w’:‘»_, n e v Y BV < PRI Lk S S T 20 X e X BTy rr
b Y gy AP e i ' 20 3 2 oy B Fepat
x BT

ST Tt A

o)
JRg

i
e
L,

g

2

T
St

©eban
bk

55

1

%

,?"h', RN
Bt ey
QETATAES

!"? 3

ot

4

IR

e hsley

R T DR
' S e AT




(84

Strategies for
Sustainable

Development

e

U.S. Acency SN
FOR INTERNATIONAL

DEVELOPMENT

March 1994

et S R e R L T

R I RPN —— ————

Yoo o N R . N ) L “




<

STRATEGIES FOR SUSTAINABLE DEVELOPMENT

v

* PROTECTING THE ENVIRONMENT

TABLE OF CONTENTS:

USAID'S STRATEGY FOR SUSTAINABLE DEVELOPMENT:

AN OV E RV I EW oottt e e e e et e e e anean vt 1

.........................................................

.................................................................

Bulwmc‘ DEMOCRACY ..

STABILIZING WORLD POPULATION GROWTH

v

AND PROTECTING HUMAN HEALTH......... e e et et rarae e, 23

ENCOURAGING BROAD-BASED

ECONOMIC GROWTH ottt ittt e et e e ieraeenenairenns e 29

PROVIDING HUMANITARIAN ASSISTANCE
35

...........................................

AND AIDING PosT-CRIisiS TRANSITIONS




ty,

STRATEGIES FOR SUSTAINABLE DEVELOPMENT

Foreword

Rarely has history witessed a dme of such pro-
found change in the lives of natons and peoples.
A social, political, and economic metamorphosis is
now under way throughout the wotld, and the
United States has a unique opportunity to help
shape the outcome. To help meet this challenge,
the United States Agency for Internatonal
Development has redefined its mission and charted
a plan to achieve it.

The papers in this documnent present an integrated
approach, define long-term objectives, specify
their relevance to American interests, describe the
ways in which those objectives will be pursued,
and identify mechanisms to implement the plan
and the standards to measure success. The United
States and the people of the developing world

have much at stake, and the challenges of develop-
ment demand programs and methods that produce

results,

Our work in the post-Cold War era will be guid-
ed by these papers. USAID is now drafting
guidelines to implement each of the strategies in
the field. We believe that the programs and pro-
jects that result will support development that is
truly sustainable and will produce sxgmﬁcant mea-
surable results.

These papers are the product of a great deal of
work and wide consultations. We have conferred
at length with Members of Congress and congres-
sional staff, representatves of other US.
Government agencies, members of the develop-
ment comrunity, and USAID’s own development

~ experts both here and abroad. This consultation

process was another example of USAID'’s more
open approach to its mission. 1 express my heart-
felt thanks to all who participated.

As the Overview states: “Serious problems of

~ development will yield to effective strategies”” We

remain convinced of the fundamental truth of this.
We have entered an era fraught with difficulty and
promise, and we hope these strategies will help the
United States and the development community
make the most of the opportunities before us.

Adrmmstrator
US. Agency for

International Development
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USAID's Strategy for Sustainable Deve/opment'

An Overview

THE CHALLENGE

- The United States Agency for International
Development was created in 1961 with two pur-
poses in mind: to respond to the threat of com-
munism and to help poorer nations develop and
progress. Both were legitimate strategic roles for
the Agency; both were grounded in the belief that
it was possible to defend our national interests
while promoting our national values.

In these capacities, USAID helped the United
States achieve critical objectives. It advanced a '
foreign policy that embodied a commitment to
Jjustice and liberty, a desire to bring the benefits of
democracy to people throughout the world, a-
willingness to be a helpful neighbor, a humanitari-
an response to people in need, and a determina-
tion to lead. Over three decades, USAID
achieved considerable success fulﬁlhng these
strategic mandates.

With the end of the Cold War, the international
community can now view the challenge of
development directly, free from the demands of
superpower competition. The international
community in general and the United States in
particular have an historic opportunity: to serve
our long-term nadonal interésts by applying our
ideals, our sense of decency, and our humanitarian
impulse to the repair of the world.

It is not wishful thinking to believe that we can
constructively address the pollution of the seas and
the air, overburdened cites, rural poverty,

economic migraton, oppression of minorides
and women, and ethnic and religious hostilities.
On the contrary, the cost of not acting, of having
to deal with the global impact of imploding soci-
edes and failed states, will be far greater than the
cost of effective action. Investment in develop-
ment is an investment in prevention.

Serious problems of development will yield to
effective strategies: This is a lesson of the last 30
years. Many poor nations have experienced
unparalleled economic growth during this time.
Some have become predominantly middle-class
societies; others are well along in similar transfor-
mations. In many nadons, poverty has declined
significandy. Foreign assistance has accomplished
much: Vast resources and expertise have been
invested to help poor countries develop, and mil-
lions of lives have been made better as a result.

Why then is the issue of development so urgent
now? It is no exaggeration to suggest that the
challenges we face constitute potential global
threats to peace, stability, and the well-being of
Americans and people throughout the world.

The threats come from a multitude of sources:

* The contnuing poverty of a quarter of the
worlds people, leading to the hunger and mal-
nutrition of millions and their desperate search
for jobs and economic security.
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* Population growth and rapid urbanizadon that
outstrip the ability of nations to provide jobs,
education, and other services to millions of new

. citizens.

"+ The widespread inability to read, write, and

acquire the technical skills necessary to partici-
pate in modern society.

» New diseases and endemic ailments that over- -
whelm the health facilides of developing coun-
tries, disrupt societies, rob economies of their
growth potential, arid absorb scarce resources.

» Environmental damage, often arising from pop-
uladon pressures, that destroys land, sickens pop-
ulations, blocks growth, and manifests itself on a
regional and global scale.

‘e And finally, the threat comes from the absence

of democracy, from anarchy, from the persis-
tence of autocracy and oppression, from human
rights abuses, and from the failure of new and
fragile democracies to take hold and endure. -

Americans cannot insulate themselves from these

condidons.  Polluton elsewhere poisons our
atmosphere and our coastal waters and threatens -
the health of our people. Unsustainable popula-
tion growth and spreading poverty can lead to
mass migrations and social dislocations, feeding
terrorism, crime, and conflict as desperate people
with little to lose atternpt to take what they want
by force. o

These threats pose a strategic challengé to the
United States. If we do not address them now, we
shall have to pay dearly to deal with them later.

To respond in a meaningful way, the United States
must articulate a strategy for sustainable develop-
ment. It must forge a partmership with the nations
and the people it assists. It must focus on coun-

tries where its help is most needed and where it
can make the most difference. It must make the
most of limited financial resources and employ

methods that promise the greatest impact. And

~ the United States must bring all its resources to

bear — not only its money, but its expertise, its
values, its technology, and most of all, the involve-
ment of ordinary Americans.

Effecdvely delivered, development assistance pro-
vides a powerful means to address, ameliorate, and
even eliminate the problems of rapid population
growth, environmental degradation, endemic
poverty, debilitating hunger, mass migradon, and
anarchy. We cannot “develop” nations, but we
can help them unleash their productive potential
and deal effectively with the challenges of develop-
ment. As President Clinton has affirmed, foreign

~ assistance is a central component of effective for-

eign policy. Development cooperation is not just

a tactic, but an integral part of our vision of how a
community of nations, some rich and some poor,

should function. . ‘

Because development assistance is designed to help
other nations deal with the problems of national
life peacefully and productively, our work is both
altruistic and self-interested. Successful develop-
ment creates new markets for our exports and
promotes economic growth in thé United States.
America’s poor increasingly benefit from develop-
ment methods pioneered abroad, such as microen- .
terprise and childhood nutrition intervendons.

. Moreover, foreign assistance facilitates international

cooperation on issues of global concern.

USAID lacks the resources to implement all the
programs outlined in these papers, and budgetary
pressures are forcing our naton to make hard
choices among worthy investments. Yet we
believe that those choices cannot be made unless
the full extent of the threat is understood. These
papers are both battle plans and advocacy docu-
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ments. They articulate a strategic vision that will
guide our work. They also are designed to focus
attention within the Executive Branch, in
Congress, among the American people, and with-
in the donor community on the crucial role that
promoting sustainable development must play in
our foreign policy.

The current situation demands nothing less. It is
unrealistic to expect that international conflict,
oppression, and disorder can be eradicated. But it
is not unrealistic to try to address those problems

by providing nations, communities, and individuals-
with opportunities for development. The ultimate
dividend should be nothing less than a more
peaceful, more prosperous world.

OPERATIONAL APPROACHES

USAID recognizes that its success will be deter-
mined by the way it approaches its development
mission and responds to urgent humanitarian
needs. To meet the challenges of the post-Cold
War world, USAID will employ certain opera-
tional methods in all its endeavors: support for sus-
tainable and participatory development; an
emphasis on parterships; and the use of integrat-
ed approaches to promoting development.

Sustainable devilopment is characterized by
economic and social growth that does not exhaust
the resources of a host country; that respects and
safeguards the economic, cultural, and natural
environment; that creates many incomes and
chains of enterprites; that is nurtured by an
enabling policy environment; and that builds
indigenous institutions that involve and empower
the citizenry. Development is “sustainable” when
it permanently enhances the capacity of a society
to improve its quality of life. Sustainable develop-
ment enlarges the range of freedomn and opportu-
nity, not only day to day but generation to

~ generation. e
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When sustainable development is the goal, the
focus moves from projects to the web of human
relations changed by those projects. Sustainable
development requires investments in human capital
— in the education, health, food securnty, and
well-being of the population. Sustainable devel-
opment sparks changes within society, from the
distribution of power to the disseminaton of tech-
nology. It continually challenges the status quo.

Sustainable development mandates participation.
It must be based on the aspirations and experience
of ordinary people, their notion of what problems
should be addressed, and their consultations with
government, development agencies, and among
themselves. It must involve, respond to, and be
accountable to the people who will live with the
results of the development effort. It must help
them build institutions of free discourse and inclu-
sive decision-making.

Thus, the fundamental thrust of USAID’ pro-
grams, whether in democracy building, environ-
ment, economic growth, or population and
health, will aim at building indigenous capacity,
enhancing participation, and encouraging
accountability, transparency, decentralization, and
the empowerment of communities and individu-
als. Our projects will involve and strengthen the
elements of a self-sustaining, civic society: indige-

- nous non-governmental organizations (NGOs),

including private voluntary organizations (PVOs),

" productive associations, educational institutions,

community groups, and local political insticutions.
This approach will make empowerment an inte-

gral part of the development pnocess and not just
an end result.

Partnerships begin with collaboration between

. donors and host nations. Donors must recognize

that development, in every sense, depends on the
developing country iself. Donors assist. They
can help, facilitate, even accelerate, but the major
task must be carried out by the host nation, not
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. the donor. Sustainable development is built upon
a sense of ownership and participation. It is not
e “somcthmg that donors do for developing coun-
R ﬁs; it is something that donors help the people
f dcvclopmg counties do for themselves. :

Thc notion of parmership imposes certain respon-
ibilities on host governments. In determining
where it will invest its resources, USAID will con-
- sider whether the host government permits devel-
~ opment agencies and NGOs full access to the
people; whether it invests its own resources in
development; whether it encourages development
through an enabling environment that comprises
.sound policies and responsive institutions; and
whether it fosters local empowerment, particularly
of women and members of minorities, as part of
~the development process.

An increasing portion of development work is
being carried out by NGO, including U.S.~based
PVO:s, indigenous NGO, institutons of higher
learning, and professional and academic groups.

- These organizations possess unique skills and con-
tacts; they are USAID’ natural partners in devel-
opment and their work is reinforced by the private
sector. Improved coordination with these agencies
will permit USAID to do the things it does best
and concentrate the skills of its employees where
they are most needed. . -

USAID recognizes that the effectiveness of these
organizations depends in large measure on their
institutional autonomy. - USAID cannot and
should not micromanage these organizations.
However, to ensure thit programs achieve their
objectives, USAID will insist upon a critical evalu-
aton of project design, implementation capabili-
tes, and past field performance. It will maintain
oversight and communicate mgularly once projects
have commenced.

Donors must reinforce each other and coordinate
at every stage of the development process.

USAID can improve its own effectiveness by
cooperating with other donors in a multitude of
ways, including; joint assessment of development
problems and the threats they represent; coopera-
tive planning and division of responsibiliry; alloca-
tion of resources to reinforce other development .
efforts; pooling of financial resources where possi-

ble and appropriate; sharing of technical resources
- and expertise; rapid transfer of information about

methods and results; and collaboraton and com-
munication in the field and collectively with host
governments.

Parmership also includes leveraging. In its nat-
rowest sense, leveraging involves the pursuit of
matching funds. Much of our leveraging work
will continue to be done in coordination with
multilateral development banks (MDBs). USAID
also will encourage other donors to contribute to
worthy projects and to become involved in areas’
that deserve support but where we lack funds to
operate. The Agency will also encourage the
active participation of private enterprise. A strate-
gy for development should seek to increase the
number and kind of participants in the develop-
ment process, and efforts to this end are a legia-
mate part of USAID’S mission.

Finally, USAID will use integrated approaches
and methods. ‘

Integration begins with policy. USAID conducts
its programs under the direction and guidance of
the Secretary of State and attaches the highest pri-
ority to coordinating its work with the needs and
objectives of the Department of State and the US.

- Ambassador and the country team, wherever its

missions operate.

The fundamental building block of USAID' pro-
grams will be integrated country strategies. These
strategies will take into account the totality of
development problems confronting the society.
They will be developed in close cooperation with
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host governmerts, local communities, and other
donors and will consider how sodial, economic,
political, and cultural factors combine to impede
development. They will seek to identify root
causes and the remedies that can address them.

We intend to minirnize so-called “stovepipe”’ pro-

jects and programs that operate without regard for
other development efforts or larger objectives.

USAID will pay special attention to the role of
women. In much of the world, women and girls
are disproportionately poor, ill, and exploited. Of
necessity, the development process must focus on
their social, political, and economic empower-
ment, We will integrate the needs and participa-
ton of women into development programs and
into the societal changes those programs are
designed to achieve. ‘Women represent an er.or-
mous source of untapped talent, especially in
developing nations. The success of women — as
workers, food producers, health providers and
teachers of their children, as managers of natural
resources, and as participants in a democratic soci-
ety — is essental to successful development. A
development process that fails to involve half of
society is inherently unsustainable.

Development assistance must address the specific
needs of women in developing nations: health,
housing, education, equal access to productive
resources and employment, participation in soci-
ety, and empowerment. In their design and

_ implementation, programs must take gender issues -

into account and pay particular attention to the
needs of women in poverty. The uldmate success
of our work will be determined by the impact it
has upon the lives of the women and men it is
designed to assist.

AReEAs OF CONCENTRATION

The United States must commit iself to act, rmust

act in concert with other donors, must act where

L s NS B B S N

it can have maximum effect, and must draw on

its strengths. These strengths determine where
USAID will concentrate its resources.

USAID’s programs will be undertaken in three
types of countries:

+ Countries where USAID will provide an inte-
grated package of assistance — these will be
termed sustainable development countries.

Assistance to these countries will be based on an’

integrated country strategy that includes clearly
defined program objectives and performance
. targets.

» Countries that have recently expcn'encéd a

..........................................................

national crisis, a significant political transition, or -

a natural disaster, where timely assistance is
needed to reinforce institutions and natonal

~ order. These are classified as transidonal
courntries. ‘

* Countries where USAID's presence is limited,
but where aid to non-governmental sectors may
facilitate the emergence of a civic society, help
alleviate repression, meet basic humanitarian
needs, enhance food security, or influence a
problem with regional or global implications.
In such countries, USAID may operate from a
central or regional base, may focus on policy
and institutional changes in the public se¢tor, or
may support the work of U.S. or indigenous
NGOs or institutions of higher education.

‘A Within these nations,' USAID will support pro-

grams in four areas that are fundamental to sus-
tainable development: Population and Health,
Broad-Based Economic Growth, Environment,
and Democracy. Progress in any of these areas is
beneficial to the others. This,is especially ue
with rapid and unsustainable population growth,
which consumes economic gains, deepens envi-
ronmental destruction, and spreads poverty.
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Problems of the environment, population, health,
economic growth, and democracy ako have a
transnational impact. They require approaches
that consider the global impact and that are not
confined to individual states. Investments in these
areas thus must be seert as primary prevention of
the crises, deep-seated poverty, and despair that
fuel civil unrest and international turmoil.

The United States in general and USAID in

particular have extensive skills in each.of these key |

areas. Moreover, USAID’ partners in develop-

. ment — American PVOs, universities, and train-
ing organizations, and the American private sector
— are particularly experienced in these areas.

Finally, solutions to these problems will help create
self-sustaining, civic societies. Such solutions are
characterized by local empowerment, the involve-
ment of the recipients of aid in their own develop-
ment, decentralization of decision-making, and
the establishment of institcutions of consensus-
building and conflict resolution. They mandate the
creation and involvement of indigenous NGOs —
intermediary organizations that enhance popular -
participation, that deepen the benefits to society,
and whose very existence can promote peaceful
change. Such solutions are the essence of sustain-

. able development.

USAID will continue to carry out its other
traditional mandate: providing emergency humani-
tarian assistance and disaster relief with dollars,
technical expertse, and food assistance. Emergency
_ humanitarian assistance and disaster aid are integral
to the process of promoting sustainable develop-
ment. Emergency humanitarian assistance relieves
suffering and stabilizes nations that have expen-
enced natural disaster or famine. Typical humani-
tarian crises such as famine, civil conflict, and the
inability to respond to natural disaster increasingly
owe directly to failures of development. Emergency
humanitarian assistance is a necessary, stop-gap

......

response that helps nations recover to the point

% where they can address the larger issues of develop-

ment. :

* As part of its humanitarian assistance and disaster

relief funcdon, USAID will acquire the capability
to respond rapidly to the needs of counaies in
crisis. This is particularly critical to USAID’
long-term development mission. A gap in devel-
opment assistance currently exists: Emergency
relief helps nations that have suffered acute crisis or
natural disaster; programs of sustainable develop-
ment address the long-term needs of developing
societies. But nations that are trying to emerge
from crisis or make a transition from authoritarian-~
1sm to democracy often have urgent, short-term
political requirements that are not addressed by
either traditional relief programs or programs of

sustainable development.

USAID can help mitigate these problems in two
ways: ;-

First, by helping countries reestablish a degree of
food self-reliance through the distribution of such
things as tools, seeds, and other agricultural sup-
ples essental to begin planting and to reinvigorate.
the agricultural sector.

Second, by helping to reinforce and rebuild inst-~
tutions. The transition from disaster or civil -
contflict is itself a crisis. From the political point of
view, it is best to address such crises early, before
famnine and social disorder perpetuate and the
momenturn of civil conflict becomes irresistible,
and before the cost of reconstruction grows geo-
metrically. From the developmental point of view,
it 15 best to arrest conflict and burress institutons
before the social structure collapses and takes with
it the coherent pieces of an economy and a civic
society that could grow and modernize.
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MEASURING REsuLTS

The success of foreign asistance is deterrmined by
- its impact upon developing nations. [nputs are
meaningless without reference to effects.

With this in mind, USAID will measure its results
by asking how projects and programs achieve
discrete, agreed objectives. This is a demanding
approach that forces everyone involved in the
foreign assistance process to focus on how projects
actually affect the way people live and to distin-
guish self-sustaining accomplishmeénts from-
ephemeral ones.

This approach also forces people within USAID
to work as a team in designing, implementing,
and evaluating projects.and programs. It obligates

them to cooperate with contractors and grantees; -

with NGOs, universities, and colleges; with the -
private sector; with other donors; with multilateral
institutions; with host governmens; with local
authorities; and most important of all, with the
citizens of developing countries, the intended
beneficiaries of these programs.

While po program can touch every aspect of life
within a-society, individual programs in each of
USAIDS areas of concentration need to be struc-
tured and implemented to produce affirmative
answers to these kinds of questions:

Is the program consistent with the interests and
values of the American peqple? ‘

Does the program or project produce measurable,
positive effects? Does it lower population growth
rates, create jobs and incomes, augment food
security, enhance public health, improve air and
water purity, slow the loss of soil and soil feralicy,
arrest the loss of biodiversity, create indigenous
democratc instituons?

Does it'address the actual needs of the local

- people as they thernselves define them? Does it

consult local people to identify related problems
and opportunities?

Does the program build indigenous capacities and
permanenty enhance the capacity of the society
to improve the quality of life?

Does the program involve and empower the peo-
ple who are supposed to benefit from i? Do they
participate in planming, allocaton of resources,
selection of methods, management, oversight, and
assessment of accomplishments? Does the pro-
gram help create the insdtutions of a civic society?
By its design and operation, does the program
help establish and strengthen indigenous NGOs?

Does the program avoid duplication and incorpo-
rate lessons learned by the development commu-

nity? Are the specific ways in which the program
affects global and transnational problems shared
locally, nationally, and regionally? -

Does the program create economic opportunities
for different groups in society? Does it generate
economic opportunides for American business?
Are USAID mechanisms used to identify and dis-

~ serninate these opportunities to the agencies,
* companies, and individuals in the country, in the

region, and in the United States who might bene-
fit from themn? .

