The Secretary of State

DISTRIBUTION STATEMENTA
Approved for Public Release
Distribution Unlimited

Congressional Budget Justification for

FOREIGN OPERATIONS




Congressional Budget Justification for

FOREIGN OPERATIONS
FISCAL YEAR 2001

OFFICE OF THE SECRETARY OF STATE
RESOURCES, PLANS AND POLICY

e 20000602 137




CONGRESSIONAL BUDGET JUSTIFICATION FOR

FOREIGN OPERATIONS

FISCAL YEAR 2001

TABLE OF CONTENTS
INTRODUCTION
Statement by the Secretary of State...............ocooiiii 1
International Affairs Mission Statement .................c.occeerienicinieeniceiicicn 6
Tables: v
International Affairs Budget Request by Appropriation Account - Summary ....... 7
International Affairs Budget Request by Appropriation Account - Detail............. 8

REQUEST BY APPROPRIATION ACCOUNT

Export and Investment Assistance

Export-Import Bank of the United States ...........ccccccciinniiinniiiineinnnn, 11
Overseas Private Investment Corporation ...........cceeeevvvevieeeeeeeeinnenininnnne 14
Trade and Development AGENCY............uuvveeeeeeemeememmmemmineeninananes 17

Bilateral Economic Assistance

U.S. Agency for International Development

Sustainable Development Program OVerview .............ccoocovuveveeeenes v 19
Child Survival and Diseases Fund .............coooveeviiiiiiiiieeiiniiiiciiieneeeen. 23
Development ASSIStANCE ...........ccceiieeeierirrcceierriiiinine e 24
Development Fund for Africa ..........ocoevimeeeieeeiniiiieiiiieicceiies 26
International Disaster ASSISLANCE .........eeeeeeeuummeenmmemmeennneneneneeenees 27
USAID Credit Programs...........ccuuuuuieireeeeeermmemeneeenerereierriiiieeeeecceennnnns 30
USAID Operating EXPenses. .......ccccccecreeeerreerereerrererreneeeeeeneenneeeneeeennennns 32
USAID Office of the Inspector General .........ccccooeveeiiiiiniiiiiiininiieennneennn. 34
Other Bilateral Economic Assistance
Economic Support Fund .............ccoviiinniiiinniinnninnnn. J 35
Assistance for East Europe and the Baltic States ..........cccceeeeeeeiiiiiineennn. 40
Assistance for the Independent States of the Former Soviet Union........... 44
Independent Agency
Peace COmPs ....coeiiiiiiiiiiiire ettt et e e e e e e eeeeaaee s s s e s eran s 47
Inter-American Foundation...............c.cocoviiiiiniienieniieieeieee e 51
African Development Foundation............cooocveiiiiiiiiiiinnnnniinnieeeeen. 53




Department of State

International Narcotics Control and Law Enforcement ........................... 55
Migration and Refugee ASSIStANCE...........coevveeereeereerieieiereie e creennenes 85
U.S. Emergency Refugee and Migration Assistance Fund ...................... 85
Nonproliferation, Anti-terrorism, Demining, and Related Programs ........ 120

Department of the Treasury

Treasury Technical Assistance.......... s 123

Debt Restructuring Program...........c.cococeininiininineninniniicno, 126
Military Assistance

International Military Education and Training.............ccceeceveerriieeennnnn. 132

Foreign Military Financing ............ccccceeeeeecnveeeeerennnne [T 142

Peacekeeping OPerations..............ccevvvveeeeerinveeeeeessernneeeessenveeeesesennenns 148
Multilateral Economic Assistance

Multilateral Development Banks ...............coevvvivuiviiieiiiiiiiiiceeeeneeeeeeenn. 151

International Organizations and Programs ................eeeveeeenennnnneeeeeeennnn. 202

FY 2000 Supplemental and Advance Appropriations

Debt ReStTUCLUTING ........ccceiiiiiiiiieeeeeveeereeeiveiiee e e e e e e e e e e e e aeeeas 249
The Balkans and Southeast BEurope........ccccccceeeeeeeiiiiiiiiiiiiieeeccveeeeeenenans 250
Assistance to Plan Colombia..............c.covvvveieiiiiirevnnnnnn.. everer—aeaeerereee 253

II. REQUEST BY REGION

Sub-Saharan Africa
Overview by the Assistant Secretary....................cccoooveieiiiiiieieicen. 258
Country PrOgrams .........cooeeiviiiiiiiiiieeeiiiiereeiieeeeeeireeeeneiseseeanseerrnnnnss 265
Regional Programs ............cooiiiiiiiiiiniiieiiiircriseee e s e e eeeeeeeenans 330
East Asia and the Pacific
Overview by the Assistant Secretary...........ccccoveviiiveeeevnniiiieeereeccneeeeenn. 350
Country Programs ..........ccceeviviiiiireeieniiiiiieeeieeieeeineeeeeseesseeeeeeessmnnnenn. 357
Regional Programs ...........ccccoivviuiiiiiieiiieeeieeeeeesrniiereeeeeeeeseeeesseeennnns 382
Europe
Overview by the Assistant Secretary............c.cccevvvveeeereiinreeeeeeeecnieeeenn. 391
Country PrOgrams .........cccccceeviiiiiiiieenniieerereeeeniteneerre e esveeessnneees 398
Regional Programs ..........ccccuvvviveiieieiiieiiiiiiiiiiireeeeee e neeeeees 439
Near East '
Overview by the Assistant Secretary...................ococooveveveveieveeeneceene, 443
Country Programs .........ccccccceevevivvvenieeenccnnnnnnnn. eererrrrrrreeeeeaeeeeeeanan 448
Regional Programs .........ccccocvvvveiiiieieieiiiiiiiiinireeeeee e eeesennnensees 466

i




New Independent States

Overview by the Assistant Secretary..........coccoevmeniiininiiinnininnn 475
Country Programs ........ccccoevviviiiiiiiiiiiiiiiiiiiiiiiiiieeieeeeeennannee, 479
Regional Programs ...........eeeeeeemeemiiiiimiiiiiiiiinnes 513
South Asia
Overview by the Assistant Secretary..........ccevvvvvveiviiiiniiiiiiinenneennnnn. 517
Country Programs ..........ccccevviiiiiiiiiiiiiiiniiiiiiiiiiieeeee 524
Regional Programs ........cccccceviiiiiiiiiininniesiniiinieseniineecessnnese e 537
Western Hemisphere
Overview by the Assistant Secretary............ccceeevvveeeeereiieeceeeneeninnnennnnns 545
Country PrOZrams .......coooiviiiiiiiiiiiietiiniirreeceeeee e e e nrseeeesceeeesennas 550
Regional PrOZrams ..........cceeeiiiieeceiiiiiiieeeeeccccciiiiieeeeee s e s e seciveveeeeeees 601
Global Programs
Global Programs ..........ccccceeeviiiiiiiiiii e 603
SUPPORTING INFORMATION
Arms Control Considerations.............cceeeereeereeereeiereeeeersresineeeeeeeeesssesesnnnnes 629
Estimating Foreign Military Sales...........ccooeveiummmerurimininnnieeccsseennes 631
Table: FMS and Construction Sales ...........cccccevvrerereiiirnciiciiiiieeeeeeennn, 632
Foreign Military Sales Administrative COStS...........ccceeviuurnnceririersereeeeeeaennn 636
Table: Foreign Military Sales Administrative Costs...........ccccvvvreeeeeennnn. 637
Overseas Military Program Management e et s e e 638
Table: Overseas Military Program Management - Costs..............c......... 641
Table: Overseas Military Program Management - Personnel Strengths ...647
Excess Defense Articles (EDA) ..........uuuuuuummmieiiiiieiceinineeeeeeeeeeeeeeeeenns 652
Table: Grants of Defense Articles under the Foreign Assistance Act ...... 653
Table: Sales of Defense Articles under
Foreign Military Sales Provisions...........cccccceeecvveeeeeecnnnnnnn. 656
Leased Defense ArtiCles ..........cccvveeiieiviieiriniiieeeescrreeeseennreeeeeeeevreeeeeeanees 659
Table: Leases under the Arms Export Control Act ........ccovvveeeevinnennenns 660
Stockpiling of Defense Articles for Foreign Countries ..........ccccceceeevvveeeennnee. 661
Table: Value of Annual Ceilings for Stockpiling .......c.cccccevvvuveeinnennee. 662

Countries and International Organizations Eligible for
Purchasing Defense Articles and Services ........c.ccccccoeevvuvveeeeeeieeeeninninnnns 663

iii




Commercial Exports Licensed or Approved under the

Arms EXpOrt Control ACt .........ccceeveeieiiiiiirieetieeeeeeeeeeeeseeeeesesesseesenns 669
End-Use Monitoring PrOZIams..........c.oceevuiiiiiveiiineeeeeeeseeseeeseessesssesnssieas 671
Table: Commercial Exports Licensed or Approved under the

Arms Export Control ACt ..........cccvvvviiveriiieieeeeeeeeeeseeeeenens 674

Table: Military Funding ............................................................................ 680
Table: Legislative History of Authorizations and Appropriations .................. 685
Table: All Spigots by Appropriation ACCOUNt ..........ecueeeveeveeeeeeeeeeeeeeevinnn 696
G10SSArY Of ACTONYMS.......ccveiuiirierieeiceieteet et eeeeeieeeseesees e e eeseeses 723

iv




I. INTRODUCTION

Statement by the Secretary of State
International Affairs Mission Statement
Tables for International Affairs Budget Request




STATEMENT BY THE SECRETARY OF STATE
MADELEINE K. ALBRIGHT

Because of the vision of our predecessors, Republican and Democrat alike, our
nation was able to enter the 21* Century strong and respected, prosperous and at peace.
It is now our responsibility to secure these blessings for future generations of
Americans. We cannot do that unless we lead. And we cannot lead without resources.

The President’s Fiscal Year 2001 request for international affairs is $22.75 billion.
This will fund a broad array of programs and initiatives administered by four cabinet
departments and numerous agencies. It includes everything from supporting peace in
the Middle East to interdicting drugs; from curbing the spread of nuclear weapons to
the Peace Corps; and from promoting U.S. exports to responding to humanitarian
disasters.

The amount requested by the President is our best estimate of what we will
absolutely need next year. But the truth is that the world is changing so rapidly that it is
simply not possible to anticipate every need a year or more in advance, as the budget
process requires.

Last year and this, we have had to come to Congress with significant supplemental
appropriations requests. For example, to help our neighbors to the south after
Hurricanes Georges and Mitch; to reverse ethnic cleansing in Kosovo; and to help
implement the Wye Memorandum in support of Middle East peace.

This reflects the fact that the budgets we have had to work with have been very
lean, with almost zero flexibility. Most Americans are astonished when I tell them that
we devote a smaller percentage of our wealth to assisting overseas development than
any other industrialized country. During the past decade, our rate of investment has
declined by fifty percent; and over the past half century, by more than ninety.

I think we can and should do better. After all, ours is the wealthiest and most
powerful nation in the world. And it is in our interests to be active and ahead of the
curve in attempting to influence events. This is not only more effective; it often results
in saving resources. '

For example, there could be no more productive investment than dollars used
successfully to prevent a war, or halt proliferation, or stop an act of terrorism, or head
off a famine, or slow the spread of epidemic disease. Moreover, when we are on the
scene visibly doing our part, it is much easier to persuade our partners in Europe, Asia,
Africa, and elsewhere in the Americas to do their part, as well.




In today’s interconnected world, the term “foreign aid” has become virtually
obsolete. Our international programs aid America. Let me summarize why.

First, our programs help make Americans more secure.

The Cold War is over and our nation is strong, but our citizens continue to face
grave dangers. These include terrorists, international criminals, regional conflicts and--
perhaps most important--the spread of nuclear, chemical and biological weapons and
missiles. ‘

That is why our Expanded Threat Reduction Initiative is so important. Since its
launch early last decade, it has destroyed almost 5,000 nuclear warheads in the former
Soviet Union; eliminated nuclear weapons from three former Soviet Republics; and
engaged 30,000 former Soviet weapons scientists in peaceful ventures. The President
is requesting $974 million for the initiative next year.

Today, when America’s military is called upon to act, we often do so as part of a
coalition. This underlines the value of our security assistance programs, which help
friends and allies become more capable.

And it explains our support for international peacekeeping. After all, if we do not
want our own armed forces deployed to more and more hot spots abroad, we should
work to increase the capacity of others to end conflicts and build peace.

Another area where resources are required is in countering international terror.
Through our training and assistance, we help friendly governments improve border
security. We gather information to advise and warn Americans. We strive for ‘
cooperation that will leave terrorists with no place to run, hide, or conceal their assets.
And we do all we can to see that suspected terrorists are apprehended and prosecuted.

But if Americans are to be secure, we must also fight and win the struggle against
international crime. ’ '

Drug cartels and crime syndicates have expanded their operations since the end of
the Cold War, in part by capitalizing on the same technological advances that have
fueled legitimate international commerce.

Recognizing the seriousness of this threat, President Clinton has launched a
comprehensive effort to integrate all facets of the federal response to international
crime. The State Department is a key partner in this initiative.

We are working with other nations around the globe to strengthen legal codes; train
police, prosecutors and judges; close criminal front companies; halt illegal smuggling
and money laundering; negotiate extradition treaties; and bring criminals to justice.




We are also pursuing a comprehensive strategy to fight illegal trafficking in
narcotics. This includes support for eradication, interdiction, alternative development,
seizing drug assets and extraditing drug kingpins to the United States for trial.

These efforts are paying healthy dividends. Last year our programs helped prevent
a potential 135 tons of cocaine--with a street value of more than $23 billion--from

reaching U.S. streets.

A second basic goal of our foreign policy is to support American prosperity.

To this end, we consult often with business, farm and labor leaders. We work
hard, both here and abroad, to help Americans take advantage of commercial
opportunities, to enforce contracts, and fight corruption.

Examples of our work include protecting e-commerce from discriminatory taxes;
negotiating civil aviation agreements; and safeguarding intellectual property rights that
are worth hundreds of billions of dollars.

Of course, many of America’s fastest-growing markets are in developing countries
where the transition to an open economic system is incomplete. Accordingly, we work
through USAID, the multilateral development banks, the Peace Corps, and key
international organizations to assist development, strengthen democratic institutions
and broaden opportunity.

This year, President Clinton has highlighted initiatives to assist the most heavily
indebted poor countries, support economic reform and progress in Africa, increase our
contribution to the fight against killer diseases, including HIV/AIDS, and restore full
funding to our support for international family planning.

A third major objective of our international affairs programs is peace.

And today, in the Middle East, we must operate with a steady hand as we strive to
help the parties move towards a comprehensive settlement. We are reminded regularly
just how hard this job is, and how deep the legacy of mistrust.

But never before has the logic of peace been so compelling or the opportunity for
peace so clear. At this critical time, America’s commitment to provide appropriate
support to those who are willing to take risks for peace must remain rock solid.

In Africa, the most widely devastating conflict is in the Congo. The Lusaka
Agreement provides a good basis for ending that war; and we have challenged the
signatories to live up to their obligations under it. We are also asking Congress to
support a carefully designed UN peace mission. Such a mission cannot impose a
solution, but it can help give the parties the confidence they need to implement one.
Nothing would do more for the region’s future, or for our interest in a peaceful and self-
reliant Africa.




In Southeast Europe, we are striving to foster stability and democracy throughout
the region, and to build lasting peace in Kosovo. This will not happen without
international support, and we are counting on our friends in Europe to provide the lion’s
share of muscle and money. But success will also require a clear demonstration of will
by the region’s leaders and people. ‘

February’s election in Croatia signifies a clear move by that nation away from
excessive nationalism and towards true democratic values. This is the latest evidence
that those who have given up on this region will be proven wrong.

The majority of people in Southeast Europe are far more interested in plugging into
the world economy than in slugging it out with old adversaries. Obviously, huge
obstacles remain in Kosovo, in Serbia, and elsewhere. But I am convinced that with
sufficient resources, and the right leadership, Southeast Europe can indeed become a
full partner and participant in the Euro-Atlantic Community.

A fourth purpose of our international affairs programs is to promote values that
Americans cherish, including democracy.

A century ago, the number of national governments elected freely and with
universal suffrage was zero. Now it is 120. But many new democracies are threatened
by economic problems, crime, and ethnic strife. And there are some elected leaders
whose commitment to democracy is only skin deep.

This reminds us that elections are but one ingredient in a truly democratic system.
Needed, as well, are an open economy, a good legal system, political parties,
independent labor organizations and a free press.

These institutions do not arise overnight. Building them takes time and
knowledge. :

I'am proud of the help we are providing to nations in transition. And this year, we
are determined to renew democratic momentum. We do this not out of altruism, but
because democratic growth is part of the answer to many of the challenges--economic,
political and military--that we face. :

For example, we have an urgent and obvious stake in aiding Colombian President
Pastrana’s plan to rescue his country--and thereby help to rescue ours--from the scourge
of cocaine.

Nigeria’s future development will determine whether it is a source of chaos and
corruption or a driving force for stability and progress throughout West Africa.

Indonesia has long been a leader in Southeast Asia. It now has a chance, although
under severe stress, to become a model of multiethnic democracy, as well.




Aside from Russia, Ukraine is the largest and most influential of the New
Independent States. The whole region will be affected by whether it slides backward,
or continues up the democratic path. .,

The President’s budget proposes significant investments in each of these four key
democracies and in promoting democratic practices and values worldwide. Support for
freedom is in the proudest of American traditions. I ask the help of Congress in getting
a good start on what I hope will be known, with & small “d,” as the democratic 21%

Century.

The bill for all of these programs adds up to roughly one penny for every dollar the
Federal Government spends.

But that single penny can spell the difference between hard times and good times
for our people, war and peace for our country, less and more freedom for our world.

The annual budget debate in Washington typically revolves around issues that
relate to the appropriate role of the federal--as opposed to state and local--governments
in such areas as education and health care. But since the days of Thomas Jefferson, the
protection of our national security has been one of the Federal Government’s most

basic tasks.

It is one of the few responsibilities that simply cannot be delegated or privatized. It
is our responsibility, here in our nation’s capital, to formulate plans for protecting
American interests, and to come up with the resources to make those plans work.

In the year ahead, we have the chance to add another proud chapter in the history
of American leadership, in search of peace, in defense of freedom, on behalf of
prosperity, and in service to the American people. I have no doubt that if we are united
in that quest we will succeed. :

Jodutuire -OWJK-




INTERNATIONAL AFFAIRS MISSION STATEMENT

The purpose of United States international leadership is to create a more secure,
prosperous, and democratic world for the benefit of the American people. In an
increasingly interdependent and rapidly changing world, international events affect
every American. Successful U.S. leadership is essential for security at home, better
jobs and a higher standard of living, a healthier environment, and safe travel and
conduct of business abroad.

Under the direction of the President and the Secretary of State, the United States
conducts relations with foreign governments, international organizations, and others to
pursue U.S. national interests and promote American values. The international affairs
goals of the United States are:

* National Security - Protect vital interests, secure peace, deter aggression, prevent
and defuse crises, halt the proliferation of weapons of mass destruction, and advance
arms control and disarmament.

* Economic Prosperity - Expand exports, open markets, maintain global growth and
stability, and promote economic development.

* American Citizens and U.S. Borders - Protect American citizens abroad, manage
the entry of visitors and immigrants, and safeguard the borders of the United States.

® Law Enforcement - Combat international terrorism, crime, and narcotics trafficking.

¢ Democracy and Human Rights - Support the establishment and consolidation of
democracies and uphold human rights.

* Humanitarian Response - Provide humanitarian assistance to victims of crisis and
disaster.

* Environment, Population, and Health - Improve the global environment, achieve a
sustainable world population, and protect human health.

To advance the interests of the nation and the American people, the U.S. Government
requires a strong international presence, highly qualified, motivated, and diverse people
serving at home and abroad, extensive communication with publics both foreign and
domestic, and the political, military, and economic means to carry out the nation’s
foreign policies.




