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Foreword· 


Rarely has history witnessed a time ofsuch pro­
found change in the lives ofnations and peoples. 
A social, political, and economic metamorphosis is 
now under way throughout the world, and the 
United States has a. unique opportunity to help 
shape the outcome. To help meet this challenge, 
the United States .Agency for International 
Development has redefined its mission and charted 
a plan to a~pieve it:. 

The papers in this document present an integrated 
approach, define long-tenn objectives, specifY 
their relevance to American interests, describe the 
ways in which thOose objectives will be pursued, 
and ident:i.£Y 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 ofdevelop- . 
ment demand programs and methods that produce 
results. 

Our work in the post-Cold War era will be guid­
ed by these paper-i. USAID is now drafting 
guidelines to implement each ofthe stiategies in 
the field. We believe that the programs and pro­
jects that result will support development that is 
auly sustainable and will produce significant, mea­
surable results. 

These papers are the product ofa great deal of 
work and wide consultations. We have conferred 
at length with Members ofCongress and congres­
sional staff, representatives ofother U.S. 
Government agencies, members of the develop­
ment community, and USAID's own development 

. experts both here and abroad. This consultation 
process was another example of US AID's more 
open approach to its mission. I express my heart­
felt thanks to all who participated . 

As the Overview states: "Serious problems of 
development will yield to effective sttategies." We 
remain convinced of the fundamental truth ofthis. 
We have entered an era fraught with difficulty and 
promise, and we hope these sttategies will help the 
United States and the development community 
make the most of the opportunities before us. 

.~ 
Admini.sttator . 
U.S. Agency for 
International Development 
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USAID'sStrategy for Sustainable Development' 

An OveNiew 


THE CHALLENGE 

, The United States Agency for International 
Development was created in 1961 with two pur­
poses in mind: to respond to the thre3t ofcom­
munism and to hdp poorer nations develop and 
progress. Both ~!re 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 achi~ve critical objectives. It advanced a . 
foreign policy that: embodied a commitment to 
justice and liberty. a desire to bring the benefits of 
democracy to people throughout the world, a . 
willingness ,to be a help@. n~ghbor, a humanitari­
an response to people in 1leed, and a determina­
tion to lead Over three decades, USAID 
achieved considerable success fulfilling these 
strategiC' mandates. 

With the end ofthe 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 national interests by applying our 
ideals, our sense of decency, and our humanitarian 
impulse to the repair of the world. 

It is not wishful dUnking to believe that we can 
constructively address the pollution ofthe seas and 
the air, overburdened cities, rural poverty, 

economic migration, oppression ofminorities 
and women, and ethnic and religious hostilities. 
On the contrary, the cost ofnot acting. of having 
to deal with the global impact ofimploding soci­
eties and failed states, will be far greater than the 
cost ofeffective action. Investment in develop­
ment is an investment in prevention. 

Serious problems ofdevelopment 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 predominandy middle-class 
societies; others are well along in similar transfor­
mations. In many nations, poverty has declined 
significandy. Foreign assistance has accomplished 
much: Vast resources and expertise have been 
invested to help poor countries develop, and mil­
lions oflives have been made better as a result. 

Why then is the issue ofdevelopment so urgent 
now? It is no exaggeration to suggest that the 
chall~nges 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 ofsources: 

• The continuing poverty ofa quarter of the 
Worlds people, leading to the hunger and mal­
nutrition ofmillions a.."ld their desperate sean::h 
for jobs and economic security. 

1 
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• 	 Population growth ;md rapid urbanization that 
OUt3trip the ability ofnations to provide jobs, 
education, andomer 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 ailment3 that over­
whelm the health facilities ofdeveloping coun­
tries, disrupt societi(~, rob economies of their 
growth potential, and absorb scarce resources. 

• Environmental damage, often arising from pop­
ulation pressures, that destroys land, sickens pop­
ulations, blocks gro,vth, and manifest3 it3elf on a 
regional and global .scale. 

.• 	And finally, the threat comes from the absence 
ofdemocracy, from anarchy, from the persis­
tence ofautocracy and oppression, from human 
right3 abuses, and from the failure ofnew and 
fragile democracies to take hold and endure .. 

Americans cannot insulate themselves from these 
conditions..Pollution elsewhere poisons our 
atmosphere and our coastal \\Iaters and thl:eatens 
the health ofour 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 attempt to take what they want 
by force. 

These threat3 pose a Slrategic challenge to the 
United States. Ifwe do not address them now, we 
shall have to pay dearly to deal with them later. 

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

tries when;; 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 it3 resources to 
bear - not only it3 money, but it3 expertise, its 
values, its technology, and most of all, me involve­
ment ofordinary Americans. 

Effectively delivered, development assistance pro­
vides a powerful means to address, ameliorate, and 
even eliminate the problems ofrapid population 
growth, 'environmental degradation, endemic 
poverty, debilitating hunger, mass migration, and 
anarchy. We cannot "develop" nations, but we 
can help them unleash their productive potential 
and deal effectively with the challenges ofdevelop­
ment. As President Clinton bas affirmed, foreign 
assistance is a central component ofeffective for­
eign policy. Development cooperation is not just 
a tactic, but an integral part ofour vision of how a 
communitY ofnations, some rich and sOine poor, 
should function. 	 . '. . 

Because development assistance is designed to help 
other nations deal with the problems ofnational 
life peacefully and productively, our work is both 
altruistic. and self-interested. Successful develop­
ment creates new market3 for our exporo and 
promotes economic growth in the United States. 
Americas poor increasingly benefit from develop­
ment methods pioneered abroad, such as microen- . 
terprise and childhood nutrition interventions. 
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 nation to make hard 
choices among worthy investment3. Yet we 
believe that those choices cannot be made unless 
the full extent ofthe threat is understood. These 
papers are both battle plans and advocacy docu­

2 
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~ents. They articulate a str.itegic vision that will 
guide our work. They also are designed to focus 
attention within the Executive Branch, in 
Congress, among the American people, and \vith­
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 c 

with opportunities for development. The ultimate 
dividend should be nothing less than a more 
peaceful, more prosperous world. 

OPERATIO'IIAL ApPROACHES 

USAID i~cognizes 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, l]SAID will employ certain opera­
tional methods in all its endeavors: support for sus­
tainable and participatory development; an 
emphasis on partrlerships; and the use of integrat­
ed approaches to :promoting development. 

Sustainable deVl!lopment is characterized by 
economic and social growth that does not exhaust 
the resources ofa host country; that respects and 
safeguards the economic, cultural, and natural 
environment; that creates many incomes and 
chains of enterprie:es; 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 offreedom and opportu­
nity, not only day to day but generation to 
generation. 

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 security, and 
well-being of the population. Sustainable devel­
opment sparks changes \vithin society,· from the 
distribution of power to the dissemination 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 \vith the 
results of the development effort. It must help 
them build institutions of free discourse and inclu­
sive decision-making. 

Thus, the fun~e~tal thrust oHjSAID's 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 involv'e and strengthen the 
elements ofa self-sustaining, civic society: indige­
nous non-governmental organizations (NGOs), 
including private voluntary organizations (PVOs), 

. productive associations, educational institutions, 
community groups, and local political institutions. 
This approach will make empowerment an inte­
gral part of the development process, and not just 
an end result. 

Partnerships begin vvith co}laboration between 
donors and host nations. Do~ors must recognize 
that development, in every sense, depends on the 
developing country itself Donors assist. They 
can help. facilitate, even accelerate, but the major 
task must be carried out by the host nation, not 

3 
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~i;~;,,'},,'i!" .. ,"
,,.: .. ,.... 'the 'donal: S~ble dc:velopment is built upon 

a sense ofownership and participation. It is not 
;'" ;;:,,~, 'sO~ that donors do for developing co un­

'( :.:F'~'·tiiesnt is sOmething that donors help the. people 
,·..<;i;-~.:i:'ofdeveloping countries do for themselves. 
, '..: ... :r< :" ....' ,:~!':'" 

.,;!,!,:t'ii':;'The :notion ofpartnership imposes certain respon­
L:;.>i8.~;it:jfisibilities on host governments. In determining 

.ic',}'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 
ofwomen and members of minorities, as part of 

, the development process. . 