By applving standards such as these, USAID can
ensure that its development programs help the
United States respond to the strategic threat of
failed development. These standards will shape
USAID’s approach to each of the areas of strategic
concern, as is evident in the five accompanying
papers. The value of these standards will be evi-
dent in the atdtudes they affect within the Agency
and the development community, in the develop-
ment effort that ensues, and in the global
improvement in the quality of life.
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Protecting the Environment:
USAID's Strategy

THE CHALLENGE

Environmental problems increasingly threaten the
economic and polidcal interests of the United
States and the world at large. Both industrialized
and developing nations contribute to the threat.

Hurnan acdvides are disrupting the Earth’s global
life support systems — the atmosphere and the
planet’s wealth of biological resources. Atmospheric
concentrations of greenhouse gases continue to
rise, with potentially catastrophic consequences for
the global climate. The loss of untold numbers of
plant and animal species and their habitats impover-
ishes the natural world for future generadons and
eliminates raw materials for advances in medicine,
agriculture, and other fields. '

At the local level, environmental degradation poses
a growing threat to the physical health and eco-
nomic and social well-being of people throughout
- the world. Explosive and poorly managed urban-
izadon has contributed significantly to air, water,
and soil polluton worldwide. The erosion and
degradation of soils, loss of fertility, deforestation,
and desertification beset rural communities and
undermine food production, catise malnutrition,
and impel migration. Water shortages cause con-
flicts among industrial, agricultural, and household
users within countries and among natons.

The impact on developing nations can be mea-
sured in graphic human and economic terms.

Widespread soil degradation is reducing the capaci-
ty of many countries, particularly in the tropics, to
achieve food security. In Eastern Europe and the
former Soviet Union, air-borne pollutants are the
likely cause of high levels of morbidity and respira-
tory illnesses. Water pollution alone accounts for
some 2 million preventable deaths and millions of
illnesses each year. Environmental degradation can
reduce national incomes by 5 percent or more.

America’s own well-being is directly threatened by
environmental degradation around the world. We
cannot escape the effects of global climate change,
biodiversity loss, and unsustainable resource deple-
tion. The consequences of local environmental
mismanagement — increasing poverty, social insta-
bility, wars over resources — endanger our political
and economic interests. The quality of life for
future generations of Americans will in no small -
measure be determined by the success or failure of
our common stewardship of the planet’s resources.

The §copc of the problem is clear:
Environmental problems are caused by the

way people use resources. Workable solutons
must focus on how humans and their economic

interests interact with the natural environment and

its resources. They must address how people per-
ceive the environment and how they utilize it; how
they judge the costs of using resources; and how
political, industrial, and agricultural processes either
damage or protect the environment.
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PROTECTING THE ENVIRONMENT:

USAID'S STRATEGY '

Environmental damage often is driven by
poverty and food insecurity. These two factors
deprive people of the possibility of making rational
choices about how to use resources. They force
individuals and communities to choose short-term
exploitation over long-term management.

Environmental problems reflect the imper-
fections of private markets. Adam Smith’s
“invisible hand” is not always a “green” hand.
Government policies often distort markets and
encourage excessive exploitation of natural
resources. Public interventions to correct market
failures and eliminate rnarket distortions often are
necessary to protect the environment. Effective

~ public instirutions that create and monitor an envi-
ronment favorable to sustainable resource use are
critical. This, in turn, requires active public partic-
ipadon in the seting of standards, monitoring, and

enforcement. Market-based approaches should be -

pursued wherever possible and appropriate; since
solutions uldmately must make economic sense,
regulatory institutions, the policy environment,
and incendves must help define what is economi-
cally ratonal and what is not.

Environmental problems have systemic
effects. The impact of most environmental
problems is ultimately regional or global, so the
solutons must transcend borders. Intervendons
produce the best results when they simultaneously
address the problem locally, nationally, regionally,
and globally.

Environmental darnage often is 1rreversxble
Thus, the need for action is urgent. Early
interventon is critical to preventng the extncton
of a species or limiting the impact of pollution on

public health. Debates over ways to save biodiver- -

sity after the tropical forest is gone or how to clean
up a river after children have been huirt are moot.
Worse, the failure to act makes it more difficult to
respond effectively to future environmental '
problems. :

10

At the 1992 United Nations Confefence on
Environment and Development (UNCED), both

- rich and poor nations agreed that economic

~ growth and environmental stewardship must both

be pursued to avoid a catastrophic overload of the
Earth’s carrying capacity in the next century.
Economic growth cannot be sustained if the nat-
ural resources that fuel that growth are irresponsi-
bly depleted. Conversely, protection of the
environment and careful stewardship of natural
resources will not be possible where poverty is
pervasive. This is the conundrum and the oppor-
tunity of sustainable development.

STRATEGIC GOALS AND
AREAS OF CONCENTRATION

USAID will pursue two strategic goals:

*» Reducing long-term threats to the global envi-
ronment, particularly loss of biodiversity and

climate change.

* Promoting sustainable economic growth locally,
nationally, and regionally by addressing environ-
mental, economic, and developmental practices

~ that impede development and are unsustainable.

USAID will concentrate on the following kinds of

problems:

Globally, it will focus on the growing sources and
diminishing sinks of greenhouse gas ernissions and
on impoverishment of the planet’s biological diver-
sity at the genetic, species, and ecosystem levels,

Locally, it will focus on the abiding impairment

“of human health due to air, water, and soil conta-

mination from industrial, agricultural, and house-
hold activity; unsustainable exploitation of forests,
wetlands, coastal zones, coral reefs, and other
ecosysterns that provide vital ecological services;
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degradation arid depletion of water resources:
unsustainable agricultural practices; inefficient and
environmentally unsound energy production and
use; inadequate management of household and
municipal wastes in growing urban areas; regulato-
ry, statutory, enforcement, and policy issues; and
social and economic patterns, including the lack of
local participation and empowerment, that con-
tribute to' the aforementioned problems or impede
solutions.

OPERATIONAL APPROACHES

USAID will pursue an integrated approach to
environmental issues as outlined in Agenda 21 of
the UNCED (Earth Summit) guidelines for eco-
logically sustainable development.  The causes of
environmental degradation often are the result of
underlying pressures of poverty and rapid popula-
tion gmwth Programs in every sphere of develop-
ment — environment, econormic growth,
population and health, democracy — miust be
designed with conscious regard for their impact on
the natural environment and their potential for
improving énvironmental s!;ewardsh.zp k)cally,
nationally, regionally, and globally. "’

USAJD will strengthen its institutdonal capacity to
ensure that all Agency-supported efforts, whether
projects or programi-rélated investments, are envi-
ronmentally sound. Where necessary, it will
require rhitigating measures or project redesign.

Sdlutions begm at the local level, even for environ-

‘mental problems with global implicagons. Lack of

education, antigizated and inappropriate technolo-
gies, the local regulatory environment, economic
policy distortions, and the absence of economic
and social incentives to protect the environment all
contribute to.the contdnuation of damaging prac-

‘tices, USAID’ environmental assistance programs

thus must empower individuals and communities

to act; they also must facilitate collaboraton among
government agencies, the private sector, and local
groups. Such empowerment efforts must specifi-
cally reach out to include women and members of
minority groups. Experience has shown, for exam-
ple, that improving education for girls may be one
of the most effective, long-term environrmental
policies in Africa and other parts of the developing
world.

USAID will promote the involvement of citizens
in identifying problem areas, suggesting and
designing solutions, overseeing implementation,
and evaluating results. USAID will actively support

-environmental initiadves by local governments,

communities, and non-governmental organizations
(NGO:s) to help articulate local concerns and
involve individuals and communites in decisions
that affect the local and global environments.

Close coordination and communication with

the host government are essental to all develop-
ment work; they are especially critical here.
Environmental projects invariably involve diverse
political actors, economic forces, and social groups.
USAID will work to creaté and strengthen consul-
tative, management, review, regulatory, and moni-
toring capacities at the regional, national, and local
levels, in order to avoid misunderstandings and
build consensus about plans and action.

To sustain the environmental impact of its work,
USAID will encourage the development of an

* institudonal and policy capacity within recipient

countries. This improved capacity will help facili-
tate the flow of information, encourage consulta-
tions in-country, support economically efficient
and environmentally sound policies, and promote
the development, transfer, and adoption of tech-
nologies that enhance environmentally sound
growth. Since many environmental problems (and
solutions) are regional in nature, USAID will
encourage regional approaches, including ongoing

11

o, AL e i i PR O IR LS
L A e

STYE TR Se- S U RIP A IL a0 L9 3¢
R D g4 'ﬁ':'}r.,.:j:
TSI S T



http:participati.on

PROTECTING THE ENVIRONMENT: USAID's STRATEGY

coordination, establishment of priorities, allocadon
of responsibilites, exchange of techniques, and
sharing of technical resources.

USAID will coordinate its efforts with other
members of the donor community. It will pursue
partnerships with the U.S. and internationai envi-
ronmental community of universities, private
voluntary organizations (PVOs), professional and
acadernic groups, scientific organizations, and the
private sector to identify priority areas and appro-
priate methods, share responsibilities and technical
resources, reinforce the efforts of other donors,
and avoid duplication. Agency field missions will
work to strengthen local markets for U.S. environ-
mental technology services and equipment
through capacity building, local environmental
management, training, and d.lsscnunauon of
mformanon

PROGRAMS AND METHODS

USAID will focus on programs that address these |
issues and use these methods:

Global Issues: In the area of climate change,
USAID will identify key developing and former
Soviet bloc countries that are, or will become,
significant contributors to global greenhouse gas
emissions. USAID will work with these countries
on a case-by-case basis to develop appropriate
action plans-to reduce sources and enhance sinks.
of greenhouse gas emissions, through activities
consistent with local environmental and economic
goals. As appropriate, efforts in this area will
include energy efficiency improvements; expanded
use of renewable energy technologies; limiting
deforestation, the burning of forests and agricul-
tural lands, and other carbon-emitting land-use
changes; and introduction of new agricultural
practices to reduce methane emissions.
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USAID's approach to biodiversity will focus on
promoting innovative approaches to the conserva-
tion and sustainable use of the planets biological
diversity at the genetic, species, and ecosystem
levels. “Biodiversity” refers to the variability

* among living organisms from all sources, including

terrestrial, marine, and other aquatic ecosysterns,
and among the ecological complexes of which
they are part. This includes diversity within

- species, between species, and among ecosystems.

We are only beginning to fully understand the
economic value and bxologlcal underpinnings of
biodiverse areas.

Protecting biodiversity is 2 complex and multfac-
eted challenge. It involves promoting sustainable
economic uses of biological resources, strengthen-

ing systems of parks and protected areas, and

supporting ex-situ efforts such as herbaria, gene
banks, and zoos. Geographically, USAID will
maintain a special focus on two types of areas:
those richest in biodiversity and facing the ‘greatest
threat; and those that are least disturbed and pre-
sent the greatest opportunity for long-term con-
servation. USAID also will support conservation
and sustainable use of biological resources where
this is judged to be a priority for sustainable
development at the country level.

Substantively, USAID will focus on developing
sustainable economic uses of biological resources; -
building local capacity for the management of

‘biodiverse areas, including management of parks
- and protected areas; supporting innovative, non-

governimental conservation and research programs;
encouraging the involvement of indigenous
peoples and local communities at every stage of
decision-making; and facilitating the seting of
conservation priorities that respect the rights of
indigenous peoples at the local, national, and
regional levels.
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Country Issues: USAID% approach to national
environmental problems will differ on a counwry-
by-country basis, depending on a particular coun-

_try’s environmental priorities — as determined by

the host government and local communities and
citizens — and USAID’s overall country program.

VAll country strategies will include assessments of
these elements: ‘ '

Improving agricultural, industrial, and nat-
ural resource management practices that
play a central role in environmental degra-
dation. As appropriate, USAID-supported
programs will target objectives such as:

* Conservation of soil and water through
improved tlling practices, erosion planning and
control, integrated pest management, reductions
in the use of pesticides and in fertilizer and pes-
ticide runoff, efficient design and management
of irigation systems, and protection of aquifers
and integrated water resource planning and
management.

. Reducu‘oh of industrial- and enezgy;mhtcd

environmental degradation thmugh the adop- -

ton of pollution prevention strategies and pol-.
lution control systems in industry, and through
energy efficiency programs, renewable energy

" applications, fuel switching, and installation of
environmental controls in the energy sector.

» Amelioration of rural and urban natural
resource managernent problems and land-use
problems through efforts to limit deforestadon

- and promote reforestation; support for conser-
vation and environmentally sustainable uses of
forests, coastal zones, and other important
ecosystemns; and in urban areas, improved water
resources management, land-use, sewage and
waste disposal, and transportation planning.

.................

‘Strengthening public policies and institu-

tions to protect the environment. As appro-
priate, USAID will support such activites as:

* Reform of national economic policies, develop-
ment strategies, and market mechanisms to end
unintended or misguided environmental dam-
age, promote conservation, and encourage
sustainable resource management.

+ Development of a comprehensive environmen-
tal policy framework, including laws, regula-
tions, and standards at the nadonal and local

~ levels, as appropriate.

« Promotion of procedures for measuring, assess-
ing, monitoring, and mitigating the environ-
mental impact of economic growth.

» Improved enforcement of environmental laws
and regulations through increased funding and
technical training for regulatory agencies,
enhanced public participation, and development
of non-governmental advocacy groups.

"« Creation or strengthening of competent envi-

~ ronmental institudons within government, the
private sector, the NGO community, and
acadernia.

+ Creation of environmental data bases and
natural resource inventories.

Bilateral and multilateral interventions. :
USAID also will work bilaterally and multilateral-
ly, pursuing dialogues with governments on
environmental issues, such as environmental regu-
lations, natural resource usage, and energy pricing
policies; dialogues with international agencies,
especially agencies of the United Nations and‘
international financial insttutions, on the environ-

" mental impact of lending practices in devclopingj»;
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natons; and the design and implementation of
innovative mechanisms to support environmental
work, including the establishment of trust funds
and endowments and the design and completion
of debt swaps and debt forgiveness.

Environmental research and education. As
resources permit, USAID will continue its support
for applied research on key environmental issues;

non-capital intensive elements of technology trans- -

fer, such as institutdonal cooperation, scientific
exchanges, development of hurnan resources, and.
policy development; and support for public educa-
tion on issues affecting the environment.

MEASURING RESULTS

USAID will insist on measurable results from its
programs. -It is not enough to measure project
inputs, funds spent, etc. The sole standard of
success is the impact that programs have on host

- nations, their societies, and the lives of citizens.
Detailed performance criteria for environmental
acuvities will be developed in consultation with
expert and interested outside parties. As appropri-
ate, the following types of questions will be asked

of environmental programs supported by USAID: -

In the area of climate change: Are green-
house gas emissions being reduced in countries’
that contribute most to the problem? Have these
countries identified sources and sinks. of emnissions
and implemented national acdon plans that address
key sectors, e.g., energy, forestry, agriculture?

In the area of biodiversity: Have levels of bio-
diversity in key geographical areas been conserved?
Have conservation plans and strategies been imple-
mented for these areas, including provision for
protection of parks and sensitive areas and support
for sustainable economic actvities for inhabitants
of these areas and their buffer zones? Do these
plans enjoy the support of local people, such that
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they can be maintained over time? Have national
and regional biodiversity strategies that address
underlying social and economic forces been
implemented, including both in-situ and ex-situ
approaches? Have economic policy distortions
that encourage excessive exploitadon of cridcal

habitats been reformed?

In countries where the concern is environ-
mentally harmful agricultural practices:
Have agricultural actvities in fragile lands been
reduced? Has soil management improved, as
demonstrated by better soil tlth and nutrient
content and reduced soil erosion? Has the use of
inappropriate pesticides been ended? Has pollu-
tion from chemical runoff been reduced? Have
integrated pest management techniques been dis-
seminated and adopted? Have government subsi-
dies or other policies encouraging environmentally
harmful agricultural practices been reformed? Has
an indigenous research capacity committed to the
development of environmentally sustainable agri-
cultural technology been developed? Do local
farmers, both male and female, benefit from this
research and from permanent lines of communica-
tion with international agricultural experts and
nsttutions?

In countries where the concern is environ-
mentally harmful urbanization practices:
Have urban land-use plans been developed in con-
sultadon wath affected businesses and communities
and implemented? Have local governments
adopted, implemented,-and enforced integrated
solid and liquid waste management programs?

- Are the levels of primary, secondary, and tertiary

sewage treatrnent before discharge increasing?

In countries where the concern is environ-
mentally harmful industrial and energy
practices: Have ambient levels of air and water
pollution been reduced in target airsheds and
water bodies? Have pollution-related public health
condidons, including the incidence of lead- and |




heavy metal-poisoning, improved? Have indus-
tries implemented pollution prevention and
conuol strategies? Have government subsidies or
other policies that encourage inefficient and envi-
ronmentally harmful industrial practices or activi-
ties been reformed? Have policies for energy
efficiency, renewable energy, and fuel switching
been implemented? Have energy production
facilities adopted appropriate environmental
controls?

In countries where the concern is environ-
mentally harmful natural resources man-
agement and land-use practices: Have rates
of deforestation been reduced? - Have subsidies or
other policies that encourage deforestation been -
reformed? Have conservation strategies been
implemented for watersheds, cridcal ecosystems,
and habitats for rare, threatened, or endangered
species? Have natonal forestry policies been
reformed to discourage unsustainable forestry-
practicés? Have rates of destruction for other crit-
ical ecosystemns, e.g., wetlands; coral reefs, and
coastal zones, been reduced?

In poorer countries where the concern is
strengthening environmental policies and
institutions: Have culturally appropriate incen-
tives to encourage the conservaton of resources
becn established? Has a comprehensive environ-
mental policy framework been adopted? Have
regulatory agencies been established and are they
functioning effectively? Have local NGOs been

created or strerigthened and do they participate at -

all'levels of environmental planning and monitor-
ing? Has the environmental research capacity of
indigenous institutions been enhanced?

In advanced developing countries and
economies in. transition where the concern
is strengthening environmental policies and
institutions: .Are national economic develop-
ment strategies consistent with environmental

........................

goals? Has a comprehensive environmenal policy
framework been established that is appropriate to
changing economic and social circumstances? Are
regulatory institudons well funded, staffed, and
trained? Do NGOs, including PVOs, academic
research insttutions, and community groups par-
ticipate in all levels of environmental planning and
monitoring?
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Building Democracy:
USAID's Strategy

THE CHALLENGE

People througliout the world have demonstrated
by their own actions that freedom is a universal
concept. Men and women have risked their lives

~ for the proposition that freedom, human rights,

and accountable government are not just the
province of a few industrialized states. The influ-
ence of democratic ideas has never been greater.

Political openings during the past decade came asa
result of concerted, often courageous, indigenous
efforts to build democracy. Some autocrats con- -
ceded their failure at the ballot bax; some simply
resigned; some embraced reform. A number of
nations pursued democracy as an alternative to
civil war.

The democratic transitions of the last few years
create the possibility of a more peaceful, more
radonal, and more productive world. At the same
time, nascent democratic institutions and processes
are strained by unrealistic expectations of immedi-
ate socioeconornic progress, and by the rekindling
of old enmides, including religious, regional, and
ethnic passions. Moreover, many new democra-
cies need to expand and deepen the transition
process beyond a periodic vote for-national leader-
ship. They need to institutionalize comrmunity
participation at the local level and an accountable,
transparent style of governance that can ensure
citizéns a modicum of conwol over their own lives.

The absence of democratic change is also a matter
of concern. Autocracy survives in many parts of
the world. Violations of human rights remain a

major problem in many countries. Every day —
in fewer nations than a decade ago, but in too
many nations nonetheless — people are vicdamized
and denied any meaningful participation in deci-
sions that affect their lives. As illegitimate govern-
ments crumble, violence and corruption by those
acting under state authority frequently ensue. -

Faltering democracies and persistent oppression
pose serious threats to the security of the United
States and other nations. Narco-terrorism, ethnic
warfare, uncontrolled migration, and religious
intolerance threaten the very notion of a world
comimunity and international peace.

Because democratic regimes contribute to peace
and security in the world and because democracy
and respect for human rights coincide with funda-
mental American values, the Clinton Administration
has identified the promotion of democracy as a
primary objective of U.S. foreign policy... Foreign
assistance is a natural vehicle for achieving this

goal.

In accordance with Administration policy and
congressional mandate, USAID will decline to
provide any form of assistance, except to meet
humanitarian needs, to governments that engage
in a consistent pattern of gross violations of inter-

. nationally recognized hurnan rights. Further,

when allocating scarce development resources
among countries, USAID will consider a govern-
ment’s human rights performance, including its
willingness to permit the emergence and function-
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ing of democratic iixstitutions and independent
political groups. At the same time, USAID will
continue supporting human rights organizations
and other groups that are struggling for polidcal
freedom in non-democratic societies.

. Democratization is an essental part of sustainable
development because it facilitates the protection of
human rights, informed participation, and public
sector accountability. USAID's success in the other
core areas of sustainable development is inextrica-
bly related to democratization and good gover-
nance. Repression, exclusion of marginalized
groups, human rights abuses, disregard for the rule
of law; corruption, and autocracy are antithetical to
development. Therefore, USAID has attached a
high priority to strengthening democratic institu-
tions and popular participation in decision-making.

Democracy’s freedoms permit the formation of a
wide range of non-governmental organizations
throughout society, including community associa-
tions, service providers, unions, advocacy groups, -
and religious institutions. These private organiza-
tions often stimulate innovation in production and
social services, confront corruption, advocate
respect for human rights, and promote and defend
democratic processes and institutions.