FY 2001 INTERNATIONAL AFFAIRS REQUEST SUMMARY
($ in millions)

Export-Import Bank (net) 802.34 . 1,010.00
Overseas Private Investment Corporation (net) (175.40) (204.00) (220.00)
Trade and Development Agency 43.98 43.83 54.00
Sustainable Development /3 1,925.00 1,934.71 2,141.00
Central American/Caribbean Emerg. Disaster Recovery Fund 613.50 - -
Tnternational Disaster Assistance 388.00 202.01 220.00
USAID Credit Programs 8.45 8.49 8.00
USAID Operating Expenses 502.79 518.96 520.00
Inspector General (USAID) 28.62 24.95 27.00
Economic Support Fund (ESF) 2,542.83 2,342.19 2,313.00
Support for Eastern Buropean Democracy (SEED) 550.00 532.97 610.00
Asst. for Indep. States/Former Soviet Union (FSA/NIS) 847.00 835.81 830.00
Peace Corps 242.73 244.07 275.00
Tnter-American/African Foundations /3 [31.10] [19.33] 36.00
International Narcotics and Crime 516.57 303.84 312.00
Assistance to Plan Colombia - - 256.00
Migration and Refugee Assistance 905.97 622.63 658.21
Emergency Refugee & Migration Assistance (ERMA) 195.00 12.45 20.00
Nonproliferation, Anti-Terrorism, Demining (NADR) 217.99 215.78 311.50
Treasury Technical Assistance/IFI Commission 2.98 1.50 7.00
Debt Restructuring 74.00 123.00 262.00
International Military Education & Training (IMET) 49.96 49.81 55.00
Foreign Military Financing (FMF) 3,350.15 3,413.99 3,538.20
Peacekeeping Operations (PKO) 76.50 152.42 134.00
Multilateral Development Banks 1,451.26 1,110.31 1,353.92
MDB Arrears [513.95] [104.00] [167.11]
International Organizations & Programs (10&P) 187.00 182.30 354.00
Special Defense Acquisition Fund (7.85) - -
Assistance to Plan Colombia Supplemental - 818.00 -
Balkans and Southeast Europe Supplemental /4 - 250.88 -
Debt Restructuring (HIPC) Supplemental - 210.00 -
Wye & Egypt Supplemental 100.00 1,825.00 -

S 3,466.81 2,903.50

Embassy Security, Construction, & Maintenance 1,081.06 739.36

Other State Programs 274.82 267.41 299.51
Contributions for International Peacekeeping Activities 219.45 498.10 738.67
Contributions to International Organizations 933.55 880.51 946.06
UN Arrearage Payments 475.00 351.00 -
Related Appropriations (e.g., Asia Foundation, NED) 58.21 54.15 57.18
Balkans and Southeast Europe Supplemental /4 - 373.62 -
International Broadcasting 397.00 420.24 448.27
International Trade Commission & Other Programs 45.24 44.33 49.10

/1 — Includes $19.7 billion enacted and $3.7 billion in supplemental funding. Levels reflect rescission of funds
necessitated by the Emergency Steel Loan Guarantee and Emergency 0il and Gas Guaranteed Loan Act of 1999.

Also reflects increases for Y2K compliance and other legislatively mandated transfers between accounts.

/2 — Reflects $72.2 million in across the board rescissions, $1.825 billion in Wye/Egypt funding, and $1.65 billion in
supplemental appropriation requests for Balkans/Southeast Europe, Assistance to Plan Colombia, and Debt Restructuring.
/3 — In FY 1999 & 2000, funds for Inter-American/African Foundations and UNICEF (I0&P) appropriated and

reflected in Sustainable Development.

/4 — The Balkans/Southeast Europe supplemental request ($624.5 million) comprised of SEED ($195M); USAID

OE ($22M); FMF ($31M); IMET ($2.875M); ESCM ($239M); D&CP ($24M); CIPA ($107M); and ECE ($3.622M).

7




FY 2001 International Affairs Request -- Detail
($ in thousands)

Title | - Export and Investment Assistance

Export-Import Bank (EXIM)
Export-Import Bank - Loan Subsidy

Export-Import Bank - Administrative Expenses
Export-Import Bank - Direct Loans, Negative Subsidies
Subtotal, Export-import Bank

Overseas Private Investment Corporation (OPIC)

Administrative Expenses for Credit & Insurance Programs
Net Offsetting Collections

Credit Funding - Direct & Guaranteed Loan Subsidies
Subtotal, Overseas Private Investment Corporation

Trade and Development Agency (TDA)

Title li - Bilateral Economic Assistance

U.S. Agency for International Development

Sustainable Development

Child Survival & Diseases Fund /3

Development Assistance (DA) /3

Development Fund for Africa (DFA)

Development Credit Authority
Central American/Caribbean Emergency Disaster Recovery Fund
International Disaster Assistance
Micro and Small Enterprise Development - Subsidy
Micro and Small Enterprise Development - Admin. Exp.
Urban and Environmental Credit Program - Subsidy
Urban and Environmental Credit Program - Admin. Exp.
Development Credit Program Subsidy
Development Credit Program Administrative Expenses
USAID Operating Expenses
USAID Inspector General Operating Expenses

Other Bilateral Economic Assistance

Economic Support Fund (ESF) - w/ Fund for Ireland

Assistance for Eastern Europe and the Baltic States (SEED)

Asst. for the Independent States of the Former Soviet Union (FSA /NIS)

Independent Agency

Peace Corps
Inter-American Foundation /3
African Development Foundation /3

State Department
International Narcotics Control and Law Enforcement (INC)

Assistance to Plan Colombia

Migration and Refugee Assistance (MRA) )

U.S. Emergency Refugee and Migration Assistance Fund (ERMA)
Nonproliferation, Anti-Terrorism, Demining & Related Prog. (NADR)

Department of the Treasury

Treasury Technical Assistance
Debt Restructuring

Title 1! - Military Assistance

International Military Education & Training (IMET)
Foreign Military Financing (FMF)

Peacekeeping Operations (PKO) )

Special Defense Acquisition Fund (SDAF)

670,916

765,000
50,341
(13,000)
802,341

34,566
(328,000)
50,000
(175,400)

43,975

9,611,565

1,925,000
700,000
1,225,000
(-]
613,500
388,000
1,500

500

1,500
4,946

502,792
28,617

3,989,831
2,592,831
550,000
847,000

242,729
[19.,966]
[11,137]

516,570

905,970
195,000
217,990

2,983
74,000

3,518,763

49,959
3,400,150
76,500
(7,846)

635,797

756,064

54,900
(15,000)
795,964

34,934
(339,000)

23,842
(204,000)

43,833

8,373,358

1,934,708
724,448
1,210,260

[3,000]

202,014
1,500
500
1,500
4,990

518,960
24,950

4,160,969
2,792,187
532,970
835,812

244,069
[4,981]
[14,345]

303,841

622,625
12,452
215,780

1,500
123,000

4,991,222

49,810
4,788,994
152,418

4
4

844,000

963,000
63,000
(16,000)
1,010,000

39,000
(346,400)
24,000
(220,000)

54,000

8,806,712

2,141,000
659,250
948,822
532,928

[-]
220,000

[15,000]
8,000
520,000
27,000

3,753,000
2,313,000
610,000
830,000

275,000
20,000
16,000

312,000
256,000
658,212

20,000
311,500

7,000
262,000

3,727,200

55,000
3,538,200
134,000




FY 2001 International Affairs Request — Detall
($ in thousands)

Title IV - Multilateral Economic Assistance

International Financial Institutions
Global Environment Facility (GEF)

International Development Association

Multilateral Investment Guarantee Agency (MIGA)
Inter-American Development Bank (IADB) - Ordinary Capital
Inter-American Development Bank - Fund for Special Operations
Asian Development Bank

Asian Development Fund

African Development Fund

African Development Bank

European Bank for Reconstruction & Development (EBRD)
1ADB - Multilateral Investment Fund

Inter-American Investment Corporation

MDB Arrears

International Organizations & Programs (I0&P) /3
SUPPLEMENTAL & ADVANCE APPROPRIATIONS
Assistance to Plan Colombia

Balkans and Southeast Europe /S

Debt Restructuring (HIPC)

WYE & EGYPT SUPPLEMENTAL

Total, Wye & Egypt Supplemental
Economic Support Fund (ESF)
Foreign Military Financing (FMF)

1,638,264

1,451,264
167,500
800,000

25,611
21,152
13,222
210,000
128,000

35,779
50,000

[613,852]
187,000

[100,000]
50,000]
[50,000)

1,292,608

1,110,308

77,000
127,000
4,100
35,779

16,000
[104,000]

182,300
1,278,875
818,000

250,875
210,000

[1,825,000]
[450,000]
[1,375,000]

1,707,916

1,353,916
175,567
835,570

16,000

125,000
100,000
6,100
35,779
25,900
34,000
[167,107]

354,000

DEPARTMENT OF STATE
ADMINISTRATION OF FOREIGN AFFAIRS

State Programs:
Diplomatic & Consular Programs (D&CP)
D&CP Worldwide Security Upgrades
Salaries & Expenses (S&E)
Capital Investment Fund (CIF)
Technology Fund
Arms Control & Disarmament Agency
International Information Programs (lIP)

Embassy Security, Construction, and Maintenance:
Embassy Security, Construction, and Maintenance
Worldwide Security Upgrades

Other State Programs:
Educational & Cultural Exchange Programs
Representation Allowances
Protection of Foreign Missions and Officials
Emergencies in the Diplomatic and Consular Service
Payment to the American Institute in Taiwan
State Office of the Inspector General
Repatriation Loans Program Account
F.S. Retirement and Disability Fund

INTERNATIONAL ORGANIZATIONS:
Contributions for International Peacekeeping Activities (CIPA)
Contributions to International Organizations (CIO)
UN Arrearage Payments (CIO/CIPA)

6,508,912
4,822,698

3,466,813
1,661,572
785,700
354,187
158,571
11,562
41,460
453,761

1,081,061
454,061
627,000

274,824
200,500
4,350
8,100
17,479
14,730
28,465
1,200
[132,500]

1,628,000
219,450
933,550
475,000

16
6

6,067,643
3,910,267

2,903,485
2,569,825
254,000

79,670

739,358
425,741
313,617

267,414
204,155
5826
8,067
5,477
15,312
27,382
1,195
[128,541]

1,729,605
498,100
880,505
351,000

6,318,914

4,577,013

3,198,325
2,691,325
410,000

97,000

1,079,178
431,561
647,617

299,510
225,000
5,973
10,490
11,000
16,345
29,502
1,200
[131,224]

1,684,726
738,666
946,060




FY 2001 International Affairs Request - Detail
($ in thousands)

INTERNATIONAL COMMISSIONS (non-Function 150) [45,742) [46,580] [62,172)
RELATED APPROPRIATIONS: 58,214 54,149 57,175
The Asia Foundation 8,250 8,216 ' 10,000
East-West Center 12,500 12,449 12,500
North-South Center 1,750 1,743 1,750
National Endowment for Democracy (NED) 31,000 30,872 32,000
Commission on International Religious Freedom 3,000 - . -
Eisenhower/Israeli-Arab Exchange Programs 875 869 925
National Commission on Terrorism 839 - -
SUPPLEMENTAL APPROPRIATIONS - 373,622 -
Balkans and Southeast Europe /5 ‘ - 373,622 -
BROADCASTING BOARD OF GOVERNORS (BBG) 397,000 420,235 448,272
International Broadcasting Operations 361,660 387,766 405,056
Broadcasting to Cuba 22,095 22,011 23,456
Broadcasting Capital Improvements 13,245 10,458 19,760
OTHER PROGRAMS 45,240 44,328 49,100
Foreign Claims Settlement Commission [1,.227) [1,171) [1,214]
Holocaust Assets Commission 813 [1.158] /7 -
International Trade Commission 44,427 44,328 49,100
P.L. 480 Title Il
P.L. 480 Title Ili
U.S. Institute of Peace

1 —Includes $19.7 billion enacted and $3.7 billion in supplemental funding. Levels reflect rescission of funds
necessitated by the Emergency Steel Loan Guarantee and Emergency Oil and Gas Guaranteed Loan Act of 1 999,
Levels also reflect transfers in for Y2K compliance and other legislatively mandated transfers between accounts.

/2 —- The FY 2000 estimate includes funding for Wye totaling $1.8 billion in both ESF ($450 million) and FMF

($1.35 billion). Of that amount, $1.2 billion in FMF is for Israel; $400 million in ESF is for the West Bank/Gaza; and
$150 million in FMF and $50 million in ESF is for Jordan. It also includes $25 million in FMF for Egypt. The bill also
appropriated $10 million for the U.S. Community Adjustment Investment Program requested in Treasury's budget (not
reflected in table). Levels reflect $72.2 million in rescissions. Amounts rounded to the nearest thousand dollars; errors
due to rounding. Also includes $1.65 billion in supplemental appropriations requests for the

Balkans/Southeast Europe, Debt Restructuring (HIPC), and Assistance to Plan Colombia.

/3 — For FY 1999 and 2000, funding for the Inter-American/African Foundations (bracketed) and UNICEF

(requested in I0&P account) is appropriated and reflected in Development Assistance and Child Survival, respectively.
Of the $11.137 million bracketed for the African Development foundation, $137,000 for Y2K compliance is additive.

/4 — Reflects transfer of $12.5 million from Development Assistance to Child Survival and Diseases pursuant to the

waiver authority of section 599D(c)(2)(A) of the FY 2000 Foreign Operations, Export Financing, and Related Programs
Appropriations Act (P.L. 106-1 13).

/5 - Balkans/Southeast Europe supplemental request ($624.5 million) comprised of SEED ($1 95M); USAID
OF ($22M); FMF ($31M); IMET ($2.875M); ESCM ($239 M); D&CP ($24M); CIPA ($107M); and ECE ($3.622Mm).

/6 — Reflects transfer of $11.55 million from CIPA to CIO pursuant to section 402 of the Department of State
and Related Agencies Appropriations Act, 1999, as enacted P.L. 105-277.

{7 - Appropriated and reflected in D&CP.
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II. REQUEST BY APPROPRIATION
ACCOUNT

Export and Investment Assistance

Bilateral Economic Assistance

Military Assistance

Multilateral Economic Assistance

FY 2000 Supplemental and Advance Appropriations




EXPORT AND INVESTMENT
ASSISTANCE

Export-Import Bank of the United States
Overseas Private Investment Corporation
Trade and Development Agency




Export and Investment Assistance

EXPORT-IMPORT BANK OF THE IJNITED STATES
($ in thousands)

FY 1999 FY 2000 FY 2001

Actual Estimate Request

Loan Subsidy ' 765,000 756,064 963,000
Administrative Expenses 50,341 54,900 63,000
Negative Subsidy (13,000) (15,000) (16,000)
Subtotal: Export-Import Bank 802,341 795,964 1,010,000

National Interests:

The Export-Import Bank of the United States is chartered by Congress by the
Export-Import Bank Act of 1945, as amended. The mission of the Bank is to sustain and
increase jobs in the United States by financing the exports of U.S. goods and services that
would otherwise not go forward. The Bank's authority and resources allow U.S.
exporters, large and small, to meet foreign officially sponsored export credit competition,
assume commercial and political risks that U.S. exporters or private sector institutions are
unable to undertake, overcome limitations in private sector export financing, and provide
leadership and guidance in export financing to the U.S. exporting and banking
communities and to foreign buyers. The Bank does not allocate its resources to any one
region but reacts to demand from the market. Bank programs are available to exporters
regardless of the size of the exporter or the size of the transaction. In FY 1999, the Bank
supported $16.7 billion in exports to the fastest growing markets in the world.

Objectives and Justification:

The direct credit program addresses the inability of the private sector to offer
financing for U.S. exports on terms sufficiently competitive to enable a sale to go forward
when compared to financing offered by foreign official export credit agencies to their
exporters. By addressing this problem, the U.S. Government attempts to ensure that U.S.
exporters do not suffer widespread losses of export sales as a result of subsidized
financing offers by other governments to their exporters.

The decision to operate a subsidized U.S. Government supported direct credit
program is based on a belief that the long-run benefits to the U.S. economy resulting from
U.S. manufacturers being competitive from a financing standpoint with their foreign
counterparts outweigh the costs of offering credits to finance such exports. That is, the
economic benefit of a direct loan program arises from using the program's resources to
neutralize the effect of export credit subsidies offered by other governments. If Ex-Im
targets its resources to those export transactions which face such foreign credit
competition, the Bank permits foreign buyers' purchase decisions to be based on market
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Export and Investment Assistance

factors (price, technology, service) as opposed to a non-market factor (the availability of
subsidized credit from a foreign government). To the extent that Ex-Im activities allow
market forces to determine purchase decisions, Ex-Im helps to maintain the optimal level
of U.S. productivity by ensuring that U.S. capital goods industries operate at market-
determined (not foreign government determined) output levels.

The Bank increases private financial participation in U.S. export sales by guaranteeing
or insuring banks and exporters against certain commercial and political risks of non
payment involved in export transactions. Since financing is a critical element in many
export sales, the guarantee and insurance programs help exporters increase their export
sales through increased availability of financing from private capital markets.

The exporter insurance program encourages additional exports by overcoming
financing and risk perception constraints by efficiently providing risk protection for those
exports requiring short-term (up to 180 days) and medium-term (up to five years) credit
terms and for which private sector credit insurance is not available.

For FY 2001, it is estimated that direct loan authorizations will be $890 million with a
program usage of $46 million and guarantee and insurance authorizations will be
$15.04 billion with an estimated program usage of $1.007 billion. Net of cancellations of
prior year obligations of $90 million, Ex-Im Bank’s program request is $963 million. This
is an increase of $206.9 million over the FY 2000 program level.

The requested increase of $206.9 million in the appropriation for the cost of providing
loan, guarantee and insurance commitments is based on estimates by the Bank and by
exporters of the potential demand on our resources. Since the middle of FY 1997, the
Bank has seen an overall increase in demand for Ex-Im assistance. In addition, exporters
are now marketing their exports in higher risk markets, causing more credit subsidy to be
used. The increase is also necessary because dollar for dollar, Ex-Im’s program budget
for FY 2001 will not support as many exports as in FY 2000, This is due to increases in
the OMB determined risk premia, effective in FY 2001, which resulted from the economic
downturn in international markets over the past two years. The average increase in risk
premia will be 25%, with increases at specific risk levels as high as 85%. Consequently,
the FY 2001 request level of $963 million is equivalent to only $646 million in FY 2000
funding. -

Included in the FY 2001 request is $15 million to promote the use of clean energy
overseas. The $15 million will assist in the financing of clean energy exports, especially
renewable energy exports.

Funding at the requested administrative expense level of $63 million will enable the
Bank to provide necessary services to the exporting community on a timely basis, increase
debt collection efforts, process claim payments expediently and attempt recoveries of
those payments to the fullest extent possible, provide a thorough portfolio and risk
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analysis on a regular basis, reach new exporters and expand small business awareness of
their export potential.

Full funding of administrative expenses is essential if the Bank is to fulfill its
Congressional mandate to preserve jobs here in the United States by helping exporters
compete in an increasingly competitive world market place. Decreased processing time,
increased debt collection efforts, the expeditious processing of claim payments, better
portfolio and risk analysis, and the reaching of new exporters are all dependent on
sufficient personnel, personnel training, and the upgrading of equipment.
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OVERSEAS PRIVATE INVESTMENT CORPORATION

($ in thousands)
FY 1999 FY 2000 FY 2001
Actual Estimate Request
Administrative Expenses 34,566 34,934 39,000
Net Offsetting Collections (328,000) (339,000) (346,400)
Credit Funding 50,000 23,842 24,000
Subtotal: OPIC (175,400) (204,000) (220,000)

National Interest:

On December 9, 1999, President Clinton signed into law OPIC’s historic four-year
reauthorization (P.L. 106-158). OPIC’s reauthorization affirms OPIC’s record of prudent
financial management and OPIC’s contributions to American economic and foreign policy
goals. Reauthorization ensures OPIC’s continued contribution to the foreign policy goals
of promoting broad-based economic growth in developing and transitional economies,
increasing global economic growth, and opening foreign markets to the free flow of
goods, services, and capital. Additionally, OPIC’s reauthorization contributes to the goal
of expanding U.S. exports. OPIC-supported projects positively affect both U.S. exports
and U.S. employment, not only by providing opportunities for the parent companies of the
projects, but for their various subcontractors and equipment suppliers as well.

OPIC achieves these national interest goals while operating on a self-sustaining basis,
at no net cost to the American taxpayer. OPIC’s net negative budget authority makes
resources available for other international programs: $175 million in FY 1999 rising to an
estimated $220 million in FY 2001. The Administration is requesting the authority for
OPIC to spend, from user fees and its own income, $39 million for administrative
expenses and $24 million for credit funding in FY 2001.

In achieving its mission to mobilize and facilitate the participation of United States
private capital in the economic development of developing countries, OPIC places special
emphasis on countries and regions that have been identified as Administration and
Congressional foreign policy priorities. For example, in FY 1999, in response to
Congressional direction to be more active in the Caspian region, OPIC opened a
temporary joint presence with the U.S. Export-Import Bank and the Trade and
Development Agency in the area. In that same year, OPIC was also asked to play a role in
the rebuilding of the countries devastated by the effects of Hurricane Mitch. Toward this
end, OPIC received $1 million in supplemental funding to enable it to assist with the long-
term rebuilding of the economies of Central America and the Caribbean.

‘Also in FY 1999, in a continuing effort to support the Clinton Administration’s

commitment to the Middle East Peace Process, OPIC has been actively developing and
promoting investment opportunities in the region. This has resulted in a commitment to
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the Agaba project, the first privatization in Jordan and for a hotel project in Lebanon. On
the insurance side, OPIC provided coverage for a power plant in Gaza. After the end of
hostilities in Kosovo, OPIC responded to bipartisan interest in supporting free market
oriented growth in Southeast Europe by taking the first steps toward developing an OPIC-
supported investment fund for the area. Regardless of the location, by supporting projects
that contribute to host country development and stability, OPIC is advancing the
important U.S. foreign policy goals of promoting broad-based economic growth in
developing and transitional economies and increasing global economic growth.