An increasing portion ofdevelopment work is 
being carried out by NGOs, including U.S.-based 
PVOs, indigenous NGOs, institutions ofhigher 
learning, and professioml and academic groups. 
These organizations possess unique skills and con­
tacts; they are USAID s natural partners in devel­
opment and their work is reinforced by the private 
sector. Imprbved 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. . USAIDcannot and 
should not ~cromanage these organizations. 
However, to ensure mit programs achieve their 
objectives, USAID will insist upon a critical evalu­
atio~ ofproject design:, implementation capabili­
ties, and past field pem)ITnal1ce. It will maintain 
oversight and communi.cate regularly once projects 
have commenced. 

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

4 
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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 responsibility; 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 collaboration and com­
mUnication in the field and collectively with host 
governments. 

Partnership also includes leveraging. In its nat­
rowest sense, leveraging involves the pursuit of 
matching funds. Much ofour 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 ~nds to 
operate. The Agency will also encourage: the 
active participation ofprivate' enterprise. A strate­
gy for development should seek to increase the . 
number and kind ofparticipants in the develop­
ment process, and efforts to this end are a legiti­
mate part ofUSAIDs 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 ofState and attaches the highest pri­
ority to coordinating its work with the needs and 
objectives of the Department of State and the U.S. 
Ambassador and the country team, wherever its 
missions operate. 

The fundamental building block ofUSAID's 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 P1 close cooperation with 
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host governments, local communities, and other 
donors and 'Will consider how social, economic, 
political, and cultural factors combine to impede 
development. They 'Will seek to identi..tY root 
causes and the n:medies chat can address them. 
We intend to minimize 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 
nec~ity, the development process must focus on 
their social, political, and economic empower­
ment. We 'Will integrate the needs and participa­
tion ofwomen into development programs and 
into the societal changes those programs are 
designed to achic!ve. .Women represent an er.or­
mous source of untapped talent, especially in 
developing nations. The success ofwomen - as 
workers, . food producers, health providers and 
teachers 6f their children, as managers ofnatural 
resources, and as participants in a democratic soci­
ety - is essential to successful development. A 
development process that fails to involve halfof 
society is inherently unsustainable. 

Development assistance must address the specific 
needs ofwomen in developing nations: health, 
housu;.g, educati(m, equal access to productive 
resources and employment, participation iri 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 ultimate success 
ofour work will be determined by the impact it 
has upon the live; of the women and men it is 
designed to assist. 

AREAS OF CONCENTRATION 

The United States must commit itself to act, must 
act in concert wilh other donors, must act where 

it can have maximum effect, and must draw on 

its strengths. These strengths determine where 

USAID will concentrate its resources. 


USAID's programs\vill be undertakenin three 
types ofcountries: 

• 	 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 chat have recendy experienced a 
national crisis, a significant political transition, or 
a natural disaster, where timely assistance is 
needed to reinforce institutions and national 
order. These are classified as transitional 
countries. 

• 	 Countries where USAID's presence is limited, 
but where aid to non-governmental sectors may 
facilitate the emergence ofa 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 sector, or 
may support the work ofU.S. or indigenous 
NGOs or institutions of higher education. 

. 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 aIly of these areas is 
beneficial to the ochers. This,is especially true 
with rapid and unsustainable population growth, 
which consumes economic gains, deepens envi­
ro.nmental destruction, and spreads poverty. 

5 
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Problems of the environment, population, health, 
economic growth, and democracy also bve a 
transnational impac:;t. They require approaches 
that consider the glob~l impact and that are not 
confined to individual states. Investments in these 
areas thus must be seen 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, USA[D's 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 ofaid in their own develop­
ment, decentraliiation of decision-making, arid 
the establishment of institutions ofconsensus­
building and conflict resolution. They mandate the 
creation and involvement of indigenous NGOs ­
intermediary organizations thatenhance popular 
participation, that deepen the benefits to society, 
and whose very existence can promote peaceful 
change. Such solutions are the essence ofsustain­. 
able development. 

, 

USAID will continue to carry out its other 
traditional mandate: providing emergency humani­
tarian assistance and disaster relief with dollars, 
technical expertise. 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 experi­
enced natural disaster or f:Lmine. Typical humani­
tarian crises such as famine, ci'viJ. conflict, and the 
iriability 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 poinf 
~ where they can address the larger issues ofdevelop­

ment. 

As part of its humanitarian assistance and disaster 
relief function, USAID will acquire the capability 
to respond rapidly to the needs ofcountries in 
crisis. This is particularly critical to USAID's 
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 ofsustainable develop­
ment address the long-term needs ofdeveloping 
societies. But nations that are trying to emerge 
from crisis or make a transition from authoritarian­
ism to democracy often have urgent, sJ:ort-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 ofsuch 
things as tools, seeds. and other agricultural sup­
plies essential to begin planting and to reinvigorate 
the agricultural sector, 

Second, by helping to reinforce and rebuild insti­
tutions. The transition from disaster or civil . 
conflict is itself a cmis. From the political point of 
view; it is best to address such crises early, before 
famine and social disorder perpetuate and the 
momentum ofcivil conflict becomes irresistible, 
and before the tost of reconstruction gro'vvs geo­
metrically. From the developmental point of view, 
it is best to arrest confliCt and buttress institutions 
before the social structure coliaoses and takes with 
it the coherent pieces ofan ec;nomy and a civic 
society that could grow and modernize. 

6 
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MEASURING RESULTS 

The success of foreign asSistance is detennined by 
its impact upon developing nations. Inputs are 
meaningless without reference to effects. 

With this in mind, USAID will meJSure 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 vvay people live and to distin­
guish self-sustaining accomplishments from 
ephemeral ones. 

This approach also forces people within USAID 
to work as a team in designing, implementing, 
and evaluating pt:(~ects.and programs. It obligates 
them to c<;loperate with contractors and grantees; 
with NGOs, universities, and colleges; with the . 
private sector; with other donors; with mUltilateral 
institutions; with host governments; with local 
authorities; and most important ofall, with the 
citizens of developing countries, the intended 
beneficiaries of th(!Se programs. 

While no program can touch every aspect of life 
within ~society, individual programs in each of 
USAID's areas ofconcentration need to be struc­
tured and implemented to produce affirmative 
answers to these kinds ofquestions: 

Is the program consistent with the interests and 
values of tht; Amei;can people? . 

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 l:he loss ofsoil and soil fertility; 
arrest the loss of biodiversity, create indigenous 
democratic institutions? 

Does it address the actual needs of the local 
people as they themselves define them? Does it 
consult local people to identifY related problems 
and opportunities? 

Does the program build indigenous capacities and. 
permanenciy enhance the capacity of the sot.iety 
to improve the quality of life? . 

Does the program involve and empower the pea­
pIe who are supposed to benefit from it? Do they 
participate in planning, allocation of resources, 
selection of methods, management, oversight, and 
assessment ofaccomplishments? Does the pro­
gram help create the institutions 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 
fordiff'erent groups in society? Does it generate 
economic opportunities for American business? 
Are USAID mechanisms used to identifY and dis­
seminate these opportunities to the agencies, 
companies, and individuals in the country; in the 
region, and in the United States who might bene­
fit from them? 

By applying standards such as these, USAID can 
ensure t..lut 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 ofstrategic 
concern, as is evident in the fiye accompanying 
papers. The value of these standards will be evi­
dent in the attitudes 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. 

