental challenges. Over the next 25 years, population growth rates of urban sreas will
be three times that of rural areas. The top down, command and control approach to natural resource
management by many countries has resulted in inefficient exploitation and contributed to
degradation while inequitable access to natural rasources is often among the root causes of social
instability. Nonetheless, there have recently been some positive signs. Policy changes supported by
USAID in over 20 African countries have focused on community-based approaches to natural
resource management.

Global Health  In the last two decades, substantial progress has been made in reducing infant and
child mortality, yet the health of most Africans remains unacceptably poor by any standard. Much
remains to be done for children and their mothers. Four million children die in Africa every year dus
to acute respiratory infection, malaria, measles and neonatal tetanus. Malnutrition is an underlying
cause in many of these deaths. Unlike any other region of the worid, mainutrition rates are rising in
Africa. Immunization coverage rates are increasing siowly yet the high effectiveness of preventing
diseases through vaccination is undermined by limited access. A woman’s risk of dying from
maternal causes is 1 in 13 in Africa as compared to 1 in 157 in Latin America and 1 in over 4000 in
industrialized countries. in addition to the high burden of diseases, many countries face the
significant challenges of scarce public sector resources, limited staff, deterioration of health systems
and decentralization. Despite these challenges, results in several countries demonstrate_ that
improvements in child survival are possible when quality services are available with well-trained
personnel and the necessary drugs. The inclusion of the community as a partner in health care also
contributes to higher quality services and increased use of heaith facilities.

The continent’s HIV/AIDS pandemic threstens to compromise sconomic, social and democratic
gains. To date, almost 19 million Africans have died of complications resulting from AIDS, over
~80% of whom were in their productive years. HIV prevalence rates remain above 8% in 18 of 41
African countries, approaching 25% in Zimbabwe and 36% in Botswana. There are over 13 million
AIDS orphans. Particularly in southern Africa, average life expectancy will be reduced significantly
over next decade and a shrinking labor pool will siow the continent’s growth rate by as much as 2%
a year.

Continued high population growth rates threaten to undermine the best efforts to improve the well-
being and economic livelihood of Africans. There is a strong cormrsiation between higher incomes,
better female education, and modem family planning practices. Fertility rates have started to decline
in some countries, particularly in those with relatively higher incomes, but the annual population
growth rate of the continent is expected to remain over 2.5% through 2010, the highest in the
world. By 2020 the population of the continent will swell from 675 million today to about 1 billion,
despite the effects of AIDS and declining birth rates. Contraceptive prevalence rates remain under
15% in the region, although the rajority of women say they desire fewer children.

Democracy, Confiict Prevention and Humanitarian Assistance  Political stability and inclusiveness,
rule of law, and accountability in government inhibit the growth of terrorist activity, foster the
growth of civil society and promote a more equitable distribution of economic assets and access to
social services. There are promising signs thet democratic principles asre indeed spreading across
the African continent. Civil society organizations continue to gain strength, basic principles of
democracy are more widely understood, and citizens are more aware of their basic human rights.
Nevertheless, a controversial electoral process in Cote d’lvoire, the Liberian govemment’s refusal to
address its people’s needs and the virtusl collapse of democracy in Zimbabwe are reminders that
the process is still fragile.

Violent conflict and instability will remain a serious risk for almost half the countries in the region in

the foreseeable future. In 2001, 21 countries in Africa were involved in armed conflict or natural
disasters, displacing over three million people. These humanitarian crises and complex emergencies
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disrupt lives, jeopardize economic development and threaten progress in the social sectors.
Terrorist organizations find more fertile soil for exploitation of vulnerable people where conflict or
disaster disrupt normal life.

Debt Issues High external indebtedness continues to burden much of Africa, although the picture
this year is brighter than it has been for those 34 countries participating in the IMF/IBRD Heavily
indebted Poor Countries (HIPC) Initiative. Through HIPC, external debt is reduced to sustainable
levels if qualifying countries pledge to apply the savings towards poverty relief. Most countries are
channeling savings to health and education. With the adoption of the enhanced HIPC Initiative in
1999 most of the participating countries have actually seen their debt burdens begin to shrink for
the first time in many years. Twenty-four African countries have arrived at a decision point where
debt flows have been relieved, while three African countries {Uganda, Mozambique and Tanzania)
have reached the HIPC completion point where debt is forgiven. Debt service as a percentage of
GDP is expected to fall from an average of 3.7% to about 2% in coming years.

Global Development Alliance (GDA}  Through the GDA, USAID will be encouraging the formation
of new alliances with the corporate sector, foundations, universities and private voluntary
organizations. There is considerable potential for the formation of such alliances in Africa,
particularly in agriculture, education, health, environment, and information technology.

Program and Management Challenges

Post September 11 Security Issues  Six of 22 USAID Missions and two of three Regional Offices
in sub-Saharan Africa exist in critical and high threat security situations, leaving USAID employees
at risk. Of these eight facilities, funding and building solutions are currently in place for only three.
USAID will address these deficiencies through the proposed Capital investment Fund to be
- established in FY 2003.

Staffing and Operating Expenses USAID. is rationalizing the utilization of its personnel to optimize '
performance. Direct-hire field staff levels in Africa will remain at 215. Washington-based Africa
Bureau staff levels will decrease with the transfer of a number of positions to the central bureaus.
This will achieve programming efficiencies and enhance the quality of technical support services to
Africa.

Other Donors The United States moved up from third to second overall among bilateral donors,
trailing only the United Kingdom, in Overseas Development Assistance (ODA} levels to sub-Saharan
Africa in 2000, displacing France, and remaining ahead of Germany and Japan. By far the largest
ODA levels to Africa are provided through the major multilateral donors in Africa. These include the .
World Bank- Group, which lends almost exclusively through its concessional International
Development Association {IDA} window, the European Union, the African Development Bank and
the United Nations agencies.

FY 2003 Program

The United States is committed to supporting strategies that address the most pressing challenges -
facing Africa today. USAID strongly endorses the bold new African-led approach represented by
the New Partnership for African Development (NEPAD). NEPAD is a significant step toward the
creation of an African-initiated strategy that offers concrete approaches to address some of the
continent’s fundamental development issues. The core of USAID's program in support of NEPAD
will focus on enhancing the effectiveness of economic and natural resource utilization, combating
infectious diseases, strengthening democratic governance, improving food security, promoting
greater access to quality education and creating an environment more conducive 10 increased trade
and investment.
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in FY 2003, USAID will increase funding for its core programs in agriculture, child survival and
heaith, democracy and conflict mitigation in Africa. It will work to improve Africa’s trade and
investment environment by continuing the Trade for African Development and Enterprise (TRADE)
initiative begun in FY 2002, and will launch new initiatives to improve education, increase
agricultural productivity and address corruption.

Economic Growth and Agriculture and Trade Broad-based economic growth is critical if Africans
are to enjoy higher standards of living and if the continent is not to be marginalized in the new
global economy.  Studies show that agricuiture is the most cost-effective engine of economic
growth in Africa. USAID expects to inaugurate a major new region-wide initiative called Cutting
Hunger in Africa and increase its tunding for agricufturai programs by over 23% from FY 2002 to FY
2003. USAID will direct its assistance to countries where food insecurity is greatest and where
governments are committed to improving the conditions for increasing growth and reducing poverty.
increased emphasis will be placed on programs tc improve the use of modemn technologies, expand
credit to farmers, strengthen producer/cooperative associations, improve the functioning of markets
and encourage policy change to provide economic incentives for farmers and small scale
entrepreneurs. Related efforts will be made to promote private sector-led diversification of the
economic base, such as agro-processing, and to increase exports. The TRADE initiative will
continue to focus on six broad areas: (1) promotion of U.S.-African business linkages; (2) enhanced
competitiveness of African products; (3) mainstreaming of trade into the development agenda; (4)
improved delivery of public services supporting trade (e.g. customs): {5) buiiding capacity for trade
policy analysis {e.g. WTO training); and (6) strengthening the business environment. The initiative
will seek to mobilize a coalition of U.S. and host country partners drawing from both the
government and the private sector around a field-driven, trade capacity building agenda. Selected
tield Missions will develop five-year trade and investment program proposals. USAID will establish
three regional “Hubs for Global Competitiveness” in west, east and southem Africa that will
coordinate the initiative and support country-based activities to facilitate national competitiveness in
global markets.

USAID will continue to focus its efforts in the environmental area on policy changes and capacity
building in support of community-based approaches to natural resources managernent. USAID will
also contribute substantively to broader donor efforts to reduce long term threats to the global
environment, particularly climate change and the loss of bio-diversity. Finally, USAID will develop
new approaches to respond to the environmental issues caused by the growing urbanization of
much of the region.

In accordance with President Bush's announcement that USAID will take measures to address the
critical need to increase educational levels for the economic and social development of the region, in
FY 2003 USAID will launch a new education initiative and will increase its funding for the education
sector by 28% over its FY 2001 levels. The initiative will target improved access and quality of
education through increased funding of scholarships, especially for girls, improved teacher training,
enhanced use of new leaming technologies, and increased community involvement in education.
USAID will also continue to support bilateral pregrams that address country-level education system
reform.

Global Health and Population USAID's efforts to improve the health of sub-Saharan Africans focus
on increasing the availability, effectiveness and access to quality health care. USAID will continue to
combat the leading causes of matemal and child mortality and morbidity including malaria, TB,
malnutrition, respiratory diseases, diarrhea and vaccine-preventable illnesses. USAID programs will
increase immunization coverage, strengthen surveillance, enhance the skills of heaith care
professionals, improve community and household practices for prevention and management of
childhood ilinesses, and develop innovative health care financing strategies. USAID will continue to
support a range of family planning programs, including public education and behavior change
communications, advocacy and outreach through traditional community structures, community-
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vased distribution and social marketing of contraceptives and encouragement of child spacing
practices.

HIV/AIDS has moved beyond being just a health problem in many countries in the region,
particularly in southern Africa. It is now a major development issue that threatens economic and
social progress across a broad front. USAID plans a major 36% increase in its funding for HIV/AIDS
in Africa from FY 2002 to FY 2003. Programs will build on eartier successful efforts in Uganda,
Zambia and Senegal, which include voluntary counseling and testing, social marketing of condoms,
and behavior change communications strategies. USAID will continue to enlist the support of
community-based partners, including faith-based organizations. Programs to prevent maternal-to-
child transmission of HIV and care and support activities for persons affected by AIDS will be
expanded. USAID will work closely with the Centers for Disease Control {CDC) which is placing field
staff in many countries in the region.

Democracy, Conflict Prevention and Humanitarian Response It is now widely recognized by the
donor community and by African leaders themselves that good governance, political stability and
economic development are closely intertwined. Africa’s better-managed economies have also made
the greatest gains in political rights and civil liberties. USAID supports the application of democratic
principles and good governance by promoting representative political processes and institutions, the
rule of law, the growth of civil society and respect for human rights. Particularly promising are
efforts to build principles of participation and good governance into programs in other sectors, such
as environment and natural resources, education, and health care in ways that reinforce both work
in those sectors and progress in democracy and governance as 2 whole. In countries undertaking
decentralization of governmental functions, USAID will promote policy dialogue between citizens
and public officials at the iocal level.

USAID will increase its funding of democracy and conflict prevention programs in Africa by 53% in
EY 2003 and leverage greater impact through linkages with other sectors. USAID will launch a
new initiative to address one of the region’s most insidious development challenges, corruption.
USAID will also expand its efforts to research and disseminate the toois to help countries prevent
and address conflict by better understanding its root causes and to assist them with post-conflict
confidence buiiding measures.

Humanitarian crises, whether man-made or natura! disasters, continue to buffet Africa and show no
signs of abating. These emergencies threaten lives, economic growth, democratic progress and
regional stability. USAID will continue to support efforts to build African capacity to better cope
with the effects of these humanitarian crises.
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Africa

PROGRAM SUMMARY
(in thousands of dollars)

FY 2000 FY 2001 FY 2002 FY 2003

Accounts Actusl Actual Estimated Request
Child Survival and Disease Programs Fund 291,500 344,070 o 0
Child Survival and Health Programs Fund 0 0 421,223 0
Development Assistance 446,988 424,153 456,000 1,000,091
Deveiopment Credit Authority 756 388 0 0
Economic Support Fund 62,500 | 85,798 100,000 77,000
PL 480 Title It 449,977 466,916 131,601 160.692
Total Program Funds 1,261,721 1,321,326 1.118.824 1,237,783
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Africa

PROGRAM SUMMARY

(in thousands of dollars)

Country/ FY 2000 FY 2001 FY 2002 FY 2003
Fund Account Actual Actual Estimated Request
Angola
Child Survival and Disease Programs Fund 4,900 7.287 0 0
Child Survival and Health Programs Fund 0 o 6,975 0
Development Assistance 5,096 2,676 3,758 7,400
Economic Support Fund 500 2,491 0 s}
PL 480 Title 11 69,828 33,481 3.386 8,004
Total Angola 70,324 45,936 14,119 15,404
Benin
Child Survival and Disease Programs Fund 10,058 10,158 0 v}
Child Survival and Health Programs Fund 0 0 6,738 )
Development Assistance 3,826 3,723 7.862 12,261
Economic Support Fund 250 0 0 0
PL 480 Title Il 3,833 4,090 3,998 4,023
Total Benin 17,967 17,971 18,588 16,284
Burundi
Child Survival and Health Programs Fund o 0 500 ¢
[ Development Assistance 0 0 3,000 4,000
Economic Support Fund 3,000 4,500 0 )]
PL 480 Title Nl 3,481 9,825 0 0
Total Burundi 6,481 14,325 3,500 4,000
Democratic Republic of the Congo
Child Survival and Disease Programs Fund 8,980 15,337 0 0
Child Survival and Health Programs Fund 0 0 17,328 0
Development Assistance 830 4,788 3,865 21,500
Economic Support Fund 2,000 4,978 0 0
PL 480 Tite Il 3,332 14,244 1,220 ¢}
Total Democratic Republic of the Congo 15,142 39,347 22,513 21,500
Eritrea
Child Survival and Disease Programs Fund 4,133 4,516 0 0
Child Survival and Health Programs Fund 0 o 4,800 0
Development Assistance 4,694 5,603 5,638 8,519
PL 480 Title Il 2,560 2,830 0 1,908
Total Eritrea 11,387 12,949 10,338 10,427
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Country/ FY 2000 FY 2001 FY 2002 FY 2003
Fund Account Actusl Actual Estimated Request

Ethiopia
Child Survival and Disease Programs Fund 27,798 26,086 0 ]
Child Survival and Health Programs Fund o 0 26,507 0
Development Assistance 12,439 14,561 19,445 50,054
PL 480 Title Il 139,666 102,982 12,939 27,281
Total Ethiopia 179,904 143,629 58,851 77,335
Ghana

| Child Survival and Disease Programs Fund 15,220 15,419 (4] 0
Child Survival and Health Programs Fund 0 0 19,455 0
Deveiopment Assistance 22,381 19,858 15,063 39,743
Economic Support Fund 0 4,500 o 4]
PL 480 Title I 20,879 18,347 11,544 14,951
Total Ghana 58,480 58,124 46,062 54,694
Guinea
Child Survival and Disease Progrems Fund 9,930 9,354 (4] o
Child Survival and Health Programs Fund 0 0 5,650 o
Development Assistance 8,634 9,168 12,942 20,725
PL 480 Tite Il 8,965 10,712 3.331 3,441
Total Guinea 27,529 29,234 21,923 24,166
Kenya
Child Survival and Disease Programs Fund 11,370 13,272 o] o
Child Survival and Health Programs Fund 0 o] 27,763 o
Development Assistance 21,503 19,927 12,347 46,693
Economic Support Fund 70G 2,400 (] 0
PL 480 Titie Il 29,664 48,174 9,881 12,134
Total Kenya 63,237 83,773 49,971 58,827
Liberia
Child Survival and Disease Programs Fund 2,552 1.850 o [+
Child Survival and Health Programs Fund 0 o0 2,000 0
Devalopment Assistance 4,140 5,720 3,225 5,200
PL 480 Title Il 3.2n 3,062 1,294 1,027
Total Libena 9,963 10,632 6,519 6,227
Madagascar
Child Survival and Disease Programs Fund 4,050 4,185 0 1]

| Child Survival and Health Programs Fund 0 0 8.975 o
Development Assistance 12,916 15,183 9,240 17,528
Econornic Support Fund 132 o v o
PL 480 Title & 7,102 5,011 9,032 10,732
Total Madagascar 24,200 24,379 27,247 28,260
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Country/ FY 2000 FY 2001 FY 2002 FY 2003