STRATEGIC GOALS AND
AREAS OF CONCENTRATION

USAIDs strategic objective is the transition to and
consolidation of democratic regimes throughout
the world — as an end in itself and because it is a
critical element in promoting sustainable develop-
ment. This objective is achieved through the
establishment of democratic institutions, free and
open markets, an informed and educated populace,
a vibrant civic society, and a relationship between
state and society that encourages pluralism, inclu-
sion, and peaceful conflict fesoludon. The promo-
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tion of democracy is a long-term process that will .

~ require sustained commitment and tmely and

politically adept interventions.

Local involvement is important in any kind of for-
eign assistance, but it is essendal in democracy
building. Local forces must provide the principal
impetus for creating, nurturing, and sustaining an
environment in which democracy can thrive.

USAIDS mole 1s to simulate and reinforce democ-

ratic elements at the city and community level.

USAID faces a twofold task: to help people make
the transition to democracy from authoritarian rule
and to facilitate the empowerment of md.lVldUQ]S
and communities in non-democratic societies, in
order to create a climate conducive to sustainable
development. USAID aims to accomplish this task
not only through democracy-building programs,
but also through economic and social development

- programs that mandate participation, transparency,

and accountability.

USAID recognizes that there are many paths to
democracy and many variations of governmental
mechanisms based on historical, social, and cultural
realities. However, all sustainable democracies share
certain fundamental characteristics: respect for
human and civil rights, peaceful competition for
political power, free and fair elections, respect for
the rule of law, accountable government, and an .
environment that encourages participation by all
sectors of the population. USAID will emphasize
these universal elements in implementing programs.

USAID’s programs will focus ori some of the fol—
lowing types of problems:

» Human rights abuses, arbitrary action by civilian
governments and security forces, and impunity
of government officials from the rule of law.

* Misperceptions about democracy and free-
market capitalism.
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+ Lack of cw:pcricnce with democratic institutions.

+ The absence or weakness of intermediary orga-
nizations, such as labor unions, business associa-
tions, media outlets, educational institutions, and
civic groups. ‘

* Nonexisterit, inzffectual, or undemocratic polig-
cal parues.

* Disenfranchisement of women, indigenous peo-
ples, and minorities; ethnic divisions; and the
reemergence of poiiticis based on ethnic, naton-
al, and religious chauvinism.

» Absence of or failure to implement national
charter documents -—— a consttution, a bill of
rights, citizenship laws — that promote democ-
ratic practices.

* Powerless or poorly defined democradc institu-
tons, including politicized or corrupt judiciaries
that deny due process, overly centralized gov-
ernment institudons, and ineffective or unac-
countable institutions of local government.

» Elected positions for which there is no mean-
ingful compeddon.
« Tainted elections.

+ The inability to resolve conflicts peacefully.
OPERATIONAL APPROACHES

Democracy programs are often undertaken in a
dynamnic political environment. They can be
subject to significant tme pressures. They are
intensely scrutinized locally and internatonally —
especially when the United States is involved.

Given these realities, USAID must pay consider-

*_able attention to the political situation within a

country and must work closely with other U.S.
Government agencies, especially the Department - -
of State, to devise and implement democracy pro-
grams. In particular, USAID field missions, in
collaboradon with U.S. Embassy personnel operat-
ing as part of a country.team, must continue to
monitor the political situation once programs are
under way and must be prepared to respond to

‘changing circumstances.

This is a particular challenge when decisions must
be made about whether to withdraw from a
country or suspend programs — for example, in a
situation where human rights abuses are steadily
increasing. Difficult decisions to suspend programs
may have to be made; the amount of money
already invested should not precludc such
decisions.

Timing can be cridcal. One-time events, such as
a transition electon or the formation of a con-
sttuent assembly, can jumpstart the democratiza-
tion process, even where conditions in the country
are not propitious. USAID will develop the
capability to respond rapidly to these opportuni-
tes. This will enable the Agency to quickly
provide start-up funds for democracy-building
activities where events warrant. Such assistance

. will demonstrate a U.S. commitment to the

democratization process and encourage other
donors to act in a similar fashion.

" The United Nations, the Organizadon of

American States, the Conference on Security and
Cooperation in Europe, and other intergovern-
mental organizatons are committed to assisting
member states in responding to requests for assis-
tance in the democratization process. USAID will
coordinate with these organizations on planning
and programming. Many of these organizations are
enhancing their ability to support democracy build-
ing, and USAID will assist them in that endeavor.
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The potential damage caused by conflicting signals

* emanating from the internadonal community and
the waste caused by duplication demand a high
level of coordination among bilateral and muldlat-
eral donors through such mechanisms as the

- Development Assistance Committee of the
Organization for Economic Cooperation and
Development (OECD) and in~country consulta-
tion. Coordination may include joint assessments
of priorities, needs, and donor strengths; harmo-
nizing of financial allocations; sharing of technical
resources and expertise; rapid transfer of relevant
information; consultatior: on program effectiveness;
and ongoing reassessments of a dynamic polidcal
situation.

USAID recognizes the dilemma posed by provid-
ing direct democracy program assistance to regimes
in which the commitment to democracy is weak
or absent. To implement programs effectively in
such an environment, USAID officials must recon-
cile host government sensitivities with the interests
of democratic forces outside government, whose
views must be solicited before assistance is provid-
ed. Moreover, in no circumstances will USAID
provide assistance that legitimizes an entrenched,
non-democratic regime or that supports a govern~
ment where human rights abuses continue or are
increasing.

USAID will develop programs in full consultadon
with local groups. Their active participation in the
design and implementation of specific programs is
vital to promoting a sustainable democratic polity.

In implementing programs, USAID will work
closely with U.S.-based private voluntary organiza-
dons (PVOs), non-governmental organizatons
(NGOs), educational insttutions, professional and
academic associations, and private organizations
that are committed to supportng democratic
development abroad and that have experience
working in this field. Their des to indigenous
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countcrpartsAand their international credibility
make these organizations valuable partners in
democracy building.

USAID will ensure that its programs build upon,
but do not duplicate, the.important work under-
taken by the National Endowment for Democracy.
The Endowment provides early funding to support
activities that stimulate momentum for demiocratic
change in pre-transitional and emerging transitional
environments. Its independence from the US. -
Government provides for flexibility in program-
ming and in establishing partnerships. -

USAID will encourage contractors, grantees, and
other development partners to take an internation-
al approach to democracy promoton and enlist !
parliamentarians, local officials, judges, election
administrators, and men and women with techni-
cal skills from throughout the world in program
activities. :

Internationalism conveys a fiindamental lesson:
Democracies support and assist each other.
Experience has shown that nascent democrats are
influénced by the insights and perspectives of peo-
ple who have faced similar challenges, especially
those from their own region.

USAID will concentrate on building local democ-
ratic capacites, rather than relying exclusively on
the intermittent importation of outside’ experts.
USAID programs should stress appropriate tech-
nologies that can be maintained locally without
continuous internatonal involverment.

USAID will condiict periodic, cross-regional
reviews of democracy programs. These will help
ensure that USAID, its contractors and grantees,
other donors, and the international community

share experiences and benefit from field experi-
ences.
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Finally, USAID recognizes that the lack of eco-
nomic development impedes the consolidation of
democratic institutions. Where governments

. commit themselves to democratization, USAID

will endeavor to provide assistance to promote
broad-based economic growth through direct.
USAID programs and will encourage other bilat-
eral and multifaterz} donors to provide appropriate
support.

PROGRAMS AND METHODS

The specific types of democracy programs under-
taken or supported by USAID will depend upon
the social, polidcal, economic, and cultural realines
of a country, including the initiatives taken by its
citizens, and upon available resources. In sustain-
able development countries, and to a lesser extent,
transition couritries, democracy programs will -
form part of an integrated country plan, which
will have both short-term and long-term objec-
tives. In countries with limited USAID presence,
democracy programs will focus on discrete
objectives, e.g., supporting non-governrmental
organizations.

USAID's democracy programs will support:

- Constitutional mechanisms, including techni-

cal and organizational assistance to constitutional
conventions and constitution-makers.

Democratically elected legislatures, including =

programs to improve the material, technical, and
decision-making capabilities of legislatures. -

Legal systems, iﬁcluding independent judiciaries
and civilian-controlled police, and alternative and
informal mechanisms for resolving disputes.

“Local government entities, particularly those

that have recently acquired additonal institutional
authority and responsibilities. ,

.. Credible and effective elections, where voters

have confidence in the process.

Local nat:onal regional, and international
organizations that protect human rights,
including the rights of workers, indigenous peo-

. ples, minorities, and wornen.

_ Trade unions, professional associations,

women’s groups, educational entities, and a
wide range of indigenous NGOs, particularly
those that are partners in development programs.

Political parties and other national mecha-
nisms of political expression in a strictly non-
partisan manner and, consistent with statutory
limitations, in a manner that does not influence
the outcome of an elecdon. '

Independent media outlets and groups formed
to promote and protect freedom of expression.

Improved cxvxl-rrﬁlitary relations, including
effective civilian control of the mﬂxtary establish-
ment.

Institutions and organizations that increase
government responsiveness and accountabil-
ity at the national, state, and local levels.

Educational efforts for children and adults
that reflect community participation, promote the

' development of local NGOs, and encourage toler-

ance within soctety.

Finally, as a natural complement to Ionger—tcrm
democracy-building efforts, USAID, in consulta~
tion with other U.S. Government agencies and
with adequate human rights safeguards, will sup-
port programs in transidon situations for the estab-
lishment of democratic pohncal institutions and for
the demobilizadon and retraining of soldiers and
insurgents.
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MEASURING RESULTS

Democracy building is inherendy a long-term,
cumulative process. The fruis of a particular effort
frequently are not discernable for a considerable
period of tme. Breakthroughs sometimes are fol-
lowed by sudden reversals that are beyond the
control of external actors. Moreover, democratic -
progress is a complex process, making it difficult to
pinpoint precise cause-and-effect relatonships.
Democratic progress also is defined by changes in
perceptions and attitudes that are difficult to measure.

Notwithstanding these hurdles, USAID will assess
results, rather than just count inputs and outputs, in

order to incorporate lessons learned from past work

into future programs. USAID will review individ-
ual democracy programs to determine whether -
they have met their original specific objectives,
whether they were carried out in an efficient and
professional manner, and whether they had unan-
ticipated positive or negative effects. Democracy
programs concentrated on particular areas, e.g,, rule
of law or electoral assistance, will be reviewed on a
+ cross-regional basis to idendfy effectve program
designs and mechanisms for overcoming specific
polidcal, social, and cultural obstacles. Finally, pro-
grams that address other development issues will be
reviewed to assess their impact on democratization
objectives, in order to facilitate the successful inte-
gradon of our efforts.

USAID will consider discrste standards in evaluat-
ing the performance of derocracy programs,
including transformed attitudes and perceptions and
changes in process and behavior. Detiled perfor-
mance criteria will be developed in consulation
with expert and interested outside parties. As
appropriate, the following types of questions will be
asked in the context of evaluatdng USAID’s

democracy programs:

Are basic laws relating to human rights being
enforced? Has there been a significant reduction in
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the overall rate of hurmnan rights abuses in the
country?

Is the electoral process honest, a5 judged by all
parties or by experienced international observers?
Are election laws the product of consensus? Are

~ they fairly and universally enforced?

Do the institutions of a civic society take an

" increasingly active role in decision-making? Do

they measurably influence policy outcomes? Do
they involve broad sectors of society, including dis-
enfranchised groups such as women, minorities,
and indigenous peoples? Are mechanisms that
mandate pluralism and protect minority opinions
in place and functional?

Do institutidns exist at both the national and local

levels that are accountable, transparent, and accessi-

ble? Are institutions structured to provide individ-

“uals with access and recourse?

Is there evidence that the rule of law is increasingly
respected and that disputes are resolved without
violence? Are gender-inequitable laws being
changed so that women share the same rights
under the law as men? Do institutions and
processes exist that provide democratic education?

USAID’ emphasis on results should not discourage

 experimentation and innovation. International

democracy ‘is a laboratory in which individuals and
nations are expected to both borrow ideas and
apply new methods.

The politcal process, by definition, is never
complete; even long-established democracies
continuously reinvent themselves. However,
democratization is ulimately an internally driven
process. Sustainable democracy is a fact when
indigenous forces within a society can maintain and
strengthen democracy without external support.
USAID’ programs will aim at this outcome.
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Stabilizing World Pdpu/ation Growth
and Protecting Human Health:

USAID's Strategy

THE CHALLENGE

Certain factors play a critical role in keeping
nations poor: a lack of resources; imited educa-
tional opporturites; a dearth of skills; and eco-
nomic, social, and political systems that impede
broad-based growth. Rapid population growth
and poor health are inextricably linked, and they
make every one of these conditions worse.

Poor health conditions and rapid population
growth are closzly associated with low status and
limited:tights for women. Moreover, the lack of
basic rights, high rates of unintended pregnancy,
and lack of access to basic health and family plan-
ning services threaten the health of both women

-and children. Conversely, the expectation of

infant and child mortality encourages people to
have numerous children in order to ensure that a
few survive. When access to information about
nutfition and sanitation is poor and health care
and family planning services are inadequate, the
result is increased mortality that contributes to
high rates of ferdlity.

Poor health condidons and rapid population
growth obstruct rational planning by forcing the

national discourse to focus on day-to-day survival. -
No other factors so limit the options and flexibility

of developing nadons. Rapid population growth
renders inadequate any investment in schools,
housing, food production capacity, and infrastruc-
ture. [t challenges the ability of governments to
provide even the most basic health and social ser-
vices. When people are undernourished and

......................
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disease-prone, they cannot contribute to their own
development.

As expanding populations dernand an ever greater
number of jobs, a climate is created where
workers, especially women and minorities, are
oppressed. The educational and economic frame-
work gradually collapses from supporting too
many people with too few resources,

The problems of population and health in the
developing world are being aggravated by the
spread of HIV/AIDS. This health crisis threatens
to overwhelm already limited health facilides and
consume resources needed for long-term invest-
ments, both human and financial, '

By their nature and consequences, population and
health are global issues. Population pressure puts
increasing stress on the Earth’s already fragile ervi-
ronmient. The world’s population will grow by
almost 1 billion people over the next 10 years,

- despite the fact that fertility and growth rates have

begun to drop in many countrics due to efforts
made over the past three decades. This translates
into a net increase of more than 270,000 people

every day — 95 percent of them in the develop-
ing world.

Actions taken this decade — especially the expan-
sion of reproductive choice — will determine
when the world's population will stabilize,




What is done, or not done, in the next
decade will determine the economic, social,
and political prospects for much of the
world for the next century.

The high fertlity rates associated with poverty and
rapid population growth have implications for the
individual and the family. Very early, mulaple,
closely spaced pregnancies drastically increase the
health risks to women and their children, limit
opportunides for women, and diminish the abilicy
of famnilies to invest in their children’s education and
health. ‘Millions of unwanted births and the preva-

lence of abortion are evidence that many women

lack adequate access to reproductive health services.

More than 500,000 women die each year because
of preventable complications from pregnancy, abor-
tion, and childbirth; over 35,000 children die each
day, mostly from preventable causes, and mostly in
the developing world. The HIV/AIDS epidemic
continues to spread at the rate of approximately
5,000 new infections per day. These conditions
impede sustainable development and are tragedies
for individuals, families, communities, and nations.

Yet the population and health problems in the
developing world can be addressed. With better
access to family planning and health services, indi-
- viduals can enhance their ability to affect and
improve their own lives and the lives of their chil-
- dren. Moreover, by slowing the rate of population
increase, societies can give themselves more tme
and better options. |

Progress has been made. The delivery of child sur-
vival technologies, notably immunizations and oral

- rehydration therapy, has led to markedly lower child
mortality. At the same tme, ferdlity rates in most
countries have been brought down by the increased
wse of contracepdon, decreased child mortality,
expanded education (especially among females), -
and econornic growth. USAID-supported popula-

tion and health programs, conducted in close coop-
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eraton with concerned national governments, local
and international private voluntary organizations
(PVOs), other donors, and indigenous non-govern-
mental organization (NGQO) parters, have con~
wibuted significantly to this progress..

STRATEGIC GOALS AND

AREAS OF CONCENTRATION

USAID’s population and health goals are mutually
reinforcing. Specifically, USAID will contribute to

a cooperative global effort to stabilize world popu-
lation growth and support women’s reproductive
rights. Consistent with U.N. projections, this effort
should result in a total world population between 8
billion and 9 billion by the year 2025, and less than
10 billion by the year 2050, with very low growth
thereafter. Over this decade, USAID also will con-
tribute to a global health goal of halving current

- maternal mortality rates, reducing child mortality
- rates by one-third, and decreasing the rate of new

HIV infections by 15 percent. -
To achieve this, USAID will concentrate its popu- .
lation and health programs on two types of coun-

tries:

Countries that contribute the most to global

+ population and health problems. Such coun-

tries have the following characteristics: childbearing
by large numbers of very young and older women;
many closely spaced births; high numbers of infant,
child, and maternal deaths; high female illiteracy;
large numbers of women with an articulated but
unmet need for family planning services; and large
numbers of persons infected with HIV, or growing
rates of HIV infection.

Countries where population and health con-
ditions impede sustainable development.
Relevant characteristics of these countries include
fertlity and population growth rates that outstrip
the country’s ability to provide adequate food and
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social services; growth rates that threaten the envi-
ronment; significant reproductive health problems
due to heavy reliance on unsafe abortions; health
conditons that impede the ability of children to
learn and the ability of adults to produce and
participate; growing rates of HIV infection; and
significant gender gaps in educadon. -

OPERATIONAL APPROACHES

At the program level, USAID’ operational
approach will be founded on these principles and
objectives:

* Promoting the rights of couples and individuals
to determine freely and responsibly the number
and spacing of their children.

» Improving individual health, with special atten-
tion to the reproductive health needs of womén
and adolescents and the general health needs of
infants and children.

» Reducing population growth rates to levels con-
sistent with sustainable development.

* Making programs responsive and accountable to
thé end-user. '

USAID will collaborate with other donors, host
country governrnents, development agencies, uni-
versides and academic organizations, the private
sector, PVOs, and NGOs. Where appropriate,
USAID will pursue and practice joint planning and
allocation of resources, sharing of methods, and
pooling of technical resources. This will extend
from the institutional level to the field.

Working closely with host country governments
and local communities, USAID will construct
country strategies that address the core elements of
sustainable development. The population and.

health component of the country strategy will take -
into account the activities of other donors, devel-
opment efforts in other sectors, and every element
of USAID's population and health assistance in that

_country. These population and health strategy

components will address how population growth
problems can be solved in that country, how the
country can acquire the independent ability to
cope with its populaton and health problems, and
how USAID’ programs will help the country
graduate from foreign assistance. - These plans must
take into account the quality and strength of the
health infrastructure; the true access that citizens,
especially women, have to health and family plan-
ning services; the situation regarding HIV/AIDS
and sexually transmitted diseases; and the employ-
ment, education, and empowerment of women.

We will help the United States expand its leader-
ship in the field of population and health. The
United States already possesses an extensive net-
work of specialized programs, institutions, and
technical experts. USAID will rely on these
resources and encourage their expanded use by the
donor community and developing nations.

The Agency will operate both bilaterally'and mul-
tilaterally. It will contnue to work with and sup-
port the United Nations Populadon Fund
(UNFPA), the International Planned Parenthood
Federadon (IPPF/London), the World Health
Organization (WHO), the United Nations
Development Program (UNDP), the United
Nations Children’s Fund (UNICEF), and the
World Barik and other international financial inst-
tutions and their global population, health,
research, and information activities. This will
enhance USAIDY ability to deal with the transna-
tional effect of population and health problems
while enabling USAID to share its resources with
virtually all developing countries.

Population and health programs will be responsive
to needs and problems as they are defined locally.
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They will actively involve women clients,
providers, and indigenous experts in the concep-
tion, design, operation, evolution, and evaluation
of population and health programs. To be effec-
tive, programs must encourage the development
and involvement of indigenous PVOs and NGOQOs.

W will emphasize the use of integrated approach-
es to.expand reproductive choice and rights, help

slow population growth, decrease maternal and - -

child mortality, and reduce the spread of
HIV/AIDS and other sexually transmitted diseases.

By “integrated approaches,” USAID means that
population programs should seek to provide indi-
viduals with access to a range of family planning
methods; should integrate family planning pro-
grams, as appropriate, with services that enhance
women’ health and child well-being and survival,
in order to enhance both the effectiveness and the
acceptance of family planning services; should ut-
lize family planning systems, as appropriate, to pro-
vide information and services that limit the spread
of sexually transmitted diseases; and should empha-
size the importance of providing education for girls
“and women. By addressing co-factors, and by
implementing related programs at the same place
and tume, integrated approaches increase the
impact and sustainability of population programs.

Integrated approaches can save resources. They
also are important in addressing HIV/AIDS
because this disease particularly afflicts the very
people who are in their most economically pro-
ductive years and who should be most active in the
development process: the young, the well-educated,
and people in urban centers. Care and treatment
consume ever-larger portons of nadonal resources.
The progress of the disease destroys family struc-
ture and increases infant mortality and the failure
of children to thrive. Limiting the spread of
HIV/AIDS thus is an economical and essential
investment in sustainable development.
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Where appropriate, USAID will seek to integrate
family planning programs with programs that
enhance public health. For instance, barrier con-
traceptive methods, particularly condoms, are the
most effective means of preventing the spread of
AIDS and other sexually transmitted diseases.
Similarly, mothers taking their children for immu-
nizations may also wish to take advantage of family
planning services.