7 
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Protecting the Environment: 
USAID 5" Strategy 

THE CHALLENGE 


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

Human activities are disrupting the Earth's global 
life support systems - the atmosphere and the 
planet's wealth ofl::)iological resources. Atmospheric 
concentrations of greenhouse gases continue to 
rise, with P9tentially catastrophic consequences for 
the global climate. The loss ofuntold numbers of 
plant and animal species and their habitats llnpover­
ishes the natural world for future generations and 
eliminates raw materials for advances in medicine, 
agriculture, and other fields. 

At the local level, environmental degradation poses 
a growing threat t() the physical health and eco­
nomic and social well-being ofpeople throughout 
the world. Explosive and poorly managed urban­
ization has contributed significantly to air, vvater, 
and soil pollution 'IiVOrldwide. The erosion and 
degradation ofsoils, loss of fertility. deforestation, 
and desertification beset rural communities and 
undermine food production, calise malnutrition, 
and impel migration. Watet shortages ca~e con­
flicts among industrial, agriculrural, and household 
users within countries and among nations. 

The impact on de'veloping 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 ofhigh 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-beu;.g is directly threatened by 
environmental degradation around the world. We 
cannot escape the effects of global climate chmge, 
biodiversity loss, and unsustainable resource deple­
tion. The consequences oflocal environmental 
mismanagement - increasing poverty, social insta­
bility, vvars over resources - endanger our political 
and economic interests. The quality oflife for 
future generations of Americans will in no small . 
measure be detennined by the success or failure of 
our common stewardship of the planet's resources. 

The s~ope ofthe problem is clear: 

Environmental problems are caused by the 
way people use resources. Workable solutions 
must focus on how humans and their economic 
;.nterests 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 ofusing resources; and how 
political, industrial, and agricultural processes either 
damage or protect the enVironment. 
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Environmental cla:rlrlage often is driven by 
poverty and food insecurity. These two factors 
deprive people of ~e poSsibility of making rational 
choices about how to use resources. They force 
individuals and communities to choose short-term 
eX'Ploitation 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 ()ften distort markets and 
encourage excessive exploitation ofnatural 
resources. Public interventions to correct market 
failures and eliminate market distortions often are 
necessary to protect th.e environment. Effective 
public institutions that create and morutor an envi­
ronment favorable to sllstainable resource use are 
critical. This, in turn, requires active public partic­
ipation in the setting ofstandards, monitoring, and 
enforcement. Market-based approaches should be 
pursued wherever possible and appropriate; since 
solutions ultimately must make economic sense, 
regulatory institutions, me policy environment, 
and incentives must help define what is economi­
cally rational and what is not. 

Environmental problems have systemic 
effects. The impact ofmost environmental 
problems is ultimately n!gional or global, so the 
solutiofl$ must transcend borders. Interventions 
produce the best results when they simultaneously 
address the problem locally, nationally, regionally, . 
and globally. 

Environmental damage often is irreversible. 
Thus, the need for action is urgent. Early 
intervention is critical to preventing the extinction 
of a species or limiting the impact ofpollution on 
public health. Debates over ways to save biodiver­
sity after the tropical fon:st is gone or how to clean 
up a river after children have been hUrt are moot. 
Worse, the failure to act makes it more difficult to 
n:spond effectively to ful-ure environmental 
problems. 

At the 1992 United Nations Conference 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 ofnatural 
resources will not be possible where poverty is 
pervasive. This is the conundrum and the oppor­
tunity ofsustainable development. 

5 T RAT E G'I C C; 0 A L SAN 0 

AREAS OF CONCENTRATION 

USAID will pursue two strategic go:il.s: 

• Reducing long-term threats to the global envi­

ronment, particularly loss ofbiodiversity and 

climate change. 


• Promoting susciinable 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 '.vill focus on the growing sources and 
diminishing sinks of greenhouse gas emissions and 
on impoverishment of the planets biological diver­
sity at the genetic, species, and ecosystem levels. 

Locally, it will focus on the abiding impairment 

. ofhurnan health due to air, water, and soil conta­

mination from industrial, agricultural, and house­

hold activity; unsustainable exploitation offorests, 

wetlands. coastal zones, coral reefS, and other 
ecosystems that provide vital ecological services; 

10 
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degradation arId depletion ofwater resources; 
unsustainable agricultural practices; inefficient and 
environmentally unsound energy production and 
use; inadequate! management ofhousehold and 
mtmicipal wastes in growing urban areas; regulato­
ry, statutory, ertforcement, and policy issues; and 
social and economic patterns, including the lack of 
local participati.on and empowerment, that con­
tribute to the aforementioned problems or impede 
solutions. 

OPERATI~)NAL 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 ofpoverty and rapid popula­
tion gro~. Programs in every sphere of develop­
ment ....:..:;. environment, economic growth, 
population and health, democracy - must be 
designed with conscious regard for their impact on 
the natural enVixorunent and their potential (or 
improving envnonmental st~hip iocally" 
nationally, regionaJIy, arid globally. .;.: ',' 

USAJD will sm~ngthen its institutional capacity to 
ensui-e that all AgenCy-supported efforts; whether 
projects or pro~:airi-related investments, are envi­
ronmentally sound. Where necessary, it will 
require mitigating measures or project redesign. 

Solutions begin at the local level, even for environ­
mental problems with global implications. lack of 
education; antiquated and inappropriate technolo­
gies, the local regulatory environment, economic 
policy distortions, and the absence ofeconomic . 
and social incentives to protect the environment all 
contribute to the continuation ofdamaging prac­
tices. USAIDs environmental assistance programs 
thus must empower individuals and conuntmities 

to act; they also must facilitate collaboration 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 environmental 
policies in Africa and other parts of the developing 
world. 

USAID \vill promote the involvement ofcitizens 
in identifYing problem areas, suggesting and 
designing solutions, overseeing implementation, 
and evaluating results. USAID will actively support 
environmental initiatives by local governments, 
commtmities, and non-governmental organizations 
(NGOs) to help articulate local concerns and 
involve individuals and commtmities in decisions 
that affect the local and global environments. 

Close coordination and communication \vith 
the host government are essential to all develop­
ment work; they are especially critical here. 
Envii:onmental projects invariably involve diverse 
political actors, economic forces, and social groups. 
USAID will work to create and strengthen consul­
tative,management, re~ew, 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 ofan 
irlStitutional and policy capacity within recipient 
countries. This improved capacity will help facili­
tate the flow of information, encourage consulta­
tiom in-councry, support economically efficient 
and environmentally sound policies, and promote 
the development, mfer, and adoption of tech­
nologies that enhance envi.n?nmentally sound 
growth. Since many envirOnmental problems (and 
solutions) are regional in nature, USAID will 
encourage regional approaches, including ongoing 
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coordinatiOn, establishment ofpriorities, allocation 
of responsibilities, exchange of techniques. and 
sharing of technical ~ources. 

USAID will coordinate its efforts with other 
members ofthe donor community. It will pursue 
partnerships with the U.S. and international envi­
ronmental community of universities, private 
voluntary organi.Zations (PVOs). professional and 
academic groups, scientific organizations, and the 
private sector to identifY priority areas and appro­
priate methods, share responsibilities and technical 
resources, reinforce the elforts 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 
rrianagement, training, and dissemination of 
information. 

PROGRAMS AND METHODS 

USAlD 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. USAlD will wclrk with these countries 
on a case-by-case basis to develop appropriate 
action plans to reduce soun:es and enhance sinks 
ofgreenhouse gas emissions, through activities 
consistent with local envirorunental.and economic 
goals. As appropriate, efforts in this area will 
include energy efficienCy improvements; expanded 
use ofrenewable energy technologies; limiting . 
deforestation, the burning of forests and agricul­
turallands, and other carbon-emitting land-use 
changes; and introduction ofnew agricultural 
practices to reduce methane emissions. 

USAID's approach to biodiversity will focus on 
promoting innovative approaches to the conserva­
tion and sustainable use of the planet's 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 ecosystems, 
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 biological underpinnings of 
biodiverse areas. 