Fund Account Actual Actual Estimated Request
Malawi
Child Survival and Disease Programs Fund 11,856 14,862 3] 0
Child Survival and Health Programs Fund 0 o 15,615 0
Development Assistance 19,048 13,150 13,028 30,877
PL 480 Title It 4,003 1,754 4,099 6,290
Total Malawi 34,907 29,766 32,742 37,167
Mali
Child Survival and Disease Programs Fund 12,878 12,433 ) 0
Child Survival and Health Programs Fund 0 0 13,321 0
Development Assistance 22,370 22,054 19,435 32,961
Development Credit Authority ] 99 0 )
Economic Support Fund 4] 750 0 0
PL 480 Titie It 3,905 2,372 0 0
Total Mali 39,153 37,708 32,756 32,961
Mozambique
Child Survival and Disease ?rograms Fund 11,950 12,953 0 0
Child Survival and Health Programs Fund 0 0 19,277 0
Development Assistance 37,569 31,469 21,681 45,492
Economic Support Fund 500 600 0 )
PL 480 Title Il 23,627 23,137 7.361 16,870
Total Mozambique 73,648 68,159 48,319 62,362
Namibia
Child Survival and Disease Programs Fund 4,002 4,383 0 0
Child Survival end Health Programs Fund 0 0 500 4]
Development Assistance 7,237 5,498 6,258 5,480
PL 480 Title Il 434 0 o 0
Total Namibia 11,673 9,881 6,768 5,480
Nigeria
Child Survival and Disease Programs Fund 17,000 23,363 0 0
Child Survival and Health Programs Fund 4] 0 37,066 ]
Development Assistance 20,500 30,941 18,548 66,235
Economic Support Fund 20,000 23,445 0 o]
Total Nigeria 57,500 77,749 55,614 66,235
Rwarnda
Child Survival and Disease Programs Fund 6,950 7,167 0 0
Child Survival and Health Programs Fund 0 0 10,300 0
Development Assistance 9,820 6,997 5,311 18,173
Economic Support Fund 4,000 2,100 0 0
PL 480 Title Il 10,028 10,384 8,076 10,979
Total Rwanda 30,798 26,658 24,687 29,182

186




Country/ FY 2000 FY 2001 Fr 2002 FY 2003
Fund Account Actust Actuel Estimated Request
Senegal
Child Survival and Disease Programs Fund 6,900 10,366 ) 0
Child Survival and Health Programs Fund 0 ) 14,405 )
Deveiopment Assistance 17,153 13,375 13,350 28,380
PL 480 Title Il 295 834 0 o
Total Senegat 24,348 24,575 27,756 28,380
Siorra Leone
Chiki Survival and Disease Programs Fund 500 1,884 0 )
Child Survival and Health Programs Fund ) 0 325 o
Development Assistance ) 3,116 3,417 3,868
Economic Support Fund [ 950 9,000 )
" PL 480 Title I 23,265 32,975 13,589 0
Total Sierra Leone 23,765 38,925 26,331 3,888
| Chiid Survival and Disease Programs Fund ) 500 ) 0
Child Survival and Heatth Programs Fund ) ) 500 )
Development Assistance 0 2,500 2,467 2,900
PL 480 Title It 11,412 9,702 12,866 o
Total Somalia 11,412 12,702 15,833 2,900
South Africa
Child Survivat and Disease Programs Fund 13,188 17,362 ) 0
Child Survival and Health Programs Fund 0 o 20,625 0
Development Assistance 32,979 32,665 33,849 62,428
Development Credit Authority 758 289 o )
Economic Support Fund 700 800 o 0
Total South Africa 47,623 51,116 54,474 62,428
Sudan
Child Survival and Disease Programs Fund (o] 1,000 0 ¢
Child Survival and Health Programs Fund o 0 500 o
Deveiopment Assistance 0 3,600 10,881 22,300
Economic Support Fund 0 10,000 0 0
PL 480 Title # 36,181 40,888 888 0
Total Sudan 36,181 55,388 12,249 22,300
Tanzania
Child Survival and Disease Programs Fund 9,800 10,725 0 o
Child Survival and Health Programs Fund 0 [ 16,700 0
Development Assistance 14,322 10,378 8.124 32,936
PL 480 Title # 4,668 29,256 1,590 0
Total Tanzania 28,790 50,359 26.414 32,936
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Country/ FY 2000 FY 2001 FY 2002 FY 2003
Fund Account Actual Actual Estimated Request

Uganda

Child Survival and Disease Programs Fund 21,868 30,680 0 0
Child Survival and Health Programs Fund 0 0 34,150 o]
Development Assistance 29,544 19,198 22,724 62,944
Economic Support Fund 400 595 0 0
PL 4BO Title Il 18,844 31,290 10,410 15,880
Total Uganda 70,656 81,763 67,284 78,824
Zambia

Child Survival and Disease Programs Fund 16,328 26,838 ] 0
Child Survival and Health Programs Fund 0 0 30,830 4]
Development Assistance 16,000 10,265 11,822 60,285
Economic Support Fund 0 300 0 0
PL 480 Title [l gn 0 89 0
Total Zambia 33,139 37,393 42,741 50,285
Zimbabwe

Child Survival and Disease Programs Fund 5,200 6,438 0 0
Child Survival and Health Programs Fund o 0 8,473 .0
Development Assistance 6,926 6,384 1,700 18,108
Economic Support Fund 800 3,280 4] 0
Tota! Zimbabwe 12,926 16,102 11,173 18,108
Total Program Funds 1,021,131 1,098,542 764,811 850,610
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Africa Regional

PROGRAM SUMMARY

{in thousands of dofiars)
Country/ FY 2000 FY 2001 FY 2002 FY 2003
Fund Account Actusl Actual Estimated Request
Africa Regional
Child Survival and Disease Programs Fund 36,488 38,71 0 (4]
Child Survival and Health Programs Fund 0 0 37,822 )
Development Assistance 60,509 81,618 128,472 186,061
Economic Support Fund 28,218 22,216 81,000 77,000
PL 480 Tite li 29,923 31,556 15,048 23,982
Total Atrica Regional 155,138 174,162 272,342 287,043
initiative for Southem Africa (ISA)
Development Assistance 22,415 1,251 17,367 24,731
Economic Support Fund 1,000 998 0 (4]
Total ISA 23,415 2,249 17,367 24,731
Regional Economic Development Services Office-East and Southem Africa (REDSO-ESA)
Child Survival and Disease Programs Fund 6,900 5,514 (4] 4]
Child Survival and Health Programs Fund 0 0 12,075 °
Development Assistance 17,360 11,350 10,383 27,288
Economic Support Fund 0 250 0 0
Tota! REDSO-ESA 24,260 17,114 22,458 27,288
West Africa Regionsl Program (WARP)
Child Survival and Diseasa Programs Fund 10,700 11,367 0 0
Child Survival and Health Programs Fund 0 o0 21,048 4]
Development Assistance 16,777 17,248 5,798 31.521
Economic Support Fund 300 645 ° o
PL 480 Title 1 0 4] 1] 3.190
Total WARP 27.777 29,258 26,846 34,711
| Total Program Funds 230,590 222,783 239,013 373,773
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Angola

On the United Nations Hurmnan THE DEVELOPMENT CHALLENGE: Angola continues to be
Development Index, Angola ravaged by war and faces a serious humanitarian crisis.
ranks 146 out of 162. One Although conventional warfare has ceased, the National Union
child under five dies every for the Total Independence of Angola (UNITA) guerrilla attacks
three minutes. Approximately co_ntinue. These attacks and govemment counterinsurgency
one million children have lost | Measures continue to displace populations. Military action close
one parent; 300,000 have lost to Angola’s borders has occasionally spilled over into
both. neighboring countries. Despite diplomatic efforts by the United
Nations {UN) and others, the 26-year-old civil war continues and

more than two million intemally displaced people require
assistance. Although Angola was at one time an exporter of food, at present it cannot feed itself
and relies on imported and donated food. According to the UN, more than 1.3 million Angolans rely
on external food assistance to meet basic food requirements. Even in areas of the country where
military activity has not caused large-scale destruction and suffering, Angolans face severs
hardships. USAID's strategy is centered on addressing emergency, transition and development
efforts. Development efforts are hampered by landmines, collapsed infrastructure, banditry,
insecurity and inadequate government support.

Yet, Angolan citizens remain willing to help themselves, and pressures are increasing for more
accountable government. Civil society has recently spoken out more forcefully on a wide range of
issues. Churches, in particular, have become much more vocal in advocating both better
performance by the government and stronger efforts to end the war. Town hall meetings and radio
debates, with participation by public officials, are on the rise even in the provinces. Although
journalists are stili harassed and the best-funded media are government publications, media are now
able to report more openly than in the past. Health conditions and services, most notably for
women and children, remain appalling. Angola has among the highest matemal mortality rates in
the world, 1,800 deaths per 100,000 live births. infant mortality is well over 17% while the
mortality rate for children under five is aimost 30%. Although malaria kills more Angolans than any
other disease, a national campaign to combat the disease is only just beginning. UNAIDS estimated
HIV prevalence at 2.8 % in 1999, however, the epidemic appears to have spread considerably. The
World Health Organization and UNICEF both estimated prevalence to be 8.6% in 2001. The anti-
polio campaign has fared better than other public health efforts in Angola, and approximatety. 629%
of the total population of children under five have been vaccinated against the disease.

U.S. national interests in Angola center on relieving the suffering of war-affected Angolans by
providing emergency and humanitarian assistance. Angola is the United States' eighth largest oil
supplier and plays a pivotal role in southern Africa’s regional stability.

THE USAID PROGRAM:
FY 2002 Estimate:  $14.119 million FY 2003 Request: $15.404 million

USAID is requesting funds for three programs: improving maternal and child health and decreasing
HIV incidence; improving food security with a focus on smallholder agriculture; and strengthening
civil society. In FY 2002, USAID will continue to be the ieading donor of emergency humanitarian
assistance. USAID's pilot AIDS education and prevention activity has proven highly successful, and
the program will be expanded both geographically and programmatically. Support from private
sector partners for HIV/AIDS efforts will grow as well. Polio efforts will continve. In FY 2002, a
new USAID health activity focusing on matemal and child health in Luanda will begin. A follow-on
activity to strengthen the capacity of institutions and communities to respond to the educational
needs of vuinerable children will also begin in FY 2002. In addition to increasing the availability of
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information and strengthening the advocacy skills of civil society organizations, USAID will seek
opportunities to enhance democratic processes through the organization of farmer associations and
village health and sanitation committees. Gender remains a crosscutting theme in the USAID
program.

ONGOING PROGRAMS FOR WHICH NO FY 2002 OR FY 2003 FUNDING IS REQUESTED: The
USAID program in Angola includes the following objectives for which USAID is not requestmg new
funds, but is continuing to expend funds already appropriated.

Last Planned
Number: Title: Netified Completion:
654-001 Community Resettlement & Rehabilitation FY 02 CBJ, p. 34 FY 2002
654-002 Increased National Reconciliation Fy 02 CBJ, p. 38 FY 2002

OTHER PROGRAM ELEMENTS: Through the Democracy/Conflict and Hurmanitarian Assistance
bureau, USAID/Washington programs support several activities in Angola. The Association Liaison
Office for University Cooperation in Development is assisting Agostinho Neto University in
developing a political science and public administration degree program. USAID supports several
emergency health activities including child immunizations, safe and hygienic deliveries for women,
and potable water. USAID/Washington supports a P.L. 480 food sales {monetization) program that
directly supports smallholder agriculture and promotes internally displaced persons resettiement.
Another central USAID program supports a child survival program to reduce infant, child and
maternal mortality through home visits, community training and a variety of low-tech/high-impact
interventions 'that focus on malaria, diarrheal disease, nutrition and immunizations. Displaced
Children and Crphan Funds support a program run by the Christian Children’s Fund to provide
assistance to war-affected children and their communities. With funding provided through the War
Victims Fund, Vietnam Veterans of America support a Center in Moxico Province which fitted 227
people with prosthetics. Most of the recipients were victims of land mine accidents.

OTHER DONORS: The United States is the leading bilateral donor foliowed by Spain (health and
agricuiture} and Italy (humanitarian assistance and democracy/governance activities). The European
Union is the leading multilateral donor. After several years of suspended activities, the World Bank
is re-engaging in Angola and is in the planning stages for economic technical assistance and
education programs. Donor coordination within Angola is improving, due to efforts led by the
Untied Nations Development Program. United Nations agencies and USAID work closely together,
particularly in the health sector. Sweden and the Netherlands are leading donors in humanitarian.
assistance after the United States.
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Angols

PROGRAM SUMMARY

{in thousands of doliars}
FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actual Actusl * Estimated Request
Child Survival and Disease Programs Fund 4,900 7.287 4] 0
Chiid Survival and Health Programs Fund 0 o 6,97% 0
| Development Assistance 5,096 2,676 3,758 7,400
Economic Stupport Fund 500 2,491 0 0
PL 480 Title It 59,828 33,481 3.386 8,004
Total Program Funds 70.324 45,935 14,119 15,404
STRATEGIC OBJECTIVE SUMMARY
654-001 increased resetiement, rehabilitation and food-crop self-reliance of war-torn Angolan communities
CsD 4,900 0 0 L]
DA 1,256 0 0 o
654-002 Increased national reconciliation through strengthened dermocratic and political institutions
DA 3,840 Y] 0 0
ESF 500 ] o o
654-005 Enhanced household food security in targeted communities
DA 0 1,443 | 1,703 | 1,750
654-006 Constituencies promoting democratic governance strengthened
DA 0 889 2,055 1,000
ESF 0 2,491 0 0
654-007 increased use of Maternal/Child Health and HIV/AIDS services and/or products and improved health practices
CSD 0 7.287 0 0
CSH 0 0 6.975 0
DA [+) 344 (] 4,650

* FY 2001 includes direct apportionment to Department of State of $300,000
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Benin

- — THE DEVELOPMENT CHALLENGE: After a decade of renewed democracy,
Life expectancy is | inciuding a third presidential election in March 2001 and merket-based
3.6 years. The | gconomic growth, Benin is making the transition towards political and
adult literacy rate | gconomic freedom. Human rights are guaranteed and respected and socio-
was 39% " | economic development is occurring, aithough pervasive corruption has a
'!999 while female | ,agative impact on public management. Notwithstanding the significant
literacy was 23%. progress over the past decade, Benin is tackling ongoing problems of
poverty. Literacy and schooi enroliment are low, especially for girls,
aithough advances have been made. Private investment has been insufficient to encourage
sustainable economic growth. Inadequate public transparency and accountability, ineffective public
management and low utilization of budget resources thwart the provision and sustainability of public
services, espacially for education and health. Lack of civil society participation in national and local
decision making limits the pressure on the Government of Benin (GOB) to improve accountability and
inhibits communities from actively influencing national development efforts. The population growth
rate is 3% and child mortality is 156 per 1000. While only 2.5% of the population in Benin was
infected with HIV/AIDS st the end of 1999, the trend, if left unabated, could mirror that of other
countries ravaged by HIV/AIDS,

Benin is & poor country with a per capita income astimated at approximately $380. it ranks 147 out
of 162 countries according to the 2001 United Nations Human Development index, an indicator that
ranks overall quality of life. One third of the population lives under the poverty threshold. However,
Benin is managing its economy wsll in terms of mecro-economic factors and has maintsined an
average economic growth rate of 5% per year. Much of the public investment budget is financed by
donor contributions while dabt servicing in 1998 was 35% of gross domestic product and 218% of
exports. Debt servicing is expected to decrease due to Benin’s participation in the Heavily indebted
Poor Countries Initiative (HIPC), under which the Government of Benin (GOB) is to receive an
equivalent of €460 million in official debt relisf. Under HIPC, Benin received $56.6 million of debt
relief in FY 2000 and $18.7 million in FY 2001. A large portion of the dabt relief is to be used for
increased spending in the social sectors. Efforts in Benin will continue to combat poverty by
improving health and education services and the provision of other public services. The structural
reforms will continue aslong with strong efforts to improve private sector development, increase
private investment, and improve sectoral policies, especislly in agriculture. These measures will heip
set the stage for high and sustainable growth.

Benin continues to bes of interest to the United States for the promotion of democracy, stability and
security in the region, and the promotion of U.S. exports and investment. Benin is an ally of the
United States in the fight against terrorism.