Finally, USAID will emphasize the quality, conti-
nuity, availability, and technical standards of ser-
vices. We will build on existing health and family
planning programs, assets, and investments.

PROGRAMS AND METHODS

The types of programs USAID supports will vary
with the particular needs of the individual country
and the kind of approaches that local communities
initiate and support. However, most of USAID’
resources will be directed to the following areas:

Support for voluntary family planning sys-
tems, including facilities and institutions that pro-
vide information on family planning methods and
distribute contraceptivés. Self-sustaining family
planning systems and services will remain the core

~of USAID’ population programs. Over 100 mil-

lion women in the developing world have an artic-
ulated but unmet need for family planning.
Moreover, millions of young people will reach
reproductive age in the near future, creating even
greater demand for family planning services and

- imposing additional burdens on existing family
- planning systems. Providing information about

and access to a wide range of appropriate family

planning methods not only remains the most effec-

tive means of reducing population growth rates to
levels consistent with sustainable development but
also significantly improves the health of women
and children. o
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Building the local capacity of self-sustaining famnily
planning systemns and services also requires support
for training (including clinical training), manage-
ment, logistics, other support systems, and access
to technical informaton and technology.
Programs designed to affect popular attitudes
toward family planning should address the needs
and attitudes of mzn as well as women, emphasize
free and informed choice, and assess the reasons
why people participate or do not participate in
programs. Targeéts or quotas for the recruitment
of clients should not be imposed on family plan-
ning providers; over the long term, meeting the
unmet need for information and services is the
best way to achieve natonal demographic goals.

Reproductive health care, including prevention
and control of sexually ransmitted diseases, espe-
cially HIV/AIDS, and improved prenatal and
delivery services. Contraception is but one ele-
ment of reproducave health, and to be effective,
population and health policies must address wom-
en’s reproductive health needs throughout their
lives.-

The particular needs of adolescents and
young adults, including easily accessible infor-
madon, counseling, and services dealing with
early sexual acavity, the health and economic con-

sequences of early childbearing and unsafe abor- -

dons, and preveridon of sexually transmitted
diseases, including HIV/AIDS. Enhancing the
ability and freedom of adolescents and young
adults to make informed choices about contracep-
don and health is especially critical.

Infant and child health, particularly immuniza-

' tions, diarrheal and respiratory disease control, and

nutridon. Complete immunization coverage and
good nutrition are among the most cost-effective
preventve health strategies.

Educaton for girls and women, paftiaﬂarly

- at the primary and secondary school levels, and

- basic literacy for adolescents and young women.

This also correlates strongly with lower birth rates,
improved child survival, and smaller desired family

size,

USALID, its indigenous partners, contractors, and
grantees will design programs with certain critical
standards in mind to maximize their impact and
to ensure the greatest return from the develop-
ment funds invested:

Does the program contribute to achieving popu-
lation growth rates that are in balance with avail-
able resources as measured at the global and
national levels?

Does the program contribute to measurable
improvements in immunization coverage; reduc-
tions in infant, child, and maternal mortality; and
reductions in new HIV infections at the global
and country levels?

Does the program address the attitudes as well as
practices of both men and women? Does it
enhance the capacity of local institutions, commu-
nities, and individuals to identify and solve health
and family planning problems? Do programs and
projects address issues of sustainability, especially
the technical and managerial aspects?

Does the program take into account links
between population and environment, health,

" working conditions, social mobility, and democra-

tic governance?

Does the program contribute to greater participa-
tion by women in the work force? Does it
address issues of increased empowerment of
women?
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MEASURING RESULTS

- To measure progress toward its goals and the effec-

tiveness of its population and health programs,
USAID will evaluate results in terms of the fol-
lowing measures: reduced fertlity; reduced infant
and child mortality; reduced high-risk births;
reduced maternal mortality; and slower growth

- {and eventual reduction) in the number of new

AIDS cases. ' : S

Measures of success at the country level will vary.
There will be many intermediate signs of progress,
such as expanded access to, increased use of, and
improved quality of family planning and reproduc-
tive health services; increased contraceptive preva-
lence and continuation; improved women'’s
reproductive health; expanded immunization cov-
erage; decreases in the incidence and severity of
communicable diseases among children; lower
malnutrition rates; equal access to health care by
gender; and higher school enrollment ratios for

girks.

Ultimately, the success of USAID' populaton and
health strategy will be measured in terms of its
contribution to expanding reproductive choice
and rights, improving the health of womnen and
children, reducing the spread of HIV/AIDS, and
stabilizing world population at a level consistent
with sustainable development.
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Encouraging Broad-Based Economic Growth:

USAID's Strategy

THE CHALLENGE

The world economy has grown by an average of
3.5 percent per year during the last quarter centu-
ry. However, the pattern of growth has been
uneven among countries and within countries.

A significant number of developing nations have
achieved broad-based economic growth and
thereby reduced poverty substantially, but many
others have not. A quarter of the world’s people
remain on the margin of survival, struggling with
malnutrition, poor housing, illness, and unem-
ployment. Poverty on this scale is a global problem
~ that makes other global problems worse. -

Economic stagnation and persistent poverty in
developing countries directly affect the interests of
the United States and other industrial nations.
Developing countries that have achieved sustained
economic growth and substantial reductions in
poverty are the fastest-growing market for US.
exports. But opportunities to expand into new
markets cannot muaterialize where growth does not
occur and where poverty limits the demand for
goods and services. .

Slow or inequitable growth and widespread poverty-
feed political instability and civil saife. They can
drive economic migrations, as people flee eco-
nomic hardship and political conflict for safer,
more prosperous countries. They cause unplanned,
unmanageable urbanization, as economic refugees
flee rural areas for the city. They figure promi-

" ing. But beyond these basic re

v

nenty in environmental degradation,
p‘rivation, poor health, and illiteracy ¢
high ferulity, rapid population growr
insecurity.

Moreover,
ontribute to
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The keys to economic gmwf h and redye
ty are an appropriate policy environ, d pover-

institutions, good governance, adequrjf: fn:) und
and savings, the availability of appropriare pﬁﬁi‘f‘

tive technologies, and access b ati \
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no single best way to promore ?:conomic ms
USAID believes that a stategy for econgmye
growth should be shaped by strategic objectiy,
not specific methods. What then is Usaqry,
vision of economic growth? ' ’

USAID will help developing muoﬂ,
enhance their capacity to improve the vy -
lfe. Our fandamental goal s to help ;,1@,'7 °]f
within those societies improve the quality of their

Permanenty

-own lives and share equitably in the benefits of

economic growth. We will concentrage
ing natiqns remove the obstacles thue iINterfore
with thf.nr economic vitality. - We will uxi;a;ug
on h{elpmg people unleash their Creative g ¢ *
ductive energies. The incvitable reuly of thee
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endeavors, we believe, will be broad-base .
sustainable economic growth, © end
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STRATEGIC GOALS AND
AREAS OF CONCENTRATION

USAID aims at helping the people of developing

nadons become participants in the economic and

political lives of their natons, thus creating markets
and reducing global poverty. We believe we can

measurably contribute to this by supporting pohcy i

reforms in key economic sectors; by strengthening
econornic and political instirutions critical to good
governance; by encouraging the effective func-
tioning of markets; by investing in human
resources, especially the educaton and health of
people; and by aiding projects designed to pro-
mote sustainable growth. '

USAID will promote broad-based, sustainable
growth by addressing the factors that enhance the
capacity for growth and by working to remove the
obstacles that stand in the way of individual
opportunity. In this context, USAID will con-
centrate its efforts in three areas: .

Strengthening Markets: Healthy market

| economies offer the best prospects for sustained,
broad-based growth, expanded individual oppor-
tunity, and reduced poverty. USAID will address-
policy and regulatory impediments to the devel- -

opment of local markets and exports. This would -

include the enabling environment of policies, reg-
ulations, and laws; this environment affects agricul-
ture and cornmerce, especially small farms,
microenterprises (including poverty lending), and
small businesses. USAID will also address weak or
absent institutions of a market economy; inade-
quate infrastructure (including markets, storage,
and mansport); and technical assistance for the pri-
vatzation of state-owned enterprises.

Expanding Access and Opportunity:
USAID will pay particular attention to expandmg
economic opportunities for the less-advantaged in
developing countries by helping to promote
microenterprises and small businesses; by focusing
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on the development and delivery of technology,
including agricultural technologies appropriate to
small farmers; by enhancing food security at the
household and community level; by increasing the -
access of women to employment, land, capital,

and technology; and by supporting social sector
development intended to enhance the well-being
of poor and disadvantaged peoples.

Investing in People: Building human skills and
capacities throughout a society is essendal for sus-

tained growth, poverty reduction, and improved

quality of life. USAID will support programs that
address inadequate health services, particularly in

the area of basic, preventive, and reproductive {
health care; education systems, especially primary
educamon for girls and women,; technical and
business skills and access to technology; and other
related social services and instirutions that facilitate |

‘broad-based participation, especially by women,

indigenous peoples, and other dlsadvantaged

- groups.

OPERATIONAL APPROACHES

USAID? efforts to promote broad-based econom-
ic growth will be shaped by these thematic
approachcs:

Participation. Fundamcntal to broad-based
econormic growth is the widespread involvernent
of individuals in the economy and society at large.
USAID programs will foster participation in this
broader sense, ensuring that efforts to promote
economic growth involve and enhance the pros-

. perity of people throughout the productive sector,

especially microentrepreneurs, small business own-
ers, smallholders, and members of cooperatives.

Institutional Development. Development
must rely on local capacites. Foreign donors can
assist, but the fundamental burden rests with the
people and institutions of developing countries.

" USAID seeks to strengthen public and private
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 institutions in developing countries, so that they

can manage their own development process, con-
sistent with the wishes and needs of their citizens.
The objective should not simply be more institu-
tions, but better institutons — legal codes. that are
more coherent; courts that can enforce their deci-
sions; and bureaucracies that are more effective and
more responsive to the individual.

Sustainability. USAID has an interest only in
economic growth that is sustainable. Growth that
occurs without regard for degradadon of the nat-

~ ural resource base impoverishes future generations.

Growth that depends on constant infusions of
grants or subsidized financing from abroad is
inherently unsustainable.

Sustainability entails transformations. It requires
the transformaton of the work force so that it is
healthier, better educated, and more inclusive.
Concomitantly, sustainability entails increases in
productivity that do not rely on the increised
exploitation of workers. Sustainability requires an
iridigenous capacity to generate technology appro-
priate to local needs, as well as policies and institu-
tons that facilitate: the transfer and adaptation of
technology from abroad. In predominantly agrari-
an sociedes, sustainability entails the wansformation
of subsistence farrning into an agriculture that can
create surpluses anid increase rural incomes. It
depends upon a viable urban sector that can gener-
ate jobs, provide essential services, accommodate

. migration, and boost productivity. Most important

of all, sustainability mandates the greater involve-
ment of individuals and communities in the deci-

" sions that affect their well-being.

PROGRAMS AND METHODS

In planning and supporting programs, USAID will
ask: What is needed to unleash the productive
capacity of this society? To strerigthen markets,
invest in people, and expand access and opportu-
nity, especially for the less advantaged, USAID will

Sl e IR TR TR

.......................

support the following kinds of programs and
methods:

In the Area of Strengthening Markets: The
foundation of economic growth is a favorable pol-
icy and institutional environment. This creates
and strengthens markets, which, in turn, increase
efficiency, encourage broader pamapauon and
reduce poverty. Few foreign assistance projects can
achieve their goals in an unfavorable environment.

Our objective is to work with host country gov-
ernments, local authorities, communities, individ-
uals, and other donors to create an enabling
environment, comprising policies and institutions,

O that systematically and consciously encourages

both individual initiative and choice in the private
sector. USAID’ programs to strengthen markets
will pay close attention to improved governance
and local empowerment, because these factors,
more than anything else, determine the success or -
failure of policy reforms and institutional invest-
ments; :

USAID- will assist host nations in building indige-
nous institutions and developing policies that pro-
mote openness to trade and investment, support
agriculture and rural enterprise, strengthen infra-
structure and delivery of services in cities, provide
adequate incentives for exports, reinforce the’
effectiveness and transparency of fiscal and mone-
tary policy and regulations, avoid inefficient

~ import substitudon and unwarranted protection,

and strengthen the enabling environment for
development of the private sector.

USAID’s programs for policy, regulatory, and legal
reforms will help governments address such areas
as tariffs and other trade reserictions; tax codes;
investment; privatization; pricing mechanisms; the
informal sector in both rural and urban economes;
financial markets and services; agricultural produc-
tion, marketing, subsidies, and land tenure
arrangements; labor laws and policies; formalized
property rights, including intellectual property
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rights and patents; contract and property law; and
business regulations. Particularly at the macroeco-
nomic level, USAID will coordinate closely with
the reform programs of the World Bank and the
International Monetary Fund. USAID will assist
recipient governments in their efforts to formulate
and implement adjusument policies that are consis-
tent with the country’s development and can be
supported by its people.

The Agency will help to build institutions by
addressing the restructuring and development of
local, provincial, urban, and regional markets;
reform of the educaton and health sectors; and
reforms that encourage efficient private and public
investments in infrastructure, especially capital pro-
jects such as roads, ports, housing, water supplies,
sewage and waste systems, and electrical grids.

USAID will encourage the establishment of flour-
ishing agricultural sectors by addressing policy
issues, marketing factors, and technologies.
Programs will focus on factors that are pivotal to
agricultural success: market-oriented pricing and
trading policiés; access to inputs, such as seeds, fer-
tlizer, credits, technologies, information, and land;
access to domestic and éxport markets; and crop
production and marketing choice. USAID will
continue to support agricultural research — work
that has had a global impact and 1s indispensable to
developing new methods and technologies that
enhance growth and productive employment
opportuniges. )

In the Area of Expanding Access and
Opportunity: Local groups and individuals must
take part in identifying problem areas, suggesting
solutions, planning and designing projects, orga-
nizing intermediary institutions, overseeing imple-
mentation, and evaluating successes and failures.
This, in turn, requires a commitment to leveling
the playing field and empowering individuals so -
that they can fully participaté in the development
of their naion.
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This is especially true for people who are mimﬁ in
extreme poverty. Their primary need is the

_ wherewithal to acquire sufficient food, a modicum

of assets, and access to markets so that they can
join the productive economy. Microenterprise
development, including poverty lending, can be
an effective way to address this need— the over-
riding, daily. concern of more than a billion
people.

USAID’s programs thus will emphasize microen-
terprise and small business development. Our-
microenterprise programs will address three ele-
ments that are critical to broad-based economic
growth and participation: removing obstacles that
impede the creation of new businesses that provide
incomes; helping existing enterprises to expand;
and supporting the transition of small businesses

"and microenterprises to the formal sector.

To help microenterprises and small businesses
become established and grow, and to assist the
poorest men and women to become economic
participants, USAID will support programs to
simplify regulatory procedures and increase access
to markets and technology. We will work with
national and local authorities and private groups to
enhance access to capital through cooperatives, vil-
lage and neighborhood banks, and other poverty’
lending insdtutons. To help poor individuals and
communities accurnulate assets, finance their own
development, and lessen their dependence on
external sources of capital, USAID will support
the development of banks and other self-sustaining
financial institutions, including credit unions, that
service small savers and borrowers.

Finally, because the protection of human right,
including the rights of workers, is fundamental to
sustainability, USAID will support programs that
seek to expand and safeguard these basic righs.
USAID programs to promote economic growth
will take into account labor condidons and worker
rights, especially those of women, the poor,
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indigenous ﬁeoplcs economic and political
migrants, and those vulnerable to debt servitude
and indentured labor.

In the Area of Investing in People: USAID
believes that sustainable, broad-based development
requires investing in people to improve their
health and productivity, enhance their skills, pro-

tect their rights, and help them be full participants -

in society.

The acquisition of economically valuable skills
plays a central role in the empowerment of indi-
viduals. Education increases social mobility and -
thus serves as a formidable mechanism of conflict
resolutdon. Moreover, rising education levels are
critcal to democratic governance and peaceful
polidcal discourse. USAID’s education programs
will give particular emphasis to the quality and

availability of primary education, especially for the

poor, women and girls, and minorities. The

Agency will also support targeted, market-oriented

interventions, aimed at technical and vocational
training; the freer flow of technology and techni-
cal information; and training in business skills.

Recent World Bank findings show that a package
of basic health care services can dramatically '
enhance societal productivity, especially among

the poor. ‘Such services alleviate many curable but

endemic and debilitating illnesses that prevent
people from earning a living or participating in
society. Thus, USAID will support the creaton
and improvemerit of systems that provide basic,
reproductive, and preventve health care. USAID
will also focus on maternal health; child survival,
including nutridon, immiunizations, and treatment
of diarrheal diseases and acute respiratory infec-
tons; access to clean water; control and elimina-
tion of endemic tropical and infectious diseases;
preventon of HIV/AIDS and other sexually

- transmitted diseases; and the training of profes-
sionals and technicians in basic, reproductive, and-
‘preventive health care.

.............................

MEASURING RESULTS

Programs will be designed to produce results that
demonstrably affect and enhance the way people
live. In their conception and implementation, .
programs to stimulate economic growth must
benefit local populatons. In evaluating the impact
of programs, the overarching concern should be
whether standards of living have improved and
whether improvements have been manifested
broadly within society. While no program can
touch every aspect of economic life within a soci-
ety, individual programs in each of the three areas
of concentration need to be structured to produce
affirmative answers to these kinds of questions:

Has the incidence of poverty declined? Have
incomes and employment risen for the key groups
that comprise the poor? Are countries better able
to address poverty using their own resources?

Are employment, incomes, and productivity in
the informal sector rising? Have a significant
number of microenterprises expanded their scale
of operations or made the transition to the formal
sector? Have women, minorides, and indigenous
peoples participated in this expansion?

Have agricultural incomes and disposable rural
incomes improved? Have increases in agricultural
incomes been spread broadly among the rural
population? Do small farmers have increased
access to improved seeds, farming methods, pur-

* chasing and marketing structures, technology that

allows them to increase their producavity, and
export markets? Have these improvements
increased farm income?:

Are markets working more efficientdy, with
increased levels of activity and broader participa-

ton?

Have governments implemented and maintained
agreed sectoral reforms? Have those reforms had
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the posmvc economic effects intended? Do the
reforms enjoy sufficient public support so as to
make them susmnable’

Has the quality of primary education improved?
Has the number of children with access to primary
education risen? Is the proportion of girls in pri-
mary schools increasing? Is the proportion of chil-
dren of indigenous peoples in primary schools .

 increasing?

Has the availability of capital to the poor increased?
- Are more community-based lending institutions
operating? Has the number of small savings insti~
tutions, such as credit unions, increased? Has the
ability of these institutions to attract deposits
increased? Are they viable and sustainable?

Do indigenous non-governmental organizatons,
including labor unions, private voluntary organiza-
tions, cooperatives, and consultative planning
councils, funcdon in ways that empower the poor-
est people in society andl enable them to participate
in national economic and politcal life?

Has agricultural productivity increased? Have mar-
ket prices for food remained stable or decreased?
Do individuak and communities have greater
access to food, either through increased producton
or easier acquisition through markets?

. Have the flow and availability of technical and sup-
port services to small businesses and microenterpris-
es improved, and have they had a measurable effect
on productivity, job creation, and profitability?

Has public health improved? Are improvements
evident among all sectors of society? Have these

+ indicators improved: the rate of infant mortality?
access to family planning services, including pro-
grams for prenatal care aind maternal health? num-
ber of cases of communicable diseases? rate of
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childhood inoculation? the rate of malnutrition -
among children? access to basic health care ser-
vices? equal access to health care by gender?

access to clean water?

By supporting programs that produce positive
answers to questions like these, USAID can
enhance the political and economic interests of the
United States and materially assist the emergence
of a more peaceful, more prosperous world.
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Providing Humanitarian Assistance and

Aiding Post-Crisis Transitions:
USAID's Strategy

THE CHALLENGE

The United States has a long and generous tradi-
tion of providing; assistance to the victims of man-
made and natural disasters. Our nation has
mraditionally viewed humanitarian assistance as

both an act of national conscience and an invest-

ment in the future. USAID thus was established as
both a development agency and America’s primary
means of providing emergency relief overseas.

For Americans, humanitarian assistance is not an
act of charity, buc an integral part of our vision of
how a community of nations, some fortunate and
some troubled, should operate. USAID has earned
a reputation for delivering relief to people in need

‘quickly and effectively. The Agency has embodied

the conviction that with time and a helping hand,
even the most afflicted nation can become stable
again and turn to the future with hope.

The end of the Cold War has created new chal-
lenges that test the capacity of USAID and the -
international community to provide relief. Even
as superpower tensions. have eased, religious and
ethnic rivalries have sharpened. The sudden
demise of the Soviet bloc left many fragile, inter-
nally conflicted states. A number of profoundly
weak nations, particularly in Africa, have reached
the point of terminal collapse. Other countries are

struggling to implement fragile settlements to pro-

macted internal wars.