Protecting biodiversity is a complex and multifac­
eted challenge. It involves promoting sustainable 
economic uses ofbiological resources,strengthen~ 

. ing systems ofparks and protected areas, and 
supporting ex-situ efforts such as herbaria, gene 
banks, and zoos. Geographically, USAlD will 
maintain a special focus on t\VO types ofareas: 
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. USAlD also will support conservation 
and sustainable \lse ofbiological 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 ofbiological resources; 
building local capacity for the management of 

.biodiverse areas, including management ofparks 
and protected areas; supporting innovative, non­
goverrunental conservation and research programs; 
encouraging the involvement of indigenous 
peoples and local communities at every stage of 
decision-making; and facilitating the setting of 
conservation priorities that respect the ·rights of 
indigenous peoples at the local, national, and 
regional levels. 

12 
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Country Issues: USAID's approach to national 
envirorunental problems will differ on a councry­
by-country basis, depending on a particular coun­

. trys envirorun.:ntal priorities - as detennined by 
the host government and local conununities and 
citizens - and USAID's overall country program. 
All country strategies will include assessments of 
these elements: 

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

• 	Conservation ofsoil and vvater through 
improved tilling practices, erosion planning and 
control, integrated pest l'limagement, reductions 
in the use ofpesticides and in fertilizer and pes­
ticide runoff, efficient design and management 
of irrigation !;ystems, and protection ofaquifers 
and integrated water resource planning and 
management. 

• Reduction ofindustrial- and energy-related 
envirorunent::l1 degradation through the adop- .' 
tion ofpollution prevention strategies and pol- . 
lution control systems in industry, and through 
energy efficiency programs, renevvable energy 

. applicatlons, fuel switching, and ins~tion of 
environmental controls in the energy sector. 

• Amelioration ofrural and urban natural 
resource rnanlgement problems and land-use 
problems thmugh efforts to limit. deforestation 

. and promote reforestation; support for conser­
vation and environmentally sustainable uses of 
forests, coastal zones, and other important 
ecosystems; and in urban areas, improved vvater 
resources management, land-use, sevvage ,and 
waste disposal. and transportation planning. 
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Strengthening public policies and institu­
tions to protect the environment. As appm­
priate, USAID will support such activities 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 ofa comprehensive envirorunen­
tal policy framework, including laws, regula­
tions, and standards at the national and local 
levels, as appropriate. 

• 	 Promotion ofprocedures for measuring, assess­
ing, monitoring, and mitigating the environ­
mental impact of economic growth. 

• 	 Improved enforcement of ehvironmentallaws 
and regulations through increased funding and 
technical training for regulatory agencies, 
enhanced public participation, and development 
of non-goverrunental advocacy groups. . 

• Creation or strengthening of competent envi­
ronmental institutions within goverrunent, the 
private sector, the NGO community, and 
academia. 

• Creation of environmental data bases and 

natural resource inventories. 


Bilateral and multilateral interventions. 
USAIDalso will work bilaterally and multilateral­
ly, pursuing dialogues with goverrunents on 
environmental issues, such as envirorunental regu­
lations, natural resource usage, and energy pricing 
policies; dialogues with international agencies. 
especially agencies of the United Nations and 
international financial institutions, on the environ-:- . 
mental impact of lending practices in developing ';, 
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nations; and the design and implementation of 
innovative mechanisms to support environmental 
work, including the establishment of trust fimds 
and endowments and the design and completion 
ofdebt S\vaps and debt forgiveness. 

Enviromnental research and education. As 
resources permit, USAID vI/ill continue its support 
for applied research on key envirOnmental issues; 
non-capital intensive elements of technology trans-· 
fer, such as instirutional cooperation, scientific 
exchanges, development of human resources, and. 
policy development; and support for public educa­
tion on issues affecting the environment. 

MEASURING RESULTS 

USAlD will insist on measumble results from its 
programs. It is not enough to measure project 
inputs, fimds spent, etc. The sole standard of 
success is the impact that programs have on host 
nations, their societies, and th(: lives ofcitizens. 
Detailed performance criteria for environmental 
activities will be developed in consultation with 
e:x.-pert and interested outside parties. As appropri­
ate, the following types ofquestions will be asked 
of environmental·programs supported by USAlD: 

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. ofemissions 
and implemented national action plans that address 
key sectors, e:g., energy, forestry; agriculture? 

In the area of biodiversity: Have levels ofbio­
diversity in key geographical areas been conserved? 
Have conservation plans and strategies been imple­
mented for these areas, including provision for 
protection ofparks and sensitive areas and support 
for sustainable economic activities for inhabitants 
of these areas and their buffer zones? Do these 
plans eflioy the support oflocal people, such that 

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 e>..-ploiration of critical 
habitats been reformed? 

In countries where the concern is environ­
mentally harmful agricultural practices: 
Have agricultural activities in fragile lands been 
reduced? Has soil management improved, as 
demonstrated by better soil tilth and nutrient 
content and reduced soil erosion? Has the use of 
inappropriate pesticides. been ended? Has pollu­
tion from chemical runoffbeen reduced? Have 
integrated pest management techniques been dis­
seminated and adopted? Have government subsi­
dies or other policies encouraging environmentally 
harmful agricultural practices peen reformed? Has 
an indigenous research capacity committed to the 
development of environmentally sustainable agi:i­
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 
institutions ? 

In countries where the concern is environ­
mentally harmful urbanization practices: 
Have urban land-use plans been developed in con­
sultation with affected businesses and communities 
and implemented? Have local governments 
adopted, implemented,. and enforced integrated 
solid and liquid waste management programs? 
Are the levels ofprimary, secondary, and tertiary 
se\vage treatment before discharge increasing? 

In countries where the concern is environ-:­
mentally harmful industrial and energy 
practices: Have ambient levels ofair and water 
pollution been reduced in· target airsheds and 
water bodies? Have pollution-related public health 
conditions, including the incidence of lead- and 
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heavy metal..:poisoning. improved? Have indus­
tries implemented pollution prevention and 
control strategies? Have government subsidies or 
other policies that encourage inefficient and envi­
ronmencally harmful industrial practices or activi­
ties been reformed? Have policies for energy 
efficiency, renew::tble energy, and fuel switching 
been implemented? Have energy production 

''-'''f facilities adopted appropriate environmental 
controls? 

In countries where the concern is environ­
mentally harmful natural resources man­
agement anclland-use practices: Have rates 
ofdeforestation been reduced? . Have subsidies or 
other policies l:hat encourage deforestation been 
reformed? Ha.ve conservation strategies been 
implemented lor w::ttersheds. critical ecosystems, 
and habitats for rare, threatened, or endangered 
species? Have national forestry policies been 
reformed to discourage unsustainable forestry· 
practices? Have rates ofdestruction for other crit:" 
ical ecosystems, e.g., wetlands; coral reefS, and 
coastal zones, been reduced? 

In poorer countries where the concern is 
strengtheninl~ environmental policies and 
institutions: Have culturally appropriate incen­
tives to encourage the conservation of resources 
been established? Has a comprehensive environ­
mental policy fi:amework been adopted? Have 
regulatory agencies been established and are they 
functioning effectively? Have local NGOs been 
created or strerlgthened 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: }\re national economic develop­
.ment strategies consistent with environmental 

goals? Has a comprehensive environmental policy 
framework been established that is appropriate to 
changing economic and social circumstances? Are 
regulatory institutions well funded, staffed, and 
trained? Do NGOs, including PVOs, academic 
research institutions, and community groups par­
ticipate in all levels of environmental planning and 

monitoring? 
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Building Demoaacy: 
USA/D's Strategy 

THE CHALLENGE 

People throughout the world have demonstrated 
by their own actions that freedom is a universal 
concep~. Men and women have risked their lives 
for the proposition that freedom, human rights, 
and accountable government are not just the 
province ofa fi!w industrialized states. The influ­
ence ofdemocratic ideas has never been greater. 