OPIC also contributes to the Administration’s international affairs goals of increasing
foreign government adherence to democratic practices and respect for human rights, and
securing a sustainable global environment in order to protect the United States and its
citizens from the effects of international environmental degradation. OPIC only supports
projects in countries that the Administration has approved on human rights grounds. OPIC
also assures that the projects it supports incorporate protections for worker rights and
sound environmental practices. For example, in April of FY 1999 OPIC issued the final
version of its new Environmental Handbook. OPIC’s state-of-the-art Environmental
Handbook incorporates policies and procedures used by the most progressive international
lending institutions into its environmental assessment and monitoring policies. The
Environmental Handbook contains categorical screening criteria for projects based on
their degree of impact on the environment. The handbook provides industry, NGOs and
other stakeholders with a user-friendly articulation of OPIC’s environmental policies.

Objectives and Justification:

OPIC is a self-sustaining agency that sells investment services to small, medium and
large American businesses expanding into some 140 developing nations and emerging
markets around the world. OPIC’s political risk insurance, project finance and investment
funds fill a commercial void, create a level playing field for U.S. businesses and support
development in emerging economies. Since 1971, OPIC has supported nearly $130 billion
worth of investments that will generate over $61 billion in U.S. exports and create or
support more than 242,000 American jobs.

OPIC’s objectives are reflected in a FY 2001 budget request that focuses on
maintaining strong portfolio management, increasing OPIC’s relevancy to U.S. foreign
policy and economic interests in today’s global economy, and enhancing the performance
of OPIC’s operations. Although OPIC consistently earns in excess of $100 million in net
income per year (and often far more than that), in recent years administrative budget levels
have been constrained in comparison to the growth of portfolio exposure and active
projects needing monitoring. Consequently, staff is spread thin. Additionally, OPIC’s
technology systems have not kept pace with industry standards or with our portfolio
management needs, and administrative expenses dollars need to be focused on this area.
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For FY 2001, OPIC requests the authority to spend $39 million of its revenues for
administrative expenses. The $39 million level, in addition to supporting OPIC’s core
business and financial management requirements, includes $1.5 million that will be used to
fund much needed technology modernization. An integrated agency-wide technology
system is necessary to keep abreast with current risk management standards and our
clients’ and lending partners’ requirements that, as their partners in complex transactions,
OPIC utilize the most efficient and effective data management practices. Also within the
$39 million administrative expenses level, $1.2 million will be applied to enhancing OPIC’s
environmental and worker rights monitoring activities. In FY 2001, OPIC is also
requesting $24 million for credit funding that will support $1.2 billion in direct and
guaranteed loans. This is the same level as authorized for FY 2000.

The FY 2001 request is for a limitation on amounts to be transferred from OPIC’s
revolving fund rather than for a direct appropriation. OPIC will source its credit funding,
administrative expenses, and technology expenses from its revolving fund, consistent with
past practice and OPIC’s statutory authority to operate as a self-sustaining government
corporation and to use its own earnings to fund its programs.
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TRADE AND DEVELOPMENT AGENCY
($ in thousands)

Account FY 1999 Actual FY 2000 Estimate FY 2001 Request

National Interests:

The Trade and Development Agency’s overarching goal is to expand exports, thereby
creating manufacturing jobs for Americans and contributing to the nation’s economic
prosperity. While this goal is TDA’s primary focus, the agency often makes its funding
decisions in the context of the broader foreign policy objectives of the United States.
Examples of strategic goals that are considered as they relate to the overall goal of
promoting exports include increasing global growth and stability, promoting broad-based
economic development, securing a sustainable global environment, and protecting human
health.

Obijectives and Justification:

Key goals and objectives of TDA are:

Fight foreign competition and position U.S. companies in overseas projects
Complement U.S. foreign policy initiatives in critical countries

Increase host country access to U.S. expertise

Inform U.S. firms, particularly small and medium-sized enterprises, of major
export opportunities in foreign projects

TDA assists in the creation of jobs for Americans by helping U.S. companies pursue
overseas business opportunities. Through the funding of feasibility studies, orientation
visits, specialized training grants, project-specific conferences and various forms of
technical assistance, TDA helps American businesses compete for infrastructure and
industrial projects in emerging markets. The proposed FY 2001 budget will allow TDA
to:

e Strengthen its core regional budgets - Unfortunately, TDA's program budget
has shown a slight decline since FY 1993 when adjusted for inflation. Because
mandatory increases in operating expenses (i.e., cost-of-living adjustments)
consume a growing proportion of the already stagnant overall budget levels, fewer
resources are available for TDA's core regional program. As a result,
approximately $5 million of the requested increase will be used to provide the
regional budgets a much-needed infusion of resources. TDA was only able to
devote an unprecedented $10 million to its Africa/Middle East program in
FY 1999 due to slowing in the Asian and Latin American economies. Now that

17




Export and Investment Assistance

the global economy is on better footing, it will be increasingly difficult for TDA to
meet anticipated demand in all regions if the program budget is not increased.

¢ Fight Foreign Subsidized Competition - Another reason the regional budgets
are in dire need of strengthening are the unparalleled levels of subsidized foreign
competition that U.S. businesses are facing in the infrastructure market abroad.
An analysis of competitor nation spending on programs similar to TDA's shows
how daunting their mission is. Countries such as France and Germany spend more
than thirty times the amount TDA spends in relation to GDP in support of their
companies. Japan spends literally hundreds of millions of dollars through various
MBDB trust funds. To counter this competition, TDA must be able to offer more
feasibility study and technical assistance grants, in higher amounts if necessary.

¢ Support its on-going High Tech Initiative - Experience shows that decisions to
go "high tech" are tantamount to decisions to go American. In this regard, TDA
has identified two new sectors with high export potential - banking and financial
information technology systems and emergency management systems. TDA has
several events focusing on these two sectors planned for FYs 2000 and 2001, and
anticipates growing feasibility study demand in these areas.

e Participate in the International Clean Energy Initiative - TDA will use
$5 million of their requested increase to help energy sector project sponsors
prepare bankable presentations through project planning and preparation activities
to promote the implementation of commercially-viable energy efficient projects.
TDA's primary tool in this effort will be the funding of feasibility studies and
technical assistance.
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Bilateral Economic Assistance: USAID

SUSTAINABLE DEVELOPMENT PROGRAM OVERVIEW

($ in thousands)
FY 1999 FY 2000 FY 2001
Account Actual Estimate ‘Request
Development Assistance Fund 1,225,000 1,210,260 048,822
Child Survival & Diseases Fund 700,000 724 448 659,250
Development Fund for Africa -- -- 532,928
Subtotal: Sustainable
Development Programs 1,925,000 1,934,708 2,141,000
International Disaster Assistance 388,000 202,014 220,000
Credit Programs 8,446 8,490 --
Development Credit Authority -- [3,000] --
Development Credit Programs:
-- subsidy transfer -- -- [15,000]
-- administrative costs -- -- 8,000
USAID Operating Expenses 502,792 518,960 520,000
1G Operation Expenses 28,617 24 950 27,000
Central America/Caribbean
Emergency Disaster Recovery 613,500 -- --
Total' 3,466,355 2,689,122 2,916,000

National Interests:

The United States Agency for International Development (USAID) manages
programs that are an integral part of U.S. foreign policy goals, particularly in the areas of
fostering economic growth and promoting sustainable development; supporting the
establishment and consolidation of democracies and upholding human rights; providing
humanitarian assistance to victims of crisis and disaster; and improving the global
environment, stabilizing world population growth, and protecting human health.

Objectives and Justification:

The USAID Strategic Framework has established goals in six areas:

e Broad-based economic growth and agricultural development encouraged;
e Human capacity built through education and training;

1 FY 2000 levels reflect across-the-board rescissions as well as the transfer of $12.5 million from the
Development Assistance (DA) account to the Child Survival and Diseases (CSD) account pursuant to the
waiver authority of section 509D(2)(A) of the FY 2000 Foreign Operations, Export Financing, and Related
Programs Appropriation Act (P.L. 106-113). The FY 1999 and 2000 CSD levels include transfers to
UNICEF ($105 million and $110 million, respectively). Finally, FY 1999 and 2000 DA levels reflect
funding for the Inter-American Foundation and the African Development Foundation.
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Democracy and good governance strengthened;

World population stabilized and human health protected in a sustainable fashion;
The world's environment protected for long-term sustainability;

Lives saved, suffering associated with natural or man-made disasters reduced, and
conditions necessary for political and/or economic development re-established; and,
¢ Maintaining USAID as the premier bilateral development agency.

The requested accounts address these social and economic goals in an interrelated
fashion, and individual country programs are tailored to focus on the strategies best suited
to meeting one or more of these goals -- goals which directly relate to the International
Affairs Strategic Plan prepared under the leadership of the Department of State.

Activities are designed to promote sustainable development in some of the poorest
countries in the world, in nations representing the world’s last underdeveloped markets.
The modest and well targeted investments made today will help prevent crises that turn
into wars and create markets that would be open to U.S. exports.

USAID is making tangible progress toward achieving these goals by concentrating
resources on a few pivotal and mutually-reinforcing issues. The primary approaches to
meeting these goals are:

Broad-based economic growth programs ($445 million) focus on strengthening
markets and expanding access and opportunity for the poor. Different approaches will be
used to reflect regional variations in development. Activities include programs to
increase agricultural production, especially for small farmers, many of whom are women.
Other activities involve strengthening critical markets outside agriculture (e.g. finance,
industry, internal and external trade, labor), and undertaking programs such as
microenterprise that enhance access and economic opportunity for the poor. The
DA/DFA level for microenterprise is $58 million as part of an overall target level of at
least $135 million from all grant accounts (including ESF, SEED and FSA).

Human capacity development activities $146 million) provide access to quality basic
education, (398 million) especially for girls and women and assist institutions of higher
education in their role as agents of development. Investments in basic education follow
several approaches ranging from development of policies and institutions which promote
increased universal access to primary education to greater opportunities for under-served
populations, rural populations, and other disadvantaged children. As complements to
formal school systems, cost-effective adult literacy and early childhood development
programs will also be improved.

Building democracies ($167 million) is addressed through a four-pronged strategy:
strengthening the rule of law and respect for human rights; encouraging more genuine
and competitive political processes; promoting development of politically active civil
societies; and encouraging more transparent and accountable government institutions.
Activities support programs that strengthen democratic institutions and practices, foster a
vibrant civic society, and encourage pluralism, inclusion, and peaceful conflict resolution.
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Stabilizing population growth ($484 million) and protecting human health
($569 million) is USAID's fourth goal area. Population activities are aimed toward
sustainable reductions in unintended pregnancies, maternal and child mortality rates, and
in sexually transmitted diseases, including HIV/AIDS. For FY 2001, the Administration
is requesting an increase in population funding of $141 million over the FY 2000 DA
level and a total funding level of $542 million from all grant funded accounts. Programs
for family planning expand service availability and use in a number of countries. Child
survival programs target the principal cause of death, including preventable diseases,
diarrhea, malnutrition, acute respiratory infections, and malaria, as well as polio
immunization. USAID programs are giving increased attention to improving the
sustainability of public and private sector services bty working with host countries to
strengthen essential systems that deliver family planning and health services. USAID
programs include a more aggressive effort to eliminate Vitamin A deficiency and will
also expand on current efforts to fight infectious diseases that have a significant public
health impact. For FY 2001 the request for HIV/AIDS funding is $244 million. Funding
from all sources for HIV/AIDS in FY 2001 is $254 million compared to a comparable
FY 2000 level of $200 million. ‘

Sustained management of the environment ($333 million) is promoted through
reducing global climate change (GCC), conserving biological diversity, promoting
sustainable urbanization including pollution management, increasing provision of
environmentally sound energy services, and improving natural resource management.
The Agency has developed a GCC strategy which is being implemented through a five-
year, $750 million plan, which concentrates on key countries (excludes $250 million
credit program). For FY 2001 USAID plans $150 million for GCC of which $109 million
will be from the DA/DFA accounts. Biological diversity efforts concentrate on
guaranteeing community land tenure rights and improving management of key protected
areas such as the Parks in Peril program in Latin America. Sustainable urbanization
programs will continue to address such problems as lack of access to basic water and
sanitation services and affordable housing. Programs for sustainable natural resource
management focus on four resources that provide the greatest benefits to the largest
number of people — forests, water, agricultural lands, and coastal zones.

The increase over the FY 2000 environmental levels is due to two initiatives: Clean
energy and Tropical Forestry/Biodiversity. In clean energy, USAID will partner with the
departments of Energy and Commerce to promote the expansion of clean energy
technology in developing countries. The USAID portion of the $100 million program
will be $30 million and will also include a nuclear safety component.

For the Tropical Forestry/Biodiversity initiative USAID will expand its existing
programs by $33 million to a total of $100 million and focus on collaborating with non-
governmental organizations (NGOs) and private sector companies to increase areas under
sustainable management to conserve important tropical forests and biodiversity.

Lives are saved, suffering reduced and development potential reinforced through
humanitarian assistance. ($220 million). (This does not include the $837 million
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requested for P.L. 480 Title II which is appropriated to the Department of Agriculture but
administered by USAID). The United States has a long tradition in aiding the victims of
man-made and natural disasters. An integrated approach to humanitarian assistance --
emergency relief, prevention and transition -- reduces suffering and the need for future
aid. In using this cross-cutting approach, the Agency is attempting to capture the
synergism created through the strategic planning process at the country level by
combining central and regional bureau resources and programs to save lives, alleviate
suffering and support economic and political transitions.

The United States’ ability to respond rapidly to emergencies is already known
worldwide. According to the "World Disasters Report 1999," an annual survey of
humanitarian trends, last year's season of natural disasters was the worst on record
affecting approximately 315 million people, while complex emergencies affected at least
103 million people. The Office of Foreign Disaster Assistance (OFDA) in 1998 reported
65 natural disasters compared to 27 the previous year and the number of affected persons
requiring OFDA's emergency assistance in health, shelter, water, and sanitation rose from
40.6 million people in 1997 to 140.8 million in 1998. For countries emerging from
crises, transition assistance includes programs to reinforce local security and demining,
strengthen local governance and the institutions that promote peaceful conflict resolution,
reconciliation, and the restoration of social and physical infrastructure.

USAID carries out the above objectives through programs of grant assistance under
the Development Assistance program, the Development Fund for Africa, and the Child
Survival and Disease Program Fund, and through selected use of USAID's credit
program to leverage private sector funds in support of sustainable development. The
humanitarian assistance objective is carried out using International Disaster Assistance
funds. The cost of managing USAID programs is funded through Operating Expenses for
the Agency and its Inspector General.

The success of these programs, and their continued implementation, is supported by
USAID's unique advantage of having highly qualified technical and management staff,
many of whom are in the field and have the ability to work in a closely coordinated effort
with both host country officials and citizens as well as other donors.

In addition to the above accounts, USAID also manages programs under other
accounts jointly administered with the State Department -- the Economic Support Fund
(ESF), Support for Eastern European Democracy (SEED), The Freedom Support Act
(FSA) -- as well as PL 480 Title II formally requested as part of the U.S. Department of
Agriculture budget. These accounts address many of the same objectives and strategies
noted above. All of these programs are more thoroughly discussed in the USAID
Congressional Presentation.
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CHILD SURVIVAL AND DISEASES PROGRAM FUND
(3 in thousands)

Account FY 1999 Actual  FY 2000 Estimate  FY 2001 Request
CSD! 700,000 724,448 659,250

National Interests:

The USAID Child Survival and Diseases Program Fund supports the U.S. foreign
assistance objectives of economic development (in terms of human capacity
development) and protecting human health and reducing the spread of infectious diseases.
Programs covered under this account are important forerunners of efforts to support
economic growth and stability.

Objectives and Justification:

The FY 2001 request for the Child Survival and Diseases Program Fund (CSD) is
$659.25 million. These funds will support programs that address the basic human needs
of the poor majority in developing counties. More than four million infant and child
deaths are prevented each year through the critical health services provided by these
funds.

Within this request, $561 million is for child survival, infectious diseases, and other
health activities, of which, $244 million is for HIV/AIDS — an increase of $69 million
over the FY 2000 level, not including funding from non-CSD accounts. An additional
$98 million is for children's basic education.

These funds will support efforts to improve infant and child health nutrition, reduce
infant mortality, lower HIV transmission and the impact of devastating disease, mitigate
the threat of infectious diseases of major public health importance, and increase literacy,
numeracy, and problem solving skills — especially among girls. Investments in children's
basic education contribute to increases in productivity, improved health and stable
population growth, and increased income.

! The levels shown for the Child Survival and Diseases Fund account include funding for UNICEF in
FY 1999 ($105 million) and FY 2000 ($110 million). FY 2000 levels also reflect the across-the-board
rescission and the transfer of $12.5 million from the Development Assistance account to the CSD account
pursuant to the waiver authority of Section 559D(c)(2)(A) of the FY 2000 Foreign Operations, Export
Financing, and Related Programs Appropriations Act (P.L. 106-113).
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DEVELOPMENT ASSISTANCE
(8 in thousands)

Account FY 1999 Actual  FY 2000 Estimate  FY 2001 Request
DA! : 1,225,000 - - 1,210,260 948,822

National Interests:

The Development Assistance account, in conjunction with other USAID-managed
program accounts, serves to promote and sustain several U.S. policy objectives: broad-
based economic growth, democracy and human rights, strengthening the environment,
humanitarian assistance and sustainable population growth. The request for a separate
Development Fund for Africa account (DFA) promotes the same objectives and is
described in a later section.

Objectives and Justification:

The FY 2001 request for Development Assistance (DA) is $948.8 million, including
funding for two new initiatives — Clean Energy ($30 million) and Tropical
Forests/Biodiversity ($33 million) part of which is also included within the separate DFA
request. This DA request includes $234 million for programs that promote economic and
agricultural growth, $92 million to support democratic participation, $12 million for
human capacity development (this does not include the $98 million for basic education
that is included within the Child Survival and Diseases Fund account), $225.7 million for
the environment, and $385 million for population programs and protecting human health.

The request for Economic Growth funding will expand and strengthen private
markets, encourage more rapid and enhanced agricultural development for food security,
and provide access to economic opportunity for the rural and urban poor. These funds
will focus on supporting institutional reforms, providing technology for small farmers,
and microenterprise lending. Lasting economic growth increases income, enhances food
security, and reduces poverty.

The request for programs in Democracy and Governance will strengthen the rule of
law and respect for human rights, encourage credible and competitive political processes,
promote the development of politically active civil society, and make government
institutions more transparent and accountable. Scores of nations are making the
transition from repressive, autocratic regimes to democratic governance, and these funds

' The FY 1999 and 2000 levels include funding for the Inter-America Foundation and the African
Development Foundation. The FY 2000 level also reflects a transfer of $12.5 million from DA to the
Child Survival and Diseases Fund account pursuant to the waiver authority of section 559D(c)(2)(A) of
the FY 2000 Foreign Operations, Export Financing, and Related Programs Appropriations Act

(P.L. 106-113), as well as the across-the-board rescission. C
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help countries build democratic institutions, strengthen the societal underpinnings
essential to success, and move toward more open and representative governments.

The request for the Environment will reduce the threat of global climate change,
conserve biological diversity, provide for sustainable urbanization and pollution control,
increase environmentally sound energy services, and promote the sustainable
management of natural resources. Lasting social and economic development requires
careful stewardship of natural resources. Productive lands, forests, and coasts provide the
foundation for equitable economic growth, and clean air and water are essential to
meeting people’s basic human needs. Support for global climate change, a five-year
Administration priority begun in FY 1999, will continue with proposed funding in
FY 2001 of $150 million from all grant accounts, of which the DA/DFA portion will be
$109 million.

The request for Population programs will reduce unintended pregnancies, improve
infant and child health nutrition while reducing their mortality rates, and decrease
maternal deaths associated with childbirth through better access to obstetrical services.
The increased funding for these activities ($484 million from DA and DFA) is intended
to bring overall funding for population programs back to its historical level. (Funding
from all grant accounts will total $542 million).
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DEVELOPMENT FUND FOR AFRICA
(8 in thousands)

Account FY 1999 Actual  FY 2000 Estimate  FY 2001 Request
DFA -- -~ 532,928

National Interests:

To meet the President's commitment to sustainable African development and to
assure a stable source of funding for Africa, USAID is renewing its request for a separate
appropriation for the development Fund for Africa (DFA). This fund will support
programs which promote broad-based economic growth, democracy and human rights,
strengthen the environment, provide humanitarian assistance and encourage sustainable
population growth within the Africa region. This fund also facilitates more flexible
responses to countries in crises and transition.

Objectives and Justification:

U.S. programs in Africa are aimed at helping to accelerate its full integration into the
global economy and combat transnational security threats. Africa must maintain or
increase current rates of economic growth to secure political stability, raise living
standards, and grow as a market for U.S. exports and investment.