Increasingly, tensions are exploding into armed
conflict. Civilians have become primary targets,
and thousands have been killed. Entre societies

have been devastated. Millions of people have
been internally displaced or turned into refugees,
with scant means of earning a hvmg, and litde

hope of repatriation.

Traditional disaster relief has been affected by these
events. Societal breakdowns increasingly impede
the integrated responses that work best against
drought and famine. In a nation divided by civil
war, every act of charity may be politicized by one

faction or another.

The disintegradon of civil society, in and of itself,
invites disaster: Rising disorder devastates the <+
economy and skews the dxscnbunon of food,

local msntunons that people normally rcly upon to '. a
organize a response. It makes srnall calaxmues !

The end of the Cold War has also created more
so—called transitional situations — cmcurmmnca; m

" which countries try to emerge from'a hational ¥
- conflict, a significant political transition, or a natur-

al disaster — where the tmely provision of assis-
tance can help revitalize society, reinforce
institutions, and preserve national ordet.” Thése
countries have special needs that are not addmsed .
by traditional disaster relief or long-term programs”

of sustainable development: the reintegration of

dislocated populauons, including danob:hzcd soi-

diers; the restoration of clcmcncary ty 1% % A
infrastructure; and the creation c£ pgl}?ﬁlww s
dons. Tmnsmonal nations o&crf" poxsedmmlu-
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PROVIOING HUMANITARIAN ASSISTANCE AND AIDING POST-CRisis TRANSITIONS: USAID'S STRATEGY.

neously for either gxowﬂ'z or chaos. Given the
opportunity and the risks — especially from the
~ failure to act quickly and effectively — the donor

community must try to respond.

USAID has learned four lessons in recent years that
will guide our programs of humanitarian assistance:

Humanitarian relief and disaster planning
are integral to sustainable development.
Manmade and natural disasters can wipe out years
of development in a matter of minutes. The costs
of clean-up, reconstruction, and adjustument associ-
ated with large-scale natural disasters can impose
burdens on a national economy that persist for
years. War, famine, and environmental damage can
undermine devclopment for decades to come.

- Annual losses from natural disasters now equal the
total of official development assistance, so invest-
ments in prevention and mitigation promise a signifi-

~ cant financial and strategic return. By enhancing
local capacites to deal with disasters, we can help
developing nations strengthen their technical -
resources, their ability to plan for the future, and
ultimately, thelr resilience.

Increasing attention must be given to prepa-
ration for manmade and natural disasters
and to prevention or mitigation of their
effects. Local politics and government policies are
the hidden components of all disasters, even natural
ones, for they can ease the impact of calamity or
make it worse. Prevention, especially of manmade
disasters, requires attention to policy, planning, and
strengthening local capacities. Disaster preparation
also demands careful examinaton of relief efforts
and recovery plans and-the assumptions on which
they are based — before disaster strikes.

The United States cannot bear the burden
alone. It must collaborate with other donors and
encourage them to contribute their share of the
spiraling costs of relief. Muldlateral leadership,
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especially from the United Nations, is essential to
resolve underlying conflicts peacefully and to pre-

‘vent discord from rurmng into crisis and societal

breakdown.

USAID’s humanitarian activities mandate
cooperation at home and abroad. The United
States must use its resources carefully and forge
partnerships with every potential provider and con-
tributor of humanitarian assistance in the United
States, in the international donor community, and
in developing nations. USAID believes that
indigenous non-governmental organizations
(NGOs) and the local private sector are critical
partners in formulating and implementing partici-
patory, community-level programs for disaster pre-

"vention, mitigation, and reconstruction. In the

aftermath of disaster, their involvement is essental
to the restoration of infrastructure, social services,
food security,.and local political institutions.
Moreover, longer-term rehabilitation and recovery
programs to achieve sustainable growth'at the
national level must build upon grassroots activities
that involve and empower local communities and
individuals.

Humanitarian assistance is not an end in iself, but
an integral part of an overall strategy for sustainable
development. By helping nations acquire the
means to plan for and respond to disasters, and by
helping them return to the path of economic and
social development, USAID can measurably con-
tribute to a more peaceful and prosperous world.

-

STRATEGIC GOALS AND
AREAS OF CONCENTRATION

USAID will provide humanitarian assistance that
saves lives, reduces suffering, helps victims return to
self-sufficiency, and reinforces democracy. We will
aid people in need without regard to the politics of
their government.
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We will focus on these types of challenges:

*" Disaster prevention, preparedness, and mitigation.

¢ Timely delivery of disaster relief and short-term
rehabilitation supplies and services.

* Preservation of basic institutions of civil gover-
nance during disaster and crisis and support for
new democratic institutions during periods of
national transitdon.

. Buildihg and reinforcement of local capacity to
anticipate and dedl with disasters and their after-
math.

OPERATIONAL APPROACHES

USAID will emphasize certain ﬁxethodologies and

- operating styles as it provides humanitarian aid:

Coordination: The President has designated the

USAID Administrator as his Special Coordinator
for Disaster Assistance. As Special Coordinator,

- the Administrator organizes and oversees the

response by agencies and departments of the U.S.
Government to foreign disasters. He also coordi-
nates American relief efforts with those of other
nations and donars.

The humanitarimi, polidcal, and military responses

undertaken by the United States must be cohesive .

and mutually reinforcing. USAID will attach the
highest priority to ensuring that its activities con-
tribute to the U.S. Government’s policy objectives
in the nation and region seeking assistance.
USAID will work closely with the Department of
State and the Departmnent of Defense to plan and
implement relief operations, particularly the allo-
cation of resources and the coordination of diplo-
matic and relief efforts.

STRATEGIES FOR SUSTAINABLE DEVELOPMENT
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The effectiveness of humanitarian assistance will
be determined by the workings of an international
relief system. USAID will help to strengthen the
capacity of the United Nations to provide
humanitarian relief and will coordinate closely
with UN. peacekeeping operations when they are
involved in nations receiving humanitarian aid.

USAID will work with other departments and
agencies of the US. Government; the United
Nations and its agencies; multilateral development
banks; other bilateral donors; international relief
organizations; private voluntary organizations
(PVOQs), particularly those based in the United
States and in recipient countries; cooperative
development organizations; U.S. and foreign cor-
porations; universities, colleges, and academic
associations; business and trade associations, profes-
sional groups and groups whose members possess

. specific technical skills; and individual volunteers

and activists to coordinate disaster planning, allo-
cate resources and technical services, determine
preposidoning of supplies, establish systems of
transportation and dehvery and make in-situ .
assessments.

" Coordination should include such things as

enhanced cooperation with technical agencies of
the US. Government that are skilled in the envi-
ronmental and energy aspects of disaster manage-
ment; closer tes to technical, medical, industrial,

academic, and professional associations to facilitate
donations of cash, supplies, and skilled labor; rela-

tionships with local and international businesses to

utilize their facilities and community ties to plan
for and coordinate responses to disasters; ties with
academic institutions, in the United States and
abroad, to train individuals and communities in
disaster prevention, mitigaton, and management;
programs to develop local and national disaster
plans; and establishment of advanced communica-
tion networks and the sharing of tcchmcal
resources and mforrmuon
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USAID has extensive experience providing
humanitarian assistance and the expertise necessary
to manage large, complex relief prograrns.
USAIDs field missions possess an understanding of
the local environment that is essential to the suc-
cess of these programs. Our capabilides will be
further strengthened by close coordination with
international and indigenous NGOs, our natural
partners in development.

Rapid Response: USAID has developed and
will maintain the capacity to begin delivering relief
supplies and services within hours after the occur-
rence of a natural disaster. Working with PVOs
and the UN’ World Food Program, USAID has
also developed and will continue to maintain the
ability to operate large-scale emergency feeding
programs. '

USAID is now developing the wherewithal to
respond rapidly in countries undergoing crises and
transition to new political and economic systems.
These include failed and “teetéring” states, those
subject to internationally negodated settlements of
protracted wars, and newly independent and
newly democratizing states.

Certain crises and transitions have urgent require-
ments that traditional programs of disaster relief,
peacekeeping, and long-term development do not -
address. In many cases, intrinsically manageable
crises have spiraled out of control, at great cost and
suffering, because of the inability of the interna-
tional system to fill this “gap” quickly. Our rapid
response capability will enable us to assist govern-
ments in planning and assessing how to maintain
‘basic governmental services and civil authority,
restore essential infrastructure, and introduce polit-
cal development programs in time to encourage
democracy. '

Integrated Approaches: Too often, the need

for humanitarian aséistance is the byproduct of
poverty-related degradation of natural resources,
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such as desertificaton or flooding due to deforesta-
tion, or the disintegradon of food production
systems and communal security nets. It is much
cheaper to conserve existing economic assets and

- systems than it is to rebuild them.

Effective development programs provide an
important buffer against natural disasters. USAID
will assess all of its programs to ensure that they do
not directly or indirectly contribute to manmade
disasters or exacerbate natural disasters. USAID
will encourage host governments and local partici-
pants to examine whether current economic prac-
tices contribute to cycles of crisis. USAID will
support programs, especially those dealing with
the environment and economic development, to

strengthen the ability of society to weather disas-

‘ters, respond effectively, and recuperate quickly. -
. By emphasizing participatory. development, the

building of local capacity, and the acquisition of
disaster management skills, USAID will enhance .
the ability of host countries to pursue sustainable
development and to sustain that development even
in the most difficult circurnstances.

PrRoGrRAMS AND METHODS

The types of humanitarian assistance USAID will
provide will depend on the circumstances of each
specific situation and each country. To ensure that
the United States can respond effectively, USAID’
resources will be allocated to the following

programs:

Disaster preparédness, mitigation, and pre-
vention. Preparedness activities will be concen-
trated in disaster-prone countries. These may
include such programs as cyclone warning systems;
volcano monitoring and evacuation plans; earth-
quake risk managernent; famine mitigation,
including early warning, vulnerability mapping,
and coping strategies; and professional training in
disaster management. These programs will focus
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on preventing and mitigating disasters through
improved construction and siting practices;
enhanced policies, regulation, and enforcement:
- modem industrial and environmental planning and
safety procedures; and planned emergency respons-
es and improved crisis coordination. USAID also
will preposition relief stocks in strategic locations
around the world.

Assessment of requirements.' USAID will
maintain its practice of assessing emergency condi-
tions in order to identify relief needs and establish
‘USS. relief priorities. Such assessments may

- be performed by field missions or by USAID/
Washington in close coordination with indigenous
and international NGOs and international disaster
experts. In some cases, specific assessments of food
needs may be necessary.

Delivery of disaster relief, supplies, and ser-
vices. Major disasters will normally require close
coordination with other donors, especially the
United Nations and its agencies, and other agencies
of the US. Government. Indigenous, US,, and
international PVQs frequendy will participate in
the delivery of assistance. Early disaster relief may
include feeding programs; disease control and
emergency medical services, including immuniza-
tions, child survival interventions, and maternal and
reproductive health care; cmérgency shelter; and
restoration of communications, basic transportation,
and financial services.

Disaster Assistarice Response Teams. In
selected cases involving especially serious emergen-
cles, or situations where there is no on-site field
presence, Disaster Assistance Response Teams
(DARTS) will be used to assess needs. DARTSs may
also be used to coordinate USAID’ response with
other donors and the host government, to direct
USAID relief efforts, and to strengthen communi-
‘cation and coordination among other agencies of
the U.S. Government, such as the Department of
Defense, as well as NGOs and other donors.

SRS

""" (""‘&.vx ok

....................

Crisis and transition assistance. USAID wil]
concentrate on planning and coordinating pro-
grams that help nations return to the path of sus-
tainable development. Specific actions will depend
on the needs of the country and the contributions
of other donors.

USAID will evaluate potential crises and transitions
and may dispatch evaluation teams to provide on-
site assessments of transition needs, resources, and
capabilities. Other transition activities may include
planning and assessing the need for aid for demobi-
lization, training, and the social and economic rein-
tegration of dislocated populations, especially

. women, children, internally displaced people,

refugees, and former combatants; supporting the
processes of political reconciliation; technical and
logistical support for the drafting of new natonal
charter documents; training to improve civil-mili-
tary relations; assistance with judicial reform, the
administraton of justice, and the protection of
human rights; help in organizing, conducting, and
monitoring elections; reinforcement of national
and communal institutions; providing short-term
support to strengthen local NGOs; assisting other
relief and development agencies in locating and uti-
lizing services and resources; seeking matching
funds and donations to leverage limited resources;
and working closely with the Department of State
and multilateral organizations to help ensure the
safety of azd and relief workers.

Since the reestablishment of a degree of food secu-
rity is an important step in the return to normality,
USAID: will assist nations that have just emerged
from the most acute crisis phase to revive their
agricultural production by providing seed, fertilizer,
tools, and technical expertise. This will permit
first- and second-year plantdng and help farmers
and people returning to the farm to end their
dependence on relief. Food aid itself can be an
effective transidon tool where, by use of monetiza-
tion through the private séctor, it is specifically .-
targeted at restoring food markets that have been
disrupted by crisis.
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NITARIAN ASSISTANCE AND AIDING POST-CRisis TRANSITIONS: USAID'S STRATEGY

Finally, the development of enhanced techni-

cal capacitles by PVOs and multilateral part-

ners is critical to the delivery of humanitarian
assisance. ‘The increased capability of these organi-
_ zauons can only agise USAID's mission.

MEASURING RESuULTS

The impact of humanitarian assistance cannot be
A m‘?‘?s“md only in terms of supplies shipped; the
ultmate s comes from judging whether lives
: and communities revived. This is
a complex and long.term process, and to find’
answers, four areas for assessing performance must

be addrese: «

First, the structure for responding to disas-
ters and to ‘the needs of countries in ‘crisis
and transition must be in place. Before crises
occur, USAID, in close coordination with other
agenaies of the US. Government, muldlateral
agencies, FVOx, and local authorities, will ask:

Have supphies been stockpiled and service providers
1dennﬁed? Are supplies secure from loss and thef?
When USAID meses to deliver goods and ser-
vices, will thcy g0 to the right place in the right

+ AmOunt With the intended effect? '

I‘IIVC thf pTC'V., 3 rnltl tl ‘
activities of Um nitigation, and preparedness

2es of USAID anticipated needs and are they
effective? Flave local communities and businesses
been enliuq] for phnning, prevention, and
respomser. 120 pmpoxed shipments of supplies
match ard mayimaze Jocal skills and capacities? In
view of past disasters locally and regionally, are
Preparanant commernsurate with likely needs?

gm.dx Pantnenhips and relations with the United
anons (Mcluding the Wodd Food Program) and
et oy m]jcmood by all? Are mechanisms in
“Oordinate supplies, donations, and offers
‘ofskilkd labor and ensure that they are delivered
. whers z=d wher, they are needed?
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Second, actual delivery of supplies and ser-
vices must be timely and effective. During
crises, USAID and its partners will ask:

Do disaster relief supplies and services reach their
intended destination in time to make a difference?
Are all forms of emergency relief supplies readily
available and accessible to the intended beneficia-
ries, including women, children, the elderly,
indigenous peoples, refugees, and members of .
minorities? , : ‘

Do specific programs intended to save lives or
reduce malnutrition, such as emergency feeding

programs, have the intended impact?

Are prqﬁtéeﬁng and misuse e&'cctivc'ly’ controlled?
Are food and other relief supplies distributed so as

~ not to discourage local production or distort local

prices and markets?

Do programs of disease control and emergency

-medical §ervices, including immunizations, child

survival interventions, and maternal and reproduc-
tive health care, have access to necessary supplies
and are they coordinated with food and nutrition
interventions?

Third, in transitional and crisis situations,
assistance must target the institutions and -
needs critical to the resumption of sustained

- development, civil life, and democratic gov-

ernance, USAID and its partners will ask:

Has the response to countries in crisis and transi-
tion been appropriate to their needs, political situa-
ton, and indigenous capacities? .

Have national and local political institutions been
swengthened? Have key elements of the infrastruc-
ture, such as housing, communications, basic trans-
portation, and financial services, been reinforced?
Are the specific needs of internally displaced people
and refugees being addressed? -
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‘Has food security increased throughout the coun-
try? Do farmers have greater access to seed, fertil-
izer, and appropriate technology? Has local food
production increased significantly and/or are more

people able to acquire the income needed to pur-
chase food?

Has there been measurable progress toward
national reconciliation and invigoration of the
mechanisms of conflict resolution, as indicated by
fair and open elections, constitutional conventions,
new legal codes, reintegraton of combatants, etc.?
Is there evidence of decreased disorder in cites
: and in the countryside? Is there increased respect
for human rights? ‘

and rehabilitation, must be in place to help -

prevent cycles of crisis and to permit coun-

tries to cope with their own natural disas-
[ ters and political crises. After the crisis stage
P has passed, USAID and its partners will ask:

i Fourth, follow-on mechanisms, after relief

Is USAID, in coordination with local authorities
and communities, PVOs, and multilateral instiru-
tions, developing and implementing long-term
development programs that measurably enhance
the ability of countries to anticipate and manage
natural disasters? Are the economic, political,

- environmental, social, and institutiomal causes of
manmade disasters being addressed?

Have countries in crisis and transition made mea-

- surable progress toward a political and econormic
transformation?

Humanitarian assistance activities ulimately must

- be measured by simple, yet profourd standards:
Do these activities prevent human misery that is
avoidable? Do they provide relief for human mis-
ery that is not? Does this assistance help countries
that have suffered natural or manmade disasters -
and crises return to the path of sustzmable devel-
opment?
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THE SECRETARY OF S.TATE
WASHINGTON

June 4, 1999
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MEMORANDUM FOR ADMINISTRATOR ATWOOD
United States Agency for International Development

FROM: Madeleine K. Albright _tatxp)

SUBJECT: The State-USAID Relationship

As I wrote you on February 2, I very much welcome the
closer relationship State and USAID are creating. You and
I and our staffs have engaged in productive dialogue on how
to structure it. The Foreign Affairs Reform and
Restructuring Act of 1998 along with the new Executive

 Order and Delegation of Authority provide a sound basis on

Wthh to build the new relationship.

We have agreed that our .goals should be to ensure:

e high priority for sustainable development, humanitarian,
and other economic assistance missions, as key parts of
U.S. foreign policy;

e effective implementation of programs to carry out these
‘missicns;

e clear delegation of responsibility and authority to

USAID for the management of development and other
economic assistance programs,. with strong
accountability;

e efficient and effective managément operations; and

‘¢ maximum coherence and coordination in working with other

USG agencies, donors, and multilateral institutions

Consistent with the Act, USAID is an 1ndependent
statutory agency ‘with a separate appropriation. "The
Administrator is under the direct authority and foreign

.policy guidance of the Secretary of State. As you and I

3¢



have agreed, the Administrator creates development policy,
implements development and other economic assistance '
programs, and manages -and administers them. The Secretary
reviews USAID’s strategic plan and annual performance plan,
annual budget submission and appeals, and allocations and
reprogrammings of development and other economic assistance
that are significant in terms of policy or money.

In this context, the Secretary delegates or
redelegates to the Administrator the functions and
authorities needed to carry out USAID’s mission. These
include authorities to: receive apportionments for
development and other economic assistance appropriations;
create policies for and implement development and other
economic assistance programs; and manage and administer .
these programs, including requisite personnel authorities.
State’s NIS and SEED assistance Coordinators will continue
their current functions under legislative mandates and
executlve charters. ‘ :

You and I have further agreed to additional and
strengthened mechanisms that will promote a closer State-
USAID relationship:

Field Coordination. Close field coordination is a
basic building block in the State-USAID relationship.
USAID missions participate in preparing Mission Performance
Plans (MPPs). Chiefs of Mission clear USAID country
‘strategic plans (CSPs) and assessments of program
performance and requests for resources (R-4s), the main
elements of which are reflected in MPPs. The principal
USAID official at a post is accountable to USAID/Washington
but is also, as a member of the country team, subject to
the responsibility of the Chief of Mission for the
direction, coordination, and supervision of executive
branch employees, in accordance with the Foreign Service
Act. .

Planning and Budgeting Coordination.: USAID
participates in developing the International Affairs
Strategic Plan, and State participates in preparing USAID’s
Agency Strategic Plan. State reviews R-4 guidance to the
field prior to issuance and ensures its consistency wlth
State’s guldance for preparing MPPs, which USAID
participates in developing. USAID consults with State in



preparing its Annual Performance Plan and Report. Within
State, S/RPP will lead on broad coordination issues with
USAID. I understand that within USAID, PPC and M will have
the lead on these issues.

Bureau Coordination. State bureaus participate in
USAID annual reviews of CSPs and R-4s and consult on
development of Bureau Budget Submissions (BBSs). USAID
participates in State reviews of MPPs and the preparation
of Bureau Performance Plans (BPPs). CSPs, R-4s, and BBSs
will remain consistent with USAID’s legislative
requirements and accountability standards, including the
Government Performance and Results Act. State regional
bureaus and USAID counterparts take the lead to resolve
issues that arise between MPPs and R-4s.

Senior officials from State and USAID counterpart
bureaus (including other bureau representatives as desired)
meet on a regular, bureau-to-bureau basis to address issues
of development and other economic assistance. Consistent
with overall State-USAID guidance, including that emerging
from our forthcoming review of broad coordination issues,
these senior officials consider policy, program, planning,
budget, and allocation issues; requests for off-cycle .
assistance to meet emergencies or reinforce policy openings
or diplomatic initiatives; and management of economic
support fund (ESF) programs and the relationship of ESF and
development: assistance (DA) programs. Each State and USAID
bureau will designate an official as point' of contact.