'Political openirl~ during the past decade came as a 
result ofconceited,. often courageous, indigenous 
efforts to build democracy. Some autocrats con­
ceded their failure at the ballot box; some simply 
resigned; some embraced reform. A number of 
nations pursued democracy as an alternative to 
civil vvar. 

The democratic transitions ofthe last few years 
create the possibility ofa more peaceful, more 
ratio,nal, and more productive world. At the same 
time, nascent d(!mocratic institutions and processes 
are strained by unrealistic expectations ofimmedi­
ate socioeconomic progress, and by the rekindling 
ofold enmities, 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 community 
participation at the local level and an accountable, 
transparent style of governance that can ensure 
citiZens a modicum ofcontrol over their own lives. 

The absence of democratic change is also a matter 
ofconcern. Autocricy survives in many parts of 
the world. Violations ofhuman 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 victimized 
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 
\\!"JIfare, uncontrolled migration, and religious 
intolerance threaten the very notion ofa world 
conimunity and international peace. 

Because democratic regimes contribute to peace 
and security in the wbrldand becauSe democracy 
and respect for human rights coincide with funda­
mental American values, the Clinton Administration 
has identified the promotion ofdemocracy 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 human 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 ofdemoCl'4tic ihstitutions and independent 
political groups. At the same time, USAID \",ill 

continue supporting hurpan rights organizations 
and other groups tI lat are struggling for political 
freedom in non-dc:mocratic societies. 

Democratization is an essential part ofsustainable 
development because it facilitates the protection of 
human rights, informed participation, and public 
sector accountability. USAID's success in the other 
core areas ofsustainable development is inextrica­
bly related to democratization and good gover­
nance. Repression, exclusion of marginalized 
groups, human rights abuses, disregard for the rule 
oflaw, corruption, and autocracy are antithetical to 
development. Therefore, USAID has attached a 
high -priority to strengthen~ demOCl'4ticinstitu­
tions and popular participation in decision-making. 

DemoCl'4CY'S freedoms permit the fonnation o(a 
wide range ofnon-governmental organizations 
throughout society, including community associa­
tions, service providers, unions, advocacy groups, 
and religious institutions. These private organiza­
tions often stimulate irmovation in production and 
social services, confront corruption, advocate 
respect for human rights, and promote and defend 
democratic processes and institutions. 

STRATEGIC GOAI.S AND 

AREAS OF CONCENTRATION 

USAID's 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 
establislunent of demoCl'4tic institutions, free and 
open markets, an informed and educated populace, 
a vibrant ci~c society, and a relationship between 
state and society that encourages pluralism. inclu­
sion. and peaceful conflict i:esolution. The promo­

tion ofdemocracy is a long-term process that \Vi1.l ­
require sustained comrilltment and timely and 
politically adept interventions. 

Local involvement is important in any kind offor­
eign assistance, but it is essential in democracy 
building. Local forces must provide the principal 
impetus for creating. nurturing, and sustaining an 
environment in which democracy can thrive . 
. USAID's role is to stimUlate 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 ~mpowerment of individuals· . 
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 throughecononllc and social development 
programs that mandate participation, transparency, 
and accountability. 

US AID recognizes that there are many paths to 
demoCl'4CY and many variations ofgovernmental 
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 oflaw, accountable government, and an 
environment that encourages participation by all 
sectors of the population. USAlD will emphasize 
these universal elements in implementing programs. 

USAID's programs will f~us ori some of the fol­
lowing types ofproblems: 

• 	Human rights abuses, arbitrarj action by civilian 
governments and security forces, and impunity 
of govenunent officials from the rule oflaw. 

• Mispen::eptions about demoCl'4CY and .free­

market capitalism. 
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• 	Lack of experience with democratic institutions. 

, 

• The absence or weakness of intermediary orga­


nizations, such as labor unions, business associa­

tions, media ouclets, educational institutions, and 

civic groups. 


• Nonexistent, in!ffectual, or undemocratic politi­I cal parties. 

• 	 Disenfranchisement of \\-"Omen, indigenous peo­
ples, and minorities; ethnic divisions; and the 
reemergence of politicS based on ethnic, nation­
al, and religious chauvinism. 

. . 

• 	Absence ofor failure to implement national 
charter documents - a constitution, a bill of 
rights, citizenship laws - that promote democ­
ratic practices. 

• 	 Powerless or poorly defined democratic institu­
tions~.induding politicized or corrupt judiciaries 
that deny due process, overly centralized gov­
ernment institutions, and ineffective or unac­
countable institutions oflocal government. 

• 	 Elected positions for which there is no mean­
ingful competition. 

• 	T~ted elections. 

• 	 The inability to resolve conflicts peacefully. 

OPERATIONAL ApPROACHES 

Democracy programs are often undertaken in a 
dynamic political environment. They can be 
subject to significant time pressures. They are 
intensely scrutinized locally and internationally ­
especially when 1:he United States is involved. 

Given these realities, USAlD 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 
collaboration with u.s. Embassy personnel operat­
ing as part ofa 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 preclude such 
decisions. 

Timing can be critical. One-time events, such as 
a transition election or the formation ofa con­
stitLlcnt assembly, can jurilpstart the democratiza­
tion process, even where conditions in the country 
are not propitious. USAID will develop the 
capability to respond rapidly to these opportuni­
ties. This will enable the Agency to quickly 
provide start-up funds for democracy-building 
activities where events vvartant. 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 Organization of 
American States, the Conference on Security and 
Cooperation in Europe, and other intergovern­
mental organizations are committed to assisting 
member states in responding to requests for assis­
tance in the democr.:u:iz.1tion process. USAlD will 
coordinate \vith 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 conilicting signals 
emanating from the international community and 
the 'Waste caused by duplication demand a high 
level ofcoordination among bilateral and multilat­
eral donors through such mechanisms as the 

. Development Assistance Committee ofdIe 
Organization for Economic Cooperation and 
Development (OECD) and in-country consulta­
tion. Coordination may include joint assessmeQ,ts 
ofpriorities, needs, and donor strengths; harmo­
nizing offinancial allocations; sharing of technical 
resources and expertise; J:apid transfer ofrelevant 
infonnation; consultation on program effectiveness; 
and ongoing reassessments ofa dynamic political 
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 officia1s must recon­
cile host government sensitivities with the interests 
ofdemocratic forces outside government, whose 
views must be solicited bt:fore 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 righ~; abuses continue or are 
increasing. 

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

In implementing programs, USAID will work 
closely with U.S.-based private voluntary organiza­
tions (PVOs), non-governmental organizations 
(NGOs), educational institutions, professional and 
academic associations, and private organizations 
that are committed to supporting democratic 
development abroad and that have experience 
working in this field. Their ties to indigenous 

counterparts and their international credibility 
~e these organizations valuable partners in 
democracy building. 

USAID will ensure that its programs build upon, 
but do not duplicate, theimportarit work under­
taken by the National Endowment for Democracy. 
The Endowment provides early funding to support . 
activities that stimulate momentunl for democratic 
change in pre-transitional and emerging transitional 
environments. Its independence from the U.S" 
Government provides for flexibiljty in program­
ming and in establishing partnerships. 

USAID will encourage contractors, grantees, and 
other development partners to take an internation­
al approach to democracy promotion and enlist 
parliamentarians; local officia1s, judges, election 
administrators, and men and women with techni­
cal skills from throughout the world in program 
activities. 

Internationalism conveys a furidarnentallesson: 
Democracies support and assist each other. 
Experience has shown tha~ nascent democrats are 
influenced by the insights and perspectives ofpeo­
ple who have faced similar challenges, especially 
those from their own region. 

USAID will concentrate on building local democ­
ratic capacities, rather than relying exclusively on 
the intermittent importation ofoutside' experts. 
USAID programs should stress appropriate tech­
nologies that can be maintained locally without 
continuous international involvement. 