Within this request $210.6 million is for economic development and agricultural
development (with $93.6 million of this for agriculture), $35.6 million for human
capacity development other than basic education (which is funded out of the Child
Survival and Diseases Fund account), $103 million for population programs,
$107.3 million for sustained management of the environment, and $72.6 million for
building democracy.

Africa will continue to receive funds from the Child Survival and Diseases Fund

account as well as the Economic Support Fund. Total requests for Africa under all these
accounts will bring assistance to Africa back to historically high levels.
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INTERNATIONAL DISASTER ASSISTANCE
($ in thousands)

Account FY 1999 Actual FY 2000 Estimate  FY 2001 Request
Disaster Assistance 388,000 202,014 220,000

National Interests:

The International Disaster Assistance program provides relief, rehabilitation and
reconstruction assistance to victims of natural and man-made disaster through the USAID
Office of U.S. Foreign Disaster Assistance (OFDA). The Disaster Assistance account
also funds the Office of Transition Initiatives (OTI), which focuses on the special needs
of countries emerging from crises caused by political and ethnic conflict. The FY 2001
funding request is $220 million and includes approximately $55 million for OTI’s post-
crisis efforts. First priority in utilizing Disaster Assistance resources will be given to life-
saving, emergency assistance.

Objectives and Justification:

Office of U.S. Foreign Disaster Assistance

The OFDA program objectives are: (1) meet the critical needs of targeted vulnerable
groups in emergency situations; (2) increase adoption of mitigation measures in countries
at risk of natural disasters; and (3) enhance development prospects in priority, post
conflict countries. To accomplish these objectives, USAID has a well-established
management structure and in-house disaster relief experts who can draw on public and
private sector resources to respond within 24 to 72 hours after a disaster. USAID fields
assessment teams to identify needs, and provides disaster assistance response teams
(DARTS) to facilitate communication and organize a response. USAID also provides
communication support equipment, search and rescue groups, medical assistance, shelter,
food and potable water.

Effective humanitarian assistance requires that the USAID relief, mitigation,
transition and development programs support each other, as described below. In
addition, USAID collaborates closely with other assistance providers in the international
community. This is particularly important both to coordinate programs and to share the
burden of relief costs. U.S. private voluntary organizations (PVOs) are critically
important partners and play an essential role in raising resources, providing assistance,
and implementing programs. USAID’s partnerships with U.S. PVOs and non-
governmental organizations include support for mechanisms to facilitate the exchange of
information among international partners and to prevent duplication of effort.
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USAID works closely with the Departments of State and Defense to coordinate
American relief efforts. For urgent disaster situations, 24-hour coverage is provided by
staff to ensure the transmission of accurate information across different agencies, and
between the disaster area and important response centers. Satellite communication
equipment augments USAID’s ability to carefully target emergency assistance and to
coordinate with donors and other U.S. Government and non-governmental agencies.

Demands for disaster assistance have been rising in recent years. In FY 1999,
USAID obligated nearly $293 million in response to disasters, including supplemental
appropriations provided for the Kosovo crisis and the Hurricane Mitch disaster. USAID
responded to a total of 66 declared disasters from Albania to Vietnam in FY 1999.
Among the disasters were 17 floods 2 epidemics, 10 cyclones or hurricanes, and
6 earthquakes. Among the worst natural disasters of 1999 were:

Hurricane Mitch — the deadliest Atlantic storm in 200 years caused an estimated
11,000 deaths in Honduras, Nicaragua, Guatemala and El Salvador; disaster relief
provided health, water and sanitation needs, food, shelter and other emergency relief
commodities.

Kosovo - ethnic cleansing resulted in the dispatch of NATO forces and the onset of a
massive humanitarian crisis, which displaced about 1.5 million Kosovars. Homes and
businesses were devastated; many areas were completely devastated. Disaster relief of
$117 million provided food for over 200,000 people, shelter for 46,000, health-related
interventions for 40 percent of those affected by the war, and access to safe, clean water
and sanitation services to 50 percent of the populace affected.

East Timor — thousands of civilians were killed by pro-integrationist militias and more
than 350,000 were displaced from their homes. Disaster assistance provided food,
blankets, water jugs, sheeting and latrines and wells.

Turkey — an earthquake registering 7.4 on the Richter scale killed an estimated

15,000 people. Disaster relief included the dispatch of the Fairfax County and Miami-
Date Search and Rescue Teams to help recover survivors; water purification nits were
also provided.

Complex emergencies—those involving political and military conflict—account for
an increasing share of the International Disaster Assistance budget. Rapid population
growth, coupled with inadequate infrastructure support systems in many developing
countries, has increased the number of people vulnerable to natural hazards, such as
earthquakes, hurricanes, tornadoes, and volcanoes. Urban areas are expanding, with
unsafe habitation in many shanty areas and slums. Population pressures also force people
to move onto marginally viable and unsafe lands where natural hazards, such as
hurricanes, earthquakes and volcanoes, and their side effects, such as flooding and mud
slides, have disastrous impact.
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In addition to the continued challenge of responding to the growing needs of
complex and natural disasters, USAID has a new responsibility of coordinating the USG
response to incidents involving nuclear, biological and chemical disasters overseas. Asa
result, USAID is developing a new response capability and incident command system in
this field of emerging threats.

In adherence to a congressional recommendation, OFDA is expanding its search and
rescue capacity to include two west coast-based search and rescue teams, will enhance
the overall effectiveness of the search and rescue efforts within the Pacific and Asia

regions.
Office of Transition Initiatives

Countries experiencing a significant political transition in the midst of a disaster or
emerging from civil conflict have unique needs that cannot be fully addressed by simple
disaster relief. Timely and effective assistance to promote and consolidate peaceful,
democratic advances can make the difference between a successful or a failed transition.
USAID's Office of Transition Initiatives (OTI), created in 1994, bridges the gap between
emergency humanitarian assistance and long-term development assistance. Its fast and
flexible interventions are designed to address immediate post-conflict needs and critical
threats to stability and democracy.

OTI uses such mechanisms as support for demobilization and re-integration of ex-
combatants into civilian society; development of initiatives to promote national
reconciliation; identification of quick-impact community self-help projects to meet urgent
economic needs; and aid to independent media outlets and community-based
organizations to help promote informed debate and broaden public participation.

In FY 1999, OTI initiated programs in seven countries or provinces (Albania,
Colombia, East Timor, Honduras, Kosovo, Lebanon, and the Former Yugoslav Republic
of Macedonia); concluded operations in four countries (Angola, Guatemala, Liberia, and
Rwanda); and continued operations in nine (Bosnia-Herzegovina, Croatia, Democratic
Republic of Congo, Indonesia, Montenegro, Nigeria, Philippines, Serbia, and Sierra
Leone). Technical assistance was provided in Cambodia, Northern Ireland, Peru,
Ecuador and Zimbabwe.
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USAID CREDIT PROGRAMS
(3 in thousands)

FY 1999 FY 2000 FY 2001

Account : Actual Estimate Request
Urban and Environmental Credit

Program
Subsidy 1,500 1,500 --
Administrative costs 4,946 4,990 --
Micro and Small Enterprise
Development
Subsidy 1,500 1,500 --
Administrative costs 500 500 --
Development Credit Authority
Subsidy transfer -- [3,000] --
Development Credit Program
Account
Subsidy transfer -- - [15,000]
Administrative costs -- -- 8,000
Total 8,446 8,490 8,000

National Interests:

Credit is often the best means to leverage private funds for development purposes. It
enables USAID to make more rational choices among loans, guarantees, grants
(or combinations of these) to address market imperfections in developing countries. It
also will allow USAID to achieve greater development results.

Objectives and Justification:

To enhance its capacity to use credit as a financing tool, USAID has made significant
progress in strengthening its credit and loan management operations. This includes a
decision to outsource a number of USAID's loan management functions; the hiring of
additional staff responsible for credit matters; a review and monitoring of USAID's entire
loan portfolio; the development of financial performance indicators; and the establishment
of the Agency Credit Review Board to oversee all Agency credit activities.

For FY 2001, USAID is requesting a new Development Credit Program account
(DCP) to replace the former USAID credit programs. Funds for the DCP will be derived
by the transfer of up to $15 million from the Development Assistance and other grant
accounts. In addition, $8 million is requested for administrative costs. This program
consolidates the former Urban and Environmental Credit program, the Micro and Small
Enterprise Development program, the former Development Credit Authority and USAID's
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direct loan portfolio. This consolidation will allow USAID to use credit as a more flexible
development tool for a wide range of development purposes.

The new DCP permits USAID to substitute credit assistance (loans and loan
guarantees) for grant assistance to achieve any of the economic development purposes
authorized by the Congress in Part I of the Foreign Assistance Act of 1961, as amended.

Subject to limits in the annual appropriations acts and the normal Congressional
notification processes, disciplined credit assistance under the DCP 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 capital in developing
countries for sustainable development projects. DCP is principally geared toward non-
sovereign use. It is intended that all future Agency credit assistance will be offered under
the DCP and the strict disciplines of the Federal Credit reform Act of 1990.
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USAID OPERATING EXPENSES
-(§ in thousands)

Account FY 1999 Actual  FY 2000 Estimate  FY 2001 Request
Operating Expenses 502,792 518,960 520,000

National Interests:

USAID's development, economic, and humanitarian programs play an important role
in support of U.S. foreign policy and national security objectives. The Operating
Expenses (OE) budget of USAID is critical since it provides funding for salaries and
support costs of the staff responsible for managing these programs.

Objectives and Justification:

The OE request for FY 2001 is $520 million. These funds, combined with other
funding sources such as local currency trust funds, are required to enable USAID to
maintain a U.S. direct hire staffing level of 2,034. As a large portion of the OE budget is
either fixed or directly related to staffing levels, reductions in the requested funding
levels would immediately impact on the ability of USAID to maintain the staff necessary
to monitor and manage their programs.

InFY 2001, about 36% of the total resources available for Operating Expenses will
be required to fund salaries and benefits of the 2,034 U.S. direct hire employees
anticipated to be on-board by the end of the fiscal year. This staffing level is 14% below
the staffing levels on September 30, 1996, after a reduction-in-force. Large staff
reductions have been required during the past several years. It is essential that sufficient
funding be provided to maintain the current staffing level in order to insure prudent and
effective use of the Agency’s program resources.

Another 39% of the total budget is required to cover the costs of maintaining the
Agency's minimal field presence, projected at 650 U.S. direct hire in FY 2001. Most of
the costs are relatively fixed, such as office and residential rents and utilities, security
guards, and post assignment costs. Reductions would be possible only if the already
overly stretched staff levels were to be reduced even further.

In addition to normal recurring costs of USAID, funding will be required in FY 2001
for two major information technology requirements. This effort is essential to enabling
USAID to improve its overall financial management both internally, to give managers a
better handle on resource allocation, performance measurement, and program
management, and externally to be able to present accurate data in a timely fashion to
auditors and the Congress, customers and the public at large. The first requirement is
continuing work to complete the Commercial Off-The-Shelf (COTS) accounting
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package, implement it throughout Washington and begin implementation overseas. In
addition, this will include work to integrate the existing procurement system with the
COTS package. The second is a requirement to upgrade the Agency's operating system
worldwide. The system currently in use is no longer being maintained by the vendor and
must be replaced at all USAID locations.

In the area of overseas security, funding has been included in the Department of

State's Foreign Buildings Office budget in the amount of $50 million to provide secure
facilities for USAID staff in Kenya and Uganda.
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USAID OFFICE OF THE INSPECTOR GENERAL
($ in thousands)

Account FY 1999Actual FY 2000 Estimate FY 2001 Request
IG Operating Expenses 28,617 24,950 27,000

National Interests:

The FY 2001 request covers operations, including salaries, expenses, and support
costs, of the Office of Inspector General's (OIG) personnel. The Omnibus
Appropriations Act of October 21, 1998, transferred the OIG's Security Operations to the
Administrator of USAID. From FY 1999 onward, funding for Security Operations is
provided under USAID's Operating Expense account.

Objectives and Justification:

The goal of the Office of the Inspector general (OIG) is to help (1) assist USAID
implement its strategies for sustainable development and provide USAID managers with
information and recommendations that improve program and operational performance
and (2) work with USAID to protect and maintain the integrity of the Agency and its
programs by investigating allegations of federal criminal violations and serious
administrative violations involving USAID programs and personnel.

The FY 2001 budget request of $27 million covers operations, including salaries,
expenses, and support costs of the Office of the Inspector General (OIG) involving
USAID programs and personnel operating in over 80 different countries around the
world.
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ECONOMIC SUPPORT FUND
(8 in thousands)

Account FY 1999 Actual FY 2000 Estimate FY 2001 Request
ESF $2,592 831 $2,792,187 $2,313,000

National Interests:

The Economic Support Fund (ESF) addresses economic and political foreign policy
interests of the United States by providing assistance to allies and countries in transition to
democracy, supporting the Middle East peace process, and financing economic
stabilization programs, frequently in a multi-donor context. The U.S. Agency for
International Development (USAID), with overall foreign policy guidance from the
Department of State, implements most ESF-funded programs. ESF furthers our foreign
policy interests by:

e Increasing the role of the private sector in the economy, reducing government controls
over markets, enhancing job creation, and improving economic growth.

e Assisting in the development of effective and accessible, independent legal systems
operating under the rule of law, as measured by an increase in the use of the courts to
decide allegations of human rights abuses or abuses of government authority. -

e Developing and strengthening institutions necessary for sustainable democracy through
support for the transformation of the public sector, including assistance and training to
improve public administration, promote decentralization, and strengthen local
governments, parliaments, independent media and non-governmental organizations.

e Assisting in the transition to transparent and accountable governance and the
empowerment of citizens, working through their civic and economic organizations and
democratic political processes that ensure broad-based participation in political and
economic life, and respect for human rights and fundamental freedoms.

e Strengthening capacity to manage the human dimension of the transition to democracy
and a market economy, and to help sustain the neediest sectors of the population
during the transition period. -

Objectives and Justification:

ESF is used to address a full range of problems through an integrated strategy,
including balance of payments and other economic support measures designed to create
employment and conditions conducive to international investment and trade, and through
support for programs that nurture democratic institutions and a vibrant civil society. In
other parts of the world, economic dislocation and political strife continue to place great
strains on many countries. Depending on the recipient country’s economic situation,
balance of payments or budgetary support may create leverage to bring about the adoption
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of more rational economic and fiscal policies required to sustained economic growth.
However, in the short term, measures to create more rational and efficient economic
structures and practices often exacerbate social and political tensions unless buffered by
external assistance. In these circumstances, ESF can help to prevent or diminish economic
and political dislocation that may threaten the security of key friends and allies.

The largest share of the FY 2001 ESF request remains focused on supporting Middle
East peace through programs that foster economic stability and development in Israel,
Egypt and other Arab countries pledged to support the peace process. ESF is also
requested to support peace and reconciliation in Ireland, Cyprus, Guatemala, Peru, and
Ecuador. ESF also finances programs to enhance the administration of justice and rule of
law, as well as police training and technical assistance administered by the Department of
Justice.

The United States has a strong stake in promoting and strengthening democratic
practices and values worldwide. For example, America has an urgent and obvious stake in
sustaining assistance to countries in democratic transitions, such as Nigeria and Indonesia.
Nigeria’s future development will determine whether it is a source of chaos and corruption
or a leading player for stability and progress in West Africa. Indonesia has long been a
leader in Southeast Asia. It now has a chance, with U.S. assistance, to become a
multiethnic democracy, as well. In countries such as Haiti where the United States has
invested significant resources and international leadership, ESF will continue to support
programs to sustain Haiti’s democratic transition.

Through regional accounts, ESF supports carefully-targeted programs to assist
democratic forces in new or threatened democracies, and, in some cases, programs
designed to strengthen pro-democratic forces. Typical areas of assistance include
technical assistance to administer and monitor elections, capacity-building for non-
governmental organizations, judicial training, and women’s participation in politics. For
FY 2001, ESF for democracy will be used for a range of programs to help strengthen and
consolidate democratic processes and institutions in countries that have recently embarked
on a democratic course, or where democracy is threatened.

Further detailed justification for the proposed programs are found in the “Country and
Regional Programs” section of this presentation.
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FY 2001 ECONOMIC SUPPORT FUNDS
PROGRAM SUMMARY
($ in thousands)

FY 1999 FY 2000 FY 2001
Country/Program Actual Estimate Request
Sub-Saharan Africa
Angola - - 5,000
Nigeria 1,000 20,000 25,000
Sierra Leone 3,300 1,500 -
Emergency Supplemental - Kenya 37,000 - -
Emergency Supplemental - Tanzania 9,231 - -
SADC Initiative 2,000 1,000 1,000
Safe Skies - 12,000 2,000
Organization of African Unity (OAU) - - 2,000
Regional Organizations - - 1,000
Countries in Transition - 10,000 20,000
Education for Development & Democracy 10,000 10,000 15,000
Great Lakes Justice Initiative 25,000 10,000 10,000
Presidential Economic Growth Opportunity - 2,000 2,000
Africa Regional Democracy Fund 14,000 6,000 15,000
Subtotal - Sub-Saharan Africa 101,531 62,500 98,000
East Asia and the Pacific
Burma 3,500 3,500 3,500
Cambodia 10,000 10,000 20,000
Indonesia 5,300 23,000 50,000
Philippines - - 5,000
Mongolia - 6,000 12,000
Regional Democracy 175 2,000 5,000
Accelerating Economic Recovery in Asia 5,000 5,000 8,000
Regional Security 250 250 250
China NGO (Tibetan Culture) - 1,000 -
Chinese Payment - - 28,000
EAP Environment Initiatives 3,825 3,500 6,000
East Timor 6,500 25,000 10,000
Regional Women's Issues - 2,500 4,000
South Pacific Fisheries 14,000 14,000 14,000
Subtotal - East Asia and the Pacific 48,550 95,750 165,750
Europe
Albania 12,000 - -
Bosnia 12,000 - -
Bulgaria 25,000 - -
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| Country/Program

Y 1999
Actual

FY 2000
Estimate

FY 2001
Request

Macedonia

Romania

Cyprus

Ireland

Irish Visa Program

Federal Republic of Yugoslavia
Kosovo

Europe Regional

Subtotal - Europe

Near East
Egypt
Israel
Jordan

- Wye Supplemental
Lebanon
Yemen
West Bank/Gaza

- Wye Supplemental
Iraq Opposition
Middle East Democracy
Middle East Multilaterals
Middle East Regional
U.S. - North Africa Partnership
Subtotal - Near East

South Asia

India

South Asia Democracy

South Asia Regional

South Asia Energy and Environment
South Asia Regional Stability Fund
Women & Children Support Fund
Subtotal - South Asia

Western Hemisphere

Guatemala

Haiti

Administration Of Justice/ICITAP
Peru/Ecuador Peace

W. Hemisphere Regional

Subtotal - Western Hemisphere

22,000
14,000
15,000
19,600

15,000
9,900

144,500

775,000
1,080,000
150,000
50,000
12,000

75,000

3,000
2,500
3,000
6,000

2,156,500

25,000
70,000
6,775
18,225
120,000

14,950
19,525
4,000

21,139
59,614

727,267
949,056
149,500
50,000
15,000

85,000
400,000
10,000
6,000
4,000
10,000
5,000
2,410,823

8,000
3,000

11,000

20,000
60,000
6,500
11,000
27,000
124,500

695,000
840,000
150,000

12,000
4,000
100,000

10,000
4,000
4,000
5,000
4,000

1,828,000

5,000
5,000

4,000
1,000
5,000
20,000

20,000
50,000
10,000
10,000
43,650

133,650
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FY 1999

FY 2000

FY 2001

Country/Program
Global
Human Rights and Democracy Fund
Holocaust Victims Trust Fund
Partnerships to Eliminate Sweatshops
Environmental Diplomacy

Subtotal - Global

Subtotal
Rescission
Total

Actual

9,000
10,000

19,000

2,592,831
1,500
2,594,331

Estimate

9,000
11,000
4,000
4,000
28,000

2,792,187
22,913
2,815,100

Request
18,000
5,000
5,000
28,000

2,313,000

2,313,000
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ASSISTANCE FOR EASTERN EUROPE AND THE BALTIC STATES (SEED)
($ in thousands)

Account FY 1999 Actual FY 2000 Estimate FY 2001 Request

SEED 550,000 532,970 610,000

National Interests:

Since 1989, the Assistance for Eastern Europe and the Baltic States (SEED) Act has
promoted important U.S. national interests and strategic goals in Central, Eastern and
Southern Europe. As the war in the former Yugoslavia and the conflict in Kosovo
demonstrated, U.S. interests in this part of the world remain as important as they were
when the original SEED Act was passed. SEED assistance funds vital peace
implementation programs in Southeast Europe which have laid the foundation for many
these former communist countries to develop democratic institutions and market
economies. It does this through the provision of innovative programs, technical assistance
and training to facilitate reform and transition. Many of these countries have made solid
progress toward achieving the goals of the SEED program: building a market economy
with a strong private sector, consolidating democracy, and improving the quality of life for
citizens.