THE USAID PROGRAM:
FY 2002 Estimate: $ 18.598 million FY 2003 Request: $16.284 million

The Program Data Sheets provided cover the three objectives for which USAID is requesting funds
and will be used to finance ongoing programs in: 1) primary education reform and sducation of girls;
2} family health for family planning services, HIV/AIDS prevention and improvement of health sector
policies; and 3) govemance and accountability to support GOB and civil society anti-corruption
afforts, the promotion of new communication technologies, micro-finance, technology transfer, and
agriculture to increase rural incomes.

OTHER PROGRAM ELEMENTS: The Program for Innovation in Microenterprise (PRIME fund)}, financed
by the USAID/Washington Office of Microenterprise Development, is complementing USAID/Benin
bilateral resources to increase access to micro-financing for the development of rmicroenterprise and
other locat private initiatives. USAID/Benin participates in West African Regional Program (WARP)
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activities that promote trade (including cross border women’s activities), harmonize commercial law,
stimulate regional economic development, and improve energy availability through a regiona! gas
pipeline. WARP will help Benin to understand and profit from the Africa Growth and Opportunity Act
and World Trade Organization activities. Funding from the Leland Initiative will supplement
USAID/Benin bilateral resources to promote new communication technologies and increase Internet
connectivity. Benin benefits as well from an Africa-wide Africa Bankers Training Program. Through
USAID/Washington support to a U.S. university, a new method of natural family planning is being
introduced in selected public and private health clinics. The HIV/AIDS bilateral program in Benin is
complemented by the WARP health and HIV/AIDS regional activities, as well as the “Corridor
Project,” a program linking five countries and connecting Abidjan to Lagos. Through the Africa
Bureau-funded Basic Support for Institutionalizing Child Survival (BASICS) activity, technical
assistance is provided to the Ministry of Health to adapt BASICS-produced piiot nutrition materials
for national use. Benin benefits from P.L. 480 Title Il food resources which serve to increase girls’-
primary school enrollment, improve nutrition, increase community access to micro credit, and
improve food security in food deficit areas of Benin.

OTHER DONORS: In 2000, the United States was ranked first among bilateral donors in terms of
annual development expenditures, while Denmark was the largest in terms of annual financial
obligations. Donor coordination is successful. Denmark focuses on agriculture, road construction,
judicial reform and private sector development. Other bilateral donors and their principal areas of
focus are: France (secondary and higher education, agriculture), Germany (hydraulic and rural water,
forestry, bridge construction, government decentralization, and national park management), Canada
{administrative reform and micro-enterprise development), Switzerland (health, adult literacy, rural
development, artisan development, institutional/structural reform), Netherlands {community
development, women in development, infrastructure), Japan (judicial reform, food support,
agriculture promotion), and Belgium (health, rural development, education, sanitation and water).

The principal multilateral donors and development financiers include the United Nations agencies,
World Bank, International Monetary Fund (IMF}, European Union, African Development Bank, and the
West African Development Bank. The European Union provides budget support in health and project
financing in transport, judicial reform and government decentralization. The United Nations
Development Program is focused on the environment, women and development, HIV/AIDS
prevention, and communications. The World Bank supports the promotion of girls’ education,
construction of primary schools, judicial reform, private sector development, HIV/AIDS prevention,
and budget reform, white the IMF supports structural reform and privatization of parastatals. The
African Development Bank supports human resource development, construction of secondary schoois
and technical skills training centers and the West African Development Bank supports private sector
and infrastructure investment.
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Benin

PROGRAM SUMMARY
{n thousands of dollars)
FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actual Actusl Estimated Request
Child Survival and Disease Programs Fund 10,058 10,158 (1] (1]
Child Survival and Health Programs Fund 0 4 6,738 0
Development Assistance 3,826 3,723 7.882 12,261
Ecanomic Support Fund 250 0 0 0
PL 480 Tide I 3,833 4,090 3,998 4,023
Total Program Funds 17.967 179N 18,598 16,284
STRATEGIC OBJECTIVE SUMMARY

680-001 Moare children receive 8 quality basic education on an equitable basis

CSD 5,733 5,720 ) o

DA 0 0 7,000 7,000
680-002 increased use of family health services and praventive measures in a supportive policy environment

CSD 4,325 4,438 0 0

CSH 0 0 6,738 o

DA 2,500 2,238 0 4,338

PL 480 3,833 0 0 0

680-003 Improved governance and reinforced democracy

DA 1,326 1,485 862 923

ESF 250 4 0 0
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Burundi

- — THE DEVELOPMENT CHALLENGE: The signing of the Arusha
The population of Burundi is | peace Accord, brokered by Nelson Mandela, in August 2000,
6.6 million; 1.2 million are | gng the installation of a Transitional Govemment on November
displaced persons or refugees. | 1, 2001, offer some hope for ending the conflict between
230,000 children are AIDS | Byrundi's Tutsi and Hutu communities and fostering stability in
orphans. the Great Lakes region. However, two main Hutu rebel groups
have not vyet joined the peace process, and the lack of a cease-
fire hampers implementation of the accord. Reconciliation thus constitutes a major challenge.
Associated with this process are seversl urgent needs: reform of the army; demobilization of
combatants; the reintegretion of refugees, the intemnally displaced, and ex-combatants: the
expansion of and equitable access to economic opportunity and civil liberties, especially for women;
improvement of the justice system; and resolution of land tenure issues.

Debt service requirements and economic revitalization constitute other key chalienges. Burundi's
2001 per capita gross domestic product was $180, external debt in November 2001 was $1.2
billion, and debt service requires 60% of national expenditures. Revitalization of the agricultural
sector will also be a major task. Ninety percent of the population survives on subsistence farming
on small, degraded plots, making it difficutt for families to sustain themseives. In the context of
conflict and recurrent drought, serious food insecurity and nutritional stress exist in several
provinces. Ninety percent of export earnings come from coffee, but low intemational prices and the
lack of foreign exchange to import agricultural tools jeopardize the sector.

Health status continues to deteriorate. The incidence of malaria and tuberculosis is increasing, life
expectancy is decreasing, maternal monrtality is rising, and infant mortality has increased to 136 per
100,000. The HIV/AIDS prevalence rate is estimated to be 11.3% (20% in towns and cities, 7.5%
in rural areas). HIV/AIDS has orphaned 230,000 children.

Ethnic conflict in Burundi has been a central factor in the continuing instability in the Grest Lakes
region. It is in the U.S. national interest to ensure respect for human rights and reductions in the
need for humanitarian assistance by encouraging a return to peace in Burundi and throughout
central Africa.

THE USAID PROGRAM:
FY 2002 Estimate: $3.5 million FY 2003 Request: $4.0 million

The Program Data Sheet covers the special objective for which USAID is requesting funds.
Projects wili focus on: promoting among Burundisns the principles of peace and reconciliation
between the two ethnic groups, including efforts to enhance ownership and involvement in the
peace process, which has been confined to the "political elite™, by all Burundians; addressing the
roots of conflict through justice and good governance, and fundamental reforms of the military,
including incorporation of Hutus as 50% of the officer corps, and demobilization; empowering a
nascent civil society and partnership with civil authorities; helping Burundians displaced by the
conflict reintegrate into their communities; and contributing to the restoration of the agricultural and
health sectors in ways which promote greater economic and social equity, and an appropriate role
for the private sector.

Three new activities are planned for FY 2002. These will: 1) promote agricuitural revitalization in
food insecure provinces; 2) help orphans and war victims; and 3) support the Peace Accord
Implementation Monitoring Committee. USAID’s strategy on Burundi will evolve as the peace
accord is implemented. FY 2003 funds are likely t0o be used to expand FY 2002 activities
nationwide; reinforce scheduled activities of the transition, including elections; provide incentives
for the reintegration of displaced people and ex-combatants; continue to advance peace and
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reconciliation; provide legal aid to vulnerable people; and combat HIV/AIDS in the rural areas
through social marketing, education, and training of health workers.

OTHER PROGRAM ELEMENTS: Throughout the transition period, USAID will provide emergency
humanitarian assistance to the most vulnerable communities throughout Burundi. U.S. food
assistance also targets vulnerabie groups. Using Economic Support Funds (ESF} under the Great
Lakes Justice Initiative, USAID works to strengthen democratic institutions by supporting: an
independent radio production of programs that contribute to public awareness of dernocracy and
rule of law; a women’s center which works with local human rights groups on women'’s issues; and
efforts by civil society organizations to increase activities in the justice sector. Regional or
USAID/Washington support of HIV/AIDS programs is possible, as methods of providing HIV/AIDS
assistance are reviewed.

OTHER DONORS: The United States and Befgium are Burundi's major
Donor  pledges 10 | pilateral donor partners. France and Britain jointly fund HIV/AIDS
support the Peace | activities with USAID. Other important bilateral donors include: Austria
Process - in  Burundi | (water, sanitation and human rights), Germany (debt relief, conflict

. totaled $830 million at | mjtigation and prevention, democracy and health), and Italy (emergency
the 2001 Geneva | agsistance, HIV/AIDS, water and sanitation). Key muiltilateral donors are
Conference. the World Bank and the European Community. The UNDP and UNICEF

also provide important assistance. Donor activities are coordinated

through bi-monthly meetings. USAID coordinates HIV/AIDS activities with the French and British.
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Burundi

PROGRAM SUMMARY

{in thousands of dollars)

FY 2000 FY 2001 FY 2002 FY 2003

Accounts Actusl Actual * Estimated Request
Child Survival and Health Programs Fund 0 0 500 0
Development Assistance 0 0 3,000 4,000
Economic Support Fund 3,000 4,500 0 0
PL 480 Title Il 3.481 9,825 0 o
Total Program Funds 6,481 14,325 3.500 4,000

STRATEGIC OBJECTIVE SUMMARY
695-005 Foundation for a peaceful transition in Burundi established

CSH 0 4] 500 0
DA o 0 3,000 4,000
ESF 3.000 4,500 0 4]

* FY 2001 includes direct apportionment to Department of State of $1,000,000
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Democratic Republic of the Congo (DRC)

- THE DEVELOPMENT CHALLENGE: The Democratic
After three decades of decline and recent Republic of the Congo (DRC) has suffered from
conflicts, per capita GDP has fallen from | roplems of governance and economic decline for
$250 in 1990 to less than $78 today. three decades. Recent conflicts have left most
The under five mortality rate is 207 | gongolese in dire need of emergency assistance. In
deaths per 1,000. A recent study | pats of the country where fighting continues,
indicates that even in peaceful regions roughly 10% of the population is dying each year
untouched by the present conflict nearly {compared to a typical death rate of 2% for
half of the children are mainourished. developing countries). Even in psaceful areas, child
malnutrition rates ere alarming. Under five child
mortality is extremely high at 207 deaths per 1,000 due to malaria, infectious diseases, acute
malinutrition, diarrheel diseases, low routine immunization coverage, and limited access to potabie
water. The maternal mortality rete, estimated to be 1,837 deaths psr 100,000, could be one of the
highest in the world. HIV/AIDS prevalence rates continue to climb, with an infection rate of 5.1%.
The DRC government allocated approximately 25% of its national budget to education during the
1970s but less than 7% now. Non-governmental organizations (NGOs), including faith-based
organizations, provide the vast majority of social services throughout the country. Congolese and
international NGOs regularly compensate for weak governmental structures.

The World Bank estimates DRC's per capita gross domestic product (GDP) in 1999 at $78. GDP
has since declined. External debt at the end of 2000 was $12.9 billion, which, according to the
World Bank, equals roughly 280% of GDP and 900% of exports. The accumulated debt and severs
economic decline are due to both recent wars and decades of corruption and economic
mismanagement. Agricultural production has also suffered, snd crop diseases, such as cassava
mosaic virus, have exacerbated poverty and hunger. The ongoing war also threatens DRC's vast
equatorial forest and other vital natural resources of global importance. The DRC has five natural
World Heritage Sites, more than any other country in sub-Saharan Africa. All five, with
irreplaceable resources and species such as gorilla and the indigenous chimpanzee, the bonobo, are
endangered.

U.S. national interests in the DRC are: promotion of a democratic transition and sustainable
economic growth in a country key to the stability and prosperity of all of central Africa; conflict
reduction in a country where warfare still destabilizes vast regions and leads to a humanitarian
emergency affecting millions of Congolese; and amelioration of healith and environmental issues of
significance to the Congolese, the United States, and the global community. The DRC also is an
important ally in central Africa in the war against terrorism, and a location, where, if cheos occurs,
terrorist activities could burgeon.

THE USAID PROGRAM:
FY 2002 Estimate: $22.513 million FY 2003 Request: $21.500 million

The Program Data Sheet provided covers the one objective for which USAID is requesting funds.
Projects concentrate on improving primary health care services in rural areas, increasing
immunization coverage throughout the country, combating HIV/AIDS and malaris, enhancing food
security to reduce maimutrition, promoting a peaceful transition process under the Lusaka Cease-Fire
Agreement, and protecting the environment. FY 2002 funds will be used to implement ongoing
programs to improve heaith, promote peace, enhance food security, and protect the environment. In
addition to continuing on-going malaria core support to strengthening urban malaria control, the
Ministry of Heaith, with the consensus of all shareholders, has revised the malaria treatment policy
from chioroquine to fansidar, based on drug sensitivity tests. Implementation of the revised policy
will focus on supply, diffusion of guidelines to every health facility, training and community
education. The malaria policy will also address intermittent treatment during pregnancy. The mission
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is receiving infectious diseases funding for surveillance for the first time in FYO2. Building on polio
surveillance already on-going, there will be a link to integrated disease surveillance and response
(IDSR} and strengthening the system of regional and provincial laboratories. USAID also intends to
use FY 2002 funds to carry out new activities in response to a fluid and rapidly changing set of
circumstances

The speciic activities to be funded by FY 2002 and FY 2003 appropriations are described in greater
detait in the following Program Data Sheet. USAID plans to use FY 2003 funds to implement and
expand ongoing efforts.

OTHER PROGRAM ELEMENTS: Under the ESF-funded Great Lakes Justice Initiative (GLJI}, USAID
supports anti-corruption activities and projects to strengthen the capacity of democracy sector
NGOs in coalition building, advocacy, information development and dissemination, human rights
education, and justice promotion. Resources from the Displaced Children and Orphans Fund (DCOF)
support integrating demobilized child soldiers, street children, and child prostitutes into society.
USAID alsc supports projects to improve girls' access to primary education. USAID humanitarian
aid provides life-saving emergency assistance, including health, water, and sanitation services,
essential medicines, and food to vulnerable populations. USAID P.L. 480 emergency food
assistance provides food to refugees and Congolese in need.

OTHER DONORS: The United States is the largest bilateral donor, followed by Belgium. Other major
bilateral donors include France and the United Kingdom. Many donors, led by USAID and the
European Union, are active in providing emergency humanitarian assistance. Most donor assistance
is provided through international NGOs. ' Multilateral donors, such as the United Nations
Development Program and the World Bank, support institutional strengthening of various
government ministries, including the Ministry of Finance. The World Bank and the IMF are working
ciosely with the DRC government to improve the performance of the economy and to design
strategies to reduce poverty. The World Bank has recently begun a $50 million grant program and
has named a Kinshasa-based representative. Many bilateral and muiltilaterai donors, including the
United States, support the Inter-Congolese Dialogue, the process by which Congolese leaders are to
decide on the new political institutions to reunite their country. They are also preparing to support
reintegration of ex-combatants and other actions required to continue a transition to peace. The
World Bank has put forward positive proposals to enhance donor coordination.. Humanhitarian
actors, including the United States, have pushed for over two years for the placement of a
humanitarian coordinator from the UN system to improve coordination of the myriad humanitarian
interventions throughout the DRC. This position remains vacant.

204



Democratic Republic of the Congo

PROGRAM SUMMARY

{in thousands of dollars)

FY 2000 FY 2001 FY 2002 FY 2003

Accounts Actual Actusl Estimated Request
Child Survival and Disease Programs Fund 8,980 15,337 0 4]
Child Survival and Health Programs Fund 0 0 17,328 ]
Development Assistance B30 4,788 3,965 21,500
Economic Support Fund 2,000 4,978 0 ]
PL 480 Title 1l 3,332 14,244 1,220 0
Total Program Funds 15,142 39.347 22,513 21,500

STRATEGIC OBJECTIVE SUMMARY
660-001 The Congolese people are assisted 10 solve national, provincial and community problems through perticipatory processes

CSsD 8,980 15,337 0 0
CSH 0 0 17.328 0
DA 830 4,788 3,965 21,500
ESF 2,000 4,978 1] o
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Eritrea

- - ' THE DEVELOPMENT CHALLENGE: With the end of the two-year border
Despite Eritrea’s rank | conflict with Ethiopia, Eritrea has begun plans for post-conflict
as one of the poorest | reconstruction. Eritrea is among the poorest countries in the worid,
countries in the world, | c,nkeq at 148 out of 162 countries in the United Nation Development
it ranks 31%in healthy | programme’s Human Development Index for 2001. Life expectancy is
life expectancy due 10 | g1 years, while infant mortality is estimated at 66 deaths per 1,000.
a high commitment 10 | The HIV/AIDS epidemic is at an early stage in Eritrea, but the risk of
health care and a low | (apid spread is already high. The past mobilization of a large number of
level of corruption. Eritreans aged 18-40 years, and the planned demobilization may boost

transmission and carry HIV to rural areas.