USAID will conduct periodic, cross-regional 
reviews ofdemocracy 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 p~mote 
broad-based economic growth through direct.· 
USAID programs and will encourage other bilat­
eral and multiJated 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, political, economic, and cultural realities 
ofa country; including the initiatives taken by its 
citizens, and upon available resources. In SUStaID­

able development countries, and to a lesser extent, 
transitipn countries, democracy programs will 
form part ofan 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-governmental 
organizations. 

USAID's democracy programs will support: 

Constitutionali mechanisms, including techni­
cal and organizational assistance to constitutional 
conventions and constitution-makerS. . 

Democratica1ly elected legislatures. including 
programs to improve the material, technical; and 
decision-making capabilities oflegislatures. 

Legal systems. including independent judiciaries 
and civilian4:OIltrolled police, and alternative and 
informal mechanisms for resolving disputes. 

-Local govermnent entities, particularly those 
that have recently acquired additional institutional 
authority and responsibilities. 

· Credible and effective elections, where voters 
have confidence in the process. 

Local, national, regional, and internationa1 
organizations that protect human rights, 
including the rights ofworkers, indigenous peo­
ples, minorities; and v.'Orhen. 

· 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 stricdy non­
partisan manner and, consistent with statutory 
limitations, in a manner that does not influence 
the outcome ofan election. 

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

Improved civil-military relations, including 
effective civilian control of the military establish­
ment. 

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

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

· development oflocal NGOs, and encourage toler­
ance withiri society. 

Finally, as a natural complement to longer-term 
democracy-building efforts, USAID, in consulta­
tion with other U.S. Government agencies and 
with adequate human rights safeguards, will sup­
port programs in transitio>~ situations for the estab­
lishment ofdemocratic political institutions and for 
the demobilization and retraining ofsoldiers and 
insurgents. 
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MEASURING RESULTS' 

Democracy building is inherently a long-tenn, 
cumulative process. The :&uits ofa particular effort 
frequently are not discernable for a considerable 
period of time. 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-effectrelationships. 
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 COlmt 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 objective~, 
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, ""ill be reviewed on a 
cross-regional basis to identifY effective program 
designs and m~chanisms for overcoming specific 
political, 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
gration ofour efforts. 

USAID will consider discr·ete standards in evaluat­
ing the performance ofdemocracy programs, 
including transformed attitudes and perceptions and 
changes in process and behavior. Detailed perfor­
mance criteria will be developed in consultation 
with expert and interested outside parties. As 
appropriate, the following types ofquestions will be 
asked in the context of evaluating USAID's 
democracy programs: 

the overall rate ofhuman rights abuses in the 
country? 

Is the electoral process honest, as 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
enfi:anchised groups such as women, minorities, 
and indigenous peoples? Are mechanisms ~( 
mandate pluralism and protect minority opinions 
in place and functional? 

Do institutions 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, oflaw 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's 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 political process, by definition, is never 
complete; even long-established democracies 
continuously reinvent themselves. However~ 
democratization is ultimately an inteffially driven 
process. Sustainable democracy is a fact when 
indigenous forces within a society can maintain and 
strengthen democracy without external support. 
USAID's programs will airnat this outcome. 

Are basic laws relating to human rights being 
enforced? Has there been a significant reduction in 
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Stabilizing World Population Growth 
and Protecting Human Health: 
USA/D's Strategy 

THE CHALLENGE 

Certain factors playa critical role in keeping 
nations poor: a lack of resources; limited educa­
tional opportunities; a dearth ofskills; and eco­
nomic, social, and political systems that impede 
broad-based gt'<)\'v-m. Rapid population gr<>wth 

i and poor health are inextricably linked. and they 
\ make every one of these conditions worse. 
I 

Poor health conditions and rapid population 
gr<>wth .are closely associated with low status and 
limited:rights for "WOmen. Moreover, the lack of 
basic rights, high rates ofunintended pregnancy, 
and lack of access to basic health and family plan­
ning services threaten the health ofboth 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 
nucrttion and sanitation is poor and health care 
and family planning services are inadequate, the 
result is increased mortality that contributes to 
high rates offertility. 

Poor health conditions and rapid population 
gr<>wth obstruct rational planning by forcing the 
national discourse to focus on day-to-day survival.. 
No other factors so limit the options and flexibility 
ofdeveloping nations. Rapid population gr<>wth 
renders inadequate any investment in schools, 

:1 housing, food p:roduction capacity, and infrastruc­

dise~e-prpne. they cannot contribute to their own 
development. 

As expan~g pop~tions demand an ever greater 
number ofJOps, 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 ofpopulation and health in the 
developing world are being aggravated by the 
spread of HIV / AIDS. This health crisis threatens 
to overwhelm already limited health tacilities 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 Earths already ti:agile envi­
ronment. 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 cou~trics due to efforts 
made over the past three decades. 1b.is translates 
into a net increase ofmore than 270,000 people 
every day - 95 percent of them in the develop­
ing world. 

Actions taken this decade -' especially the expan­
will determineture. It challenges the ability ofgovernments to 

provide even the most basic health, and social ser­
sion of reproductive choice -

'vices. When people are undernourished and 
when the world's population wi11 stabi1i.ze. 
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What is done, or not done, in the next 
decade will detennine the economic, social, 
and political prospects for much. of the 
world for the next century. . 

The high fertility rates associated with poverty and 
rapid population growth have implications for the 
individual and the family. Very early, multiple, 
closely spaced pregnancies drastically increase the , 
health risks to women and their children, limit 
opportunities for women, and diminish the ability 
offamilies to invest in their children's education and 
health. Millions of unwanted births and the preva­
lence ofabortion are evidence that many women 
lack adequate access to reproductive health services. . 

More than 500,000 women die each year because 
ofpreventable complications from pregnancy. abor­
tion, and childbirtl:t; over 35,000 children die e:ich 
day, mostly from preventable causes, and mostly in 
the developing world. Th!! HIVI AIDS epidemic 
continues to spread at the rate ofapproximately 
5,000 new infections per day. These conditions 
impede sustainable development and are tragedies 
for individuals, families, communities,and nations. 

Yet dle 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 ovm lives and the lives of their chil­
dren. Moreover, by slowing the rate ofpopulation 
increase, societies can give themselves more time 
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 time, fertility rates in most 
countries have been brought dovm by the increased 
use of contraception, decreased child mortality, 
expanded educatiori (espea.illy among females), . 
and economic growth. USAID-supported popula­
tion and health programs, conducted in dose coop­

eration with concerned national governments, local 
and international private voluntary organizations 
(PVOs), other donors, and indigenous non-govern­
mental organization (NGO) parmers, have con­
tributed significandy to this progress..... 

STRATEGIC CiOALS AND 

AREAS OF CONCENTRATION 

USAIDs population and health gOals are mutually 
reinforcing. Specifically, USAID 'Nill 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 mo~ty rates, reducing child mortality 
rates by one-third, and decreasing the rate 'Of new 
HIV infections by 15 percent. . 

To achieve thiS, USAlD 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 ofvery young and older women; 
many ·closely spaced births; high numbers of infant, 
child., and maternal deaths; high female illiteracy; 
large numbers ofwomen with an articulated but 
unmet need for family planning services; and large 
numbers ofpersons infected \'vith HIV; or growing 
rates of HN infection. 

Countries where population and health con­
ditions impede sustainable development. 
Relevant characteristics ofthese countries include 
fertility 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 
conditions that impede the ability ofchildren to 
learn and the ability of adults to produce and 
participate; growing rates of HIV infection; and 
significant gendc!r gaps in education .. 

OPERATIONAL ApPROACHES 

At the program leveL USAID's operational 
approach will be founded on these principles and 
objectives: 

• 	 Promoting the rights ofcouples 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 ofwomen 
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 
th~ end-user. 