Senlor Coordination. State bureaus and the NIS and
SEED Coordinators participate in the Administrator’s
reviews of BBSs prior to decision-making. USAID bureaus
participate in the preparation arid the Secretary’s reviews
of State Bureau Performance Plans. The Administrator .

_attends the Secretary’s senior staff meetings and is a

member of the Corporate Board chaired by the Deputy
Secretary. The Deputy Administrator attends the Deputy
Secretary’s staff meetings.  The Administrator meets with
the Secretary or Deputy Secretary to discuss assistance
questions, including coordination. The Secretary conveys
information and guidance to the Administrator, who also
keeps the Secretary informed of key decisions.

'
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Donor Coordination. State, in consultation with USAID
{(and where appropriate the Department of the Treasury),
represents the United States in negctlatlons on treaties
and other international agreements on development -related
issues, and in World Bank Consultative Group meetings for
the NIS and SEED countries. The Administrator, in
consultation with State (and where appropriate Treasury),
is the principal U.S. contact with development ministers
from other donor nations. The Administrator represents the
United States in OECD Development Assistance Committee
meetings, the coordination of U.S. and multilateral

.development programs and activities, and World Bank

Consultative Group meetings, including for NIS- and SEED
countries when called upon by respective State Coordinators
(who will remain the principal U.S. contacts).

Management Coordination. State-USAID will promote
efficient and effective management operations. They will
explore ways to coordinate and consolidate as many
administrative functions as possible, including retirement
processing, a travel contract, information technology
mainframe collocation, ICASS, training, storage of
household effects, and housing. ‘

Analysis of Broad Coordination Issues. As pett of the’

dialogue to enhance our new relationship, 'State and USAID,

in consultation with the NSC staff and OMB, will review and
make recommendations on the following issues:

e broad coordination associated w1th development and other
economic a551stance, :

e the best means to address off-cycle requirements,
balance long- and short-term priorities; coordinate
policy, global and cross-cutting issues, and promote
coordination of policy on bllateral and multilateral
aid; and

e the establishment of general crlterla for using DA and
ESF rescurces.

A State-USAID team, with advice from higher levels as
needed, will undertake the review and convey it and the
recommendations to us within 90 days.



State and USAID will also review and make
recommendations on humanitarian and transition assistance
policy and programs, to identify concrete policy and
organizational options for making this assistance most
effective. The review will be conducted in consultation
with the NSC staff and other relevant agencies, and will be
submitted to us within 90 days after it begins.

Brian, you and I are together laying the foundation
for an even stronger State-USAID relationship for many
years to come. It will promote the confidence,
cooperation, and communication all of us seek and the
President and the Congress expect. I look forward to a
close collaboration as we embark on this vital undertaking.
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THE SECRETARY OF STATE
WASHINGTON . -

February 2, 1999

Dear Brian:

As USAID and the Department enter into a closer
relationship on April 1, I wish to reiterate how warmly I
welcome this new, closer alliance. In accordance with the
Foreign Affairs Reform and Restructuring Act of 1998, the
President nas sent his plan and report to the Congress on how
he will implement his initiative to reorganize and strengthen
the foreign affairs agencies. Based on his decisions, we can
all work together productively to carry out this historic
change.

I give high priority toc sustainable development and
humanitarian and transition assistance. The new State-USAID
tie will enhance the cohesiveness of these efforts with our
- foreign policy, without compromising your responsmblllty for
management of USAID’s programs. ‘

Assistance promotes many of our key geoals, such as
democratic and economic reform, preventing and mitigating
crises, helping vulnerable populations and addressing global
problems ranging from HIV/AIDS to climate change. Our hopes
for peace in Bosnia, improved economies in Africa, renewed
growth in Asia and robust democracy in the New Independent
States all require USAID’s sustained contribution of resources.
and expertise. For all of these reasons, I am committed to.
protecting resources for assistance.

In November at the worldwide meeting of mission directors,
I praised USAID as the world’s best development organization
and said the USAID team has never been stronger. We must build
on these strengths to shape a structure that integrates
assistance even better with our other international affairs
priorities. : .

In Under Secretary»Cohen’s and my messages in November to
employees of foreign affairs agencies, we touched on how
integration will work. Let me elaborate on how this should
~apply to the new State-USAID relationship. Under the Act,

USAID will remain a separate agency with a separate

The Honorable
J. Brian Atwood,
Administrator, :
' Agean for’ Internatlonal Development



appropriation and the management tools it needs. The
Administrator will report to and be under the direct authority _
and foreign policy gquidance of the Secretary of State, and will
create development policy, implenment development and other
economic¢ assistance programs and manage and administer these
programs.,

To maximize coherence in our goals and endeavors T will
review USAID’'s strategic and annual performance plan, annual
budget submission and appeals, and allocations and significant
reprogrammings. I will delegate or redelegate to USAID the
functions and authorities it requires fo carry out its mission.
In carrying this out smoothly, we will establish and use State-
USAID coordination mechanisms. We look forward to USAID's
continuing its excellent work in coordinating assistance with
foreign and international donors and U.S. NGOs.

Reorganization will include the merger of USAID’s press
office with State’s Bureau of Public Affairs, and the
consolidation of certain administrative functions with those of
State. Under the Act, the Secretary and USAID Administrator
are to recommend what further steps can be taken to eliminate
- duplication; and we have begun by identifying several of these
in the President’s report. .

As we carry out the President’s overall plan, we will
sustain our intensive reinvention efforts to increase
effectiveness and efficiency. To this end we have created the
Corporate Board chaired by the Deputy Secretary to consider
broad priorities, cross-cutting issues and long-term planning.
Although set-up costs will prevent early savings, integration
will streamline functions and administration, provide more
opportunity for reinvention and widen the circle of those
involved. We will weigh best practices from all agencies and
operate in a spirit of partnership. :

' Assistance programs play a vital role in helpinq America
meet its foreign policy and international humanitarian
challenges. Partly because USAID is a beacon of leadership and’
dedication, the United States is able to mobilize many more
efforts by other donors. We can serve our shared goals even
better as our two agencies cooperate. even more closely.

. Sincerely, :
| JULL&M?J,QUCL&. I)lla.;%fkigk

Madeleine K. Albright'
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' THE SECRETARY OF STATE
WASHINGTON .
’ September 28, 2000»

MEMORANDUM FOR: 'Under Secretaries, Assistant Secretaries
' USAID Assistant Administrators

FROM: :  Madeleine K.\Albrlght)&hxulu CDLb»gbg—

- ~ J. Brady Anderson éZé 3
SUBJECT: . Guidance and Reconmendations to Improve

- Cooperation and Coordination between the
Department of State and the U.S. Agency for
Internaticnal Development . - : :

Following enactment of the Foreigh AffairsAReform and -
Restructuring Act of 1998, the Department of State and the U.S.
Agency for International Development (USAID) accelerated efforts
to work more closely in making development and other economic
assistance a central element of U.S. foreign policy. Among the
efforts was my decision, with the concurrence of then '
Administrator Atwood, to mandate the creation of a joint State-
USAID Review Team to examine and make recommendations on broad
foreign assistance coordination issues. We designated Anne
Richard of S/RPP and Thomas Fox of USAID/PPC as co- leaders of
thlS Review Tnam

'Administrator Anderson and I have carefully reviewed the
report and recommendations of the State-USAID Review Team. The
Team has developed sound and practical recommendations for

enhancing cooperation and coordination bétween the two agencies.

These recommendations address elaboréting'and standardizing the

'process by which we set clear objectives, develop planning and -

budgetlng guidance, formulate annual budget requests, and

implement the results of Congressional and the Admlnlstration s
budget dec1510ns

We are pleased to endorse the Review Team’s planning and
budgeting recommendations contained in the “State and USAID
Actions for Consultation and Coordination’ paper (attached at
Tab 1). This paper provides guidance that will help ensure
improved coordination between State and USAID. in the planning
and budget cycle for both organizations. As illustrated‘by our
recent meeting to review USAID’s Sustainable Development
assistance budget request for FY 2001, the procedures outlined

\



’relatlonshlp: remain unchanged.)”

in the “Actions” paper are already being put into place,
resulting in a more coherent approach to setting objectives and
budgeting. To build further on these improvements, we will need
your help and the active engagement of your bureau.

- As one of the first steps needed to implement these
recommendations, we believe it is important that each Assistant
Secretary and Assistant Administrator designate a senior officer
as contact points for interagency program resource issues and
related personnel and operating expense ‘issues. Within State,
the contact should be a Deputy Assistant Secretary. The
Coordinators for assistance to Eastern Europe and the New
Independent States of the Former Soviet Union will continue to
perform their current roles. Within USAID, .the contact could be
the Assistant Administrator or a Deputy Assistant Administrator.
As a second step, we ask that you look ahead to the summer
budget reviews and how you want to achleve the desired
coordination. i

The Team has given careful thought to sharpening the
distinction between circumstances calling for using the Economic
Support Fund (ESF) from those calling for using development
assistance funding, which includes both the Development
Assistance (DA) and Child Survival and Diseases (CSD) accounts
as well as .the Administration’s proposed Development Fund for

' Africa (DFA). The State-USAID Team produced a paper entitled

“Policy Guidelines for Using the Economic Support Fund and”
Development Assistance Funds.” We endorse the Team’s
“Guidelines” (attached at Tab 2) as a startlng point . for
dec1510n~mak9rs in both organizations.

_ Taken together, the USAID4State Team’s papers promote

reaching “maximum coherence and coordination in working with
other USG agencies, dohors, and multilateral institutions,” a
fundamental goal articulated in the June 4, 1999, transmittal

memorandum on the State-USAID relationship. 'These documents

also further highlight “the role of the Administrator in making
development policy and managlng and administering development
and other economic assistance programs, under the direct
authority of the Secretary of State. (All other reporting

i

7

While the Review Team is now disbanded, we have directed
follow-up on two important issues. We are asking State’s Office
of Resources, Plans and Policy (S/RPP) and USAID's Bureau for
Policy and Program Coordination (USAID/PPC) to assess the extent
of problems- related to the planning and implementation of State-
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gttachments:

initiated (or Congressionally-mandated) small assistance
programs, including in countries where USAID has no resident
staff presence. The EB Bureau will have the lead for State in
working with USAID/PPC to improve coordination on donor
assistance between the U.S. Government and other donors and the
lnternatlonal institutions.

During its deliberations, the State-USAID Review Team -
identified c¢oportunities for closer cooperation between State

‘and USAID. The “Additional Recommendations'to‘Improve
Cooperation and Coordination” paper (attached at Tab 3)

identifies actions to broaden understanding ‘and cooperation
between the two organizations. In many cases, State and USAID

" can implement these actioné at little or no 'cost. We urge

bureaus and offices to give careful consideration to these
recommendations and report back on which ones you w111
implement.

X

!

In addition, the State-USAID Review Teem prepared short

overviews of the planning and budgeting processes for ESF and DA
as well as some of the major influences and constraints involved
in -managing these accounts. We invite all Assistant Secretaries

and Assistant Administrators to review these papers and share

them with your staffs. Copies are prov1ded as attachments {(Tabs

4 and 5) to this Memorandum.

A

Tab 1: State and USAID Actlons for Consultatlon and
' Coordination-

. Tab 2: Policy Guidelines for Using the Economlc Support Fund:

. and Development Assistance Funds
Tab 3: Additional Recommendatlons to Improve Cooperatlon and
S Coordination :
Tab 4: The Ec onomlc Support Fund: Budget Process and
' Influences. '
Tab 5: Influences on USAID Sustalnable Deve*opment Budget

~
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'STATE AND USAID ACTIONS
TO IMPROVE COOPERATION AND COORDINATION

. This paper presents a number of actions in the policy,
program, budget and implementation processes that are to be taken
to improve State/USAID cooperation and coordination on
development and other economic assistance. They have been
approved by the Secretary and the USAID Administrator and are
consistent. with the interagency agreements set forth in the June
4, 1999, memorandum from the Secretary .to the Administrator.

Within State, the Office of Resources, Plans and Policy
(S/RPP) in cooperation with the Office of the Policy Planning

" Staff (S/P) will lead on broad coordination issues with USAID.

Within USAID, the Bureau for Policy and Program Coordination

(PPC) and the Bureau for Management (M) will have the lead on
these issues. These four central offices/bureaus will meet
regularly to assess progress in improving cooperation and
coordination. .Their staffs will participate in the major ‘
meetlngs in Washington related to plans and budgets At overseas
posts, Chiefs of Mission will be expected to take the lead in
assuring mutually beneficial cooperation and coordination between .
State and USAID, with attention to the preparation of the
planning and budgeting documents discussed below. .

Also as a general principle, the four central offices will:
take the lead in assuring that relevant State and USAID Bureaus
provide periodic feedback to theyfield about the planning .and
budgeting processes, including but not limited to a.) substantive
reaction to planning and budget submissions from the field, b.)
information on the Secretary’s and the Admlnlstrator s decisions

.regarding budget submissions to OMB, c.) details of the final
‘President’s budget decisions, and d.) the results of Secretary S

and the Administrator’s decisions on the allocatlon of
approprlated ‘funds.

i

MULTI-YEAR STRATEGIC PLANS

Department/Agency Strategic Plans - Overall U.S. foreign
policy and foreign assistance goals are articulated by the

'Secretary of State in the multi-year ‘International Affairs
Strategic Plan. Development, and other economic assistance goals

and objectives are further elaborated in USAID’s multi-year
Agency Strategic Plan (ASP). USAID participates in déveloping
the International Affairs Strategic Plan and State participates
in preparing USAID’s ASP. Participation will be carried out
through the four central offices: S/RPP and S/P for State prior
to review of the ASP by the Secretary -- PPC and M for USAID.
These offices will involve other interested units within their

¢

'



organlzatlons and will assure consistency between the two broad
planning documents. .

Preparation of the USAID Countgy Strategic Plans (CSP) -
USAID will prepare multi-year CSPs and Chiefs of Mission will
clear them for consistency with USG country objectives.

USAID Washington Review of Country, Regional and Global
Strategic Plans - Cognizant USAID regional and global bureaus
. wWill review and approve the CSPs. Appropriate .State regional and
. functional bureau represéntatives will part1c1pate in these
rev1ews. : .

'ANNUAL PLANNING AND BUDGET GUIDANCE FROM WASHINGTON

A primary goal of the annual planning and budgeting guidance
is to communicate major priorities of the Administration, as’
enunciated by the Secretary, and elaborated by the Administrator,
so that overseas missions can develop programs and budget
requests that reflect those priorities.

o Program and Bu@get Guidance, USAID - The USAID planning and
'budget process begins in December with the issuance by PPC and M
- of annual planning guidance, which sets the parameters for
submission by overseas missions and other operating units of
Results Reviews and Resource Requests (R4) documents. R4s report
on how the USAID program is performing relative to expectations,
and they make detailed requests for rescources (program funds,
staff and operatlng expenses) for the planning period. State
‘reviews R4 guidance to the field and ensures its consistency with

State’s guidance for preparing the annual Mission Performance
Plans (MPPs).

Program and Budget Guidance, State - S/RPP and S/P, working
with the Bureau of Finance and Management Policy (FMP) and the
"Office of Management Policy and Planning (M/P), prepare and
coordinate the annual MPP guidance at about the same time as

© USAID’s R4 guidance.is framed. USAID will participate in the
development of MPP guidance. '

Both forms ofannual guldance will 1dent1fy any- geographic

and functional priorities to be considered as the MPPs and R4s
-are prepared

Timing of the Program and Budget Processes - Statrting with
guidance on the Fiscal Year 2002 budget, efforts will be made to
assure that the successive steps in the planning, programming and
budget processes in State and in USAID take place at roughly the
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same time to assure maximum coordination.

FIELD PREPARATION OF ANNUAL PLANNING'AND BUDGETING DOCUMENTS

The vast majority of all foreign assistance programs should
be proposed, vetted and decided upon through the normal R4 and
MPP processes. New program proposals must identify the current
and following years’ funding implications, regardless of the
proposed funding sources, as well as any significant staffing and
operating expense implications. Potential sources include DA,

"ESF, FSA, SEED, PL 480, disaster assistance (IDA), and INCLE

funds. Approved guidance on determining whether DA or ESF should .
be used to fund an activity will be used in preparing the annual
documents (DA is defined as the Development Assistance, Child

Survival and Diseases and, for FY 2001, the Development Fund for

‘Africa accounts).

USAID Preparation of R4s - Based on the annual guidance,
USAID overseas missions prepare R4s, which will be cleared by
Chiefs of Mission for consistency with overall USG country
objectlves : S

State Preparatlon of MPPs - Under the superv151on of the
Chlef of Mission, Country Teams will prepare MPPs. USAID
missions will participate  in this process, and main elements of
the Ré4s will be reflected in the MPPs.

In countries where USAID has no staff presence, the USAID.

‘regional bureau or office responsible for the country should be
. consulted eazly in the preparation process, and their inputs will

be 1ncluded 1n the MPP submltted by the Embassy.

As in the past, prog:am and budget proposals in the R4s and
MPPs will remain tentative until final decisions have been made
on the President’s Budget and communicated to .the field.

WASHINGTON REVIEWS OF ANNUAL PLANNING & BUDGETING DOCUMENTS

To promote consultation and communication in Washington,
each State bureau and corresponding USAID bureau will confer to
identify issues of development and other economic assistance
including issues arising between MPPs and R4s. The bureaus will
develop possible solutions for these issues. . The best practice

- 1s to communicate regularly and well in advance of the review

sessions described below.

Each State and USAID bureau should also designate a contact
point for interagency program resource issues and related
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personnel and operating expense issues. Within State, the
contact should be ‘a Deputy Assistant Secretary. Consideration
could be given to detailing a senior USAID employee to help carry
out this role. For Eastern Europe and the New Independent
States, the respective Coordinators will continue to perform this
function. Within USAID, the contact could be the Assistant
Administrateor or a Deputy Assistant Administrator.

USAID Reviews of R4s — USAID Washington reviews of R4s take
place during the Spring, chaired by the USAID operating: bureaus

‘responsible for the programs under review. Relevant USAID and

State bureau representatlves w1ll part1c1pate in these R4
reviews.

Review of MPPs - State regional bureaus will conduct reviews
of Country Team MPP submissions, also during the Spring. To

- ensure that other viewpoints are represented, relevant State and -

USAID bureau representatives and officials from cther agencies
will part1c1pate in these MPP reviews. -

NQTE: In State and USAID, only about one-third of the MPPs
and R4s submitted each year are. reviewed in senior interagency

fora.  Cognizant desk offlcers organlze the review and comments
on the remainder.

WASHINGTON PREPARATION OF BUDGET SUBMIS‘SIONSY

USAID Bureau Submissions - Following the R4 reviews, USAID
Assistant Administrators will decide on budget requests to the
Administrator, and their bureaus preparé the annual Bureau
Program and Budget Submissions (BPBSs). Bureau submissions
present program, budget and staffing requirements for the budget

year and a synthesis of the bureau’s overall .performance and
- progress and will be submitted to M and PPC in early July. State

representatlves consult on the development of the BPBSs

State Bureau Performance Plans - Following the review of
MPPs, State Assistant Secretaries also decide on budget requests,
and their bureaus will prepare Bureau Performance Plans (BPPs),
which cover both program and operating expense resources. USAID
representatives will participate in the preparation of the BPPs,
which will be submitted to S/RPP, S/P, M/P, and FMP in mid-June.
Assistant Secretaries also lead 1nteragency iteams, 1nclud1ng
USAID, that will prepare materials for Senior Policy and Resource

Reviews with the Secretary or other Department Pr1nc1pals (see

below) .
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USAID Administrator Reviews - The USAID Administrator will
conduct a series of BPBS reviews with each Assistant
Administrator during late summer. The relevant State A551stant
Secretaries or SEED/NIS Coordinators and S/RPP and S$/P
representatives will be invited to participate in the review for
each bureau. The reviews will cover both geographic and
functlonal programs. : g

State’s Senior Policy and Resource Reviews - During the late
summer, the Secretary or another State Department Principal will
chair reviews in which each regional and functional assistant
secretary will present policy priorities and resource requests.
Relevant State bureau senior staff, senior USAID officials and
representatlves from other agencies will be 1nv1ted to
part1c1pate in the reviews: ’

Preparation of USAID Budget Request: to OMB - Based on the
results of the Administrator’s reviews (including the input from
‘State), M and PPC will make recommendations to the Administrator
on USAID’s annual budget request to OMB for USAID managed
accounts. .

( Preparation of State Budget Request to OMB - Based on the
results of the Senior Policy and Resource Reviews, S/RPP and S/P,
with USAID participation, will work with relevant bureaus to
prepare budget recommendations for those program funds (including
the FSA and SEED accounts) over which State has direct control.
The Under Secretary for Management will oversee the preparation
of recommendatlons for operating expenses and other programs that
State/M traditionally oversees. ‘

_ » k

USAID Administrator’s Decisions - Based on the materials
prepared for the Administrator, and informed by State staff
recommendations on ESF (over which State has decision
responsibility for policy and country amounts, in consultation
with USAID) and DA, the Administrator will make decisions on the
USAID request to OMB. The Administrator will, also make a request
on SEED and FSA that is fully coordinated with and has the
concurrence of the respective Coordinators. The SEED and NIS
Coordinators will tontinue to perform the functions specified in
legislation and in their respective charters.