Eritrea faces a number of new development challenges, including post-conflict reconstruction,
chronic drought, low skill and education levels, limited natural resources, demobilization and refugee
resettiement. According to International Monetary Fund and Central Bank of Eritrea estimates,
Eritrea experienced a negetive GDP growth rate of minus 8.2% in 2000. However, GDP is
projected to increase by a significant amount in 2001; contingent on tax and other reforms, it could
reach 7%. Per capita gross domestic product (GDP} in 2000 was estimated at $200. The budget
deficit was estimated at 48% of GDP, while external debt was estimated at $300 million, or 49%
of GDP.

U.S. national interests in Eritrea are two-fold. First, successful implementation of the peace
agreement between Eritrea and Ethiopia will lessen conflict and enhance regional stability in the
Greater Hom of Africa. Second, Eritrea has been and remains a staunch U.S. ally in combating
global terrorism.

THE USAID PROGRAM
FY 2002 Estimate: $10.338 million FY 2003 Request: $10.427 million

USAID has three objectives in Eritrea: increase the guality, availability and use of primary health
care services; expand rural incomes and employment; and develop human potential for economic
and democratic development through training and access to information through the intemet. FY
2002 funds will be used to implement ongoing programs in health, rural income expansion and
human potential development, and to expand HIV/AIDS prevention efforts. New activities will
support the demobilization and reintegration process and to expand information technology
initiatives. The specific activities to be funded with FY 2002 and 2003 appropriations are described
in more detail in the following Program Data Sheets. A new strategy is being developed, and new
notifications will be provided for FY 2003 funds once the strategy is approved.

OTHER PROGRAM ELEMENTS: in FY 2001, USAID/Washington and the Department of Agriculture
provided food assistance for intermnally displaced people, other war affected groups and drought
victims. In addition, the Department of State’s Office of Population, Refugees and Migration
provided assistance for the repatriation of refugees from Sudan. USAID/Washington humanitarian
assistance also supported water and sanitation and heatth services for intemally displaced groups,
and for seeds and tractor services for drought-affected areas. Eritrea also benefits from
USAID/Washington projects in health, information technology, women in development, human
capacity development, and conflict and famine early waming systems.

OTHER DONORS: ltaly and the United States are Eritrea’s first and second largest bilateral partners,
while the World Bank {demwobilization, economic recovery, health, human capacity development) and
European Union (energy, roads, education, food) are first and second overall. UN agencies manage
a diverse portfolio largely funded by other donors. Other major bilateral partners are the
Netherlands, Denmark, Norway, Sweden, France and Germany.
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Eritrea

PROGRAM SUMMARY

{in thousands of dollars)

FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actual Actual Estimated Request
Child Survival and Disease Programs Fund 4,133 4,516 o] 0
Child Survival and Health Programs Fund 4] o] 4,800 0
Development Assistance 4,694 5,603 5,638 8,619
PL 480 Title I} 2,560 2,830 o) 1,908
Total Program Funds 11,387 12,949 10,338 10,427
STRATEGIC OBJECTIVE SUMMARY
661-001 Increased use of Primary Health Care Services by Eritreans
csb 3,733 4,516 0 0
CSH 0 0 4,800 0
DA 200 345 0 3,900
661-002 increased income of enterprises, primarily rural, with emphasis on exports
DA 3,247 3,800 3,318 2,600
661-003 Increased capacity for accountable governance at local and national levels
CSb 400 0 0 0
DA 1,247 1,368 2,220 2,019
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Ethiopia

THE DEVELOPMENT CHALLENGE: Ethiopia has endured three wars and three major food security
emergencies in the past four decades. It is the second most populous country in sub-Saharan Africa
with a population estimated at over 63 million. The United
» Four to five milion | Nations Development Program Human Development Report

Ethiopians are chronically [ 2001 ranks Ethiopia as 158 out of 162 countries in the world

food insecure. on basic human indicators. Ethiopia has a very high HIV
» Infant mortality is 166 per | Prevalence rate. Matemal and child health and literacy rates
1,000. are among the lowest. Ethiopia’s development progress is
e The HIV/AIDS prevalence frequently djsrupted by severe drought, preventing the country
rate is 119%. from breaking the cycle of poverty. Much of Ethiopia‘s

population is perpetually at the brink of disaster, one bad

*  Overall literacy is 22%, .
harvest (or less} away from starvation.

With a population growth rate of 2.8%, Ethiopia will have over seven million more peopie by 20086,
Agricultural production is rising, but at a slower rate {2.49%), leading to an exponentially increasing
structural food deficit. Nevertheless, Ethiopia, with proper structural and market reforms and with
increased private sector investment, could feed itself. In December 2001, Ethiopia was approved
for debt relief (estimated foreign debt is $5.2 biilion) under the enhanced Heavily Indebted Poor
Country Initiative. Debt service savings should amount to nearly $100 million a year for 20 years
and must be used by Ethiopia for poverty reduction.

The United States’ national interests in Ethiopia are two-fold: strategically located between Somalia
and Sudan, Ethiopia is a vital ally in efforts to promote regional stability in the Hom of Africa and it
is also a key ally in the global war on terrorism.

THE USAID PROGRAM:
FY 2002 Estimate: $58.891 million FY 2003 Reguest: $77.335 million

USAID is requesting funds for six programs that promote food security; improve the health and
welfare of women and children; strengthen primary education systems —especially for girls; promote
good governance and the rule of law; mitigate disasters; and improve the livelihoods of pastoralists.
FY 2002 funds will be used to implement programs in agriculture and environment (food security);
chiid and maternal health; HIV/AIDS prevention and education; training, service provision, logistics
and management systems development for family planning and reproductive health; basic
education; financial expenditure management: judicial training; and disaster prevention and
mitigation. FY 2003 funding will enable USAID to enhance and expand these programs to
additional regions. Specific activities to be funded by FY 2002 and FY 2003 appropriations are
described in more detail in the Program Data Sheets.

ONGOING PROGRAMS FOR WHICH NO FY 2002 OR FY 2003 FUNDING IS REQUESTED: USAID is
not requesting new funds for the following programs, but is continuing to expend funds aiready
appropriated.

Last Planned Compiletion:
Number: Title: Notified:
663-001  Availability of Food Grain Crops FY 02 CBJ, p. 124 FY 2002

663-002 Primary and Preventative Health Services FY 02 CBJ, p. 128 FY 2002
663-003 Quality and Equity in Primary Education FY 02 CBJ, p. 132 FY 2002
663-004 Democracy and Governance FY 02CBJ, p. 136 FY 2002
663-005 Enhanced Household Food Security FY 02 CBJ. p. 141 FY 2002
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OTHER PROGRAM ELEMENTS: Food aid resources {(development and emergency) are a major
component of United States assistance to Ethiopia. Food aid resources and activities are fully
integrated into the USAID development program to address food security. In FY 2001
USAID/Washington provided $3.8 million in non-food humanitarian assistance to Ethiopia. The
funds assisted eight non-governmental organizations and United Nations agencies to support health,
nutrition, potable water, sanitation, animal health, and early warning activities, primarily in the
Somali, Tigray and Oromiya Regions.

USAID is working with the Packard and Gates Foundations to support initiatives in child survival and
reproductive health. A Farmer-to-Farmer program is implemented with funding from
USAID/Washington. In FY 2002, this program will expand efforts to all nine regional states and
Addis Ababa. USAID also supports centrally funded research in child health, teacher training for
Africa, and a pesticide disposal program.

OTHER DONORS: Major multilateral donors to Ethiopia are the Worid Bank, United Nations
organizations, the European Union, and the African Development Bank. The World Bank strongly
supports sector programs in education and health, HIV/AIDs, agricultural production, human
capacity development, and Ethiopia‘s rehabilitation and reconstruction program aiong the
Ethiopia/Eritrea border, The United States and Japan rank first and second among bilateral donor
partners, followed by Italy, ireland, Germany, and the Nordic countries. These latter support
specific program sectors such as environment, basic education, and social infrastructure. The British
are planning to restart programs, deferred during the border conflict, in basic education and food
security. Donor coordination in Ethiopia is good, especially in sector development programs in
roads, health, and education. Donor cooperation has been extremely effective this year in getting
government agreement on a new approach to food security policy. Coordinated emergency
responses to food aid needs, internally displaced populations, and HIV/AIDS have been extremely
effective.
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Ethiopia

PROGRAM SUMMARY

{in thousands of dollers)
FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actual Actusl Estimated Reguest
Child Survival and Disease Programs Fund 27,799 26,086 0 o
Child Survival and Health Programs Fund o] 0 26.507 o
Development Assistance 12,439 14,561 19,445 50,054
PL 480 Title 1) 139,666 102,982 12,938 27,281
Total Program Funds 179,904 143,629 58,891 77,3386
STRATEGIC OBJECTIVE SUMMARY
663-001 Incroased availability of selected domestically produced food grains
DA [ 3,667 | o] o 0
663-002 Increased use of primary and preventive health care services
CSD 13,150 0 0 (4]
DA 5,900 (+] 0 4]
€63-003 Quality and equity improved in an expanded system of primary education
CsSD 13,149 0 0 0
DA 1,000 0 0 0
663-004 Increased access to and participation in a democratic system
CsD 500 0 0 0
DA 1,872 0 0 0
663-005 Enhanced household food security in target areas
csD | 1,000 | 500 | o] 0
663-007 Rural Household Production and Productivity increased
CcsD 0 200 0 0
CSH 0 0 1,000 o
DA o 3.807 3,582 4,518
§63-008 Improved Family Heatth
CSD 0 11,470 o 0
CSH 0 0 24,027 0
DA 0 4,650 0 29,790
| §63-008 Quality and Equity in Primary Education System Enhanced
’ CSD 0 10,872 0 0
CSH 0 0 200 0
DA 0 0 11,750 11,050
863-010 More Effective Governance and Civil Society Developed
csD 0 1,646 0 0
DA 0 2,350 893 956
663-011 Mitigate the Effects of Disaster
CSD 0 998 0 (1]
CSH 0 0 930 0
DA 0 2,654 2,370 2,140
663-012 Improved Livelihoods for Pagtoralists and Agro-Pastoralists in w
CSD g 400 4] 0
CSH ¢] 0 350 0
DA 0 1,100 850 1,600
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Ghana

- THE DEVELOPMENT CHALLENGE: Ghana's recent national
Ghana ranks 119" out of election further consolidated democracy as the 20-year
162 countries in the latest | ivar/civil rule of Jerry Rawlings ended and the opposition party
UN Human Development won both the presidency and control of parliament. However, the
Index.  The ~ HIV/AIDS | ew government faces major challenges to increase economic
f"fe"t'o" rate is 4%, and growth and reduce poverty. Private sector growth, critical to
infant mortality is 57 per reducing poverty, is severely hampered by high interest rates, poor
1,000. economic management, and Ghana’s inability to attract sufficient
domestic and foreign capital investment. The extreme poverty rate
declined by 10% to 27% of total population from the 1990‘s, but 59% of the population located in
the rural savanna zone {(central and northern Ghena) are classified as extremely poor. The
international Monetary Fund estimates that Ghana's per capita gross domestic product was $270 in
2000 compared to $310 in 1999, due in large part to the devaluation of the cedi.

Overall performance on structural and macro-economic reforms has been good over the past 15
years with an average annual growth rate of 4.5% (ss compared with 2.9% for sub-Saharan
Africa), but such growth has been largely concentrated in finance, construction and gold and cocoa
exports. Ghana has also experienced periodic declines in the quality of macro-economic
management during election years {1992, 1996, and 2000) that caused cycies of inflation and
devaluation in the subsequent years. Having an extemal debt of $5.9 billion in 2001, Ghana has
enormous debt servicing costs. If both principaf and interest were paid, debt servicing would have
required over 70% of 2001 government revenue ($560 million). As it happened, not all debt could
be serviced. Ghana has applied for external debt relief under the Highly indebted Poor Countries
(HIPC) Initiative, which requires an approved poverty reduction strategy. The strategy that Ghana
has prepared is consistent with the U.S. foreign policy priorities and will focus on: 1) macro-
economic stability; 2) sustainable economic growth/increased employment; 3) basic education and
health services; 4) programs for those most vulnerable and at extreme risk; and 5) anti-corruption
and good governance.

Ghana continues to be of UJ.S. interest as the third largest trading partner in Sub-Saharan Africa. ht
plays a key role in promoting political and economic stability in the region and has a strong humen
rights record.

THE USAID PROGRAM:
FY 2002 Estimate: $46.062 million FY 2003 Request: $54.694 million

USAID/Ghana’s strategy supports the new Govemment of Ghana goal of poverty reduction through
private sector-led growth. It is based on a diversified economy, which will generate greater
amounts of investment, higher incomes and improved living standards. Improvements in education,
health, and citizen participation in the democratic processes are essential for achieving this
accelerated economic growth. The specific activities under the four Strategic Objectives {SOs) to
be funded by FY 2002 and FY 2003 appropriations are described in more detail in the following
Program Data Sheets. All funding is incremental funding for on-going - activities under existing
strategic objectives.

S0 1 (Increased Private Sector Growth) supports sustainable private sector-led growth through a
range of policy reforms and direct support 1o private enterprise. USAID also continues to support
new energy development as critical to increased economic growth, including the development of the
West African Gas Pipeline.
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SO 2 {Improved Effectiveness of Primary Education Systems) experienced considerable growth and
achievement during the past year moving frorm pilot efforts to rnainstreaming into school systems in
all of the 110 districts in the country. Nationwide test scores for English and Mathematics were
higher in program-assisted than in non-assisted schools.

SO 3 (Improved Family Health) programs have made significant contributions toward improving the
health of Ghanaians. A national HIV/AIDS program is helping to combat the spread of HIV/AIDS
through high profile media and behavior change activity. Immunization coverage increased, national
Vitamin A distribution commenced, and an anti-malaria program was launched. Family planning use
is also increasing. Activities under this SO will also support expanded community-based services
delivery and initiatives in health care financing. '

The main focus of SO 4 {Democracy and Governance Program) is to strengthen the legislature, anti-
corruption/accountability, and decentralization. Citizen access to information increased significantly
through the use of an expanding information and communication technology system funded through
USAID's Education for Democracy and Development Initiative.

~ OTHER PROGRAM ELEMENTS: The Women in Development Office within the Economic Growth,
Agriculture and Trade (EGAT) Bureau funds the “Strategies for Advancing Girls Education” (SAGE)
program that promotes increased school attendance by girls. The Democracy, Conflict and
Humanitarian Assistance Bureau is funding an adolescent reproductive heaith program through Plan
International. The Global Health Bureau funds several organizations {e.g. Population Council, Johns
Hopkins University, University of North Carolina, and Academy for Educational Development) to
undertake program activities in midwifery schools, promotion of breastfeeding, community-based
health services, and health training.

The African Trade and investment Policy Program (ATRIP) provided approximately $4 million to
support the development of the West African Gas Pipeline which will link the gas fields of Nigeria to
markets in Ghana, Togo, and Benin. ATRIP aiso supports capacity building efforts 1o meet
international grades and standards leading to increased agricultural exports.

The P.L. 480 Title ll resources are .supporting agroforestry and on-farm production (Adventist
Development and Relief Agency), and small and micro-enterprise, and micro-credit programs
{Technoserve). Significant expansion of the basic education program in the northern regions was
achieved with Title I resources (Catholic Relief Services). Title Il is also supporting programs to
improve nutritional practices and sanitation.