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

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

health component of the country strategy will take . 
into account the activities ofother donors, devel­
opment efforts in other sectors, and every element 
6fUSAID'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 population and health problems, and 
how USAID's 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 ofwomen. 

We will help the United States expand its leader­
ship in the field ofpopulation and health. The 
United States already possesses an extensive net­
work ofspecialized programs, institutions, and 
technical experts. USAID will rely on these 
resol)ICes and encourage their expanded use by the 
donor communicy and developing nations. 

The Agency will operate both bilaterally' and mul­

tilaterally. It will continue to work with and sup­

port the United Nations Population Fund 

(UNFPA), the International Planned Parenthood 

Federation (IPPF/London), the World Health .. 

Organization (WHO), the United Nations 

Development Program (UNDP), the United 

Nations Children's Fund (UNICEF), and the 

World Bank and other international financial insti­

tutions and their global population, health, 

research, and information activities. This will 

enhance USAID's ability to deal with the transna­

tional effect ofpopulation and health problern.5 

while enabling USAID to share its resources with 

virtually all developin.g co untries. 


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 
ofpopulation and health programs. To be effec­
tive, programs must encourage the development 
and involvement ofindigenous PVOs and NGOs. 

We 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 
HIVI AIDS and other sexually transmitted diseases. 

By "integrated approaches:' USAID means that 
population programs should seek to provide indi­
vidiJals with access to a range offamily planning 
methods; should integrate family planning pro­
grams, as appropriate, with services that enhance 
women's health and child well-being and survival, 
in order to enhance both the effectiveness and,the 
acceptance of family planning services; should uti­
lize family planning systems, as appropriate, to pro­
vide information and services that limit the spread 
ofsexually transmitted diseases; and should empha­
size the importance ofproviding education for girls 

. and women. By addressing co-factors, and by 
implementing related programs at the same place 
and time, integrated approaches increase the 
impact and sustainability ofpopulation programs. 

Integrated approaches can save resources. They 
also are'important'in addressing HIVIAIDS 
because this disease particularly afllicts 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 portions ofnational resources. 
The progress ofthe disease destroys family struc­
ture and increases in.funt mortality and the failure 
ofchildren to thrive. Limiting the spread of 
HIVI AIDS thus is an economical and essential 
investment in sus~ble ,development. 

Where appropriate, USAID will seek to integrate 
fumily planning programs with programs that 
enhance public health.. For instance, barrier con­
traceptive methods, particularly condoms, are the 
most effective means ofpreventing 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 ser0ces. 

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

PROGRAMS AND METHODS 

The types ofprograms 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 ofUSAID's 
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 contraceptives. SeU:'sustaining family 
planning systems and services will remain the core 
ofUSAID's population programs. Over 100 mil­
lion women in the developing world have an artic­
ulated but unmet need for family planning. 
Moreover, millions ofyoung 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 ofreducing population growth rates to 
levels consistent \v:ith sustainable development but 
also significantly improves the health ofwomen 
and children, 
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Building the local capacity ofself-sustaining family 
planning system; and services also requires support 
for training (including clinical trainingJ, manage­
ment, logistics, other support systems, and access 
to technical information and technology. 
Programs designed to affect popular attitudes 
toward family planning should address the needs 
and attitudes of m.;:n as well as women, emphasize 
free and infonned choice, and assess the reasons 
why people participate or do not participate in 
programs. Targds or quotas for the recruitment 
ofclients should not be imposed on family plan­
ning providers; over the long term, meeting the 
urunet need for information and services is the 
best way to achieve national demographic goals. 

Reproductive lhealth care, including prevention 
and' control ofse:xually transmitted diseases, espe­
cially HIVI AIDS, and improved prenatal and 
delivery ~ervices. Contraception is but one ele­
ment of reproductive health, and to be effective, 
popUlation and health policies must addIess wom­
en's reproductive health needs throughout their 
lives., 

The particular needs of adolescents and 
young adults, including easily accessible infor­
mation, counseling, and services dealing with 

J early sexual activity, the health and economic con­
sequences ofearly childbearing and unsafe abor- , 
tions, and prever'ltion ofsexually transmitted 
diseases, including HIVI AIDS. Enhancing the 
ability and freedom ofadolescents and young 
adults to make irlformed choices about contracep­
tion and health i5 especially critical. 

Infant and child health, particularly immuniza­
tions, diarrheal and respiratory disease control, and 
nutrition. Complete immunization coverage and 
good nutrition are among the most cost-effective 
preventive health strategies. 

Education for girls and women, particularly 
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 desireq family 
size. 

US AID, 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 W-ections at the global 
and country levels? 

Does 'the program address the attitudes as well as 
practices ofboth men and women? Does it 
enhance the capacity oflocaJ. institutions, commu­
nities, and individuals to identifY and solve health 
and family planning problems? Do programs and 
projects address issues ofsustainability, 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 empowennent of 
women? 

~~,~~..,.,••:0-,,'~,----- .. - ..... 
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MEASURING RI:SULTS 


. To measure progress toward its goals and the effec­
tiveness ofits population and health programs, 
USAID will eValuate results in terms of the fol­
lowing measures: reduced. fertility; 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. 

Measures ofsuccess at the country level Will vary. 
There will be many intermediate signs ofprogress, 
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 iIi the incidence and severity of 
corrimunicable diseases among children; lower 
malnutrition rates; equal access to health care by 
gender; and higher school enrollment ratios for 
girls. 

Ultimately, the success of USAID's population and 
health strategy,will be me;lSured in terms ofits 
contribution to expanding reproductive. choice 
and rights, improving the health ofwomen 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: 

USA/D's Strategy 

THE CHALILENGE 

The vvorld economy has grown by an average of 
3.5 percent per ye:ar during the last quarter centu­
ry. However, the pattern ofgrowth has been 
uneven among countries and within countries. 
A significant number ofdeveloping nations have 
achieved broad-based economic growth and 
thereby reduced poverty substantially. but many 
others have not. A quarter of the vvorld's people 
remain on the margin. ofsurvival, struggling with 
malnutrition, poor housing, illness, and unem­
ployment.::Poverty on this scale is a global problem 

. that makes other ~~0ba1 problems vvorse. .. 

Economic stagnatio~ and persistent poverty in 
developing countries direcdy 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 u.s. 
exports. B.ut opportunities to expand into new 
markets cannot materialize 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 strife. 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

nendy in environmental degradation M 
" h-lri. . lm:over,

pm'atlon, poor \..d.LU1, and illiteracy Contr'b 
high fi rtili' 'd ulati I ute to 
, . e. ty. rapl pop 'on gIUwth, ::md tOod 
lnsecunty, 

The keys to economic growth and reduced 
. I;~.' pover­

~ ~ ~ appropnate po..... y enVIrOnment, 'IOund 
lnstltutl~ns. good ~~~ce. adequate investment 
and sa~, the availability ofappropri.a.te nrod _ 
. hn I ' and /' UC

tlve tec 0 ogles, acC-.."SS by t:ht popuhtion to 
~dequate food, health care, educatinn, and hous­
mg, But beyond these iY.mc rcquirt1'l'U;nU th . 

.,;...ra b ' ere 15no ~"",&,e est vvay to promOte economic gTOwth 
USAID believes that a strategy fur ea:m~1mic . 
growth ~hould be shaped by strategic ~es, 
not specific methods. What thrn is USAEf)' 
vision ofeconomic growth? . s 

USAID will help developing natiOO$ I'ttm.:anendy 
~nhance their capacity to improve the gw~ty of 
life. Our fimdamrntal goal is to hdp ~iduaIs 
within those societies improve the quality oftil ' 
own lives and share equitably in the bentflU oferr 
economic growth. We will concentl::U:t: (Jfl help­
ing nations remove the obstacles due inr.c:rft:re 
with their economic vitality, We wiJ! o...,.~ 
on helping people unleash their c.n:W'It; 41J,( trateJ 
ductive energies. The irJc...,itable rt".A.dc elf : 

...1--- . bel' .:eenu.cav'ors, we :leVe, will be b~.Ij :md 
sustainable economic gro-Nth. ,. 
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STRATEGIC G()ALS AND 

AREAS OF CONCENTRATION 

USAID aims at helping the people ofdeveloping 
nations become participants in the economic and 
political lives of their naljons, thus creating markets 
and reducing global poverty. We believe we can 
measurably contribute to t:hiS by supporting policy 
reforms in key economic sectors; by strengthening 
economic and political institutions mtical to good 
governance; by encouraging the effective func­
tioning of markets; by investing in human 
resources, especially the education and health of 
people; and by aiding pmjects designed to pro­
mote sustainable growth. . 