Preparation of the Function 150 Reguest to OMB - Based on
the results of State budget recommendations, the budgét requests
of other agencies and specifically taking into account the USAID
Administrator’s decisions, S/RPP and S/P, in consultation with
PPC, and M, will make recommendations to the Secretary on




resources for.all international affairs ‘activities.

Secretary’s Review — As part of the Secretary’s overall
review of the proposed Function 150 request, the Secretary will
meet to review the USAID budget with the Administrator prior to
submission of the Function 150 budget request to OMB. S/RPP will
inform USAID of the Secretary s overall Function 150 budget
dec1510ns. '

OMB BUDGET . REVIEW AND DBCISION PROCESS : :

'OMB Budget Hearlngs - 'OMB will hold a number of hearlngs on
the componenfts of the State/USAID budget requests in October and .
early November. Representatives of both State and USAID bureaus,
to the extent that they have a responsibility for or significant
interest in the programs under _consideration, and staff of the
four central offlces may part1c1pate 1n these hearings.

Dec151on Making Process - After meetings with the OMB
Director, OMB staff will “pass back” the Director’s initial
décisions, normally just before Thanksgiving, with a deadline of
up to a week for appeals to the Dlrector. o

» Coordlndtlon of State and USAID Appeals - After consultation
with PPC and USAID/M, S/RPP and S/P will prepare, for review by
the Secretary,‘any necessary consolidated appeal. to OMB for both
agencies and, if needed, an appeal to the President. The
Secretary will consult with the Administrator if there are any
issues affecting USAID-managed programs through arrangements made
by S/RPP and PPC. Both State and USAID officials will
participate in discussions with OMB about their appeals and in

any meetings wlth the Pre51dent _that 1nclude issues within thelr
purv;ew '

Unresolved appeals are submitted to the-PreSident,«who
normally makes the final decisions before Christmas.’ '

BUDGET JUSTIFICATIONS TO CONGRESS AND RELATED DOCUMENTS

Congressional Budget Justifications - After final budget
decisions, the four central offices will coordinate on budget
justifications to Congress, which are called Congressional
Presentation Documents (CPDs).  S/RPP will review USAID’s CPD and
will provide to USAID for review those portions of thé Foreign
Operatlons CPD documents that deal with USAID programs. After
review by the Secretary, CPDs will be transmitted to Congress on
~or shortly after February 1, the date on whieh the President’s




Budget must be‘transmitted.

USAID Annual Performance Plan and Report - USAID’s Annual
Performance Report and Annual Performance Plan documents, which
are required by legislation, will be prepared by PPC in
consultation with S/RPP. The Secretary and then OMB will review
the Plan and Report before transmlttal to Congress

ALLOCATION OF FUNDS AFTER APPROPRIATIONS ARELENACTED

USAID Actions After Appropriations - Following enactment of
the annual appropriations bill, M and PPC working with the Bureau -
for Legislative and Public-Affairs and with the Office of the '
General Counsel will analyze legislative provisions and report
language to determine eonstraints on programming within the
appropriated amounts. 'In addition, they will consult with - .
Congressional committee staffs. Based on this work, M and PPC
will develop recommendations on allocations of funds of the
budget accounts. for which USAID is responsible. S/RPP and S/P
will participate in this- process, and State v1ews will be
presented to~the Administrator when he makes his dec181ons

State Actlons After Approprlatlons - S/RPP worklng w1th the
Bureau of Legislative Affairs and the Office. of the Legal Advisor
will also oversee an analysis of appropriations acts and make
recommendations to the Secretary on ESF ‘and -other Foreign :
Operations allocations. USARID (M-and PPC) will. participate in
this process and will work with S/RPP to determine how to respond
to Congressicnal requirements that may be met from more than one

"account. USAID'views will be presented to the Secretary when she
makes her decisions on these accounts and simultaneously rev;ews
the AID Administrator”s allocations that have policy and ‘
budgetary significance. Absent major Congressional: budget

‘-‘reductlons, there should be no-issues over implementing programs

approved by the Secretary in the Congre851onal Presentatlon
Document :

R_ports to Congress - Followzng the. Secretary s and the
Administrator’s decisions on country levels for each relevant
account, State and USAID staffs will prepare reports to Congress
‘on these allocations, as required by Section 653 (a) of the
Foreign Assistance Act. These reports are due 30 days after
enactment of Foreign A551stance Approprlatlons




' OUT OF CYCLE PROGRAMMING AND BUDGETING ACTIONS

Mid Year Reprogramming — As emergency needs arise during a-
fiscal year, S/RPP, M and PPC will consult on the availability of
resources to meet the unanticipated needs and on the opportunity
costs of reprogramming. Any funding proposals from bureaus and
offices should take into account guidance on determining whether
DA or ESF is most appropriate funding source (if relevant). It
may be necessary to set aside a portion of the requested funds to
help defray unplanned costs associated with design, management
and other reguirements. 'State and USAID bureaus should. engage
S/RPP and M-PPC as soon as possible in the planning process to
meet an unforeseen need and must obtain their clearance.

. Information Needed in Out of Cycle Proposals - Action memos
requesting decisions on out of cycle proposals must identify
funding implications for the current and following years and the
source (s) of the funds. The memos must also. address how the
proposed program or activity will be managed and how the
associated staff and operating expenses will:be covered.

File: Actions 12-8
- Dhijkerman/PDuSault/RGlass



+ POLICY GUIDELINES FOR USING THE ECONOMIC SUPPORT FUND
AND DEVELOPMENT ASSISTANCE

This paper presents general guidelines toiasSist in making
policy decisions on whether to use the Economic Support
Fund (ESF) or development assistance (DA) to finance a
foreign assistance activity. The term development
assistance is defined to include both the K Development
Assistance and. .the Child Survival appropriation accounts
and, starting in 2001, the Development Fund for Africa.
Consideraticns relating to the avallablllty of funds must’
valso be addressed

Legislation ~ The Fo;eign‘AséistanCe Act of 1961, as
- amended (FAA), governs the uses of both ESF and DA. Under
that Act . and subsequent delegations of authority:

s ESF is provided in recognition that, under special
economic, political or security conditions, the U.S.
national irterest may require economic ‘support for
countries in amounts. that could not be justified solely
under Development Assistance authorities. ESF is
intended to promote economic and political stability and
may be made available to promote those objectives. To
the maximum extent feasible, ESF is to be used consistent -
with the policy directions, purposes and programs of Part
I of the Foreign Assistance Act. (which includes the DA
authorities as well as authorities for other programs
such. as dlsaster assistance and aid to the former Soviet
Union.)

e ESF policy decisions and justifications' are to be decided
by the Secretary of State in cooperation with USAID.

e There are extensive legislative provisions governing the
purposes for which DA may be provided. :Congress has
declared the principal purpose of DA is' to help the poor
majority of people in developing countries to participate
in a process of equitable growth through productive work
and to influence decisions that shape their lives. It
has the goal of increasing their incomes and their access
to public services in order to enable them to satisfy

their basic needs and lead lives of. decency, dignity and
hope. '



e DA alloratlons are to be decided by USAID in consultatlon
with State and reviewed by the Secretary conSLStent with
the Foreign Affairs Reform and Restructuring Act of 1998
and subsequent Executlve Order and delegatlon of
authorlty.

Basic Criteria - In determining whether ESF or DA is the-
most appropriate source of funding for an activity, three
broad criteria are used, but the relative importance given
to each criterion differs for each type of funding. The
three criteria.are: the U.S. foreign policy interest, the
recipient’s need for assistance and the recmplent's ability
to use the funds effectlvely for development

i

Each criterion weighs differently in determining whether to
use ESF or DA funding. The relative importance of broad
foreign policy objectives is given relatively greater
weight when allocating ESF, whereas the development need
~and ability of the recipient to use the funds effectively
for development are given relatively greater weight in
allocatlng DA. Nevertheless, in making DA decisions, other
U.S. foreign pollcy interests will be con31dered, and in .
‘'making ESF decisions, need and the llkely effectlveness of
the aSSLStance will be taken into account.

Prlnc%ples ~ The followlng pr1nc1ples prov;de additional
specificity and guidance for decisions on. ‘which type of
funding to use. In applying them, the best practice is
that State and USAID, both in the field and in Washington,
engage each other as early as possible after a proposed
program or activity has been identified to allow time for a
careful determination of the appropriate type of funding.

> In‘general; the use of Developmént,Assistance.fnnds
should be favored to the extent that:

e a development need exists and there wlll be a forelgn
policy benefit from providing the aSSLStance,

‘e it is reasonably likely that the funds can be used
effectively to achieve a developmental goal because of
the recipient’s demonstrated commitment to development
(a good partner) or sustained ‘good performance, :

e there is an expectation that the financing will cease
if funds are not being used effectively to achieve
mutually agreed developmental results, and ‘
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e the results of the assistance w1ll be judged primarily
against development criteria.

> In general, the use of the Economzc Support Fund should
, be,favored to the extent that:

e the U.S. national interest requires economic support
‘for countries in an amount that could not be justified
solely in terms of the factors descrlbed above e
regarding the use of DA,

e the desired results are judged in large part in terms
of,economlc and political stability. (It should be
noted that achievement of such results is often
heavily affected by external factors, Wthh can delay
or frustrate progress.),

¢ assistance to sérve the objectlves is to be provided
in ways that differ from standard DA mechanisns,
e.g., as budget or balance of payments support, and

e there is very little development need.

~» For ESF~programs, unsatisfactory progress in achieving
- narrower developmental objectives need not be a cause for
termination of funding if the broader purposes of the
- program. are being served. - < _

> Both DA and ESF can be used in the same country. For -
example, a certain level of DA could be justified and ESF
could also be used for complementary activities.

» In determining the sources of funding that might be
available for an assistance activity, the existence of :
statutory authorities and restrictions regarding the use
of funds from each appropriations account, and the
availability of funds in each account, are factors to be
considered. . However, the determination of the account
from which ultimately to fund the activity should be made
on the basis of the guidelines set out above.

.Shortage of ESF Funds: If a proposed activity would '
normally be funded from ESF but insufficient ESF resources
are available and if the provision of DA as a substitute
would exceed the amount that development criteria would
warrant, then the use of other funds will be considered.
Funds from other accounts within Function 150 (for example,
‘Peacekeeping Operations) and then from outside the function




(for example, as a drawdown of Department of Defense goods
and services) should be considered for use if that use is
consistent with the underlying authorities of the potentlal
funding source. Consideration should also be given to
consulting with Congress about. using additional DA funds,
and, depending on the magnitude of the need, to seeking
supplemental approprlatlons.~. z '

State-USAID Task Force/ESFvsDA 1-14. doc
-revmsed 08/17/2000
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‘ADDITIbNAL RECOMMENDATIONS TO IMPROVE COOPERATiON ‘
AND COORDINATION BETWEEN THE DEPARTMENT OF STATE AND THE U.s.
AGENCY FOR INTERNATIONAL DEVELOPMENT

The Secretary of State and the Administﬁator of the U.S.
“Agency. for International Development have approved the paper
*State and USAID Actions to Improve Cooperation and .
Coordination” which describes a range of actions related to the
planning, budgeting and program impleméntation. processes. This
paper discusses additional actions to broaden understandlng and
coordination between the two organizations. . In many cases,
State and USAID can implement these actions at little or no
~cost. The Seécretary and the Administrator urgé bureaus and
offices in both organizations to give careful consideration to
these recommendations and support the follow on efforts
proposed. . :

ESF Apportionment Process : . a

S/RPP and USAID’s Office of Budget (M/B) will co-lead a
review of the ESF apportionment (release of funds) process. The
current system was not designed to handle the increasing number
of apportionment requests now handled annually, or to be
responsive to the increasing number of cases where the funds
‘must be made available rapldly in. emergency and post-conflict
‘settings. The review will focus on streamlining the steps in
the process and on accelerating action consistent with Office Of
- Management and Budget guidelines. Among the issues for review
would be guidelines regarding use of program funds for program .
management and monitoring, standardization of documents at each
step of the process, enhanced bureau capabllltles to monltor the
process, and more systematlc llalson with. OMB

Joint Conferences

Joint State-USAID conferences offer an opportunity to
broaden understandings of each agency’s perspective.. The
efforts of State’s 'OES and USAID’s Center for Environment to
“Jjointly plan a Summer 2000 conference for both State EST
“officers and USAID Environment officers is a‘p051t1ve example.
State and USAID could also invite representatives from the other
agency to participate wherever possible -in each others’ regular
conferences, such as Chiefs of Mission Conferences and USAID
Mission Director Conferences. . Inviting State planning and
budgeting officers to partlc1pate in regional conferences of -

. USAID program officers is another option.
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Enhanced Training

Opportunities exist to promote stronger State-USAID
coordination by incorporating additional materials in
appropriate courses offered at the National .Foreign Affairs
Training Center. For example, the Ambassadorial and DCM
Seminars could devote additional emphasis to presentations by
USAID dealing with the Strategic Plan and the practical
constraints under which USAID operates in complying with Federal
procurement regulatlons and Congressional requirements.

- The Natlonal Forelgn Affairs Training Qenter‘has responded
to the International Affairs agencies’ recent increased emphasis
on strategic planning. A logical next step, already the subject
of preliminary consultation between S/RPP and NFATC staff, could
be to develop training materials on resource management issues
for tradecraft and other courses. One.suggestlon might be
simulation exercises related to aspects of the inter-agency
budgeting process in Washington. Such material would be useful
for staff members going to planning officer positions in State
bureaus, and for USAID officers. This formal training could
provide a useful supplement to the efforts that S/RPP,
USAID/PPC, and USAID/M make to increase appreciation for and
expertise on resource issues at both State -and USAID.

Exchanges of Personnel

Two-way exchanges of personnel between State and USAID A
offer clear benefits to both agencies if they can be structured
to facilitate greater understanding and technical coordination
as well as share information in specific areas such as
-grantmaking and strategic program: implementation. For example,
USAID could invite State to send officers to work as USAID desk
officers for our four priority democracy and governance-
countries: Colombia, Indonesia, Nigeria, and Ukraine. . In
technical areas, a State bureau might send a person to work in
USAID’s Global Bureau Environment Center. to work on global
climate change issues or to the Democracy Center to work on
corruption or the rule of law. S/RPP and S/P could exchange
staff with PPC or M for a three to four month period during
which both agencies conduct senior level policy and resource
reviews. This could be instrumental to institutionalizing
information sharing and enhancing coordination of the
Secretary’s and the Administrator’s budget requests to OMB and.
Congress. Exchanges have been a success ln the past, but
currently are seen as an exception.. While staff shortages in



both agencies may 'limit the number of long term exchanges, short
term details may be more feasible and can have value to both
agencies. -

Better Understanding of the Budget Processes

While énhanced formal training should enable State and
USAID planning and resource management officers to become more
knowledgeable, effective performance also depends on the
continuing support they receive from bureau front offices.
Front offices should encourage planning officers to operate on

an inter-agency basis and exchange information on the full range

of U.S. Government assistance activities within a bureau’s
region or area of functional competence. Expertise in plannlng
‘and resource management should be recognized and rewaxrded.

While relations between the State and USAID bureaus respon51ble
for Latin America have hlstorlcally been strong, the mid- to

. late-1990s offered a particularly good example of close and
mutually-beneficial cooperation. ‘Examples of the close working
relationship included working jointly to develop proposed
assistance programs and individual project activities in
selected countries and maintaining a dialogue on country
assistance strategies with the appropriate international
financial institutions. Informal information sharing between
the twe bureaus and close cooperation.early on in determlnlng
‘budget priorities yielded a more coherent budget development
process and an improved ability to defend the budget request.

il
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THE ECONOMIC SUPPORT FUND: BUDGET PROCESS AND INELUENCES

‘Introduction

International Affairs agencies in recent years have been
busy in developing tools to forge new links between U.S.
national interests and the program resources intended to promote
those interests. The adoption. of the International Affairs
Strategic Plan in 19387 gave rise to what is becoming a more
systematic effort to translate broad worldwide goals into
region-wide and country specific objectives.

This paper provides a brief history of Economic Support
Fund (ESF) assistance and considers some of the influences on
its evolution. The paper outlines how Country Teams and agency
headquarters in Washington develop the annual ESF request for
the President’s Budget, wherein State bureaus increasingly seek |
ESE to fund new initiatives. There is a discussion of how that
request moves through the legislative process, including a
growing tendency by Congress to direct ESF for specific .
programs/purposes, and how, after Congressional ‘action, funds
are allocated and the program is implemented. Due to perennial
funding shortfalls, competition for the relatively small amounts
of discretionary ESF-is intense. In addition, because even the.
best planning process can not anticipate every contingency, the
paper will review how the Administration can respond to needs
arising after appropriations have been enacted.

Brief<HiStory

O . ¢

Predecessor funding authorities for what is now ESF were -
~enacted in the early Cold War peériod. This -budget account
offered successive Administrations a means of promoting the
political and economic stability of allied and friendly nations
by providing relatively large amounts of quick disbursing.
assistance. For several decades the lion’s share of the fundlng'
was allocated to countrles around the periphery of the Soviet
Union. This assistance sometimes took the form of direct
payments to governments in exchange for U.S. use of overseas
military facilities. Current ESF legislation calls for this
assistance to be used to the maximum extent feasible to promote
long-term economic development, and many individual ESF projects
‘are developmental. Other foreign policy objectives have

- generally been dominant in determining where and in what amounts
ESF will be provided. In contrast to Development Assistance,
the leglslatlve prov131ons governing what is now ESF have been

t



relatively simple and permissive, giving the President needed
flexibility in its use. Since the late 1970s, ESF has been a
major mechanism for supporting the Camp David Accords. With the
termination of Cold War related programs and the continuation of
Middle East Peace related ESF assistance, normally in the $2
billion range, Peace Process spending has accounted for more
than 85 percent of total ESF. A more recent development, still
relatively small in dollar terms, is the effort to use ESF to
promote region-wide goals and functional goals, such as
democratic participation in an increasing number of countries
~and environment improvement. The Executive and Legislative

" branches share responsibility for the initiation of such
efforts.

The Annual Plogram Budget Devel‘pment Process Actions in the
Field

The 1987 adoptlon of the Internatlonal Affairs Strateglc
Plan has been among the most significant in a series of recent
efforts to translate broad U.S. national interests and strategic
goals into programs and plans that promote U.S. foreign policy
interests. Based on the multi-year strategic plan and more
specific annual guidance from Washington, embassy Country Teams
recommend program activities that support U.S. foreign policy
- interests as well as the funding necessary to carry out those
activities. Detailed Embassy»recommendatlons are transmitted to
Washington as Mission Program Plans (MPPs). The MPP - which is
due to Washlngton 1n April - is the document that 1n1t1ates the
budget proceqs

The Process in Washiogton

The enhanced approach to 1nter agency plannlng overseas is
evident in Washington as well. The Secretary of State has
directed that each regional Assistant Secretary chair inter-
agency meetings to evaluate both policy goals and funding
recommendations provided for in the MPPs. Pursuant to these
. meetings, regional Assistant Secretaries may recommend program
activities and associated funding not provided for in mission
MPPs, such as activities that support regional foreign policy
objectives. As the MPP process evolves further, however, the
expectation is that the MPPs 'will include a hlgher proportlon of
such funding recommendatlons. :

_ Concurrent with these inter—agency meetings, Assistant
Secretaries oversee preparation of Bureau Program Plans (BPP,

i



which address both program and operating resources) and present
their bureau policy and resource plans to the Secretary and/or
Corporate Board Under Secretaries during July, August, and
September. While the budget request for the upcoming fiscal
year is normally the primary focus of the Secretary’s review,
pending current year budget issues/constraints may also be
discussed. . These presentaticns allow opportunities for .
questions by the Secretary and other senior officials, but are
rarely occasions where ESF.budget funding levels are finalized.
In cases where an Assistant Secretary is requesting new or
additional ESF resources for a region, the justification for
such a request should feature prominently in the presentation.

- With regard to the growing number of proposals aimed at ,
'promoting regional objectives, USAID and a number of State
functional bureaus can play a role in supporting this portion of
the' budget preparation process by identifying activities
appropriate for ESF programs. Regional bureaus, however/ have a
mixed record in gaining USAID and functional. bureau support for
some of their ESF initiatives/programs.

-

ResolvingAFunding‘Differences-and Subhiséion.of the Budget .

Once the Secretary and/or Corporate Board Under Secretarles

have reviewed bureau presentations, the focus shifts to )
presenting the Secretary’s function 150 (International Affairs)
‘budget request to the Office of Managemént and Budget. As the -
Secretary’s resource advisor, S/RPP is responsible -- after .
consultations with State regional and functibnal bureaus and
USAID as well as-other Intérnational Affairs agencies -- for
presenting a budget function 150 recommendation for her
review/concurrence. Where budget differences exist between

' S/RPP ‘and assistant secretaries, S/RPP ensures that the .
Secretary is fully cognizant of such differences. During this
stage, the Secretary may speak with assistant secretaries about
funding differences before making her final decision. After the

Secretary’s decision, S/RPP prepares fhe function 150 budget for
submission to OMB. :

. The Function 150 budget submission is provided to OMB in
mid-Fall. However, the Department -- for a number of reasons --
rarely meets OMB’s September deadline. Subsequent OMB budget
hearings and negotiations with OMB result in its budget

“passback” (counterproposal), normally just before Thanksg1v1ng
During the following few days, S/RPP, on behalf of the
Secretary, negotiates informally with OMB to.raise account
funding to “acceptable” levels. These negotiations result in
. some compromises by both agencies in an attempt to settle as
many account levels as possible. If appeal issues cannot be

1
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settled during these informal negotiations, S/RPP subsequently .
prepares a formal appeal letter for:'the Secretary to send to the
Director of OMB. ' Concurrently, with submission of the appeal,
it is Secretary Albright’s practice is to call the Director to
make a personal appeal for additional resources.