OTHER DONORS: Donor coordination is excellent in Ghana. There are active donor coordination
groups in 14 sectoral areas including health, education, and governance/democracy sectors.
Assistance to Ghana, in the forms of grants and concessional loans from over 20 multilateral and
bilateral donors is estimated at $919 million in 2001. The United States ranks third among bilateral
donors and contributes approximately 6% of that amount. USAID assistance is all through grants.
Donor assistance focuses on infrastructure, economic growth and poverty alleviation, agriculture,
education, heaith, family planning, and governance. Other major donors to Ghana include: the
World Bank (infrastructure, education, and health); the international Monetary Fund (structural
adjustment); United Nations agencies; Japan (the largest bilateral donor with programs in education,
health, and agriculture); the European Union {transportation infrastructure); Great Britain (second
largest bilateral donor with programs in public administration, health, education, rural infrastructure
and agriculture); Denmark (health, energy, and water); the Netherlands; Germany; France; Canada;
italy; and Spain.
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Ghana

PROGRAM SUMMARY

{in thousands of dofiars)

FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actual Actual Estimated Request
Child Survival and Disease Programs Fund 15,220 15,419 0 o
Child Survival and Heatth Programs Fund 0 0 19,455 o
Development Assistance 22,381 19,858 15,063 39,743
Economic Support Fund 0 4,500 (4] (]
PL 480 Title I 20,879 18,347 11,544 14,951
Total Program Funds 58,480 58,124 46,062 54,694
STRATEGIC OBJECTIVE SUMMARY
641-001 Increased private sector growth
DA 15,180 11,103 | 7,261 | 9,100
641-002 Increased effectiveness of the primary education system
CSD 5,370 5,857 0 0
DA 0 0 6.700 8.375
641-003 !mproved family heaith
CSD 9,850 9,562 0 0
CSH 0 0 19,455 0
DA 5,900 7,255 0 21,055
ESF 0 4,500 0 0
541-004 Public policy decisions better refiect civic input
DA 1,301 | 1,500 1,102 | 1.213
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Guines

THE DEVELOPMENT CHALLENGE: Guinea continues to be of major significance to U.S. foreign
policy interests as instability in the West Africa sub-region persists. Guinea has been a comerstone
of stability among the Mano River Union nations and has provided safe-haven to refugees flesing
conflict in the neighboring countries. In 2001, however, nearly 250,000 Guineans were dispiaced as
a result of cross-border attacks by rebels from Sierra Leone and Liberia. As a result, there is 8 need
to restore stability to these areas in Guinea and boister the impact of Sierra Leone program
activities. At the same time, changes to the Guinean Constitution in 2001 currently threaten to
reverse the trend toward political decentralization, with negative implications for democratic
participation. The United States will continue to work with Guinea to overcome these potential
sources of instability by supporting Guinea’'s progress toward democracy. A democratic and well-
governed Guinea is more likely to stay internally stable, which will strengthen the country’s ability
to respond-to immediate humanitarian needs while regaining the momentum it had previously
achieved in addressing the country’s long-term development challenges. Assistance to Guinea
supports the core U.S. values of mitigating conflict and human sutfering, promoting democracy, and
improving opportunities for free trade. Guinea’s recent admission to the United Nations Security
Council and its potential role as a moderate Muslim country in the global war against terrorism
further heighten its importance to U.S. foreign policy interests.

GDP Per Capita $330;| In addressing Guinea's development challenges, USAID has the

Population 7.2 million; GDP opportunity to help improve some of the country's development
Growth Rate 3.3%; Infant | indicators, among the lowest in the world. USAID and other donor

Child Mortality is 167 per | improve the lives of its citizens, has helped the country rise from
1,000; Life Expectancy is | the lowest-ranked country on the United Nations Development
46 vyears; Literacy Rate Program’s Human Development Index from 1991 to 1994 to 161
20%. out of 174 countries in 1999. Despite structural changes made to
the previously socialist economy, the country’s potential to
translate its substantial natural resource base into improved social and economic benefits for
Guinea’s 7.2 million citizens has yet to be reached. Instead, Guinea is characterized by a high
population growth rate, low literacy levels, poor leveis of school enroliment, and a burgeoning AIDS
epidemic. The extermnal security crisis has caused the government to divert resources and adjust its
development plan at the expense of a new poverty reduction strategy to which it has committed.
Significant opportunities to enhance economic growth resulting from the cancellation of Guinea’s
official debt under the Heavily Indebted Poor Countries (HIPC) Debt Relief Initiative and its eligibility
for the Africa Growth and Opportunity Act (AGOA} are potentially jeopardized by these unstable
conditions.

THE USAID PROGRAM:
FY 2002 Estimate: $21.923 million FY 2003 Reguest: $24.166 million

USAID’s program will continue to support Guinea’s development efforts through four strategic
objectives—natural resource management, health, education, and democracy—and by reinforcing
the intrinsic linkages between these sectors. USAID assists Guinea to (1) improve natural resource
management through increased sustainable agricultural production and economic growth; (2}
improve the health of the Guinean population; (3) build human capacity through basic education and
training; and {4) improve local and national governance through active citizen participation and
conflict mitigation.

USAID's program responds to the Agency’s focus on conflict mitigation and to the three program

pillars of Economic Growth, Agriculture and Trade; Global Health; and Democracy, Conflict, and
Humanitarian Assistance. Key activities to be implemented in FY 2002 include those that will
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significantly improve the economic well-being of thousands of small-scale farmers as a result of
increased cash crop production, more efficient agricultural marketing, and more profitable rural
enterprises. These economic incentives will also motivate the rural communities to invest more in
the conservation of their natural resource base, especially the protection of Guinea’s tropical
forests. USAID plans to address the newly documented rapid rise in HIV/AIDS prevalence with a
multi-sectoral program and strategy that raise Guinea’s institutional capacity to battle this new
threat to its security. Success in the eradication of polio will be consolidated to ensure that it does
not reappear. In addition, the Expanded Program of Immunization against other preventable diseases
will be significantly strengthened. Education sector activities that promote sustained school
enrollment among girls and rural equity will be expanded into 11 new prefectures. The most critical
and current source of conflict in Guinea will be addressed through the provision of support to four
political parties so as to engage the opposition, the ruling party, and the administration in 2 diaiogue
that promotes transparency and non-violence in the upcoming legislative elections.

OTHER PROGRAM ELEMENTS: U.S. Government assistance to Guinea in FY 2001 focused on
responding to the humanitarian crisis that erupted as a result of cross-border attacks sustained from
September 2000 to March 2001. The USAID Bureau for Democracy, Conflict, and Humanitarian
Assistance (DCHA} provided $8.6 million to support emergency agricultural programs, provide
essential food and non-food items, and coordinate humanitarian efforts targeting refugees and
Guineans displaced by the conflicts. The Department of State's Bureau of Population, Refugees and
Migration provided $22.8 million that was channeled through U.N. agencies, the International
Committee of the Red Cross, and PVOs in order to respond to the humanitarian crisis. USAID's
Education for Development and Democracy Initiative (EDDI) provides a scholarship fund to promote
girls’ enrollment in school. EDDI also will provide internet connectivity for the University of Kankan
and the Guinean National Assembly, enabling both institutions access to technology and
information. P.L. 480 Title Il activities, with a total monetized value of $7.4 million, focussed on
food security ahd sustainable agricuitural production.

OTHER DONORS: The United States and France are Guinea's first and second largest bilateral
partners. French development assistance focuses on natural resource management, fisheries, and
education. Other major bilateral donors and their principal
in 2000, bilateral and | areas of focus include Japan (heaith and natural resource
multilateral donors contributed a | management), Germany (education, heaith and NRM), Canada
total of $251,000,000 in | (NRM, health and education) and Kuwait. Multilateral donors
development and humanitarian | include the United Nations agencies, the World Bank (social
assistance to Guinea. sector restructuring}, and the European Union (infrastructure
and NRM). The European Union focuses on NRM activities in
the areas of Upper Niger and the Gambia River, and supports the development of a transnational
park in the Fouta Djallon highlands and Upper Guinea. German assistance helps protect two large
classified forests in Guinea's Forest Region. The World Bank, WHO and UNICEF are important
health sector partners and contribute to improving the routine immunization program, to which
Japan contributes all vaccines. The World Bank and German assistance provide health centers with
equipment and pharmaceuticals for sexually transmitted infections, while Germany co-funds with
USAID private- sector social-marketing activities. The World Bank, the European Union, Japan,
Germany, the African Development Bank, and France support school construction programs, .as well
as programs promoting girls' enroliment in school; France, the World Bank, and Germany are also
involved in supporting teacher training and curriculum development programs in the education
sector.
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Guinea

PROGRAM SUMMARY

(in thousands of dollars)
FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actual Actual Estimated Recuiest
Child Survival and Dissase Programs Fund 9,930 9,354 (1] o
Child Survivai and Health Programs Fund 1) o 5,650 0
Davelopment Assistance 8.634 9,168 12,942 20,725
PL 480 Title it 8,965 10,712 3.3 3,401
Tota! Program Funds 27,529 29,234 21,923 24,188
STRATEGIC OBJECTIVE SUMMARY

6875-001 Increased use of sustainable naturai resource Management practices

DA | 3,572 | 5,638 | 5,979 | 7.880
875-002 Increased use of esssntial FP/MCH and STIVHIV AIDS-prevention services and practices

csD 4,925 4,360 o o0

CSH 0 o 5,650 0

DA 2,800 2,230 (3] 4,960
6§75-003 Qualitypdmafyodmlﬁonpvovidodtoahmrmmmcfﬁmm. with amphasis on girls and nural children

CsD 5,005 4,994 0 [+]

DA 0 +] 5,700 6,500
676-004 Improved local and national gavernance through active citizen participation

DA | 2,262 | 1,300 1,263 | 1,385
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Kenya

THE DEVELOPMENT CHALLENGE: Kenya is at a crossroads. The upcoming general election in
2002, promising the first new president after more than two decades, offers a real political
transition and an opportunity for political and economic transformation. There are presently two
broad challenges: Kenya's current political and govemance structure in which public office is used
for private gain; and Kenya's stagnating economic performance. While the problems facing Kenya
reflect in part challenges such as recurring droughts, floods, falling export commodity prices, violent
conflict and public security concerns, Kenya’s poor performance is also due to a policy environment
that is not conducive to rapid and sustained economic growth. The new leadership will have the
opportunity to restore public confidence and promote economic growth.

Kenya has considerable resources that could allow it to grow at a Over 13% of the
significantly greater rate than it has over the last decede. Kenya benefits adult population are
from a hard working, comparatively well educated population; a dynamic HIV-positive and
entrepreneurial private sector at the microenterprise to the multinational HIV is estimated to
level; a relatively diversified economy; and basic infrastructure, albeit in result in a 1.3%
need of repair and modernization. Compared to most of Africa, Kenya has reduction in annual
relative political stability and its govemment institutions are growing
towards those of a mature and effective democracy.

economic growth.

However, over the past 40 years, the population of Kenya has nearly quadrupled, from eight million
in the early 1960s to about 30 million today, diminishing the impact of a $10.5 billion gross
domestic product {GDP) to a per capita GDP of only $350. HIV sero-prevalence rose from 4.8% of
the adult (ages 15 to 49) population in 1990 to 13.5% in 2000. Following decades of steady
decline, mortality of children under age five increased by 25% during the 1990s. Malaria continues
to be the infectious disease that kills the most children, but HIV/AIDS is becoming an important
factor. Despite the reduction in fertility, and the increase in mortality, the population continues to
grow by over 2% annually, well in excess of the economic growth rate and far too fast for the
country’s natural resource base. Over half of Kenya's population lives below the poverty line. Its
economic structure and production practices need to be modemized to improve its competitiveness
and meet the demands of its rapidly growing population without straining Kenya’s limited arable
land and natural resource base. Kenya's economic growth rate declined from 1.4% in 1998 to a
negative 0.3% in 2001 mainly due to severe drought, poor infrastructure, and insecurity.
Widespread corruption and weak governance institutions undermine management of public
resources, the effectiveness of the public service, the rule of law, and accountability. Weak
govemance institutions and increasing population aiso keep infrastructure such as roads, railway,
and telecommunications from needed maintenance or modernization. These weaknesses deter
private investment, higher economic growth, job creation, and poverty reduction.

Kenya remains a high priority country for U.S. foreign policy interests. Kenya has consistently
supported the United States in its fight against terrorism and transnational threats to U.S. national
security. As the third largest economy in sub-Saharan Africa, Kenya is the dominant economy in
the Greater Homn of Africa. Kenya, as a center for commercial and economic activity in a regional
market of nearly 200 million people, has the potential to promote economic growth and stability
throughout the region.

THE USAID PROGRAM:
FY 2002 Estimate: $49.971 million FY 2003 Request: $58.827 million

USAID’s integrated strategic plan identifies four strategic objectives for which funding is requested:
health and family planning, natural resources management, democracy and govemance, and
economic growth. USAID’s program continues and buiids upon program successes in crucial areas
such as family planning, smallholder agriculture, microenterprise development, democracy and
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governance, and HIV/AIDS. The population and heaith program will work to reduce fertility rates and
the risk of HIV/AIDS transmission through sustainable, integrated family planning, health services,
child survival interventions, health sector reform, and improved health care financing. USAID's
increase in FY 2003 resources will expand the fight against HIV/AIDS. The natural resources
management program will work to improve natural resources management in targeted biodiverse
areas by and for stakehoiders and will have the added benefit of contributing significantly to the
resumption of economic growth since tourism is Kenya's second largest earner of foreign exchange.
The democracy and governance program will work to increase the effectiveness of civil society
organizations, increase the independence of Kenya’s parliament, and promote a more transparent
and competitive electoral process. USAID’s program to promote increased rural household incomes
will focus on improvements to smallholder agriculture and increased micro-enterprise activities in
rural areas.

ONGOING PROGRAMS FOR WHICH NO NEW FY 2002 OR FY 2003 FUNDING IS REQUESTED

The USAID/Kenya program includes the following activities for which USAID is not requesting new
funds, but is continuing to expend funds ziready appropriated.

Last Pianned
Number: Title: Notified Completion:
615-004 Bomb Response Program FYO2CBJ, p. 244 FY2003

OTHER PROGRAM ELEMENTS: With funding from USAID/Washington, the Kenya program has-
supported malaria research through the Centers for Disease Control and Prevention. in collaboration
with USAID/Washington, three U.S. private voluntary organizations are implementing child survival
interventions in Kenya. With funding from USAID's Education for Deveiopment and Democracy
Initiative and from the Leland Initiative, USAID has helped provide scholarships to secondary school
girls from poor families, assisted 22 educational institutions, provided internet connectivity to
primary and secondary schools and e-mail services to Kenya’s parliament. Funding provided jointly
by USAID/Kenya and other regional and bilaterai missions working in the region has dramaticaliy
increased the use of improved technologies resulting in increased milk production per cow. and
increased incomes for smal! dairy farmers.

OTHER DONORS: Among the leading bilateral donors to Kenya, the United States ranks as the third
largest after Japan and the United Kingdom (UK). The main donors to the democracy and
governance sector include the UK, the Netherlands, Denmark, Sweden, Germany, the European
Union (EU}, and Canada. The World Bank, the African Development Bank, Germany, the EU, and
Japan support development of non-traditional agricultural exports. USAID is the leading donor in
the micro- and small enterprise sector in Kenya. Other donors that support microfinance services
(credit and savings) include the UK, the EU, the Netherlands, Denmark, and the United Nations
Development Program (UNDP). In the natural resources management (NRM) sector, the major
donors include -the Netherlands, the UK, Japan, Sweden, Belgium, Finland, Germany, Denmark, the
EU, the World Bank, the UNDP, and the United Nations Environment Program (UNEP). USAID is the
leading donor to Kenya's population and health sector. Other donors in this sector include the UK,
Japan, United Nations Children’s Fund (UNICEF), United Nations Fund for Population Activities, the
Joint United Nations Programme on HIV/AIDS (UNAIDS), EU, the German Kreditanstait fur
Wiederaufbau (KfW), and the World Bank. There is a high degree of coordination among USAID and
other donors.
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Kenya

PROGRAM SUMMARY
{in thousands of dollars)
FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actual Actusl Estimated Request
Child Survival andd Disease Programs Fund 11,370 13.272 o 0
Chiid Survival and Health Programs Fund o 0 27,783 0
Developsnent Assistance 21,503 19,927 12,347 486,693
Economic Support Fund 700 2,400 0 0
PL 480 Title I 29,664 48,174 9,861 12,134
Total Program Funds 63,237 83.773 49,971 58.827
STRATEGIC OBJECTIVE SUMMARY

615-001 Effective Demand for Sustainable Political, Constitutional and Legal Reform Created

DA 4,500 1] 0 O

ESF 700 1] 0 o
615-002 Increased Commercialization of Smallholder Agriculture and Natural Resources Management

DA | 10,703 | ol 0| 0
£156-003 Reduce Fertility and the Risk of HIV/AIDS Transmission Through Sustainable, Integrated Family Planning and Health Services

CSsD 11,370 13,272 0 (4]

CSH 0o 0 27,763 o

DA 6,300 5,800 0 33,413
615-005 Improved Natural Resources Management in Targeted Biodiverse Areas by and for the Stakehoiders

DA | 0| 3,200 2,518 | 2.980
615-006 Sustainable Reforms and Accountable Govemance Strengthened to improve the Balance of Power Among the institutions of

DA o 2,330 2,494 3.000

ESF o} 2,400 0 o
615-007 Increased Rural Household Incomes

DA | 0 8,597 | 7.335 | 7.300
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Liberia

— THE DEVELOPMENT CHALLENGE: Long after presidential
Liberia has not recovered from the | gjactions in 1997 marked the end of its civil war, Liberia
Civil War and its aftermath. Much | ;oatinues to face overwhelming challenges. The sconomy
of the economy has been | anq the Government of Liberia (GOL) are in disarray and
destroyed. Physical, humen and | pagic human needs are being supplied by the donor
social infrastructures have been ! community. Eighty percent of the country’s 2.6 million
severely damaged. Many Liberians | e5pje live in poverty. Eighty percent are illiterate. Severse
are still psychologically atfected. unemployment has become the norm. Corruption is
widespread. The current government’s policies on human
rights and fostering regional insecurity have prevented the international community from providing
the support that Liberia desperately needs to overcome its serious problems. Fiscally, the
government is in a dire financial condition. Liberia’s external debt amounts to over $2.2 billion,
more than five times its GDP. Most revenues and expenditures are off-budget. Therefore, the GOL
does not have the means to service this debt and provide for the basic human needs of its people.
Given the current political environment, and until such time as effective engagement can be
resumed with the GOL, USAID will be working with intemational and local non-govemmental
organizations and community groups to help provide basic services, while directing its primary effort
toward the strengthening of Liberia's civil society to build self-reliance and foster civic education
and human rights. In this way, civil society will, hopefully, be positioned to take advantage of a
political opening whenever that might occur. USAID will also support national reconcilistion
between political parties, as well as working with the intemational donor community in supporting
Liberia’s presidential and general elections scheduled for 2003.