SEED programs help ensure that local and regional instability -- particularly in
Southeast Europe -- do not threaten the security and well being of the United States and
its allies. A peaceful, democratic Central Europe gives the United States and the Atlantic
Alliance substantially greater assurance of security at a lower cost. SEED funding also
promotes broad-based economic growth in the transitional countries of Central Europe
and increases adherence to democratic practices and respect for human rights. SEED
programs minimize the human costs of conflict, contribute to the protection of human
health, help secure a sustainable global environment, and promote U.S. exports. Central
Europe is a growing market for U.S. goods and services, and a gateway to the vast
potential markets in Russia and Ukraine.

While the SEED program has built a solid record of accomplishment, much remains
to be done. Two groups of countries in Southeast Europe continue to need U.S.
assistance. The first group is comprised of countries and regions whose economic and
political transition has been delayed by the wars in Bosnia, Croatia, and Kosovo. The
aftermath of the conflict in Kosovo and the ongoing instability in Serbia and Montenegro
demand U.S. involvement and leadership to establish and maintain security, prevent the
outbreak of further conflict, address humanitarian needs, strengthen democratic forces,
and contribute to the reconstruction of war-ravaged areas. Bosnia remains a difficult
challenge, given the severe physical and human damage caused by the war and the
resulting extreme hatreds it generated. The United States continues to exercise leadership
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through both its military presence and SEED Act assistance to ensure Dayton Accords are
implemented.

The second group contains the neighboring countries of Albania, Bulgaria, Macedonia
and Romania. All suffered debilitating economic and/or political crises as a result of the
Kosovo conflict, which have challenged political, economic and social stability. SEED is
helping these countries deal with these crises and move forward in their transitions.

Obijectives and Justification;

Objectives of the SEED program for FY 2001 include:

e To promote the development of a market economy with a strong private sector, the
consolidation of democracy, and the improvement of the quality of life for citizens in
SEED recipient countries through the provision of innovative programs, technical
assistance and training.

e To stabilize and transform Kosovo into an economically viable, democratically self-
governing territory through the support of the United Nations Mission in Kosovo
(UNMIK), the development of legitimate institutions of local self-government, the
training and equipping of the Kosovo police, and the development of an effective court
and administration of justice system.

e To advance the process of democratization in Serbia, including the effectiveness and
accountability of local government; strengthening public awareness of rule of law
issues; and helping the democratic opposition develop a comprehensive action plan for
economic, political and administrative reform.

e To advance the process of democratization in the former Yugoslavia through
economic, political, and financial support for democratic forces in Montenegro.

e To implement the Dayton Peace Agreement in Bosnia, continuing the shift of funding
from municipal infrastructure and reconstruction projects to economic reform aimed at
greater privatization and legal and regulatory reform.

e To work with a new reform-minded, democratic government of Croatia to undertake
economic reform, consolidate democracy, and fully implement and support refugee
return programs in order to rapidly move Croatia toward integration with the West.

e To stabilize, transform, and integrate the countries of Southeast Europe into

Transatlantic institutions, through the development of greater intraregional ties under
the aegis of programs such as the Stability Pact for Southeast Europe.
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To provide limited SEED assistance to Northern Tier countries to preserve progress in
democratic and economic reforms, provide targeted economic assistance for countries
in fiscal crisis, and to help empower the strongest countries in Central and Eastern
Europe to assist their neighbors in Southeast Europe and the former Soviet Union.

SEED assistance supports U.S. security, democracy, commercial, and human rights

interests in Central, East, and Southeast Europe. FY 2001 SEED assistance will also:

Enhance security on the ground for U.S. peacekeeping troops in Kosovo and Bosnia;

Speed up the stabilization process in the countries of the former Yugoslavia, allowing
faster withdrawal of U.S. forces;

Help prevent possible further outbreaks of armed conflict;

Improve internal security and rule of law, reducing the influence of organized crime
and corruption;

Improve the investment climate and help open new markets for American business;

Improve the lives of citizens in the region through more effective government,
improved social services, and a cleaner environment.

See individual country and regional program papers for detailed program justifications.
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ASSISTANCE FOR EASTERN EUROPE AND THE BALTIC STATES (SEED)
(3 in thousands)

FY 1999 Y 2000 FY 2001
Account Actual Estimate .
Albania 49,300 32,000 32,000
Bosnia 180,000 100,000 90,000
Bulgaria 30,150 32,000 32,000
Croatia 17,000 15,100 30,000
Lithuania 2,300 - --
Macedonia - 32,500 30,000 30,000
Poland 20,000 - -
Romania 41,400 35,000 35,000
Kosovo 77,227 150,000 175,000
Montenegro 25,980 24,000 55,000
Serbia 6,455 25,000 41,500
Slovakia 3,000 - -
Regional 64,688 89,870 89,500
Subtotal 550,000 532,970 610,000
Rescission -- 2,030 --
Total 550,000 535,000 610,000
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FREEDOM SUPPORT ACT: ASSISTANCE FOR THE
NEW INDEPENDENT STATES (NIS) OF THE FORMER SOVIET UNION
(8 in thousands)

Account FY 1999 Actual  FY 2000 Estimate  FY 2001 Request
FSA 847,000 , 835,812 830,000
National Interests:

U.S. and global security is greatly influenced by what happens in Russia and the other
New Independent States (NIS). The sheer size of the NIS region, its borders with key
countries in Europe, the Middle East, South Asia, and East Asia, and its capacity to
produce critical energy supplies means the U.S. has a vital national interest in seeing the
NIS become stable, democratic, and prosperous nations. This will only happen if these
countries successfully complete the transition they began in 1991 from a totalitarian
system with a centrally planned economy to a system characterized by democratic
governance and a market-based economy. The assistance programs funded under the
FREEDOM Support Act (FSA) are aimed at facilitating this transition by helping the NIS
develop the necessary legal and political infrastructure and by supporting emerging
democratic organizations and market institutions.

The United States also has strong national security interests in preventing
proliferation of weapons of mass destruction, delivery systems, and weapons technology
and expertise from the former Soviet arsenal. The ongoing weakness of regional
economies means that proliferation risks remain high. The Administration proposed an
Expanded Threat Reduction Initiative in FY2000, which led to a substantial increase in
threat reduction programs under the FSA to address these risks.

Objectives and Justification:

Because we recognize that the transition of the NIS into democratic states with
market-based economies will occur unevenly and over a long period of time, our
assistance programs are based on two principles: first, balance between programs that
address immediate threats and programs that promote lasting, generational change; and
second, selective engagement based on willingness to reform.

To engage effectively with the NIS, there is an urgent need to continue humanitarian
and nonproliferation programs to address the short-term fall-out from weak economic
performance, including increased threats of illicit weapons trafficking and, in some cases,
political instability. At the same time, we must continue to invest in long-term political
and economic reform through exchanges, support for NGOs, and Internet access, as well
as through support for small business and training for enterpreneurs. These grassroots
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programs are the best bet for promoting civil society, job-creating growth, and the
emergence of a strong middle class.

In providing technical assistance, we will continue to distinguish between countries
and sectors that are more open to reform and those that remain resistant or hostile to '
reform. Assistance to central governments only makes sense when they want to make
good use of it. In countries where commitment to reform has been genuine — Kyrgyzstan
and Georgia, for example — we will continue providing such assistance in FY 2001. In
countries where no such commitment exists — for example, Belarus and Turkmenistan —
we will instead emphasize grassroots programs that focus on the next generation or work
with the struggling private sector.

The broad objectives of U.S. government assistance to the NIS in FY 2001 are:

e To enhance U.S., Russian, and international security through cooperative threat
reduction and nonproliferation efforts.

e To help Russia establish an open and competitive market economy and, in the process,
expand opportunities for U.S. trade and investment.

e To promote the development of democratic institutions, the rule of law, and a civil
society.

e To ease the human costs of transition, through humanitarian efforts and a focus on the
social sector.

More specific objectives in FY2001 will include:

e providing former Soviet weapons scientists with peaceful civilian research
opportunities;

¢ enhancing NIS countries’ capability to detect illicit weapons of mass destruction
transfers;

o facilitating the relocation of Russian troops and destruction /removal of munitions
currently in other NIS, and facilitating Russia’s military downsizing.

e advancing the peaceful resolution of violent conflicts by support for regional
integration and reconstruction projects.

e Supporting regions within individual NIS in their efforts to institute local reform
policies, in order to create models of successful reform that can influence other regions

and, ultimately, national policies.

e Bolstering small business through training and increased availability of credit.
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* Helping national and regional governments that show a commitment to reform to build
the legal and institutional infrastructure for a market economy.

* Changing mindsets among NIS citizens, especially the next generation, through
exchanges and partnerships that expose them to Western societies and practices.

* Strengthening the rule of law by making legal and judicial systems more effective and
by empowering civil society, especially non-governmental organizations.

» Combating corruption by promoting transparency at all levels of government and by
strengthening independent media and NGOs.

o Fighting the spread of infectious diseases such as TB and HIV/AIDS, and trying to
improve child and maternal health.

* Helping the NIS to address the multiple challenges posed by the environmental legacy
of the Soviet period.

ASSISTANCE FOR THE NEW INDEPENDENT STATES
OF THE FORMER SOVIET UNION
($ in thousands)

Country FY 1999 Actual FY 2000 Estimate FY 2001 Request
Armenia 80,080 102,380 74,960
Azerbaijan 35,180 30,760 54,560
Belarus 12,390 7,300 8,000
Georgia 84,580 108,400 85,760
Kazakhstan 50,510 43,720 48,300
Kyrgystan 32,010 29,460 37,540
Moldova 45,390 64,260 49,960
Russia 161,160 178,480 161,850
Tajikistan 13,050 9,200 12,000
Turkmenistan 11,260 6,280 8,000
Ukraine 203,580 160,000 171,300
Uzbekistan 27,330 17,350 25,000
Regional 90,480 78,222 92,770
Subtotal 835,812

Rescission 3,188

Total 847,000 839,000 830,000

! Includes Mongolia
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PEACE CORPS
($ in thousands)

Account FY 1999 Actual FY 2000 Estimate  FY 2001 Request
Peace Corps 242,729 244,069 275,000

National Interests:

The Peace Corps was established 39 years ago to promote international peace and
friendship through the service abroad of American volunteers. It has since emerged as a
model of citizen service on an international scale and of practical assistance to people in
developing countries. More than 155,000 Americans from every background have served
in the Peace Corps in 134 countries. Volunteers contribute to the social and economic
development of interested countries; promote a better understanding of Americans among
the people whom volunteers serve; and strengthen Americans' understanding about the
world and its peoples.

Objectives and Justification:

The Peace Corps fulfills its mission by making it possible for American citizens to
serve as volunteers in developing countries and participate in the development efforts of
their host communities. The people-centered focus of the Peace Corps, and its separation
from the formal conduct of the foreign policy of the United States, has allowed
volunteers to establish a record of service that is respected and recognized globally.
Nevertheless, Peace Corps projects support the U.S. foreign policy goals of promoting
economic growth in developing and transitional economies, securing a sustainable global
environment, protecting human health and reducing the spread of disease, and providing
humanitarian assistance in response to crises. Peace Corps also supports other important
national goals, such as: preparing America's work force with overseas experience,
educating young Americans about other countries and cultures through Peace Corps’
World Wise School and Peace Corps Fellows programs, and encouraging service and
volunteerism among the American people.

The men and women who serve overseas as Peace Corps volunteers reflect the rich
diversity of our country, but they share a common spirit of service, dedication, and
idealism. For two years, they pursue a life that requires determination, self-motivation,
patience, and sacrifice. They are afforded no special privileges and often live in remote,
isolated communities. Volunteers receive intensive language and cross-cultural training
in order to become part of their community. They work with teachers and parents to
improve the quality of, and access to, education for children. They work on basic
projects to keep families healthy and to help them grow more food. Their larger purpose,
however, is to leave behind skills that allow people in developing countries to take charge
of their own futures. At the same time, volunteers learn as much, if not more, from the
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people they serve. When they complete their service in the Peace Corps, volunteers bring
the world back home and strengthen America's understanding of different countries and
cultures.

The Peace Corps budget request for FY 2001 is $275,000,000, an increase of
$30,931,000 over the FY 2000 enacted level of $244,069,000. The FY 2001 request
represents the third year of a multi-year plan to reach 10,000 volunteers - a goal that
Congress established for the Peace Corps in 1985. An increase in the number of
volunteers serving overseas would allow the agency to expand its education, business,
and health programs in Central Asia; address chronic needs in Africa in the areas of
HIV/AIDS prevention and girls' education; expand initiatives in information technology
and municipal management; and assist countries affected by natural disasters.

The budget increase requested in FY 2001 will fund:

* an increase in the number of volunteers on board from approximately 7,100
(end of FY 1999) to 7,800 (end of FY 2001) ($11.9 million);

* security enhancements to protect Peace Corps volunteers, staff, and property
($3.7 million);

* continued technology infrastructure improvements ($5.0 million); and

* cost increases resulting from inflation and pay raises ($1.6 million).

The following areas are priorities for FY 2001:

* New Programs and Graduations - Consistent with the global nature of its
mission, the Peace Corps maintains a broad international presence, while seeking
to provide as many opportunities as possible for Americans to serve overseas. In
FY 1997, Peace Corps volunteers made history when they began serving in
Jordan and South Africa. In FY 1999, the Peace Corps sent the first volunteers
to serve in Mozambique and Bangladesh. The agency also strengthened its
presence in China with the signing of a formal country agreement in FY 1999.
At the same time, the Peace Corps has closed its programs in countries where
significant development has taken place, most recently in Chile and Fiji. By the
end of FY 2002, the Peace Corps will have graduated from Poland, Slovak
Republic, and the Baltic States, where volunteers will leave a strong legacy of
service, community development, and cross-cultural exchange. The Peace Corps
was able to re-establish its program in the Former Yugoslav Republic of
Macedonia after a temporary suspension during the bombing in Kosovo. The
agency hopes to return to countries such as Uganda, Eritrea, and Ethiopia, where
safety and security concerns required the evacuation of volunteers, and is
prepared to respond to requests for volunteers from new countries if conditions
permit.

* Program Initiatives - The Peace Corps continues to explore innovative

approaches to involve volunteers and their communities in grass-roots
development. The agency will expand its efforts to promote the use of
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information technology as a means of building the capacity of local people and
institutions. By providing support and training in information technology,
volunteers can help link entrepreneurs to new business opportunities, bring the
Internet into the classroom, track immunization coverage, and provide a forum
for communities to share ideas about development activities. In addition,
volunteers will continue to facilitate partnerships between local community
groups, the private sector, and non-governmental organizations to address
community needs and strengthen local institutions. A growing number of
volunteers will serve as teaching resources for community-based disaster
prevention and response.

e Safety and Security - The agency has taken significant steps to ensure that
current and future volunteers receive the best possible support and training to
carry out their work. New safety and security protocols for volunteer work sites
have been developed and, by the end of FY 2000, safety and security training for
each Peace Corps sub-region will be completed. A new Coordinator for
Volunteer Safety and Overseas Security has strengthened monitoring and
evaluation of security trends, developed policy recommendations, and serves as
the agency's liaison to other agencies with respect to safety and security.

Supplemental funding in the amount of $8.3 million for security-related
expenditures has allowed the agency to provide: additional guard protection and
physical security enhancements at Peace Corps overseas posts; improved
communications capabilities, such as satellite phones; and enhanced training on
security issues for staff and volunteers. Through partnership with other agencies,
the Peace Corps will continue to monitor safety conditions in all countries and
respond proactively to needs identified by staff and volunteers.

e Improved Business Systems - Financial savings in basic business operations
have been achieved by realigning the Peace Corps' headquarters organization,
improving overseas financial operations, and reducing medical costs in support
of volunteers. The Peace Corps has also taken steps to modernize the agency's
information systems and infrastructure, including the procurement of a new
financial management system and the migration to a Windows-based computer
platform. With comprehensive contingency plans and the renovation of all
computer systems to be Y2K compliant, the agency experienced no disruptions at
headquarters or to its 77 overseas posts during the transition to the Year 2000.

o Streamlined Recruitment - The Peace Corps is prepared to respond to the
increased requests for volunteers with a strategic recruitment plan that includes
an innovative marketing and communications campaign. With an expanded Web
site that has become the "front door" to thousands of people, the Peace Corps is
recruiting Americans from every background to serve as volunteers. During
FY 1999, the agency began a comprehensive review of the recruitment and
selection process for prospective volunteers and expects to implement
improvements by the end of FY 2000, including modified screening and
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assessment tools, an on-line application, and expanded program information to
applicants.

* Humanitarian Assistance to People in Crisis Situations - Since the program
was created just over three years ago, over 230 Crisis Corps volunteers have
worked in 20 countries to provide assistance to countries affected by natural
disasters and refugee crises. In FY 1999, Crisis Corps volunteers provided
assistance in the countries devastated by Hurricanes Mitch and Georges.
Volunteers also provided services to refugees in Guinea and Zambia.

In FY 2000, Crisis Corps volunteers will primarily be devoted to natural disaster
response projects in the countries devastated by Mitch and Georges. Crisis
Corps volunteers will also support refugees as security conditions permit and
may begin to work in HIV/AIDS projects in countries where this epidemic has
reached crisis levels.
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INTER-AMERICAN FOUNDATION
($ in thousands)

Account FY 1999 Actual  FY 2000 Estimate  FY 2001 Request

National Interests:

The Inter-American Foundation, an independent agency of the United States
Government, was created in 1969 as an experimental United States foreign assistance
program. The Inter-American Foundation works in Latin America and the Caribbean to
promote equitable, responsive, and participatory self-help development by awarding
grants directly to local organizations throughout the region. The Inter-American
Foundation stimulates democratic development and practices at the grassroots level
throughout Latin America and the Caribbean.

During Fiscal Years 1998 and 1999 the Inter-American Foundation underwent a
major transition with regard to its programmatic strategy and objectives. While
maintaining its commitment to helping the poor help themselves, the Foundation has
sought to develop new strategies, partnerships, and mechanisms to increase its role as a
development innovator and to disseminate results and lessons learned for the benefit of
other donors, such as the United States Agency for International Development (USAID),
the World Bank, the Inter-American Development Bank, private foundations and non-
governmental organizations (NGOs). By doing so, the interests of the United States are
furthered through the promotion of democratic principles and economic development at
the grassroots level.

Objectives and Justification;

In Fiscal Year 2001, the Inter-American Foundation will use its grant-making
program to be an effective catalyst and leader in the promotion and support of innovative
local partnerships that involve NGOs, municipal governments, and the private sector
working together to mobilize and focus resources on improving economic and social
conditions in their communities. This approach to development will strengthen
democratic processes and civil society by encouraging the active participation of local
governmental, non-governmental, and business entities in joint efforts to solve common
problems. By promoting and demonstrating the value of collaboration among the
governmental, non-governmental, and business sectors to address local priority
development needs, the Inter-American Foundation will encourage the establishment of
sustainable democratic structures and mechanisms for the participation of economically
disadvantaged citizens in the public decision-making processes that affect their lives.

1 For FY 1999 and FY 2000 funds were appropriated in Development Assistance.
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In Fiscal Year 2001, the Inter-American Foundation will also support programs and
activities that promote and advance in Latin America and the Caribbean the concepts of
philanthropy, social responsibility, and investment by the corporate community of
financial and human resources in local economic and social development activities. By
encouraging corporations and other business entities working in Latin America and the
Caribbean to invest a portion of their resources in the social and economic development
of the communities in which they operate, the Inter-American Foundation will increase
the amount of local resources being channeled from the private sector to support local
development initiatives to address priority needs. Such an approach will lead to
increased economic opportunities for the poor, increased integration of the poor into local
and regional markets, decreased dependency of the poor on foreign assistance programs,
and, over the long term, expanded markets for U.S. goods and services in Latin America
and the Caribbean.

In the same respect, the Inter-American Foundation will carry out a special initiative
to encourage U.S.-based corporations operating in Latin America and the Caribbean to
invest resources to support development programs in the communities in which they
operate. This initiative will involve an intensive campaign to promote the importance of
social responsibility as a good business practice among those U.S. corporations that have
subsidiaries or important markets in Latin America and the Caribbean.

The Inter-American Foundation’s overall vision is for Latin American and Caribbean
countries to achieve high levels of development capability at the grassroots level and
independence from external resources. In pursuit of its vision, the Inter-American
Foundation’s goal is to increase the effectiveness and the financial independence of
community level development organizations and processes that focus on human
development, foster self-reliance, and improve the quality of life for the peoples of Latin
America and the Caribbean. Given the Inter-American Foundation’s limited staff and
financial resources, the quest for creative and effective ways to increase the impact of its
limited resources must be an ongoing institutional priority.