Final negotiatiomns, including any formal appeal to the
President, are normally completed just before Christmas so that
‘OMB can complete the budget ‘database and print the budget
documents for the ?IQSldent'S budget rollout on the first Monday
in February. , A « .

During and after the appeal process, S/RPP works closely with®
program managers to adjust -the budget request to reflect final
negotiated levels and prepare two major international affairs
budget documents for transmittal to Congress: :

s . . : ; .
¢ The International Affairs Summary and Highlights document,

which is provided at budget rollout and presents a snapshot of

the President’s full budget submission for Function 150; and.

-0 The :Congressional Presentation (CP) for Foreign Operations.
_The CP. provides not only a detailed request for Forelgn
Operations but also gives Congress a comprehensive
‘justification, linked to the IASP, of the Pre51dent’s budget
submission for all of Function 150.

The Role of Congress

The Foreign Assistance Act of 1361 as amended (FAR)
provides the primary legal authority governing ESF. Because -
Congress has not passed a foreign opérations authorization-act
since 1985, amendment of the FAA - through a hodgepodge of
1eglslat1ve vehicles but particularly approprlatlons bills -- 1is
a regular feature of the annual budget process. Except for.
traditional funding levels for the Middle East Peace Process .
(Israel, Egypt, and Jordan)‘ the Administration has been mostly
- successful in its efforts to keep ESF earmarks to a minimum.
However, the Foreign Operations approprlatlons committees are
increasingly using report language to recommend/dlrect ESF for
specific programs/purposes. For example, the Congress has in
recent years begun earmarking ESF for polltlcallywsen51t1ve
programs seeking to support the'Iraqi opposition and Burmese
exiles/dissidents. Slgnlflcant Congressional concern over
delays in the Administration’s efforts to support non-
governmental organizations.in China have also resulted in '
Foreign Operations bill language directing ESF use. Congress.
routinely cuts the requested ESF amount in the neighborhood of



ten percent making what earmarks and directives there are more
onerous for the remaining program claimants. Periodically,
Congress also approves supplemental appropriations requests,

sometimes - for large amounts such as the $829 million enacted in
FY 1999. S

ESF Allocation Process

Taking into account ‘traditional funding levels and/or
earmarks for the Middle East, other Congressional earmarks,
Presidential priorities and certain other programs that are not
easily reduced, the amount of discretionary ESF available for
allocation is very limited. For example, in 1999 after funding
for the Middle East, and supplementals for Wye, Hurricane Mitch
and Kosovo are subtracted, $326 million was available but from
that amount other earmarks /directives/priorities/irreducables
(Haiti, emergency response in Kenya and Tanzania, Cyprus,
Ireland, South Pacific Fisheries, the Holocaust Victims Trust
Fund, and Africa’s Great Lakes) took over half, leaving only
about $150 million for all other uses. '

To the extent that Sustalnable Development assistance can be
mobilized for Pre51dent1al initiatives, the pressure on the ESF
account abates somewhat. -Nonetheless, the competition for these
limited resources is keen. ‘As mandated by the Secretary, S/RPP

has the lead ln sorting out the competlng demands for ESF
resources. .

The S/RPP Director, through informal consultations with
senior officials at State, particularly the Under Secretary for
International Security and Arms Control (T), and USAID, seeks to
build a consensus on ESF allocations. The intended outcome lS
an S/RPP ESF allocation recommendation to the Secretary.

S/RPP’s recommendations take 1nto account a number of
‘factors, including legislative earmarks and prohibitions, the
Secretary’s foreign policy priorities, and the requests by
regional assistant secretaries for “must-have” ESF program
funds. Although the consultation process is designed in large
part to settle ESF differences with regional assistant :
secretaries, limited discretionary ESF funding makes settlement
difficult. Therefore, S/RPP’s allocation recommendation memo to
the Secretary includes attachments from regional bureau
assistant secretaries, USAID, and possibly other concerned
partles conveylng their views to the Secretary

Once the Secretary makes her dec151ons on the
recommendatlons, S/RPP moves quickly to notify relevant bureaus
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and USAID of the ESF allocations.. This written feedback often
includes a pledge of good faith efforts to look for ways to make
up any unavoidable ESF program shortfalls. Conveying the
Secretary’s decisions on allocations in the ESF and other
accounts to the Bureaus/USAID takes considerably less time and
effort than fulfilling the statutory requirement of section
653(a) of the Foreign Assistance Act to report to Congress the
Administration’s allocation decisions. Policy considerations,
not timeliness, dictate how quickly the section 653 (a)
allocation report is provided to Congress. Rarely are ESF and
DA allocations included in the same 653(a) report.

Implementation

.Because of the competition for scarce resources, initial
allocations of ESF are made by the Secretary. Subsequently, the
Under Secretary of State for Arms Control and International
Security Affairs (T) makes ESF decisions pursuant to the
authority delegated to him by the Secretary. Once the»Secretary'
or T makes allocation decisions, there are a number of different
steps that lead to eventual obligation of funds. One of the
factors influencing the allocation process has been controversy
over how certain specific programs, particularly the
politically-sensitive Burma, China, and Irag Opposition
earmarks, will be implemented. Complicadted negotiations on
program implementation mechanisms have sometimes delayed the
providing of assistance. Delays have drawn Congressional ire,
making program implementation even -moré difficult.

The following examples represent a common sampling of the
various ways in which ESF is administered:
1. Approved USAID-Administered Programs: .For 'many programs

justified in the CP with approved allocations, USAID is

solely responsible for administration of the program. 'In.
certain cases, such as the Education for Democracy and

Development Initiative, an inter-agency process functions in

. program development and oversight. When USAID reduires
funding for the project({s), their budget office prepares an
apportionment (release) request to OMB. The apportionment is
cleared in State with the relevant regional bureau, the Legal

Advisor’s office, the Bureau of Political-Military Affairs:

(PM), the T staff, and S/RPP. After the apportionment is

cleared, the memo and corresponding ESF tracker is sent to T

for approval, and USAID forwards it to OMB. This process 1is

. identical for no-year, carry-forward, and current year
funding. USAID prepares the Congressional Notifications for

6
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the programs it administers and clears thé Notification with
State. - Once the apportionment is approved USAID implements
the program

2. Approved tateﬁAdmlnlstered Prggrams' -USAID administers the
vast majorlty of ESF programs. Nearly all ESF programs that
State administers: fall under global or regional accounts.
Because these accounts are broadly justified in the CP, these
programs, for the most part, further deflnltlon of activities
is required before approval by T and notification to
Congress. Additionally, because ESF is apportioned to USAID,
transfer or allocation of the funds from USAID to State must

. be effected pursuant to an FAA Section 632 memorandum of
agreement (MOA) between the two agencies. ‘The MOA is
normally drafted by the applicable USAID regional bureau.

ESF is transferred/allocated into an appropriate State
account (e.g., PKO, "INL) for administration of the
program/funds. Allocation memos and applicable Congressional
notifications are drafted for approval by T by appropriate
State regional (e.g., AF) functional (e.g., DRL), or, in scme’
cases, co-senders (e.g., AF and DRL for Africa democracy
programs). However, even when specific offices of either
~agency administer a program, each agency retains some
management responsibility for oversight.

3. State/USAID Reprogrammings: Due to quickly changing world"
events, ESF reprogrammings, at times, are necessary to -

. address unanticipated foreign policy priorities (e.g., East
Timor, Kosovo, etc.}. If applicable, ESF can be used to
address these unanticipated needs. 1In cases that require
personal involvement by the Secretary or other State
Department or USAID principal, S/RPP takes the lead on
identifying an appropriate ESF source. Because an A
appropriate source may cut across regionai bureaus, S/RPP, in

- most cases, will draft the decision memo to the Secretary.'
Once a decision is made by the Secretary, the rest of the
process outlined in 1 or 2 above applies.

¢ .
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INFLUENCES ON USAID SUSTAINABLE DEVELOPMENT BUDGET

The USAID budget for long-term Sustainable Development
programs - comprised of the Development Assistance, Development
Fund for Africa, and Child Survival/Diseases accounts -=- is
based on the balancing of bottom-up resource planning with top-
down resource constraints. The former is determined by program
managers, making judgments about programmatic requirements of
the specific program components for which they are responsible,
based on agreed management contracts with USAID/Washington which
establish a long-term (five-to-seven year) development strategy
and indicative flnanCLng plan for each m1551on/operat1ng unit.

The top"down resburce constraints involve a combination of
factors. Two of them are largely externally determined: foreign
policy priorities and "functional" or sectoral priorities. Two
other factors are determined by USAID: program performance data
and management capacity constraints. The interplay of these
bottom-up/top-down processes makes for very complex budget
setting. Conceptually, foreign policy priorities (measurement
of which is discussed below) are generally fairly well
understood in the foreign affairs community.: Functional
priorities, however, ‘and, to a lesser degree, performance data
“and management constraints, are not as well understood or as
predictable in terms of. the way each informs budget decision-
making, regardless of whether they are con51dered 1nd1v1dually
or 1n conjunction with others. o

Functional priorities. These are driven by a combination:

of internal USAID policymakers -- i.e., development specialists
in a varlety of fields such as economics, education, health and
democracy -- and external constituencies. The latter include

White House concerns with funding for population and environment
‘and, most recently, HIV/AIDS and a wide variety of public ’
constituencies including agricultural interests, health groups,
private voluntary organizations and other humanitarian &
organizations, U.S. universities and research institutes in
various fields, labor, and the business community. These
functional constituencies are varyingly successful in ‘getting .
their interest in access to USAID resources translated into
Congressional concerns through the appropriations process.
Likewise, the internal and external constituencies have -
influenced the shaping of the goal areas in the Agency's
Strategic Plan and in the establishment of a set of funding

<
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‘targets corresponding to these goal areas and subsets thereof.
Functional budget setting is made more complex by the fact that-
some sectoral levels are more rigid than others. For example,
health levels are driven by a separate appropriations account
for Child Survival and Diseases;.funding for democracy
activities, on the other hand, is largely discretionary. Also
contributing to the complexity,  some sector targets are budgeted
entirely within the Development Assistance account while others .
derive funds from multiple USAID-managed accounts including ESF,
Support for Eastern European Democracy and the Freedom Support
Act as well as Development A551stance

Performance factors. Results measurement and performance
assessment have taken on increasingly important roles in budget
setting, .especially since the passage of the Government
Performance and Results Act. However,; it is .generally
recognized, both within the Agency and among. external players in
- the Administration and Congress, that results alone cannot guide
allocation decisions. This is because, first, it is seldom
possxble to establish a direct, linear conmnection between
resource availability and program outcomes; i.e., poor
performance may -have been caused by devoting insufficient
- resources to an objective, suggesting subsequent increases,
rather than reductlons, may be in order.  To help inform
understanding of the connection between results. and resources,
the Agency often looks at the outcome of successive years'
efforts, possibly annually modified by experience, in poor - ,
performers. There is also the problem of meanlngfully measurlng
_improvements in performance on an annual ba51s and the
difficulty of extrapolating prior performance into ‘the future in
a complex environment. However, even when results data suggests
that future resource reductions should occur, .the non- -
performance factors.such as foreign policy priority may dlctate
continued funding t6 a high-priority country, or even a specific
sector within such 'a country, e.g. ore with a high incidence of
HIV/ARIDS. 1In those instances the Mission seeks ‘to change its
program approach to improve the likelihood of obtaining positive
results. So, while.the Agency looks at performance data in this
way as an element which informs budget decision-making, the -
specific impact is more often felt in Mission allocations among
Strategic Objectives within a country program rather than in
AID/Washington's allocation choices between countries: Changes
in allocations among countries on the basis oflperformance
differences occur mainly when the non- performance factors are of
‘equal weight.




Management capacity Recently, the Agency s .capacity to-
oversee and manage its programs has become an increasingly
important additional constraint to budget planning. USAID has
lost 40% of its US direct-hire field staff and 35% of its
‘Washington direct-hire staff since 1992. That trend continues,
driven by continually shrinking Operating Expense budgetary
resources, during a time when USAID's ability to continue the
close-out of country programs begun 'earlier 'in this
Administration has been virtually halted in all regions except
the Northern Tier of Eastern Europe. Meanwhile, the Agency has
been given the added burden of overseeing programs in a growing
number of countries without any USAID field presence. With =
staff stretched 1ncrea51ngly thinly, thi$ means that
opportunities for oversight and high- level policy dlalogue and
negotiations, inherently governmental functlons which must be
performed by direct-hire staff, are reduced, making some
programs, especially those which depend on staff-intensive
~ oversight and policy dialogue, less than optimally effective.
Moreover, the Agency's strained ability to handle the volume of
procurenment actiohs generated by such programs is increasingly .a
- constraint to program implementation. And, most important to a
discussion of budget constraints, the staff shortage precludes
planning, budgeting and ~implementing significant programs in all
the countries in which the Department and USAID conclude that
U.S. economic development assistance resources should be

. deployed

‘ These factors combine to establish the priorities for long-

term Sustainable Development assistance. ' To an increasing

~ degree, however, short- term contlngency requmrements -—-e.qg.,
disaster relief, emergency food programs, Office of Transition

" Initiatives transition assistance and unplanned regional

democracy efforts -- also are competing for available program

funds, operating expenses and staff. These unforeseen demands

further complicate long-term budget planning and execution -

durlng the annual budget. plannlng and executlon process.

Budget Process

USAID budgetydevelopment begins with annual guidance
organized by the same goal areas set forth in the Agency
Strategic Plan. The guidance provides both aggregate planning
ceilings and "benchmark" levels for each of five goal areas!, and

! Economic Growth and Agncultuml Development; Human Capacxty Dcvclopment POpulanon, Health and
Nutrition; Environment, and Democraqz/Govemance



several sub-goal areas? defined in the Agency Strategic Plan.
The overall planning ceiling for the various Agency accounts is
determined, in the first instance, by annual planning guidance
from OMB, usually badsed on request levels in the President's _
Budget request for the prior budget year. The benchmark levels @
within the ceiling are set based on a balancing of the multiple
influences on budget priorities discussed above. For FY 2001,
the Agency is considering the impact of taking greater account
of specific anticipated Congressional priorities where prlor
exXperience suggests they will be contlnued

The aggregate benchmarks are allocated‘among bureaus by
USAID’s central budget office -- usually'based on prior
allocations except where new concerns in specific sectors have
known regional dimensions (e.g., HIV/AIDS in Africa) -- and the
Bureaus allocate these in turn among individual operating units.
Most of the benchmarks relate to the programming of the
Sustainable Development program but some sub-goal benchmarks
(e.g., agriculture and global climate change) are "all-spigots"
levels which also take into account resources under the ESF,
SEED and FSA accounts. All of them, however, are intended only
to. serve as points of comparison in evaluating mission and
Bureau budget requests.

The guidance, issued in December-January, guides the annual
spring development of Results Review and Resource Request
submissions ("R4s") by operating units (fleld missions and -
Washington offices). Mission R4s are based on the requirements
of specific Strategic Objectives embodied in Missions' approved
Strategic -Plans -- which are coordinated with embassy Mission
Program Plans. Operating units can and do propose different
request levels, both in aggregate and among goals, based on
their judgment of, inter alia, programmatic requirements,
management capacity, mission assessments of prior and expected
results, prior availabilities {(pipeline balances), and mission
forward funding plans; they also may propose funding for new
initiatives or expanded efforts, e.g., increased HIV/AIDS
funding, where opportunities appear.

In reviewing requests in AID/Washington, each Bureau
compares Mission requests with headquarters assesSments of its
‘country programs on several factors: prior performance in
individual strategic objectives against pre-determined

? Agriculture and micro-enterprise within economic growth basic educauon with human capacxty development;
population, child survival, HIV/AIDS, and mfecuous diseases; and global chmate change.



-

indicators, country need or level of development®, ‘partnership or
host government commitment® and foreign policy priority®, the
need for new resources vs pipeline availabilities to carry out
the management contract, and congruence of the request with the
benchmark allocations. USAID bureaus involve their State
counterparts in the review of field proposals. The USAID bureaus
normally adjust mission requests to meet the bureaus' aggregate-

~goal and sub-goal benchmarks. However, occasionally a Bureau

structures its request based on different conclusions -- e.g.,
about performance, foreign and/or development priorities -- and
presents a budget which represents a 51gn1flcant departure from
Bureau benchmarks.

In finalizing its annual September budget request, which is
reviewed by the Secretary of State before trarsmittal to OMB,
the Agency usually adjusts the aggregate "base" request 'level
(which generally coincides with' OMB's spring planning guidance
for DA and CS/D) to match goal and sub-goal benchmarks. In this
process, the Agency normally describes the costs, "in terms of
foregone opportunities, of being held to such levels. Also, the -
Agency often“proposes incremental requests for initiatives in '
selected sectors. Recent experience indicates that missions and
Bureaus often seek increases (actually, restoration of prior

reductions) in EG and DG funds offset by proposed reductlons in
PHN and ENV funds.

In the passback OMB specmfles levels for the Development
Assistance, Child Survival/Diseases and Development Fund for
Africa accounts within the Sustainable Development request and,
within those account levels, also sets minimum levels for
population and environment. Within the balance avallable, the
Agency determines levels in the economic growth and
democracy/governance goal areas, and partially in the human
capacity development goal, as well as for Congressional
directives and Agency priorities. A reduction in the passback
normally impacts these latter areas more heavily, making
compression likely. For example, to the degree that OMB cuts in
the request impact.the economic growth goal area dlfferently
from population, health and nutrition, dlstortlon in strategic
planning occurs as the economic growth cut is d;strlbuted in the
Agency's request to Congress. In any event, once the‘u

§ BN
? Based on an index that includes per capita income in pu:chasmg power panty terms, infant mortality and femhty,_
similar to the UN's Human Development Index.

¢ Based on an index that includes Freedom House scores for political and civil hbemes and an internally generated
rating of economic policy performance reflecting fiscal, monetary, trade and exchange rate policies.

5 Based on numerical ratings from a State Department analysis that estimates the range and intensity of US interests
in a country for purposes of identifying core staffing requxremcms
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President's decisions are final, Agency reallocation decisions
are made, using the same principles outlined! above for settlng
the original request, and the resulting distribution is
justified in the Congressional Presentation to Congress.

- Congressional appropriations in recent years have resulted
in increased funding for the Child Survival/Diseases account at -
the expense of successive reductions in the Development , :
Assistance account, and Congress has refused to re-institute the
Development Fund for Africa. The approprlatlons committees also

- specify some earmarks and, more importantly, .2 large number of
‘directives. The effect of the combination of cuts in

Development Assistance and directives is 'to cause serious
further compression of the "non-directed" Development Assistance

- funds, again mainly in the economic growth and

democracy/governance sectors. This compression, however, is

' partially offset by a Congressional limitation on funding for

population assistance (itself a compression in family planning
programs) . Conversely, the compression in economic growth and
democracy/governance programs is compounded by White House
insistence on minimum levels for'environMent funding.

[

Negotlatlon with Congre551onal approprlators on compllance

: with directives results in some reductlons, at the margin, for-

certain directives but the majorlty end . up funded as specmfled.
Moreover, reaching agreement on funding- levels for the various
directives is made more difficult and tlme consumlng by the fact

that House and Senate appropriators often’ take very ‘different
approaches to their bill and report language.. Most -recently,

~the Senate Forelgn Operations Appropriations Subcommlttee has .

been less averse to outright earmarks than 1ts House counterpart
subcommittee, but the latter still is prone to numerous
directives which, if disregarded, become threatened ‘earmarks and
so have virtually the same impact as- earmarks.‘ The
Subcomnittees are not generally persuaded by explanations of the
adverse impact of increases for their prlorltles on USAID' s lost
opportunities in other sectors. ;

Once agreements are reached on compliance with directives,
the responsibility for each of them is distributed to operating
bureaus as part of overall allocations of new obllgatlng
authority. These allocations are distributed 'in turn:by bureaus'
to their field missions and headquarters offices as the
operatlng year budget and the resulting country levels are
reported to Congress in the annual 653(a) Report. This: report
compares the original Agency request with the total operating
year budget- allocation for each country. Operating units then

f



dlstrlbute total avallablllty and responSLblllty for any
assigned directives to individual Strategic Objectives and the
activities therein. In recent years, ‘once each operating unit's

Strategic Objective allocations have been established, they have *

been compiled in a report to Congress -- the annual Statistical
Annex -- which serves as a global Congressional Notification of
changes in the amounts originally requested in the Congressional
Presentation the previous year. The future of this annual
report currently is under discussion with House Forelgn
Operations Approprlatlons Subcommlttee staff.

Concurrent w1th the preparatlon of the Stétistical Annex,
operating units code obligations of prior year, current year and
budget (request) year using a set of Emphasis Area codes which
_characterize the USAID budget according to a wide variety of
sector-specific areas of interest to spec1f1c constitueéncies.
This coding permits allow1ng the Agency to relate its fundlng
‘plans to specific country programs and strategic objectlves.
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