U.S. assistance has been critical to maintaining internal stability to avoid a retum to a destructive
and costly humanitarian crisis. USAID programs have provided social services to resettied
populations, training for ex-combatants, support for health and educational institutions, and feeding
~ programs for vulnerable groups. The USAID program supports U.S. national interests through
promoting good governance, reducing human suffering, and promoting regional stability.

THE USAID PROGRAM:
FY 2002 Estimate: $6.519 million FY 2003 Request: $6.227 million

The attached Program Data Sheets cover the three Strategic Objectives (SOs} for which USAID is
requesting funds. These three SOs concentrate on increasing civil society’s capacity for supporting
the restoration of good governance in Liberia while improving food security and access to essential
health care services.

In FY 2002, USAID assistance will fund international and national non-government organizations
{NGOs) by integrating and supporting maternal, reproductive and child health services, including
HIV/AIDS. The USAID/Liberia program will continue to implement activities that improve the food
security and health status of the Liberian people. USAID, in cooperation with the intemational
donor community, will provide assistance to prepare for viable 2003 presidential and general
elections. USAID activities in FY 2002 are funded with resources from the Development Assistance
Account, P.L. 480 Title i, and the Child Survival and Heaith Fund.

In FY 2003, USAID plans to refocus its agricultural activities on key issues affecting rural economic
growth. The program will work within the current political and economic transitional context now
facing Liberia, but will attempt to start addressing the long-term developmental issues confronting
the nation. i approved, the Rural Economic Growth program will replace the current agricultural
program beginning in FY 2004. Health activities will continue, with greater focus on community
capacity building. In addition, USAID intends 1o take the lead in strengthening health sector NGOs
enabling them to engage the government in a dialogue on key health sector policy issues affecting
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the population. USAID will also continue its assistance in civic education and human rights.
Activities in FY 2003 will be supported with resources from the Development Assistance fund and
P.L. 480 Title Il.

ONGOING PROGRAMS FOR WHICH NO NEW FY 2002 OR FY 2003 FUNDING IS REQUESTED: The
USAID program in Liberia under the previous strategy has residual activities that are ongoing and
require no new FY 2002 funding.

Number: Title: Last Notified: Planned Completion;_

669-001: Successful Democratic Transition, CB., FY 2001 FY 2001
Including Free and Fair Elections. pp. 264-269

669-002: Successful Transition from Relief
to Recovery Through a Community  CBJ, FY 2001 FY 2001
Reintegration Program. pp. 268-271

OTHER PROGRAM ELEMENTS: The USAID/Liberia mission has been enhanced with funding from
the Leahy War Victims Fund and the Displaced Children and Orphans Fund. The Leahy War Victims
Fund has been used to provide corrective surgical services as well as prostheses and physiotherapy
for the disabled. Physiotherapy for children affected by polio and other mobility disorders is also
being provided. The Displaced Children and Orphans Fund supports activities that promote social
and economic reintegration of war-affected youth through their participation in vocational and
literacy education, child’s rights advocacy, youth networking and HIV/AIDS education and
awareness activities at the community levei.

OTHER DONORS: The deteriorating political situation
coupled with the GOL's involvement in the Sierra Leone
conflict has resulted in increasing alfienation’ from the
international community. United Nations sanctions
against members of the current Government remain in
force. This has manifested itself in a significant decrease
of donor engagement in the country. The European Union
(EU} remains Liberia’s largest donor, followed by the United States. Coordination with the EU has
been exceptionally close and can be seen with the geographic coverage of development programs.
For the most part, the EU has provided coverage in southern and eastern Liberia, with USAID
covering the northern counties {with the exception of Lofa County for security reasons). Taiwan
has also provided significant assistance towards the country's reconstruction program. Other major
bilateral and multilateral donors include Britain, Canada, Denmark, France, the Netherlands, Sweden,
and the United Nations. Neither the Worid Bank nor the International Monetary Fund is active in
Liberia. Donor activities include assistance to improve food security, democracy and gavernance,
income generation, and basic health care.

The European Union is Liberia's
targest donor, followed by the
United States, which provides one
third of the total assistance to
Liberia.
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Liberia

PROGRAM SUMMARY

in thousends of doliers)
FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actual Actusl Estimated Request
Child Survival and Disease Programs Fund 2552 1,850 ) %)
Child Survival and Heshth Programs Fund 0 0 2,000 )
Development Assistance 4,140 5720 3,225 5.200
PL 480 Tile I 3,27 3,062 1,204 1,027
Total Program Funds 9,963 10,632 6.519 6227
STRATEGIC OBJECTIVE SUMMARY

669-001 Successful Democratic Transition, Including Free and Fair Elections

DA | 1,000 | o] o] )
869002 Successiul Transition From Ralief to Recovery through 8 Community Reintegation Program

CcsD 2.552 0 0 0

DA 3,140 0 0 0
860-003 Increased Use of Essertial Primary Health Care (PHC} Services Through Civil Society, 669-003

' CSD 0 1,850 0 )

CSH 0 0 2,000 0

DA 0 850 0 2,100
669-004 Increased Food Security In Targeted Araes, 669-004

DA ! o] 3,270 | 2,665 | 2.500
669-005 increased Role of Civil Society in Democratic Governancs, 669-005

DA | of 1,600 | 560 | 600
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Madagascar

THE DEVELOPMENT CHALLENGE: Poverty, unproductive agriculture and weak governance continue
to threaten Madagascar’s unique natural resource base and its biodiversity. The vast majority
(70%) of Madagascar's population {growing at over 3% per year) depends on low-productivity,
extensive agriculture for its livelihood. Yet, this is the main and most severe source of
environmental degradation. Deforestation, bush fires, and extensive cropping of marginal lands
result in destruction of ground cover necessary to prevent soil erosion, contnbuting to an annual
loss of significant amounts of topsoil. Degradation threatens not only biological diversity, but also
watershed and soil stability vital to the agrarian economy, and carbon storage to mitigate climate
change.

Seventy-one percent of Madagascar’s people were living in poverty in 2000. Poverty in Madagascar
is more widespread in rural areas; 75% of the rural population lives below the poverty line,
compared to 50% in urban areas. Forty-nine percent of Malagasy people are illiterate. Infant
mortality {under age 1) has improved slightly to 88 deaths per 1,000 and matemal mortality is
stable at 488 deaths per 100,000. This situation is mainly due to low economic growth and a
rapidly increasing population against the backdrop of the country’s 20 years of failed socialist
economic and regulatory policies that discouraged private sector investment and growth.

The national presidential election held on December 16, 2001 marks an important step on the
country’s continuing path towards democratic development, following on late 2000 elections of
provincial councils. This recent movement toward greater decentralization provides an opening to
bring development activities closer to local populations and to adjust inputs to local needs and
circumstances.

U.S. foreign assistance to Madagascar is motivated by three primary interests: Madagascar's natural
resources - notably its unique biodiversity, which is of immeasurable global importance; the
country’s growing importance as a commercial partner, as demonstrated by its exceptional response
to the African Growth and Opportunity Act {AGOA); and the deep poverty of its people,
exacerbated by their vuinerability to recurrent natural disasters, continued food insecurity, and
discontinuity in government management of social sector priorities. Complementary interests include
the nascent HIV/AIDS epidemic, which further threatens improved economic well being, and the
evolution of the country’s transition to democracy.

THE USAID PROGRAM:
FY 2002 Estimate: $27.247 million FY 2003 Request: $28.260 million

The Program Data Sheets provided cover the three objectives for which USAID is requesting funds.
FY 2002 is the final year of funding for USAID/Madagascar's FY 1998-2003 strstegy. A new
strategy will be approved in FY 2002 with funding beginning in FY 2003. The new program is
expected to focus on: environment; agricuiture and trade development; health, population and
nutrition; and democratic governance. Requested P.L. 480 food aid resources are critical to
assuring that USAID’s assistance reaches vuinerable populations.

OTHER PROGRAM ELEMENTS: USAID continues to play a catalytic role in bringing the benefits of
the Internet to Madagascer using past investments from Leland Initiative and additional resources
from the Africa Regional Education for Democracy and Development Initiative. USAID helped to
extend the capacity of the intemet gateway in the capital as well as to install a high-speed Intemet
Point of Presence in four of Madagascar's most important secondary cities over the last two years.
Establishment of a local Cisco Networking Academy, 8 campus computer network and intemet
connectivity to Malagasy civil society and other partner organizations will be completed in early
2002. In collaboration with the Africa Regional Office of the Global Technology Network, a iocal
branch for Madagascar was established, with 110 local firms expressing interest in the Global
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Technology Network program. One firm has concluded a contract with a U.S. company and seven
Malagasy firms are actively involved in negotiations. With USAID/Washington funding, awareness
workshops on regional and multilateral trading systems and the development of a strategic plan for
the Madagascar-U.S. Business Council are underway. USAID/Washington funds also are supporting
partia! privatization and financial service improvements at the National Savings Bank. USAID will
continue to implement cyclone rehabilitation and disaster preparedness activities, for which $20
million in International Disaster Assistance funds was received in FYs 2000 and 2001.

OTHER DONORS: In rank order the World Bank, France, the United States, the European Union, and
Japan are the key donors. Transportation and communications, health and education, environment,
and agriculture remain the priority investment areas for donor support. Donor coordination is well
established on disaster relief, HIV/AIDS prevention, structural reform, natural resource management,
rural development and food security, improved governance and transparency, and strengthening civil
society. USAID has also established fruitful partnerships with other donors, private businesses and
toundations. In the past year, alone, USAID has leveraged resources from the Packard Foundation,
CISCO Networking Academies, Global Alliance for Vaccination and Immunization {GAVI),
Conservation international, and Catholic Relief Services.
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Madagascar
PROGRAM SUMMARY
{in thousands of dollars)
FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actusl Actual Estimated Request
Child Survival and Disease Programs Fund 4,050 4,185 0 0
Child Survival and Health Programs Fund 4] 0 8,975 0
Development Assistance 12,916 15,183 9,240 17,628
Economic Support Fund 132 0 (4] o
PL 480 Trde I} 7,102 5,011 9,032 10,732
Total Program Funds 24,200 24,379 27.247 28.260
STRATEGIC OBJECTIVE SUMMARY

687-001 Improved environment for private initiative

DA 1,866 1,763 1,240 785

ESF 132 0 0 o
687-002 Smaller, healthier famiies

CSD 4,050 4,185 0 o

CSH 0 1] 8,975 1]

DA 3,600 4,237 o 7,743
687-003 Biologically diverse ecosystems conserved in priofity conservation 20nes

DA 7,450 9,183 8.000 | 9.000

231



THE DEVELOPMENT CHALLENGE: The United States’ national interests in Malawi are the promotion
of development through market-based economic growth and support for democratic govemance. In
1994, Malawi underwent a peaceful political transition from decades of one-party autocracy to a
multi-party democracy. Accompanying this political transformation were fundamental economic
liberalization and political reforms. Further economic reforms and democratic institutional
development are necessary 10 ensure the continued consolidation of a free market democracy in
Malawi, a U.S. ally and supporter of U.S. interests in regional development and political issues.

Malawi's political and economic development is impeded because it is a landlocked, single cash crop
agricuftural economy with concentrated ownership of assets, limited foreign and domestic investment,
and a high population growth and density. A legacy of
suthoritarian abuses has left 8 heritage of cuitural tolerance to
political terror within civil society, effectively curbing the
expression of democratic freedoms. Life expectancy in
Malawi is under 40 years. Infant mortality is 104 per 1,000
and malnutrition afflicts 50% of the population. Only halt of
the population has access to safe drinking water and 16% of
the adult population is infected with HIV/AIDS. The World
Bank estimated that Malawi is one of the poorest countries in
the world with a per capita gross domestic product in 2000 of $180.

Life expectancy is under 40 years
and falling because of HIV/AIDS.
50% of the population is
malnourished. Infant mortality is
104 per 1,000; HIV/AIDS affects
16% of the adult population; and
GDP per capita is less than $180.

Malawi's economic growth potential is constrained by limited human capacity. The country’s basic
education system is weak; schools are overcrowded:; teachers are not adequately trained; and
teaching materials are inadequate.

External debt in December 2001 was $2.5 billion, owed primarily to muitilateral institutions, with debt
servicing absorbing more than a quarter of the Government of Malawi's (GOM's) revenue. Malawi is
not indebted to the United States directly. In December 2000, Malawi was approved for debt relief
under the Enhanced Heavily indebted Poor Country initiative; this is expected to reduce Malawi's
average annual debt service by about $50 million over the next five years,

THE USAID PROGRAM:
FY 2002 Estimate: $32.742 million FY 2003 Request: $37.167 million

FY 2002 funds will be used to promote economic growth, demacracy and govemance, health, family
planning, health and nutrition, and basic education. The FY 2003 USAID program ains to increase
economic productivity by addressing critical needs in health and education. At the same time, USAID
seeks to create income and employment opportunities for the average Malawian so that USAID’s
short-term investments in the social sectors of democracy, health, and education can be sustained
over the long term. Food security and economic growth will be fostered through agricultural reform
and modem farming practices that can transiate into increased agricultural productivity, efficiency,
and globai market access, which in tum create off-farm employment opportunities. USAID programs
promote citizens’ understanding of their rights and responsibilities to increase participation in
democratic decision-making.

A community-level social mobilization campaign supported by USAID has resulted in a marked
increase in female enroliment at the primary level and & dramatic increase in the number of girls
entering secondary school. FY 2003 funds will address the quality of education, which declined as a
result of the policy decision to promote universal enroliment. Activities will improve teachers’
professional skills; develop the schools’ abilities to respond to the needs of the student population;
and ensure the successful implementation and monitoring of critical reform policies.
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All FY 2002 and FY 2003 funds will support ongoing programs as described in the following Program
Data Sheets.

ONGOING PROGRAMS FOR WHICH NO FY 2002 OR FY 2003 FUNDING IS REQUESTED:
The USAID program in Malawi includes the following objectives for which USAID is not requesting
new funds, but is continuing to expend funds already appropriated.