The Inter-American Foundation is planning a Fiscal Year 2000 budget of $20 million
utilizing 55 full-time employees.
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AFRICAN DEVELOPMENT FOUNDATION
($ in thousands)

Account FY 1999 Actual  FY 2000 Estimate  FY 2001 Request

National Interests:

The African Development Foundation (ADF) programs support economic
development, promote democracy and human rights and help to protect Africa’s fragile
environment. The ADF has a unique role among U.S. government agencies in
developing micro and small enterprise, fostering grassroots trade and investment,
improving community-based resource management and strengthening civil society in
Africa.

Obijectives and Justification:

The African Development Foundation request for FY 2001 of $16 million will foster
self-help and self-reliance at the community level in order to alleviate poverty and
promote sustainable development in Africa. ADF programs focus on four strategic
objectives:

Promoting small and micro-enterprise development

e Expanding participation of small enterprises and producer groups in trade and
investment relationships with the U.S. and within Africa.

¢ Ensuring sound natural resource management
Strengthening civil society

In pursuing these objectives, ADF emphasizes innovation and risk-taking in order to
order to better promote sustainable development in Africa. The foundation takes a
unique approach in that all funding is channeled through local organizations and African
organizations. No funding goes through governments or to international experts. ADF
assists African people directly, there is no “trickle down.”

This funding will enable ADF to finance 100 projects aimed at increasing economic
opportunities and promoting broad-based sustainable development and empowerment of
the poor in Africa. It would also enable the Foundation to undertake new initiatives and
expand on high-impact pilot efforts. Specifically, ADF will:

1For FY 1999 and FY 2000 funds were appropriated in Development Assistance.
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* Launch a new program in Nigeria where ADF’s unique approach would make an
important contribution to the country’s national rural development program and
complement other USG support for this important country.;

* Incorporate HIV/AIDS training in all ADF projects which would be a significant
grassroots component of USG efforts to halt the spread of this deadly virus;

* Expand ADF’s successful grassroots trade and investment initiative;

* Launch new initiatives to mobilize private sector capital and technology.

ADF will have a significant impact on increasing economic opportunities and
promoting broad-based sustainable development and empowerment through the requested
funding, including:

* Inthe area of micro and small enterprise (MSE) development, over 25,000 micro
loans will be disbursed and 8,500 entrepreneurs trained through new intermediary
funding mechanisms and business support service providers. This will result in
8,000 new MSEs being established and about 10,000 jobs created.

* ADF will identify and promote non-traditional exports and will move small scale
African enterprises into regional and international trade arrangements.

* The Foundation will help protect and conserve Africa’s fragile biodiversity and
ecosystems as it: raises grassroots awareness of natural resource management (NRM);
supports the formulation of NRM plans by rural communities; assists local groups in
implementing innovative programs that generate income without adversely affecting
Africa’s fragile biodiversity; and funds African researchers to develop and/or adapt
new technologies and practices for extension to rural communities. |

* ADF will help strengthen Africa’s growing civil society through: civic education
programs; capacity building of grassroots groups to define their own problems and
mobilize resources to redress them; and support to civil society organization which
can then lobby for transparency and accountability and influence policies and
resource allocations affecting their members.
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INTERNATIONAL NARCOTICS CONTROL AND LAW ENFORCEMENT
($ in thousands)

FY 1999 Actual FY 2000 Estimate FY 2001 Request

303,841 312,000

Account

National Interests:

Drugs and crime pose a unique threat to the long-term security of the United States
and are among the two most important sources of global instability in the post-Cold War
era. Unlike other foreign policy interests that may challenge either domestic or external
interests, drugs and crime simultaneously target both. Through their power to corrupt
and subvert, they have the capacity to erode U.S. social and economic structures. Within
the State Department, the Bureau for International Narcotics and Law Enforcement
Affairs (INL) has broad responsibility for federal law enforcement policy and program
coordination in the international arena.

Domestically, the social cost to the United States from the drug trade totals
$110 billion a year -- and that is without taking into account the lives wasted or destroyed
by addiction to illegal drugs. And it threatens to claim a new generation. Surveys have
shown an alarming increase since 1992 in the number of American teens using drugs.
Heroin is staging a comeback among young people ignorant of the epidemic of the '1960s
and 1970s. Domestic prevention and enforcement alone cannot cope with the avalanche
of drugs entering the U.S.; they must be supported by effective control in the source and
transit countries.

The same is true of other aspects of global organized crime such as money
laundering, credit card fraud, and the traffic in illegal aliens, illegal firearms, and stolen
vehicles. These activities cost the U.S. taxpayer billions of dollars annually by draining
capital from U.S. businesses, disrupting the labor market, and putting additional strains
on public health, education, and welfare institutions.

The President has cited international drug trafficking and organized crime as forces
that "jeopardize the global trend toward peace and freedom, undermine fragile new
democracies, sap the strength from developing countries and threaten our efforts to build
a safer, more prosperous world." In response, he has made international narcotics and
crime control a top foreign policy priority and directed the Bureau to respond
aggressively. Our policy is aimed at achieving greater U.S.-led international cooperation
focused on the most critical drug and crime targets. On the counternarcotics front, INL's
efforts are focussed on reducing drug availability in the U.S. by 50 percent between 1996
and 2007. In the transnational crime arena, INL will strengthen existing programs and
create new ones to support the objectives of the President’s International Crime Strategy.

! Includes FY 1999 Emergency Supplemental funding of $232.6 million and $23 million for herbicide
research.
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These programs work toward strengthening our borders, ensuring that global criminals
have nowhere to hide, attacking international financial and trade crimes, and responding
to emerging crime challenges.

Within the broad international Affairs Strategic Plan, INL’s primary mandates are
embodied in two strategic goals under the law enforcement national interest heading;

e Minimize the impact of international crime on the United States and its
citizens and

e Significantly reduce the entry of illegal drugs into the United States.

Supporting Programs and Implementation Strategies:

INL’s efforts in FY 2001 will build upon previous international and bilateral programs
to combat crime and illegal drug trafficking. Where narcotics are concerned, INL’s
programs will work to:

* Reduce drug crop cultivation through a combination of enforcement,
eradication, and alternative development programs through host
government organizations;

e Strengthen the ability of law enforcement and judicial institutions in
developing countries to investigate and prosecute major drug trafficking
organizations, and to seize and block their assets; and

e Improve the capacity of host nation police and military forces to attack
narcotics production and trafficking centers.

With respect to international crime, our programs are designed to:

* Develop training and information-sharing programs to combat money
laundering, fraud, and other financial crimes, and the international
trafficking of illegal aliens, women and children, stolen vehicles, firearms
and nuclear materials;

* Strengthen the International Law Enforcement Academies in Budapest,

Bangkok and Gaborone, and create or strengthen additional institutions
worldwide; and

e Thwart international crime’s ability to undermine democracy and free-
market economies in Eastern Europe, Russia, the New Independent States
(NIS) and other vulnerable states through strengthening law enforcement
and criminal justice systems.

Performance Evaluation:

Despite the enormity of the task and the challenges ahead, INL’s programs are
achieving success:
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¢ FEradication and alternative development programs in source countries are
eliminating illicit cultivation of coca at record rates. In Bolivia, for
example, net cultivation of coca in the first three quarters of 1999 is down
by a spectacular 35% from the previous year.

e Last year our international drug control programs helped remove a
potential 135 tons of cocaine--worth over $23 billion in illicit retail sales-
-off U.S. streets.

e Our global initiatives to strengthen and better regulate financial
institutions are making it easier for authorities to identify and track
money laundering and seize the assets of organized crime. Working with
foreign banking and regulatory officials, U.S. authorities are confiscating
hundreds of millions of dollars in cash and bank accounts from organized
crime syndicates.

e Agreements were reached with the governments of Ecuador and the
Netherlands to establish forward operating locations at Manta, Ecuador
and in Curacao and Aruba, to support interdiction and detection and
monitoring efforts in those important transit areas.

o A new International Law Enforcement Academy (ILEA) began operations
in Bangkok. Like our four-year-old ILEA Budapest program, the purpose
of Bangkok ILEA is to strengthen regional law enforcement cooperation
and improve performance. In 1999 over 700 law enforcement personnel
representing 10 countries participated in courses there. The ILEA in
Botswana will begin operations in late FY 2000 or early FY 2001.

e We have been instrumental in focusing the attention of the G-8 Experts
Working Group on Organized Crime on tracing electronic evidence across
borders; thwarting the trafficking of women, children, and firearms; and
adopting mutual legal assistance procedures for the 21st century. We are
coordinating with the EU on many of these same issues as well as on
combating child pornography on the Internet.

e In February of 1999, INL organized and coordinated The Vice President’s
Global Forum on Fighting Corruption and Safeguarding Integrity among
Justice and Security Officials. Over 500 delegates from 92 nations
attended the conference, including one head of state, five vice-presidents,
and more than fifty officials of ministerial or equivalent rank.

New Initiatives for FY 2001:

The FY 2001 budget request includes funding for two new initiatives: Law
Enforcement Program for Africa and CIVPOL Reserve Contingent.

57




Department of State

Law Enforcement Strategy for Africa - The global spread of international crime,
including crime emanating from Africa, is unprecedented in scale and poses a serious
threat and significant challenge to the United States and other countries. We believe that
INL funding for anti-crime and counternarcotics programs for Africa must increase
substantially. Additional funding will support a wide range of programs objectives
including: encouraging countries to adopt and implement strong narcotics control
legislation, improving the efficiency and effectiveness of criminal justice institutions to
bring drug offenders to account, and developing bilateral and multilateral mutual legal
assistance cooperation; strengthening host nation counternarcotics law enforcement
capabilities to deal with drug trafficking, money laundering, and other crimes; helping
nations and regional organizations develop institutions capable of combating the
potentially destabilizing corruption and lawlessness that accompany large sums of narco-
dollars; and developing governmental and NGO capabilities to address drug abuse and
prevention,

CIVPOL Reserve Contingent - In order improve our ability to respond to UN requests
for CIVPOL under a stand-by force model, INL plans to initially establish a reserve
CIVPOL force of 500 — 1,000 officers, similar in concept to the National Guard. Police
officers will volunteer but remain in their regular jobs until called for active CIVPOL
duty. After completing an initial, non-mission-specific training program, personnel will
receive biannual in-service training to maintain an appropriate level of readiness. INL
will retain the names of candidates who successfully complete training in a centralized
database and share this information with the UN as appropriate. By increasing the
number of prospective recruits, we will have a larger pool to draw upon when the need
for mission-specific training arises. The ready pool of candidates will facilitate faster
mobilization.

Assistance to Plan Colombia:

Colombia and its democratically elected government are facing an urgent crisis that
has narcotics, military, and economic dimensions. Narcotraffickers in Colombia now
supply about 80 percent of the cocaine and over a third of the heroin used in the U.S.
INL’s successful crop reduction programs in Bolivia and Peru have forced traffickers to
increase the cultivation of coca in Colombia, mostly in areas in which there is little
Colombian government control. Marxist rebels and right-wing paramilitaries finance
their activities with hundreds of millions of dollars in narco-profits. In order to deal with
this situation, the President has proposed an expanded comprehensive program for
Colombia, in which INL will play a major role. Increased funding, which is reflected in
the “Supplemental and Advance Appropriations” section, will help the Colombian
government: push into the coca-growing regions of southern Colombia; increase coca-
crop eradication; aggressively interdict cocaine and cocaine traffickers; promote
alternative crops and jobs; increase the protection of human rights; expand the rule of
law; and promote the peace process.
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FY 2001 INTERNATIONAL NARCOTICS CONTROL
AND LAW ENFORCEMENT REQUEST

(3 in thousands)
Countryv/Program FY 1999 Actual  FY 2000 Estimate  FY 2001 Request
NARCOTICS PROGRAMS
Country Narcotics Programs
Latin America v ‘
Bahamas 1,000 1,000 1,200
Bolivia 54,000 48,000 52,000
Brazil 1,200 1,500 2,000
Colombia 205,860 - 50,000 35,000
Ecuador 1,200 1,200 2,200
Guatemala 3,000 3,000 3,000
Jamaica 800 800 1,200
Mexico 8,000 10,000 10,000
Peru 74,540 48,000 48,000
Venezuela _ 700 700 1,200
Latin America Regional 24,500 9.000 9,500
Subtotal, Latin America 374,800 173,200 165,300
Asia/Africa/Middle East ,
Laos 3,700 4,000 4,200
Pakistan 2,200 2,500 3,500
Thailand 2,700 3,000 3,000
Turkey ‘ 500 ' 500 500
Asia/Africa/ME Regional 2.800 5341 3,000
Subtotal, Asia/Africa/Middle East 11,900 15,341 , 14,200
Interregional Aviation Support ‘ 51,000 50,000 50,000
Subtotal, Country Narcotics Programs 437,700 238,541 229,500
Other Narcotics Programs
Herbicide Research 23,000 - -
International Organizations 9,200 12,000 12,000
Law Enforcement Training and
Demand Reduction 8,000 9,000 10,000
Systems Support/Upgrades 2,500 5,000 4,000
Program Development and Support 8,800 9,300 11,500
Total, NARCOTICS PROGRAMS 489,200 273,841 267,000
ANTI-CRIME & LAW ENFORCEMENT
Anti-Crime Programs 22,370 30,000 25,000
_Bosnia Police Programs 5,000 - -
Civilian Police Contingent - - 10,000
Africa Regional Anti-Crime Program -- - 10,000
TOTAL, INCLE 516,570 303,841 312,000
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INTERNATIONAL NARCOTICS AND LAW ENFORCEMENT AFFAIRS
SUMMARY BY FUNCTIONAL ACTIVITY
($ in thousands)

Functional Activity FY 1999 Actual  FY 2000 Estimate  FY 2001 Request
Law Enforcement Assistance - 297,036 : 96,031 93,215
and Institution Development
Alternative Develop/Eradication ‘ 149,815 126,535 118,280
International Organizations 9,200 12,000 12,000
Drug Awareness/Demand Reduction 6,075 10,105 9,605
Law Enforcement Training ' 6,200 6,500 7,850
Program Development and Support 20,874 22,670 26,050
Total Narcotics Programs 489,200 273,841 267,000
Anti-Crime Programs 27,370 30,000 45,000
Total, Program Plan 516,570 303,841 312,000
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LATIN AMERICA
($ in thousands)

Account FY 1999 Actual FY 2000 Estimate  FY 2001 Request

173,200 165,300

National Interests:

The President has made elimination of the Latin American drug threat a national
security issue. A Presidential Directive notes that counternarcotics programs are essential
to strengthening democratic institutions and defending them against an insidious threat
that also undermines free market economies, human rights and environmental protection.
In addition, the interagency-cleared National Drug Control Strategy has five overarching
goals, two of which relate to national interests in this area. Goal Four is to shield
America’s air, land and sea frontiers from the drug threat. Goal Five is to break foreign
and domestic sources of supply.

Obijectives and Justification:

In order to address these national interests and goals, INCLE funds will support a
variety of programs, which include the following objectives: reducing drug crop
cultivation, processing and transportation of drugs through a combination of interdiction,
eradication and alternative development programs; strengthening Latin American law
enforcement and judicial institutions’ abilities to investigate and prosecute major
trafficking organizations; undercutting traffickers’ access to their drug proceeds and to
financial systems; and increasing international awareness of the drug threat and its
consequences to each Latin American country.

In Fiscal Year 2001, $165.3 million is being requested for the Latin America region
to implement the President’s goal to reduce drug availability in the U.S. by 50 percent
between 1996 and 2007. These funds will be used to attack cocaine and heroin
movement from source countries, and to combat emerging methamphetamine trafficking
from Mexico. U.S. efforts to eliminate the cultivation of illicit coca and opium poppy are
focused on the Andean countries of Bolivia, Colombia and Peru, which account for
virtually all of the cocaine coming to U.S. borders, and much of the heroin found in U.S.
cities. Funds to break the sources of supply will go toward providing training, aircraft
and equipment for the manual eradication of drug crops in Bolivia and Peru; the
herbicidal eradication of coca and opium poppy in Colombia; and comprehensive
alternative development programs for all three countries to ensure that these farmers
return permanently to licit agricultural means of livelihood. The Administration recently
unveiled the $1.273 billion Plan Colombia (a two-year funding plan beginning in

! Includes $232.6 million in emergency supplemental funding.
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FY 2000, not reflected in this submission) to assist primarily Colombia but includes
funding for other Andean and transit countries regarding both crop eradication,
alternative development and interdiction activities.

Funding to shield America’s frontiers will target major drug transit routes from Latin
America to the U.S., which shift from Mexico/Central America to the countries of the
western and eastern Caribbean, depending on trafficking trends. Enhancing bilateral
programs with Mexico is a major priority, due to its role as the leading smuggling
gateway to the U.S., methamphetamine trafficking and the rise of powerful Mexican
trafficking groups within the Latin American cocaine hierarchy. For all of these
countries, the U.S. goal is to provide equipment, technical assistance and training to
support the institutionalization of political will, law enforcement and judicial capabilities
so that a sustainable effort can be mounted against the drug trafficking organizations that
target the United States.
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MAJOR ASIAN COUNTRIES
(8 in thousands)

Account FY 1999 Actual  FY 2000 Estimate  FY 2001 Request

National Interests:

Heroin remains our narcotics control priority in Laos, Pakistan, Thailand and
Turkey. The first three are both producer and transit countries and Turkey, while no
longer producing significant amounts of illicit opium poppy, remains a major transit
country for Afghanistan-produced opium and heroin. Available intelligence indicates
that the flow of heroin and other contraband to the U.S. is increasing while U.S. addiction
rates are rising.

Recent intelligence analysis indicates that Asian heroin accounts for a significant
share of the heroin smuggled in to the U.S. The flow of illicit substances to U.S. shores
cannot be stemmed without adequate support for counternarcotics efforts by cooperating
governments in a region that covers over half the globe. Further, narcotics trafficking has
a corrupting effect on both producer and transit countries, threatening to undermine
democratic institutions in regions where key U.S. interests exist. Programs designed to
enhance law enforcement activities and improve the rule of law in these countries benefit
the national interest by preserving the economic and political stability of allies and
trading partners.

Objectives and Justification:

While our narcotics control priority in Asia is heroin, the threat to democratic
institutions from the growing metamphetamine problem in Thailand means that our
assistance there has the dual benefit of curbing heroin trafficking to the U.S. and helping
the Thai cope with metamphetamine trafficking. While USG assistance to Thai
alternative development programs has resulted in dramatic reductions in opium poppy
cultivation there, Thailand remains a transit country for heroin flowing out of Burma to
the U.S. and our current efforts seek to enhance interdiction activities throughout
Southeast Asia. The proven means of attacking opium poppy cultivation -- alternative
development combined with strong enforcement -- are unavailable in the two countries
that produce most of the world's opium and heroin: Burma and Afghanistan. We
therefore are working through programs in major countries -- Thailand, Laos, Pakistan
and Turkey -- to combat the trade, and working through diplomatic and public channels
to increase international awareness of the expanding heroin threat.

We also work closely with the United Nations Drug Control Program to address the
threats from Burmese and Afghan heroin. We will continue to support crop suppression
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programs in Laos, the third leading producer, Pakistan, and Thailand, where we have
government cooperation. Through training, institution building, and information sharing,
we will continue to strengthen law enforcement efforts against the major organizations
that target the U.S. These programs have shown impressive results in Pakistan and
Thailand but must be maintained to guard against recidivism until former poppy
producing areas have firmly established alternative means of economic support. The
Laos program is still in its infancy but shows great promise. Our assistance to Turkey
continues to focus on interdiction and enhanced law enforcement abilities.
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ASIA/AFRICA/MIDDLE EAST REGIONAL COOPERATION
(3 in thousands)

Account FY 1999 Actual  FY 2000 Estimate  FY 2001 Request

National Interests:

Heroin remains our narcotics control priority in the region while anti-crime programs
are of growing importance in Africa and the Middle East as the best means to stem the
tide of traffickers who are increasingly using these regions as transit zones. Available
intelligence indicates that the flow of heroin and other contraband to the U.S. is
increasing while U.S. addiction rates are rising. Recent intelligence analysis indicates
that Asian heroin accounts for a significant share of the heroin smuggled in to the U.S.
The flow of illicit substances to U.S. shores cannot be stemmed without adequate support
for counternarcotics efforts by cooperating governments in a region that covers over half
the globe.

Objectives and Justification:

While illicit drug production in Southeast Asia has declined due to poor weather and
stronger enforcement, opium poppy cultivation in Afghanistan has exploded. Drug
trafficking patterns continue to proliferate through South and East Asia and into the
Middle East and Africa, as local criminal organizations prosper and develop into regional,
inter-regional and global networks. Weak governments with poorly developed and
financed law enforcement infrastructures provide fertile environments in which
trafficking organizations have flourished. The transnational character of illicit narcotics
trafficking requires a regional approach for multilateral and bilateral programs. Key
objectives for the Asia/Africa/Middle East Regional Cooperation program are:

o Encourage countries to adopt and implement strong narcotics control
legislation, improve the efficiency and effectiveness of judicial
institutions to bring drug offenders to justice, and develop bilateral and
multilateral mutual legal assistance cooperation,

e Strengthen host nation counternarcotics law enforcement capabilities to
deal with drug trafficking and production, money laundering, and other
crimes; ' ‘

e Develop governmental and NGO institutional capabilities to address drug
abuse and prevention; and

e Reduce the cultivation and production of illegal drugs through alternative
development and eradication programs.
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The FY 2001 regional cooperation program is designed to help governments begin
establishing counternarcotics law enforcement units, obtain training or equipment, and
conduct demand reduction/public awareness campaigns. The intent is not to establish
permanent programs, but to provide seed money for countries to help themselves and to
complement UNDCP and other donor programs.

East Asia - The program in East Asia is designed to strengthen countries’ law
enforcement and judicial institutions and to help them develop the capability to deal with
drug abuse by providing training and equipment, and some alternative development
assistance. This is particularly true for China, Vietnam and Cambodia, where drug
trafficking and abuse are rapidly growing problems, but whose governments have limited
experience and capabilities in confronting these challenges. The program will also assist
countries in developing legislative and judicial structures to deal more effectively with
drug trafficking and money laundering. Small programs to enhance law enforcement and
demand reduction capabilities are planned for a variety of countries in the region. The
U.S. will also encourage and enhance existing regional cooperation in addressing
narcotics control.

South Asia - This program has terminated funding of alternative development/crop \
substitution programs in Afghanistan due to rapidly expanding opium poppy cultivation :
there and the failure of the Taliban faction to enforce its poppy ban. Funds intended for

Afghan programs for FY 2001 will be redirected to assist interdiction efforts and

alternative development by Afghanistan's neighbors. In India, the program supports an

important opium yield survey, law enforcement equipment to monitor the licit opium

program, and small demand reduction programs run by NGOs.

Africa/Middle East - Beginning in FY 2001, INL is requesting separate funding to
institute a new Africa Counternarcotics/Anti-Crime Program (refer to Africa line item in
INL Anti-Crime section), however, INL will continue to fund a number of small projects
in the Middle East designed primarily to assist with law enforcement institution building.
Although training remains the primary focus, particularly customs training and
management training for counternarcotics units in transit countries, the program also
supports demand reduction programs, technical assistance, and public education
campaigns. The U.S. continues to work closely with other donors to coordinate these
efforts. '
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INTERREGIONAL AVIATION
($ in thousands)

Account FY 1999 Actual FY 2000 Estimate  FY 2001 Request

National Interests:

INL’s aviation program is positioned to support host governments worldwide in their
efforts to locate and eradicate drug crops, interdict drug production and trafficking
activities, and develop their own institutional counternarcotics aviation capabilities.

The aviation program continues to work aggressively toward the strategic goal of
significantly reducing the amount of illegal drugs entering the U.S. by eradicating raw
materials for drug production where they are cultivated. Aerial eradication represents the
most cost-effective method of illicit drug crop control, affording opportunities for large
scale, fast moving campaigns. In those countries that have not yet initiated aerial
eradication, aircraft are essential for transporting manual eradicators to otherwise
inaccessible and/or unsecured drug growing areas.

INL’s air program also provides crucial helicopter support to host country activities
to interdict production and trafficking activities, ultimately reducing illegal drug entry
into the United States. Aviation reconnaissance resources are an essential element in
locating, identifying and targeting drug activities, as well as verifying the results of
operations. Medium-lift airplanes facilitate the movement of personnel and equipment to
remote, underdeveloped, inaccessible, or unsecured regions where both infrastructure and
law enforcement presence are minimal.

The Aviation Division is also furthering the operational goal of enhancing political
determination to combat illegal drug production and trafficking by working hands-on
with host government technical aviation personnel. By instilling aviation technical and
management skills and transferring technology, INL is building long-lasting institutions
that have the personnel resources and resolve to assume increased responsibility for
counternarcotics air activities.

Obijectives and Justification:

The Interregional Aviation program contains the following objectives:

e Aecrially-eradicate drug crops with herbicides;

e Support institution building of cooperating host government
counternarcotics aviation programs; '
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* Destroy cocaine and heroin processing laboratories and interdict drug
trafficking activities by aerial transport of host government law
enforcement personnel;

* Conduct aerial reconnaissance to locate drug crops and production
facilities and verify eradication program results; and

* Develop and implement technological innovations to improve
effectiveness and safety of aerial eradication and interdiction efforts.

In FY 2001, the interregional aviation program will continue to: respond to aerial
eradication requests from Latin American countries; support eradication programs in
Guatemala, Belize, Panama, Venezuela, Costa Rica, Ecuador, Honduras, Paraguay,
Nicaragua, El Salvador, and Colombia; and provide support for helicopter operations in
Peru and Bolivia. The aerial eradication campaign in Colombia will continue to receive
special emphasis, with continued expansion of successful eradication efforts from the
Guaviare and Caqueta regions to Putumayo. A high level of support will continue in
Colombia in the areas of flight operations and instruction, maintenance quality control,
and repair parts. This will help maintain a capability to sustain a high aerial eradication
sortie rate against illicit crops. Simultaneously, we will conduct intensive training of
police and military counternarcotics elements to make their assumption of increased
responsibility for these areas possible. Successful training and institution building in
Bolivia and Peru will also allow us to continue to reduce U.S. contractor presence there.

The Aviation Division will continue to pursue technological innovations to improve
aircraft performance and explore new variations of aircraft to enhance eradication
capabilities at a reasonable cost. Further emphasis will be placed on programs to upgrade
spray aircraft capabilities, including possible employment of the A-10 aircraft for spray
missions and night missions. Finally, the Aviation Division plans to continue to phase in
additional State Department direct-hire or contract personnel as replacements for DOD
detailees to ensure continuity of operations.
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INTERNATIONAL ORGANIZATIONS
(8§ in thousands)

Account FY 1999 Actual  FY 2000 Estimate  FY 2001 Request
12,000

National Interests:

As a result of the June 1998 United Nations General Assembly Special Session,
international organizations are becoming increasingly important to international drug
control. This meeting renewed the global commitment to combat illicit drugs and
underscored the growing emphasis on such multilateral issues as chemical control, money
laundering and maritime cooperation, and the elimination of illicit drug crops. By
supporting programs that promote the construction of effective counternarcotics
institutions, we are also promoting democracy and the rule of law. U.S. support for
multilateral organizations offers several advantages over unilateral action, such as
stimulating increased contributions from other donors and countering the misperception
that drugs are exclusively a U.S. problem. Multilateral programs can also reach regions
where the U.S. is unable to operate bilaterally, for political or logistical reasons. In
addition, activities or initiatives sponsored by the UN, the Organization of American
States (OAS) and other multilateral organizations are often more palatable to countries
with sovereignty sensitivities and bring the weight of the international community to bear
on a problem or an issue of general concern.

Objectives and Justification:

INL provides funds to international organizations such as the United Nations Drug
Control Program (UNDCP), the OAS Inter-American Drug Abuse Control Commission
(CICAD) and the Colombo Plan’s Drug Advisory Program. Additionally, UN agencies,
international financial institutions and multilateral banks engaged in development
programs in drug source countries have a role to play by factoring counternarcotics goals
into their activities. INL promotes programs through UNDCP for these bodies to carry
out. Key U.S. objectives for international organizations are:

e Maintain strategic leadership in focusing and guiding the international
drug control effort and create a political atmosphere which encourages
other countries to view drug control as a major foreign policy concern
and motivates them to strengthen domestic measures,

e Assist countries in developing the institutional infrastructure to reduce the
production and trafficking of drugs by strengthening law enforcement -
agencies, modernizing judicial systems, and developing drug laws so that
countries can investigate, prosecute, and punish major drug kingpins, and
to reduce the demand for drugs;
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Use UNDCP, OAS/CICAD, Colombo Plan and other international
organizations to plan and execute programs which expand multilateral
cooperation, advance U.S. international drug control goals or take the
place of U.S.-funded programs in countries where there is limited U S,
presence; and

Support efforts to make drug control an integral part of UN programs and
to ensure that a wide range of UN assistance efforts further
counternarcotics goals.

Continued USG assistance for the UNDCP in FY 2001 is needed to sustain
Executive Director Arlacchi’s efforts to pursue a global strategy to eliminate opium and

coca in ten years. INL funds will be used to:.

support the global strategy to eliminate illicit cultivation, including pathogen
research; ,

begin and sustain projects in the largest opium producing areas of South East
Asia where the U.S. has limited access (e. g., Burma, Laos, China, Vietnam,
China); '

support and leverage additional European support for programs in Southwest
Asia where opium cultivation is escalating, specifically in Afghanistan and
Pakistan;

establish drug control institutions and regional cooperation in the NIS;
coordinate and provide law enforcement training, judicial assistance, and
demand reduction assistance to strengthen the counter-drug institutions in
Central Europe and Africa;

provide additional technical assistance to support the strengthening of host
government institutions in the Western Hemisphere involved in the
investigation, prosecution, and confinement of major drug traffickers;

continue legal advice to assist the drafting and implementation of legislation to
implement the 1988 UN Convention;

continue chemical control training to assist governments to implement chemical
control regimes;

continue a maritime cooperation training program.

INL will continue to be CICAD’s primary funding source in the years ahead. The
FY 2001 budget request will support the effective operation of the Multilateral
Evaluation Mechanism (MEM) and enable CICAD to provide the follow-up technical
support and training that Member States will need to address shortcomings identified in
national or regional anti-drug efforts. Funding will encompass program activities that:

strengthen national drug commissions;
enhance national performance and regional cooperation on control of drug
smuggling, money laundering, chemical diversion, and arms trafficking;

provide specialized law enforcement training, such as customs inspection and
maritime interdiction;

promote administration of justice reform;

70




Department of State

e reduce or prevent drug abuse; develop or refine sub-regional models and
curricula for drug awareness education (school- and community-based);

e promote best practices or establish regional standards for drug treatment;
mobilize communities against drug abuse and trafficking;

e promote sustainable alternative development in drug-producing regions.

INL funds will expand the Colombo Plan’s prevention and treatment networks, in
addition to linking the Asian networks to their counterparts in Latin America and other
regions of the world in the establishment of the first global prevention network. FY 2001
funding will also support: continuing workshops on the development of model after-care
facilities and drug intervention programs for juveniles in correctional settings, evaluation
of model treatment and rehabilitation programs for adults/juveniles in correctional
settings, workshops for integrated policy development and implementation for the
national-level drug secretariats of key producing and transit countries.
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NARCOTICS LAW ENFORCEMENT TRAINING AND
DRUG AWARENESS AND DEMAND REDUCTION
(8 in thousands)

Accouht FY 1999 Actual  FY 2000 Estimate FY 2001 Rec

National Interests:

This program category includes two discrete functional activities. Law Enforcement
Training is designed to assist cooperating countries in creating effective national
organizations for investigating drug trafficking and interdicting illegal narcotics. Drug
Awareness and Demand Reduction seeks to reduce the worldwide demand for illicit
drugs by motivating foreign governments and institutions into giving increased attention
to the negative effects of drug abuse upon society. Both programs support the national
interest of reducing the entry of drugs into the U.S. by providing technical expertise to
foreign law enforcement, policy and demand reduction organizations. It is important to
note that additional law enforcement training and demand reduction programs are also
funded from other parts of the INCLE budget.

Objectives and Justification:

Narcotics Law Enforcement Training

International anti-narcotics training is managed and funded by the U.S. Department
of State and carried out by the Drug Enforcement Administration (DEA), the U.S.
Customs Service and the U.S. Coast Guard. Since 197 1, INL has transferred over
$120 million to DEA, Customs and the Coast Guard, resulting in training for more than
70,000 foreign anti-narcotics officials. Generally, training programs in the U.S. are
tailored to senior-level management and policy-level officials, while programs offered
overseas are reserved for operational personnel.

Program objectives for the Narcotics Law Enforcement Training category are as follows:

* Contribute to the basic infrastructure for carrying out counternarcotics law
enforcement activities in cooperating countries;

* Improve technical and investigative skills of anti-drug law enforcement personnel in
key narcotics countries; and

* Increase cooperation and coordination between U.S. and foreign law enforcement
officials.

INL-funded training will continue to support the major U.S. and international
strategies for combating narcotics trafficking worldwide. Emphasis will be given to
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promoting training on a regional basis, and to contributing to the activities of
international organizations, such as the UNDCP and the OAS. INL will continue to
furnish programs only to those countries considered to be high priority for U.S.
anti-narcotics interests. Through the meetings of major donors, the Dublin Group,
UNDCP and other international fora, INL will coordinate with other providers of
training, and urge them to shoulder greater responsibility in providing training that serves
their particular strategic interests.

Programs dealing with financial crimes (e.g., methods for promoting asset seizure and
combating money laundering) will continue to expand. INL will maintain its role of
coordinating the activities of Washington-based agencies in response to assistance
requests from U.S. embassies. This will avoid duplication of effort, and ensure that
presentations represent the full range of USG policies and procedures.

Drug Awareness and Demand Reduction

Drug awareness and Demand Reduction programs seek to reduce the worldwide
demand for illicit drugs and minimize the flow of narcotics to the U.S. by stimulating
foreign governments and institutions to increase attention to the effects of drug abuse on
their societies, and to target trafficking groups responsible for these problems. Key
objectives of Drug Awareness and Demand Reductions are to:

e Strengthen the ability of host nations to conduct more effective demand reduction
efforts on their own,;

e Encourage drug producing and transit countries to invest resources in drug awareness,
demand reduction, and training to build public support and political will for
implementing counternarcotics programs;

e Improve coordination of, and cooperation in, international drug awareness and
demand reduction issues involving the U.S., donor countries and international
organizations; and

e Utilize accomplishments in the international program to benefit U.S. demand
reduction services at home.

INL-funded training for FY 2001 will continue to strengthen host nation
counternarcotics institutions so they can conduct more effective demand reduction and
public awareness programs on their own. The program will give particular attention to
cocaine producing and transit countries in Latin America and address the heroin threat
from Southeast Asia. Another area of focus will be in countries of Eastern Europe and
the former Soviet Union. These activities will be undertaken in collaboration with other
donor countries and international organizations to reflect the Administration’s emphasis
on increased multilateral activities.

The training and technical assistance program in FY 2001, however, goes beyond the
traditional emphasis on treatment, prevention, education, and public awareness. While
training will be increased in these four areas, the program will continue to expand its
FY 2000 empbhasis on the development of national, regional, and international coalitions
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of public/private sector organizations to strengthen international cooperation and actions
against the drug trade.

The Public Awareness Program will enhance the ability of host countries to build
public support and strengthen the political will for implementing counternarcotics
programs. Training will focus on the development of national-level drug awareness
campaigns that demonstrate connections between the drug trade and other concerns such
as economic growth, democracy and the environment. On the local level, training will
focus on the establishment of effective drug awareness/education campaigns in schools
and the community, including the use of media and advertising resources. Technical
assistance will focus on helping host governments conduct sustained drug awareness
campaigns by developing linkages between the corporate sector and the mass media.

The Demand Reduction Program budget request will accommodate the increased
need for training, enhance the development of regional and national anti-drug
partnerships, and facilitate cross-cultural, comparative research designed to improve
U.S.-based services. At the policy level, the program will focus assistance on building
and strengthening national-level counternarcotics institutions with the capacity to develop
comprehensive counternarcotics policies, programs, and strategies. At the regional level,
the program will enhance international coalitions of NGOs developed from
FY 1996-2000 to mobilize international opinion against the drug trade and encourage
governments to develop and implement strong counternarcotics policies and programs.
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SYSTEMS SUPPORT AND UPGRADES
($ in thousands)

Account FY 1999 Actual FY 2000 Estimate FY 2001 Request

National Interests:

The Systems Support and Upgrades program continues to work aggressively toward
the strategic goal of significantly reducing the amount of illegal drugs entering the U.S.
by providing technical engineering support for aircraft configurations and upgrades.
Both aerial eradication and aircraft denial programs represent cost-effective methods of
eradicating illicit drug crop control and providing aerial platforms for surveillance and
detection.

Objectives and Justification:

The Systems Support and Upgrades program supports the following objectives:

e Provide program cost savings through standardization of services, support
and upgrade aviation performance characteristics through economy of
scale procurement;

e Provide standardization and sustainment support to those countries
having received C-26 aircraft from the United States; and

e Provide flexibility for contracting cost fluctuations by maintaining a
separate account for equipment upgrades and other contracting
requirements.

INL initiated the Systems Support and Upgrade Project to include C-26 support, an
airborne surveillance initiative, refurbishment of OV-10 Broncos, and upgrade of UH-1H
helicopters. Through this funding, specialized systems that were previously not available
were to be provided to meet counternarcotics mission requirements in support of
surveillance, detection, eradication, interdiction and logistics. This project also allowed
INL to improve the performance characteristics of existing systems to better utilize their
capability, extend their useful life, and increase the effectiveness of reconnaissance,
eradication and interdiction efforts.

INL has contracted for engineering and modification services to modify C-26 aircraft
with a suite of surveillance sensors. To ensure effective utilization of these powerful
resources, host countries must be taught the appropriate tactics, techniques, and related
doctrine that will lead to a “systems” approach in their counter-narcotics surveillance and
interdiction efforts. Additionally, with appropriate information management protocols in
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place, these host nation operations will generate surveillance information of import to the
U.S. and other donor nations. As C-26 operations mature, the need for optimized sparing
protocols (both airframe and sensor system) will be of increasing importance. An
appropriately tailored sparing protocol could save C-26 user nations as much as

30 percent of the cost of traditional spares packages.

76




Department of State

INL PROGRAM DEVELOPMENT & SUPPORT
($ in thousands)

Account FY 1999 Actual FY 2000 Estimate  FY 2001 Request

National Interests:

Within the U.S. Department of State, the Bureau for International Narcotics and Law
Enforcement Affairs has been charged with developing strategies and initiatives to
achieve international counternarcotics and criminal justice policy national interest
objectives. The INL Bureau maintains a cadre of program and technical experts to meet
various overseas and domestic requirements.

Obijectives and Justification:

INL Washington staff activities include but are not limited to the following
objectives: overall policy formulation, guidance and analysis; developing, guiding,
evaluating and backstopping programs overseas; conducting periodic visits to embassy
narcotics affairs sections to review, analyze, and make recommendations on programs
and funds control; developing or sponsoring management control seminars for overseas
staff; developing training programs for new personnel; and coordinating policy and
programs with other agencies and governments.

Program Development and Support (PD&S) funds provide for the domestic
administrative operating costs associated with the Washington-based INL staff.
Approximately 65 percent of the requested PD&S funds will be used for salaries and
benefits of direct-hire INL employees, in addition to other part-time employees,
contractors, reimbursable support personnel and re-hired annuitants.

Currently, these funds support 148 domestic and overseas direct-hire American and
Foreign Service National staff. Another 22 domestic positions are not funded from
PD&S; one is based in Miami and is funded from Latin America Regional program
funds, and eight are in direct support of interregional aviation activities and are therefore
funded from that portion of INL’s budget. The rest are involved in anti-crime activities
and are funded by the Department of State’s Diplomatic and Consular Programs account.

Staff travel is also provided under PD&S funding and is essential to review and
evaluate the many programs INL supports worldwide, as well as to promote and advance
international counternarcotics and criminal justice foreign policy objectives. In addition,
PD&S funds are used for the following: other services including computer service
personnel, computer maintenance and payments to the U.S. Department of State for the
support services they provide; utilities, primarily telephone; computer equipment,
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software and office furniture; printing and reproduction (e.g., Congressional Presentation

Document and the International Narcotics Control Strategy Report); and supplies and
materials.
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INL ANTI-CRIME PROGRAMS
($ in thousands)

Account FY 1999 Actual FY 2000 Estimate  FY 2001 Request

National Interests:

The threat to U.S. interests posed by international crime can be-viewed in three
broad, interrelated categories: threats to Americans and their communities, threats to
American businesses and financial institutions, and threats to global security and
stability. The impact of international crime is felt directly on the streets and in the
communities of the U.S. International terrorism has reached inside our borders, hundreds
of thousands of individuals enter illegally each year, and there is wide-scale smuggling of
contraband -- drugs, alcohol, tobacco, firearms, stolen cars, and child pornography.

These activities and those who carry them out must be dealt with decisively and with the
full power of law enforcement, intelligence and diplomatic efforts. Only by concerted
efforts at home and by forging alliances with our international partners will we ensure the
protection of important U.S. interests today and tomorrow.

Objectives and Justification:

The Secretary of State mandated the Bureau of International Narcotics and Law
Enforcement Affairs to fund, coordinate, and provide policy guidance for international
crime matters. This includes responsibility for law enforcement training assistance and
procurement of equipment for those countries in which international criminal activity
arises. The key objectives are to:

e Combat the growing threat to U.S. national security posed by
international organized crime;

e Assist emerging democracies to strengthen their national judicial and law
enforcement institutions’ capabilities to counter illegal criminal activities
through training, equipment, technical assistance and by sponsoring
coordination task forces;

e Strengthen efforts by the UN and other international organizations to
assist member states to combat international criminal activity;

! Includes $25 million for regular anti-crime programs, $10 million for CIVPOL (new) and $10 million for
Africa anti-crime programs (new) for FY 2001.