Number: Title: Notified _Completion;
612-001 Increased Agricuftural Incomes FYO02 CBJ, p. 313 FY 2003
612-002 Natural Resource Management FY02 CBJ, p. 317 FY 2003

612-003 Improved Health including Child Health FY02 CBJ, p. 321 FY 2002
612-004 Quality Basic Education _ FY02 CBJ, p. 326 FY 2002
612-005 Democratic Participation FY02 CBJ, p. 330 FY 2002

OTHER PROGRAM ELEMENTS: In addition to the resources requested in the Program Data Sheets,
USAID has an ongoing P.L. 480 Title Il Food for Development program. This activity is integrated into
the Mission's economic growth and health, population and nutrition programs. In addition, the
Mission continues to work closely with the centrally managed Famine Early Warning System (FEWS)
to assist Malawi in its food monitoring situation, and the Leland Initiative, which has -opened up the
Internet to commercial interests and lowered cost to Malawian consumers. The Mission also works
closely with the Africa Bureau in the development of Malawi's private sector and trade capacity.
Specifically, African Trade and Investment Project (ATRIP) funding has permitted the development of
Malawian business interests in support of the African Growth and Opportunity Act (AGOA) and direct
foreign investment, while the Equity and Growth through Economic Research (EAGER) Project -has
enabled the mission to identify constraints or barriers to private sector expansion.

CTHER DONORS: Overall development assistance to Malawi totals about $400 million per year,
excluding debt relief. The United Kingdom is by far the largest bilateral donor and works in-many
sectors, including budget support. The scale of the USAID program ranks in the second tier of
bilateral donors, which includes Canada, Norway, Japan, Germany and Denmark. Germany focuses
on health, education, and democracy and governance; Norway is addressing HIV/AIDS, health,
agriculture, and natural resources; Japan works in agriculture and infrastructure while Denmark
concentrates on democracy and governance, education, agriculture, and natural resource
management. The Canadian program focuses on health, HIV/AIDS and education. In conjunction
with the United Kingdom and Denmark, USAID is assisting the Malawian National Assembly to
improve the interaction between civil society and government.  Multilateral donors include the
United Nations agencies, the European Union, the World Bank, the International Monetary Fund .and
the African Development Bank.
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Malawi

PROGRAM SUMMARY

{in thousands of dollars}
FY 2000 FY 2001 FY 2002 FY 2003
Actust Actusl Estienatad Request
Child Survival and Disease Programs Fund 11,856 14,862 0 0
Child Survive! and Health Programs Fund 0 ) 15,815 0
Development Assistance 19,048 13,150 13,028 30,877
PL 480 Title Il 4,003 1,754 4,099 6,290
Total Program Funds 34,907 29.768 32,742 37,167
STRATEGIC OBJECTIVE SUMMARY

612-001 Increased Agricuitural Incomes on & Per Capita Basis

DA | 8,379 | 3 o] 0
612-002 increased Sustsinable Use, Conservation and Management of Renewabls Natural Resources

DA | 6,387 | 3,500 | o] 0
612-003 incressed Adoption of Measures that Reduce Fertility and Risk of HIV/AIDS Transmission, including improved Child Health

cSD 8,300 _ 0 0 0

DA 2,800 [} 0 0
612-004 Increased Access to, and improved Quality and Efficiency of Basic Education, Especially for Girls

CSD -] 3,556 | 0 ol 0
812-005 _Institutional Base for Democratic Participation Strengthened and Broadened

' DA [ 1,482 | oi o 0

612-006 Sustainable Increases in Rural Incomes

DA | o} 8,170 7,273 | 8.589
812-007 Increased Civic Involvement in the Rule of Law

DA [ o] 1,200 § 756 | 808
612-008 Behaviors Adopted that Reduce Fertiiity and Risk of HIV/AIDS and improve Child Health

CcSD 0 10,651 0 0

CSH 0 0 15,315 0

DA 0 2,280 [) 17.080
612-009 Improved Quality and Efficiency of Basic Education

) 0 4,211 0 0

CcSH 0 0 300 0

DA 0 0 6,000 4,400
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Mali ranks 153rd out of 162 | THE DEVELOPMENT CHALLENGE: A landlocked Seahelian
countries on the United Nations | country with a per capita income of $250 and a population
Human Development Index. of 10.5 million, Mali has an agriculturally based economy in
Infant mortality is 123 per 1,000. | which cotton, livestock and cereals predominate. Mali's high
66% of Mali’s population is under | level of poverty makes it one of the most compelling cases
26 years old. for development assistance. Mali's development challenges
include:

a rapidly growing population with a fertility rate of 6.7;

an adult population with 75% illiteracy;

a low level of agricultural production with limited infrastructure;

a fragile natural resource environment with 8 high vuinerability to unreliable rainfall:

community organizations with limited ability to serve as partners in a decentralized govermment
system;

a population with 72.8% below the poverty line;

the fourth highest rate of infant mortality in the world; and

e the thirteenth highest maternal mortality rate in the world.

Notwithstanding its economic problems, Mali has made remarkable progress in liberalizing its
economy and has laid the foundation for a vibrant system of decentralized democratic governance.
Mali has set an exarmple within West Africa for political and economic liberalization, which is
essential for increased U.S. trade and investment. Mali is & force for stability in the region and has
been forthright in its support of the linited States.

During his May 2001 visit to Mali, Secretary of State Colin Powell said that Mali is an example to
the world on how to peacefully transition from a dictatorship to a free and democratic govemment.
Mali has been commended by the World Bank and International Monetary Fund for economic reform,
currently illustrated by the government’s participatory development of the Poverty Reduction
Strategic Plan. Mali has made exceptional progress in market liberalization, having lifted controls on
all consumer pricing, including for food and fuel. Decentrelized decision-making and effective civic
action are progressing steadily, with community-level governing councils operating nationwide.

THE USAID PROGRAM:
FY 2002 Estimate: $32.756 million FY 2003 Reguest: $32.961 million

The Program Data Sheets describe the specific activities to be funded by USAID in FY 2002 and FY
2003. USAID assistance to Mali is concentrated in five strategic areas:

increasing access to improved health care and basic education;

increasing economic opportunities and income (largely through agriculturs);

strengthening civil society, community organizations and local govermnment;

impraving access to and use of development information {using intemet and rural radio); and
enhancing regional stability in northern Mali.

These areas address the priorities of the United States while matching Mali's development
concerns. USAID/Mali's strategy supports the Malian govemment’'s goal of poverty reduction
through private sector-led growth and increased access to health services and educational
opportunity. USAID/Mali's strategy is based on a diversified economy offering broad participation
by all of Mali's citizens, in order to generate larger amounts of investment, higher incomes and
improved living standards.

USAID/Mali plans to use a portion of the FY 2002 funds to implement ongoing programs in health,
basic education, economic growth, agriculture, environment, democratic governance, development
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in the North and information and communication technologies under Mali's Country Strategic Plan
FY 1996 to FY 2003. USAID is currently designing a new Country Strategic Plan FY 2003 to FY
2012 that builds upon successes achieved. USAID expects to review Mali’s new strategic plan in
mid-2002. When approved, USAID/Mali plans to use the balance of FY 2002 funds, in addition to
FY 2003 funding, for new programs in health, basic education, economic growth, agriculture,
environment, democratic governance, and information technofogy, under the new Mali Country
Strategic Plan that will be implemented from FY 2003 to FY 2012.

USAID continues to be a leader in donor coordination and said reform in Mali, with active
participation in the formulation of Mali's Poverty Reduction Strategic Pian and collaborative efforts
at programming assistance to priority sectors, principally in the areas of health, family planning,
basic education, decentralization, trade, and agriculture.

OTHER PROGRAM ELEMENTS: Mali actively participates in the Leland Initiative, the Education for
Development and Democracy Initiative, the Micro-enterprise Initiative, the Heavily Indebted Poor
Country Debt Reduction Initiative, the Internet for Economic Development initiative, and the Africa
Trade and Investment Policy Program. Mali is a partner in the new Cutting Hunger in Africa
Initiative and Malian President Konare serves on its Board of Directors. Food For Peace P.L. 480
resources are monetized in other countries to generate loca! currency that is used for development
activities in Mali and neighboring countries under a regional food security program.

OTHER DONORS: The United States is a major donor, ranking third
and providing roughly 12% of Mali's total bilateral and multilateral
Mali's development in donor ass;istance in 2000. In order of importance, the other major
2000 donors include: the World Bank, European Union, France,

: International Monetary Fund, Japan, United Nations agencies,
Germany, the Netherlands, Canada, Norway, Switzerland, and Belgium. Coordination with other
donors is implemented largely through the aid reform initiative of the Development Assistance
Committee of the Organization for Economic Cooperation and Development.

Donors provided about
$300 million to support
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Mali
PROGRAM SUMMARY
{in thousands of dollars)
FY 2000 FY 200 FY 2002 FY 2003
Accounts Actual Actusl Estimated Request
Child Survival and Disease Programs Fund 12,878 12,433 0 ]
Chiid Survival and Health Programs Fund 4] ] 13.31 0
Development Assistance 22,370 22,054 19,435 32,961
Development Credit Authority 0 29 1] 0
Economic Support Fund 0 750 0 0
PL 480 Tide Il 3,908 2,372 o 0
Yotal Program Funds 39,153 37,708 32,756 32,961
STRATEGIC OBJECTIVE SUMMARY

688-001 Improved social and economic behaviors among youth

csD 12,178 12,433 0 0

CSH o 0 5,800 0

DA 4,117 5,995 2,700 0
688-002 Increased value-added of specific economic sectors to nationsl income

DA 10,753 5,782 3,319 ]

DCA 0 99 0 0
688-003 Community oiganizations in target communes are effactive parthers in democratic govemance

DA 3,500 4,687 2,300 0

ESF 0 750 0 0
688-004 Improved access to and facilitated use of information

DA | 1,200 1,500 | aso | 0
688-005 Development in the North

CSD 700 0 0 0

DA 2,800 4,090 1,181 0
688-XX6 Reproductive and Child Health

CSH o] [ 7.521 0

DA 0 0 0 11,421
688-XX7 Expanded and Improved Basic Educstion

DA | of of 3,469 | 6,050
688-XXB Shared Governance Through 3

DA | ol ol 1,636 | 4,692
688-XX9 Accelerated Economic Growth

DA B o] 0] 3,830 | 9,798
688-Y10_Information Technology

DA | ol ol 550 | 1,000
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strong gross domestic product growth --
war-to-peace transition.

economic opportunities for families to lift themseives out of poverty. There are six priority areas:
agriculture and rural development; education; health; basic infrastructure (roads,
good govemance, and justice; and macroeconomic and financial sector policies,
strategy, in September 2001 the international community approved the reduction of
international debt under the Enhanced Heavily indebted Poor Countries initiative;
followed suit with debt relief pledges at the October 2001 Consultative Group meetings.

Given Mozambique's importance in providing ocean access
for several landlocked countries and its proximity to the
industrial heartland of South Africa, political stability and

The Govemment of Mozambique’s
central objective is to reduce levels

economic growth in Mozambique contribute to U.S. national
interests of peace, stability, and economic growth
throughout Southern Africa. As a rapidly growing economy,

of absolute poverty from 70% in
1997 to 60% in 2005 and to 50%
by the end of this decade. its action

plan emphasizes policies to stimulate
investment and productivity, in order
to sustain broad-based annual GDP
growth averaging at least 8%.

Mozambique provides an emerging market for U.S, exports
and continues to attract significant U.S, investment in
agriculture, fisheries, minerals, and natural gas reserves.

Still, the development challenges in this transition economy
are daunting. Per capita annual GDP is still only about $220. The Ccurrency was devalued in 2001
by 31%. While inflation is low, it did reach double digits in 2001. In the political sphere, aithough
both the influence of civil society and government transparency and accountability continue to
grow, crime and pervasive petty corruption must be subdued to restore citizen and investor
confidence in state institutions. Sixty percent of aduits are illiterate, and while the majority of
seven-year-olds now attend school, fewer than 20% of them are likely to reach secondary school.

remains 46 years. Even if successfully checked in the medium term, the costs of HIV/AIDS to
Mozambique’s economy are expected to be large, with: (1) the loss of economically active adults in
their prime earning years; {2) increased dependency, i.e., more children, especiaily orphans, for each
economically productive aduit: and (3} increased costs of treating the ill and the dying, and reduced
savings and capital accurnulation capacity of family and friends. Donor resources and private
investment are needed if Mozambique is to maintain its growth,

THE USAID PROGRAM:

FY 2002 Estimate: $48.319 million FY 2003 Request: $62.362 million

Both ongoing and new activities are Ssummarized in the following four Program Data Sheets, which
describe activities to achieve:
* Increased rural househoid income;
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« Effective democratic governance;
e Increased use of essential maternal/child health and family planning services; and an
e Improved enabling environment for private sector-led growth and development.

Each of these programs makes & direct and significant contribution to one or more of the
Administration’s foreign aid pillars {economic growth, agriculture, and trade; global health; and
democracy, conflict prevention, and humanitarian assistance}. Together, they broaden participation
in political life and economic growth for all Mozambicans.

USAID field activities target the most populous and high-potential areas of the country — Manica,
Nampula, Sofala, and Zambezia provinces — through community-level investments in the agricuitural
sector. The agriculture program also works at the national level. refining the role of the public
sector while building capacity in the private sector. The community level health initiatives also work
in the same provinces, as well as Gaza and Niassa provinces, while HIV/AIDS interventions are
delivered nationwide. The democracy program strengthens the national legislature and mechanisms
for citizen participatibn, including political parties and civil society organizations. USAID’s program
to support a viable enabling environment for private sector-led growth facilitates the dialogue
between government and the private sector to refine and implement a pro-trade and investment
approach to economic growth. In FY 2002 USAID will continue implementation of a $132 million
international disaster assistance funded post-flood reconstruction program in roads {$35 million},
raiiroads ($55 million}, and agricultural and commercial trade recovery ($42 million).

OTHER PROGRAM ELEMENTS: P.L. 480 Title Il food aid continues to be an integral part of
USAID’s program in both FY 2002 and 2003 and complements the efforts to help rural poor
households to raise incomes and improve food security.

OTHER DONORS: Overall donor assistance to Mozambique’s economic growth and poverty
reduction strategy is expected to total approximately $722 million in 2002, with $5677 million in
grants and the balance as concessional loans. The U.S. remains the largest bilateral donor,
providing over $54 million in grants and monetized food aid in FY 2002. Other major donors inciude
the World Bank, the International Monetary Fund, the United Nations agencies, the European Union,
the Netheriands, Sweden, Denmark, Switzerland, ltaly, France, and Norway. Portugal, South
Africa, and the United Kingdom are major sources of private investment in Mozambique. Donor
coordination working groups are active in all of USAID's strategic areas. A common and important
aspect is Mozambican Government leadership of each working group. USAID is partnered with the
World Bank, the European Union (EU) and other bilateral European donors, in close cooperation with
the Ministry of Agriculture, to improve agricultural policy and restructure the agricultural public
sector. USAID is a leading member of the Ministry of Health-chaired donor working group that
includes Canada, the Netherlands, the EU, Japan, the World Bank and several other European
Governments. USAID and the World Bank have also implemented complementary efforts to
improve the environment for private sector growth, Of particular note are ten public-private forums
to discuss and develop policies that foster private sector-led growth and development.
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Mozambique

PROGRAM SUMMARY

{in thousands of dollers)
FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actual Actual Estimated Ragquest
Child Survival and Disease Programs Fund 11,950 12,953 o o
Child Survival and Health Programs Fund 0 o 19,277 [+]
Deavelopment Assistance 37,569 31,489 21,681 45,492
Economic Support Fund 500 600 0 0
PL 480 Tite I 23,627 23,137 7.361 16,870
Total Program Funds 73,8648 68,159 48,318 82,362
STRATEGIC OBJECTIVE SUMMARY

856-001 Increased rural houssehold incomae in focus area

DA i 25,177 | 18,840 17,910 | 19,842
656-002 Governmemt and civil society are effective partners in democratic govemancs at the national snd local levels

DA 1,872 1,812 1,261 1,350

ESF 500 600 0 0
656-003 iIncreased use of essential maternal and child health and family planning services in focus arsas

csD 11,950 12,883 0 o

CSH 0 Q 19,277 0

DA 6,100 5,260 0 21,800
§56-004 Improved snabling environment for privete sector-led growth and development

DA 4,420 | 5.487 | 2,510 2,500
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Namibia

Namibia's distribution of [ THE DEVELOPMENT CHALLENGE: Namibia has emerged as an
income is among the most | African success story since its independence from South Africa in
inequitable in the world:; 1990. Great strides have been made in building a parliamentary
20% of Namibians are | democracy, expanding the benefits of a free-market economy,
infected with HIV/AIDS. and equalizing and expanding education opportunities. These
investments have contributed to continued peace and security,
but it will take more time to overcome the inequality in income and related poverty that a century of
colonialism and apartheid left in its wake.

With the wealthiest 1% of the population eaming more than the poorest 509%, Namibia's income
distribution is among the most unequal in the world. Unemployment is estimated at 35% while
another 25% of the population is underemployed. The inability to generate adequate levels of
employment is a symptom of economic stagnation, with the growth per capita averaging just 1.5%
since independence. Siow economic growth will continue until Namibia is able to fully shed the
colonial economic mocdel whereby resources are extracted and exported with kttle vaiue added.
Prospects are enhanced by the government’s commitment to free market policies, Namibia‘s modem
telecommunications and transportation infrastructure, and the rich resource base on which the
couritry rests.

As serious as the unemployment problem is, the greatest threat to Namibia's future is an HIV
infection rate of 20%. AIDS deaths have already cut into the ranks of teachers and other kesy
professionals and the country has seen its life expectancy at birth drop from 60 years in 1991 10 46
years today. The epidemic is expected to result in 118,000 orphans by 2006 and 2 15% to 25%
shrinkage of the economy by 2010.

In addition to seeking the country’s support for U.S. foreign policy, the U.S. nationai interest in
Namibia is based on the desire to maintain and deepen Namibia’s status as an African success story
and to enhance its ability to contribute to peace, security, and stability on the African continent.

THE USAID PROGRAM:
FY 2002 Estimate: $6.768 million FY 2003 Request: $5.48 million

USAID is requesting funds for ongoing objectives which, together, are designed to strengthen
Namibia through the economic, social and political empowerment of historically disadvantaged
Namibians. These programs promote private enterprise developmeant, improve education in grades
one through four, increase the environmental and economic benefits of community based natural
resource management, strengthen democracy and curb the spread of HIV/AIDS. FY 2002 funds will-
be used to finance ongoing activities under four of these objectives.

ONGOING PROGRAMS FOR WHICH NO FY 2002 OR FY 2003 FUNDING IS REQUESTED:
The USAID program in Namibia includes the following objective for which USAID is not requesting
new funds, but is continuing to expend funds aiready appropriated.

Last Planned
Number: Title: Notified: Completion:
673-004 Democracy and FY 02 CBJ, p. 419 FY 2003

Governance

OTHER PROGRAM ELEMENTS: With funding totaling $3.0 million provided over FYs 2000 and
2001, the Education for Democracy and Development Initiative {EDDI) continues to support
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USAID's bilateral programs, including the introduction of information technology to accelerate
development, the promotion of youth entrepreneurship, and assistance for the education and social
needs of children orphaned by the HiV/AIDS crisis. in FY 2001, USAID’s Regional Center for
Southern Africa (RCSA) contributed 41 million to help support the achievement of objectives under
the Community Based Natural Resource Management Program. Plans are underway for the RCSA to
make an additional contribution to the program in FY 02.

USAID's HIV/AIDS program budget has been supplemented with support from the Regional and
Urban Development Office (RUDQO) and the Africa Bureau's Office of Sustainable Development.
RUDO will continue to support in FYs 02-03 the efforts of local government authorities to reduce
HIV/AIDS impacts at the community level. RUDO and the Center for Democracy and Governance
have provided support for the democracy program. With the support of the Leland Initiative and the
Center for Human Capacity Development's DOT.COM program, USAID is designing a cross-cutting
information technology strategy in FY 2002 to be implemented during the FY 2002-2003 period.
Over the FY 2001-2002 period, the Center for Human Capacity Development is also financing an
International Foundation for Education Self Help program in which four Amaerican volunteers are
training local teachers and Namibian bankers are sent for short-term training in the U.S.

OTHER DONORS: USAID is the second largest bilateral donor in Namibia, after Germany. Despite
its relatively modest size, the USAID program is visible, strategic, and results-oriented. While donor
coordination in Namibia could be improved, relationships are good, and USAID works actively with
other donors to ensure complementarity in its sectors of interest. United Nations .agencies have
begun to piay an important role in catalyzing a coordinated response to the HIV/AIDS epidemic.
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Namibia

PROGRAM SUMMARY
(in thousands of dollars)
FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actual Actual Estimated Request
Child Survival and Disease Programs Fund 4,002 4,383 0 0
Chitd Survival and Health Programs Fund o o 500 1]
Development Assistance 7.237 5,498 6,258 5,480
PL 480 Tite N 434 0 (4] 0
Total Program Funds 11,673 9.881 6.758 5,480
STRATEGIC OBJECTIVE SUMMARY

673-001 Economic empowerment of historically disadvantaged Namibians theough accelerated private sector growth

DA | 2,760 | of 1,350 | 1,400
673-002 Improved delivery of quality primary education 10 Namibian leamers in grades 1.4 in the most disadvantaged schools

CSD 3,002 1,998 0 0

DA 1,000 0 2,684 1,800
673-003 increased benefits received by Historically Disadvantaged Namibians from sustainable jocal management of natural resources

DA 2,619 | 3,800 | 2,224 | 1,880
673-004 Incressed accountability of parfiament to ail Namibian citizens

DA | 858 | 1,698 | o 0
673-005 increased Service Utilization and improved Behavior Related to STDs and HIV/AIDS in Target Communities in Namibia

CsD 1,000 2,385 0 0/

CSH [4) 0 S00 0|

DA 0 4] o 400 |
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Nigeria

Nigeria‘s is the third fastest growing | THE DEVELOPMENT CHALLENGE: With the 1998-9
population in the world, behind India | transition from military to elected govemment in Nigeria,
and Pakistan. The population of | the U.S.-Nigeria bilateral relstionship moved from
120 million will double in 24 years. | confrontation to intensive cooperation on a full range of
Life expectancy is 55 years; literacy | economic, political, and Security issues. The United
rete is 50%; under-five mortality is | States strongly Supports Nigeria’s democratic transition,
143 per 1,000 live births; and | recognizing its immediate and long-term implications for
HIV/AIDS affects over 2.7 million | the country and the region as a whole. Nigeria is Africa‘s
people. most populous country, accounts for 8% of U.S. oil
imports, and is the dominant economic and political force
in West Africa. There is more U.S. investment in Nigeria than in any other country in Africs.
Nigeria’'s population is extremely diverse. It has the largest Muskim Population in Africa. Nigeria has

economic mismanagement. It continues to Struggle to consolidate democratic institutions and the
rule of law, develop a sustainable market-based economy, and boost public confidence in the
democratic transition. The fast-approaching national, state, and local elections in 2003 bring
additional urgency to reform efforts.

Despite Nigeria’s relative oil wealth, poverty is widespread. It ranks 136 out of 162 on the UN
Human Development Index of social indicators. GNP per capita, at about $260, is below the level
at independence 40 years ago. About 66% of the population now falls below the extremsa poveny
line of roughty one U.S. dollar a day. Life expectancy is only 52 years and the infant mortality rate
is 143 per 1,000 live births. A high annual population growth rate (3%) will double the. population
in 24 years and heaith crises, including the HIV/AIDS pandemic, are worsening. Although Nigeria's
5.8% HIV prevalence rate reported in a November 2001 Govemment of Nigeria sentinel survey, is
relatively low compared to other African countries, the United Nations ranked Nigeria as the fourth

rate.

THE USAID PROGRAM:
FY 2002 Estimate: $55.614 million FY 2003 Request: $66.236 million

The USAID program in Nigeria has four objectives: (1) to sustain Nigeria’s transition to democratic
civilian government; {2) to strengthen the country’s capacity to undertake key economic reforms
and revive growth in the agricuiture sector; {3) to develop a foundation for education reform; and
{4) to increase the use of tamily planning, HIV/AIDS prevention, and child survival services.

For FY 2002, funds will be used to implement ongoing institutional capacity-building programs as
well as programs with more direct people-level impact, in support of these objectives. In democracy
and governance, funds will be used to: strengthen key governance institutions such as the National
Assembly, state legislatures, and state courts; support national, state and local elections; increase
political party participation; and strengthen civil society organizations. In economic reform and
agriculture, efforts wili continue to improve economic management, privatize key enterprises,
extend improved agricultural technologies to rural communities, accelerate efforts in biotechnology
development, increase the availability of financing to micro and smail enterprises, and address key
environmental concerns. In education, efforts will continue to improve English language literacy and
math skills in primary schools and provide workforce development training and job opportunities for
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unemployed youth. In health, efforts will continue to eradicate polio, increase coverage of routine
immunizations, improve maternal and chiid nutrition, increase the use and quality of voluntary family
planning services, and prevent and control infectious diseases such as malaria. For HIV/AIDS, the
program will continue to focus attention on prevention and assisting HIV positive individuals as well
as persons affected by HIV/AIDS, including orphans. Specific activities to be funded by FY 2002
and FY 2003 appropriations are described in more detail in the following Program Data Sheets.

ONGOING PROGRAMS FOR WHICH NO FY 2002 OR FY 2003 FUNDING IS REQUESTED: The
USAID program in Nigeria includes the following special objective for which USAID is not requesting
new funds, but is continuing to expend funds already appropriated:

Last Planned
Number. Title _Notified Completion
620-010 Infrastructure and Enhergy FYO2CBJ, p. 473 FY 2003

OTHER PROGRAM ELEMENTS: The West Africa Regional Program (WARP} being implemented in
Nigeria aims to enhance economic integration through assistance 10 public and ‘private sector
institutions, including the development of competitively priced and reliable supplies of energy.
WARP also focuses on the development of early detection and response mechanisms to prevent
regional conflicts. WARP activities provide support to ECOWAS in Nigeria through technical
assistance and training for the West Africa Power Pool, West Africa Gas Pipeline, and other
economic integration and regional conflict prevention activities. The African Rural Social Science
program provides small research grants for policy analysis in rural development, building capacity. for
researchers and providing analyses and data for policy decisions. The Sustainable Tree Crop
Program, being implemented by the Internationai Institute for Tropical Agriculture, strives 1o improve
the quality of production and marketing of coffee and cocoa for export.

OTHER DONORS: USAID is one of the largest bilateral donors, second only to the British, and plays
a key role in macroeconomic management, agriculture, democracy and governance, education and
the health sector. USAID collaborates with the World Bank, UNESCO, the United Nations
internationat Children's Education Fund (UNICEF), the United Nations AIDS Program, the United
Nations Development Program (UNDP), World Health Organization, the British Department of
international Development (DFID}, the European Union, the Japanese international Cooperation
Agency (JICA), and other international organizations such as the Gates Foundation, Rotacy
international, and the Packard Foundation. USAID co-chairs the in-country donor committees on
democracy and governance with UNDP, and education with UNESCO. USAID is the largest bilateral
donor in the democracy and governance and education sectors. USAID is a key player in
macroeconomic reform and collaborates with the World Bank and the international Monetary Fund
on key macroeconomic policy initiatives and capacity building in key economic management
inctitutions. In health, USAID has joined forces with the Japanese government on a joint effort to
address HIV/AIDS and infectious diseases. As a result of USAID's technical expertise and
knowledge of the HIV/AIDS situation in Nigeria, the Japanese are developing a program to fund both
HIV/AIDS prevention and infectious disease programs that will compiement USG and other donot
efforts. to date.
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Nigeria

PROGRAM SUMMARY

{in thousands of dollers)
FY 2000 FY 2001 FY 2002 FY 2003
Accounts Actual Actusl Estimated Reguest
Child Survival and Disease Programs Fund 17,000 23,363 0 (4]
Child Survival and Health Programs Fund o o 37,066 0
Development Assistance 20,500 30,941 18,548 66,235
Economic Support Fund 20,000 23,445 0 ]
Total Progeams Fueds 67,500 77,749 55.614 68,235
STRATEGIC OBJECTIVE SUMMARY
620-006 Transition to Democratic Civilian Govemnance Sustained
DA 5,500 8,099 6.886 7,373
ESF 4,900 9.330 1] o
620-007 Strengthen Institutional Capacity for Economic Reform and Enhance Capacity to Revive Agricultursl Growth
CA 7,000 9,142 7,492 11,131
ESF 3.000 10,309 0 o
620-008 Develop the Foundation for Education Reform
Cso 2,000 3,163 0 0
DA 2,500 2,700 4170 5.375
ESF 1,000 2,351 (s] o
620-009 lncrnsedmMFM%MWWNWWHNIAIDSWNWMW.Sq)portivo
CSsD 15,000 20,200 0 0
CSH 0 0 37,066 0
DA 4,000 11,000 0 42,356
ESF 0 1,055 0 0
6§20-010 improved Management of Critical Elements of the Infrastructure and Energy Sector
DA 1.500 0 ] [+
ESF 11,100 400 0 0
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Rwanda

THE DEVELOPMENT CHALLENGE: Eight years after the 1994 genocide, Rwanda continues to
recover from the devastating loss of human capacity and destruction of much of its basic social and
economic infrastructure. Serious threats to security are ongoing, with intermittent rebel incursions
into Rwanda, turmoil in neighboring Burundi and the Democratic Republic of the Congo, and current
tension with former ally Uganda.

Average adult literacy Over 60% of Rwanda’s eight million people live below the poverty
rate is 52%; average of line. The health sector continues to face severe problems with
5.8 births per woman; | 2verage life expectancy dropping to 40 years, and an infant mortality
51% of civil servants rate of 107 per 1,000 births. HIV/AIDS, malaria and tuberculosis
have not completed combined with the lack of child and reproductive heaith services and
secondary school. adequate nutrition are the main causes of morbidity and mortality.
The process of demobilizing and reintegrating tens of thousands of
ex-combatants and the expected release of tens of thousands more prisoners under gacaca, the
traditional legal process to try genocide-reiated crimes that begins this year, will pose even greater
challenges to security and economic deveiopment. These groups are expected to contribute to an
increase in the overall rate of HIV/AIDS infection, presently estimated at 11% for Rwandan aduits.

Rwanda is characterized by weak democratic institutions. While the govemnment is developing
democratic governmental processes, help is needed to ensure transparency and inclusiveness. The
first local elections in Rwanda's history were held in 2001. The justice system is being
strengthened to fairly and efficiently address the backlog of over 120,000 untried cases for
genocide-related crimes. Local governments are beginning to assume responsibility for many of the
social services previously maintained by the centrai govemment. The government is involved in an
impressive effort to educate and inform citizens of their rights and responsibilities under a more
pluralistic system,. . :

The high population growth rate {over 3%), in a country that is already densely populated {317
peopie/square kilometer), results in a tremendous pressure on the land and on the environment. An
estimated 81% of the working population is engaged in agriculture at the subsistence level with the
average farm size decreasing from 2.5 acres in 1991 to 1.75 acres in 2000. Cusment farming
practices often result in severe erosion, which in tum causes a decline in soil fertility and increases
the over-use of hazardous pesticides, resulting in numerous environmental probiems.

The U.S. national interest in Rwanda is primarily humanitarian—to reduce the possibility of future
ethnic violence and humanitarian catastrophes. A second, equally important U.S. national interest
in Rwanda is peace and stability in the region. A hesithy, educated and productively employed
population living in a democratic environment will accomplish this goal.

USAID PROGRAM:
FY 2002 Estimate: $24.687 million FY 2003 Request: $29.152 million

The USAID program is well-focussed and targeted to address Rwanda's challenges. The following
Program Data Sheets cover in more detail the three objectives for which USAID is requesting funds,
and the specific activities to be funded by FY 2002 and 2003 appropriations. These three
objectives concentrate on institutional enhancements in food security and economic growth through
investment in the agricultural sector, the continued development of the rule of law and transparency
in governance, and the improvement and availabiiity of health services. The USAID program utilizes
HIV/AIDS funds to promote behavior change, provide care and support to infected persons, and
assist vulnerable children and families. HIVAIDS prevention and mitigation, gender, and conflict
prevention are cross-cutting themes that are being addressed under all three objectives. FY 2002
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funds will be used to implement the programs as currently planned and previously described in last
year's Congressional Budget Justification.

OTHER PROGRAM ELEMENTS: P.L. 480 food aid continues to be an integral part of USAID's
program in FY 2002 and 2003. Food aid supports sfforts to improve agricultural productivity and
increase food security. Under the Leland Initiative, USAID also intends to use FY 2002 funds to
carry out new activities in the area of information communication technology. Child Survivai grants
are funded by the Democracy, Conflict and Hurnanitarian Assistance Bureau.

OTHER DONORS: Donor coordination is good. The United Kingdom and the United States are
Rwanda’s first and second largest bilateral partners. USAID, along with the United Kingdom,
Germany, the European Union, Swedish International Development Cooperation Agency,
Switzerland, Belgium and the United Nations Development Program actively coordinate activities
related to national unity and reconciliation

Other major bilateral donors and their principle areas of focus, include Germany {(conflict
management and civic education), Belgium {judicial matters), United Kingdom (education), Sweden
(humean rights and social sector restructuring), Switzerland (civil society), France (policy), Canada
{(gender) and the Netherlands (justice and decentraliza