79




Department of State

* Asrequired by the UN Resolutions, complete negotiations on an
Organized Crime Convention and protocols covering firearms trafficking
and the trafficking in persons, especially women and children, and
smuggling of migrants, including smuggling by sea;

e Continue to provide technical assistance and training with the goal of
building stronger law enforcement networks to address uncontrolled
trafficking in small arms, intellectual property rights, combat financial
crimes and money laundering; :

* Provide training programs and technical assistance to help curb alien
smuggling, trafficking in women and children, and violence against
women and children;

* Continue to support the Migrant Coordination Center established to-
coordinate the U.S. response to the increase in migrants attempting
illegal entry; and

 Continue the support of the Budapest, Bangkok, Botswana, and Western
Hemisphere International Law Enforcement Academies.

The U.S. is making strides globally towards enhancing international cooperation in
the fight against international organized crime. In FY 1999, over 4,000 law enforcement
officers from Central Europe, the New Independent States (NIS), and Southeast Asia
received training under INL’s Anti-Crime Training and Technical Assistance Program.
The INL-funded International Law Enforcement Academy (ILEA) in Budapest and
Bangkok trained numerous police managers during its eight-week and specialized
training programs this past year. In early 1999, the new ILEA in Bangkok began
operations to train law enforcement personnel from that geographic region.

INL has developed a training program for providing law enforcement, rule of law and
central bank training and assistance to emerging democracies for financial crimes. A
prime focus of the training program is a multi-agency approach to addressing
international financial crimes, law enforcement development, organized crime and
counter-narcotics training. During FY 1999, INL funded numerous programs to combat
international financial crimes, focusing on money laundering. Nearly every federal law
enforcement agency assisted in this effort by providing basic and advanced training
courses in all aspects of financial criminal activity.

An initiative to work with the National Insurance Crime Bureau, the FBI and U.S.
Customs Service (USCS) is designed to recover stolen U.S. vehicles from Central
America and the Caribbean. The U.S. has developed a model treaty and training program
for local law enforcement to identify, recover, and return stolen vehicles to their owners.
INL-sponsored Alcohol Tobacco and Firearms/USCS training provided Basic Firearms
Trafficking courses in Latin America and the Caribbean, and advanced courses
(conducted in the U.S.) for fifteen countries from these regions. Teams from these two
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agencies also performed needs assessments and assisted authorities in tracing seized
firearms in ten countries. :

Since 1993, an inter-agency working group chaired by INL has coordinated the
interdiction of nearly 30 Chinese alien smuggling vessels and the return of their illegal
immigrants to China. The United Nations General Assembly, the United Nations Crime
Commission, and the International Maritime Organization have adopted resolutions
condemning alien smuggling and directing the creation of protocols to the Organized
Crime Convention regarding alien smuggling and trafficking of women and children.
Beginning in 1999, the UN Crime Commission has deliberated on these two protocols,
with the intention of completing work for the October 2000 UN General Assembly
session. The U.S. must ensure it is able to carry out the requirements of these protocols
and assist other nations to comply.

The INL FY 2001 budget request is based on the requirements set forth in PDD-42,
“International Organized Crime,” and reflects the consolidated management of law
enforcement and police training programs. INL will use federal, state and local law
enforcement agencies, the International Criminal Investigative Training Assistance
Program (ICITAP), the Office of Overseas Prosecutorial Development (OPDAT ), and
other organizations to provide law enforcement training programs and technical
assistance to the NIS, Russia, Central and Eastern Europe, Latin America, Africa and
Asia. The program will place significant emphasis on financial crimes, money
laundering, alien and weapons trafficking, and combating organized and financial crime.
Program activities are broken out as follows:

NIS, Russia, and Central Europe

Russia and the New Independent States - INL will fund advanced training programs
and regional legal advisors to strengthen the capacity of the governments of Russia and
other states in this region to combat the activities of organized crime, including financial
crimes and illegal trafficking. INL will continue to fund training and technical assistance
programs in Russia and the NIS carried out by the FBI, Secret Service, DEA, Customs,
OPDAT, ICITAP, IRS, State’s Office of Diplomatic Security and other U.S. Federal law
enforcement agencies. Such support will focus on financial crimes, money laundering,
organized crime, domestic violence and drug trafficking.

Central Europe - INL will support law enforcement training and technical assistance
programs, such as an expanded Resident Legal Advisor program in Central Europe, as
SEED Act funding permits.

ILEA - INL will continue funding for law enforcement and criminal justice training
programs at the ILEA in Budapest. The ILEA’s provide an eight-week personal and
professional development program for approximately 1,000 mid-level police managers
each year. In addition, over 1,600 criminal justice officials receive specialized training
yearly on a wide range of anticrime subjects.

Alien Smuggling/Trafficking in Women and Children - INL will assist the NIS,
Russia, South East Asia, and Central and Eastern Europe to more effectively combat alien
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smuggling and trafficking in women and children. In addition to training, resident legal
advisors will assist these countries to enact anti-smuggling/trafficking legislation. INL
will continue to work with international organizations to promote cooperation among
sending, transit and receiving countries. The establishment of the Migrant Trafficking
Coordination Center will assist the U.S. more clearly focus its efforts to combat alien
smuggling/trafficking.

Legal and Regulatory Reform - Working with Justice and Treasury agencies, INL will
continue the development of programs to assist central banks and other financial
institutions to prevent and investigate financial fraud and money laundering. INL will
also provide legal assistance and regulatory reform programs on witness protection,
community policing, and drug and crime prevention, including prevention and
investigation of domestic violence and sexual assault, alien smuggling and trafficking of
women and children, and trafficking in small arms and automobiles.

Latin America

Law Enforcement Training - INL will support programs to assist justice sector, law
enforcement and regulatory agencies in Latin America and the Caribbean in their efforts
to combat international criminal activities, particularly financial fraud, alien smuggling
and money laundering. These programs will be designed to complement INL’s ongoing
in-country counternarcotics and crime programs.

Stolen Cars - INL will fund the next phase of the program to negotiate bilateral
agreements with regional governments. These agreements will provide standard
procedures for the recovery and return from Central America of stolen U.S. vehicles and
provide training for law enforcement agencies to reduce the several hundred million-
dollar losses in car theft from the U.S. each year.

Alien Smuggling/Trafficking in Women and Children - Through INL’s efforts, many
Latin American countries are beginning to improve their efforts to combat alien
smuggling by enacting anti-smuggling legislation, and by coordinating enforcement
operations against alien smugglers. INL will continue to assist these countries combat
alien smuggling through training, information sharing and coordinated enforcement
operations.

Firearms Trafficking - INL will coordinate the third year of a joint ATF/Customs
training program to assist Latin American countries to develop their own programs to
combat firearms trafficking as required by the OAS Convention. Assistance will include
teaching weapons identification, classification, nomenclature, markings for the purpose
of conducting traces, and procedures for requesting U.S. law enforcement assistance.

Africa and East Asia

Africa - INL, in conjunction with Treasury, Justice, Defense, CIA, and other State
Department bureaus, will continue to support the small arms program that provides law
enforcement training and technical assistance in newly emerging democracies. INL also
will provide technical assistance on illegal trafficking in nuclear materials, community-
based policing, administration of justice, money laundering and legislative and judicial
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reform. INL will provide the necessary resources to the Southern Africa ILEA, and
begin the post training evaluations.

East Asia - INL will provide law enforcement training to prevent financial fraud and
money laundering, combat organized crime groups involved in alien smuggling and/or
trafficking in women and children, and counteract intellectual piracy. ILEA Bangkok
will explore the need to improve the Academy’s physical plant, and begin post academy
evaluation.

ILEA - INL will complete will begin the expansion of its training program at the newly
established ILEA in Botswana. The personal and professional development program
specifically tailored for that region will be presented to additional mid-level police
managers during the year. ILEA Bangkok will expand its physical plant to better
accommodate the increased student population in a more academic setting. The number
of personal and professional development programs will expand along with specialized
courses.

Multilateral Organizations/Other

International Criminal Investigative Training Assistance Program (ICITAP) - INL
will fund ICITAP law enforcement, and forensics training will be provided for countries
in transition from civil strife or military rule to democratic rule (e.g., Haiti, Bosnia, the
Middle East, Africa, and the Far East).

Multilateral Organizations and Initiatives - Funding for the UN’s Crime Prevention
and Criminal Justice Branch and other multilateral organizations will be provided for
specific justice sector and law enforcement training and technical assistance programs,
including the trafficking of women and children.

Financial Action Task Force (FATF) - Contributions to key research activities and
meetings of the FATF, not otherwise funded by the USG, international organizations, or
operational expenses of the office will aid in addressing money-laundering crimes (e.g.,
Asia/Pacific Group; Caribbean Financial Action Task Force; OAS/CICAD and the
Council of Europe).

Program Support - INL funding will support established narcotics and law enforcement
affairs offices in Kiev and Moscow, including salaries and administrative costs. Support
funds will also be applied to certain domestic administrative costs associated with
programs directed against transnational organized crime.

Civilian Police Contingent

U.S. involvement in international civilian police (CIVPOL) operations is relatively
new. Starting in 1994 with the U.S.-led multinational intervention to restore the
democratically elected government in Haiti, U.S. participation in CIVPOL operations has
increased from 50 to over 700 experienced police officers assigned in Bosnia, Croatia,
Kosovo, and East Timor.
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Participation in CIVPOL requires a comprehensive program to recruit, screen, train,
equip, pay and support U.S. police officers deployed overseas. The existing U.S.
capacities in this area should be substantially improved from the weeks or months it now
takes to respond to an international call for help. This program provides the resources to
develop a voluntary reserve of 1,500-2,000 personnel who would remain in their regular
jobs until called for duty.

After completing an initial training program, personnel would receive regular in-
service training to maintain an appropriate level of readiness. The names of trained
individuals would be maintained in a central U.S. database to draw upon when the need
arises for fast mobilization of trained law enforcement personnel.

Africa Regional Anti-Crime Program

Most of the limited counternarcotics and anti-crime funds spent to date in Africa
have been focused on narcotics problems in Nigeria and South Africa. African criminal
groups that operate in these countries are now spreading throughout the region and
increasing their geographic diversification. Countries as disparate as Malawi, Ethiopia,
and the Ivory Coast have been drawn into the drug trade. Nigerian and South African
criminal organizations have matured and become transnational concerns that exploit
whatever weakness they can find or, with their growing sums of money, create. The law
enforcement assault on these organizations must be region-wide and closely coordinated.

The USG needs to dedicate more funds to fight this growing regional problem.
Future programs will continue to concentrate on Nigeria and southern Africa, but will
also aid other governments and regional organizations, so that African organized crime
will be reduced, and eventually eliminated, not just displaced to other countries in the
region.

Under this new initiative for FY 2001, training will remain paramount in the Africa
program. Customs training, police science training, specialized training for
counternarcotics units, demand reduction programs, technical assistance and public
education campaigns will account for the majority of Africa regional funding. Material
assistance will also increase, with communications equipment, vehicles, computer
databases and other equipment being provided to police organizations that work closely
with U.S. law enforcement on transnational crime problems that affect the U.S.
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MIGRATION AND REFUGEE ASSISTANCE

AND
EMERGENCY REFUGEE AND MIGRATION ASSISTANCE FUND
OVERVIEW
($ in thousands)
Account FY 1999 Enacted FY 2000 Estimate  FY 2001 Request
MRA 639,970 622,625 658,212
MRA Supplemental' 266,000 - --
ERMA 30,000 12,452 20,000
ERMA Supplemental 165,000 -- --
Total 1,100,970 635,077 678,212

National Interests:

Humanitarian Response is a national interest as well as a strategic goal in the United
States International Affairs Strategic Plan (IASP). Among the Department’s principal
funding components for achieving several elements of this goal are the Migration and
Refugee Assistance (MRA) appropriation, together with the U.S. Emergency Refugee
and Migration Assistance (ERMA) Fund for unexpected, urgent refugee and migration
needs. Either directly or through contributions to international organizations such as the
UN High Commissioner for Refugees (UNHCR), the International Organization for
Migration (IOM), UN Relief and Works Agency for Palestine Refugees in the Near East
(UNRWA), and the International Committee of the Red Cross (ICRC), these funds
support programs for the protection of refugees and conflict victims, the provision of
basic needs to sustain their life and health, and the resolution of refugee problems
through voluntary repatriation, local integration, or permanent resettlement in a third
country (including the United States), as well as efforts to manage international migration
flows humanely and effectively. The total FY 2001 request of $678,212,000 for refugee
and migration assistance funding consists of $658,212,000 for the MRA appropriation,
and $20,000,000 for the ERMA Fund.

Programs funded by these appropriations also contribute to foreign policy goals
pertaining to national security, including preventing and solving crises, promoting
cooperation, and international peacekeeping (when done in the context of humanitarian
emergencies), as well as to goals contained under global issues, including the protection
of health and the environment. For FY 2001, the following areas have been identified as
specific goals for MRA funding:

! The Kosovo Emergency Supplemental (P.L. 106-31) was appropriated during FY 1999 and was made
available for obligation until September 30, 2000. Of this amount, $1,500,000 was transferred to USIA,
$97,902,638 was obligated in FY1999, and $166,597,362 is available for obligation until

September 30, 2000.
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Protection - Promote equal access to effective protection and first asylum to refugees
and conflict victims.

Response Capacity and Standards of Care - Maintain viable and efficient international
humanitarian response mechanisms to respond to the needs of refugees and victims of
conflict at internationally accepted minimum standards.

Voluntary Repatriation and Reintegration - Support voluntary repatriation of refugees
and provide a catalyst for their sustainable reintegration in the country of origin.
International Migration - Support efforts to manage international migration flows
humanely and effectively.

Resettlement - Provide resettlement opportunities to refugees and encourage other
countries to do so.

Objectives and Justification:

The MRA appropriation supports programs that uphold the humanitarian principles
the United States shares with others in the international community by providing
assistance to victims of persecution and civil strife. Either directly or through
contributions to international organizations such as UNHCR, IOM, UNRWA, and the
ICRC, these funds support programs for the protection of refugees and conflict victims,
the provision of basic needs to sustain their life and health, and the resolution of refugee
problems through voluntary repatriation, local integration, or permanent resettlement in a
third country (including the United States), as well as efforts to manage international
migration flows humanely and effectively.

The MRA is an annual appropriation used to fund: (1) overseas assistance activities,
which support the first four goals outlined above; (2) the admission of refugees to the
United States, supporting the resettlement goal; (3) a grant to support the resettlement of
humanitarian migrants in Israel, supporting the international migration goal; and (4) the
majority of administrative expenses of the Bureau of Population, Refugees, and
Migration (PRM). The ERMA Fund is a no-year appropriation, drawn upon by the
President to "meet unexpected urgent refugee and migration needs" when it is determined
to be "important to the national interest" to do so.

Overseas Assistance - This request will support the continuing assistance requirements

for populations of concern, and will focus on the following priorities:

* Assuring that basic international life-sustaining standards of care and protection are
provided across geographic regions, particularly in Africa;

* Working with other governments, international organizations, and NGOs to enhance
international protection for vulnerable groups and address the physical security of
refugees, conflict victims, and humanitarian workers;

* Enhancing basic education opportunities for refugees worldwide, especially for
women and girls;

* Addressing important psycho-social needs of recovering communities;
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e Increasing migration policy activities that promote support for basic human rights of
migrants, and warn them of risks associated with irregular migration;
e Expanding our consultation and coordination with other donors and the international
organizations to ensure that the collective international effort meets critical
humanitarian needs in the most efficient manner possible.

Refugee Admissions - This request will support a minimum of 76,000 admissions of
refugees to the United States; if cost savings are achieved, 80,000 admissions could be
supported. The President, following the FY 2001 Congressional consultation process,
will determine the final number and regional allocations. Refugee admissions are
supported through PRM funding of.

e Private U.S. voluntary agencies that conduct refugee processing and cultural
orientation overseas, as well as provide initial reception and placement services in the
United States.

e The International Organization for Migration (IOM), which provides transportation,
processing, medical screening services, and cultural orientation for refugees coming
to the United States.

Refugees to Israel - This request will provide a grant to the United Israel Appeal in
support of humanitarian migrants in Israel from the Former Soviet Union and other
countries of distress.

Administrative Expenses - This request finances the administrative expenses of a staff
of 110 permanent positions in the Bureau of Population, Refugees, and Migration.
(Costs related to a staff of six permanent positions dedicated to international population
activities are included in the Department of State’s Diplomatic and Consular Programs
budget request.)
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FY 2001 BUDGET REQUEST

MIGRATION AND REFUGEE ASSISTANCE
TOTAL: $658,212,000

Refugee
Admissions Refugees to Israel Administrative
19% 9%

Expenses
e 2%

Overseas
Assistance
70%

OF WHICH, OVERSEAS ASSISTANCE
TOTALS: $457,360,000

Western
Hemisphere
2%
Africa _ East Asia
21% 2%
Near East/North

Africa 16%

Multiregional Europe South Asia
Activities 10% 13% 4%
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‘MIGRATION AND REFUGEE ASSISTANCE

OVERSEAS ASSISTANCE
($ in thousands)

Account FY 1999 Enacted  FY 2000 Estimate  FY 2001 Request
MRA 454,640 455,925 457,360
MRA Supplemental 225,500 - -
Total 680,140 455,925 457,360

The FY 2001 overseas assistance request is $457,360,000, an increase of $1,435,000
from the FY 2000 estimate. However, $126,197,362 from the Emergency Supplemental
Appropriation' will still be available in FY 2000 for overseas assistance in Europe;
therefore, the FY 2001 request for Europe is a decrease of $94,780,362 million from the
amount available in FY 2000 for overseas assistance in Europe. While there are
continuing assistance requirements for refugees and other populations of concern, this
decrease reflects the assumption of reduced demands for refugee assistance in
Southeastern Europe in FY 2001.

The primary purposes of overseas assistance funding are to meet international .
protection and short-term, life-sustaining needs of refugees and conflict victims, and to
support durable solutions, notably voluntary repatriation. Many nations hosting large
groups of refugees and victims of conflict are among the world's least developed. The
refugees’ presence often strains limited resources and may result in serious problems that
affect U.S. foreign policy interests.

A continuing element of the assistance effort will be support for lasting solutions to
refugee problems. The FY 2001 request will be used to respond to programs as they
evolve from care and maintenance in first asylum countries to self-sufficiency or -
repatriation. Funds also may be used to assist in the initial reintegration of refugees who
have repatriated. U.S. support for repatriations will be provided from MRA funds to the
extent possible, once basic care and maintenance requirements for existing refugee
populations have been met.

U.S. international migration policy aims to promote sound migration management,
which balances governmental respect for the human rights of migrants with governmental
responsibility to maintain the security of its territory. MRA funds will support activities
to promote international understanding of migration with a special emphasis on
protection for those in need of it.

U.S. refugee policy is based on the premise that the care of refugees and other
conflict victims, and the pursuit of permanent solutions for refugee crises, are shared

! The Kosovo Emergency Supplemental (P.L. 106-31) was appropriated during FY 1999 and was made
available for obligation until September 30, 2000.

89




Department of State

international responsibilities. Accordingly, most overseas assistance funds will be
contributed to programs administered by international organizations. Although the
United States is just one of many donors, in most cases the U.S. Government is the
largest individual donor.

The primary recipients of U.S. contributions are listed below and their major
activities are discussed in the regional presentations that follow. U.S. support may be
provided to other organizations as required to meet specific program needs and
objectives. In general, funds for overseas assistance will be used to respond to the 2001
calendar year budget appeals issued by international organizations.

The Office of the United Nations High Commissioner for Refugees (UNHCR), which
has a worldwide mandate to assist host governments to protect and care for refugees as
well as to promote lasting solutions to refugee situations. Active promotion of voluntary
repatriation where conditions in the country of origin are suitable is also key to both
finding refugee solutions and maintaining the willingness of governments to offer first
asylum. In 2001, it is anticipated that UNHCR will continue its progress in orienting
protection and assistance activities toward refugee women and children, who comprise
about 80 percent of most refugee populations.

The International Committee of the Red Cross (ICRC) is an independent,
internationally funded, humanitarian institution mandated under the terms of the Geneva
Conventions. The United States is party to the Geneva Conventions, under which ICRC
is called upon to provide assistance and protection to prisoners of war and political
detainees, assist and protect civilian victims of armed conflict, provide needed medical
assistance to conflict victims, trace missing persons and separated family members, and
disseminate information on the principles of humanitarian law.

The United Nations Relief and Works Agency for Palestine Refugees in the Near
East (UNRWA) has a continuing mandate from the United Nations to provide
educational, medical, relief, and social assistance to the approximately 3.6 million

registered Palestinian refugees located in Jordan, Syria, Lebanon, Gaza, and the West
Bank.

The International Organization for Migration (IOM) works with governments, other
international organizations, and voluntary agencies to provide for the orderly migration of
persons in need of international migration services. IOM provides operational services
for humanitarian migration and technical assistance t