USAID will promote broad-based, sustainable 
growth by addressing the factors that enhanc~ the 
capacity for growth and by working to remove the 
obstacles that stand in the: way ofindividual 
opportunity. In this conteX1:, USAID will con­
centrate its efforts in three areas: 

Strengthening Marketii: 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 oflocal markets and exports. This would . 
include the enabling envitonment ofpolicies, reg­
ulations, and laws; this environment affects.agricul­
ture and commerce, especially small farms, 
microenterprises (including poverty lendiilg), and 
small businesses. USAID ""ill also address weak or 
absent institutions ofa market economy; inade­
quate infrastructure (including markets, storage, 
and transport); and technical assistance for the pri­
vatization of state-owned enterprises. 

Expandirig Access and Opportunity: 
USAID will pay particular attention to expanding 
economic opportunities for the less-advantaged in 
developing countries by helping to promote 
rricroenterprises and small businesses; by focusing 

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 ofwomen to employment, land, capital, 
and technology; and by supporting social sector 
development intended to enhance the well-being 
ofpoor a."1d disadvantaged peoples. 

Investing in People: . Building human skills and 
capacities thrOughout a society is essential for sus­
tained growth, poverty reduction. and improved 
quality oflife. USAID will support programs that 
address inadequate health services, particularly in 
the area ofbasic, preventive, and reproductive I 
health care;-education systems, especially primary 
edu~ for girls and women; technical and , 
business skills and access to tecMology; and other 
related social services and institutions that facilitate , 

.	b~d-based participation, especially by women, 

indigenous peoples, and other disadvantaged 

groups.
-
OPERATIONAL ApPROACHES 

USAID's efforts to promote broad-based econom­
ic growth will be shaped by these thematic 
approaches: 

Participation. Fundamental to broad-based 
economic growth is the widespread involvement 
ofindividuals in the economy and society at large. 
USAID programs will foster participation in this 
broader sense, ensuring that efforts co promote 
economic growth involve and enhance the pros­

. perity ofpeople throughout the productive sector, 
especially microentrepreneun, small business own­
ers, smallholders, and members ofcooperatives. 

Institutional Development. Development 

must rely on local capacities. Foreign donors can 

assisc, but the fundamental burden rests v'\ith the 

people and institutions ofdeveloping countries. 


.. USAID seeks to strengthen public and private . 
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institutions i:n developing countries, so that they 
can nunage their own development process, con­
sistent with the vvishes and needs of their citizens. 
The objective should not simply be more institu-. 
tions, but better institutions -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 degradation of the nat­
ural resource base impoverishes future generations. 
Growth that dept:nds on constant· infusions of 
grants or subsidized financing from abroad is 
inherendy unsustainable. 

Sustainability entails transformations. It requires 
the transformation of the work force so that it is 
healthier,petter educated, and more inclusive. 
Concomitandy, sllstainability entails increases in 
productivity that do not rely on the increased 
exploitation ofworkers. Sustainability requires an 
irtdigenous capacity. to generate technology appro­
priate to local nee:ds, as well as policies and institu­
tions that facilitate: the transfer and adaptation of 
technology from abroad. In predominandy agrari­
an societies, sustainability entails the transformation 
ofsubsistence farming into an agricultUre that can 
create surpluses and increase rural incomes. It 
depends upon a viable urban sector that can gener­
ate jobs, provide essential services, accorrunodate 
migration, and boost productivity. Most important 
ofall, sustainability mandates the greater involve­
ment of individuals and communities in the deci­

. ~ions that affect their welr-being. 

PROGRAMS AND METHODS 

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

support the following kinds ofprograms and 
methods:· 

In the Area of Strengthening Markets: The. 
foundation ofeconomic growth is a favorable pol­
icy and institutional environment. This creates 
and strengthens markets, which,in turn, increase 
efficiency; encourage broader participation, and 
reduce poverty. Few foreign assista.l1ce 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 enabliqg 
environment, comprising policies and institutions,. 
that systematically and consciously encourages 
both individual initiative and choice in the private 
sector. USAID's programs to strengthen markets 
will pay close attention to improved governance 
and local empm,verment, 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 buildingindige­
nous institutions and developing policies that pro­
mote openness to trade and mvestment, support 
agriculture and rural enterprise, strengthen infra­
structure and delivery ofservices in cities, provide 
adequate incentives for exports, reinforce the . 
effectiveness and transparency offiscal and mone­
tary policy and regulations, avoid inefficient 

. import substitution and unw.rrranted protection, 
and strengthen the enabling environment for 
development of the private sector . 

USAID's programs for policy; regulatory, and legal 
reforms will help govemmentsaddress such areas 
as tarifF; and otIler trade restrictions; ta.x codes; 
investment; privatization; pricing mechanisms; the 
informal sector in both rural and urban economies; 
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, USAlDwill 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 adjusonent policies that are consis­
tent with the country':) 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 education and health sectors; and 
reforms that encourage: efficient private and public 
investments in infi:astructure, especially capital pro­
jects such as roads, pons, housing, Vlater supplies, 
seVlage and Vlaste systems, and electrical grids. 

USAlD will encourage the establishment offlour­
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 policies; access to inputs, such as seeds, fer­
tilizer, credits, technologies, information, and land; 
access to domestic and export markets; and crop 
production and marketing choice. USAID will 
continue to support agricultural research - work 
that has had a global impact and is indispensable to 
developing new methods and technologies that 
enhance growth and productive employment 

,
opportunities. 

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 particil)ate in the development 
of their nation. 

This is especially true for people who are mired in 
extreme poverty. Their primary need is the 
wherewi.thal to acquire sufficient food. a modicum 
ofassets, and access to markets so that they can 
join the productive economy. Microenterprise 
development, including poverty lending, can be 
an effective Vlay to address this need-- the over­
riding, daily concern ofmore 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 ofnew businesses that provide 
incomes; helping existing enterprises to expand; 
and supporting the t':ransition ofsmall businesses 

. and micro enterprises to .the formal sector. 

To help micro enterprises 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 institutions. To help poor individuals and 
communities accumulate assets, finance their own 
development, and lessen their dependence on 
external sources ofcapital, USAID will support 
the development ofbanks and other self-sustaining 
financial institutions, including credit unions, that 
service small savers and borrowers. 

Finally; because the protection ofh1.,UI13Il rights, 
including the rights· ofworkers, is fundamental to 
sustainabilicy, USAID will support programs that 
seek to expand and safeguard these basic rights. 
USAID programs to promote economic growth 
will take into account iabor conditions and worker 
rights, especially those ofwomen, the poor, 
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indigenous peoples, economic and political 
migr.mts, 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 soci,al mobility and . 
thus serves as a formidable mechaniSm ofconflict 
resolution. Moreover, rising education levels are 
critical to democratic governance and peacefitt 
political discourse. USAID's education programs 
will give particu1ar emphasis to the quality and 
availability ofprimary education, especially for the 
poor, W()~en and girls. and minorities. The 
Agency \.vill also support targeted. market-oriented 
interventions, aimed at technical and vocational 
training; the freer flow of technology and techni­
cal information; and trainirig in business skills. 

Recent World Bank findings show that a package 
ofbasic 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 eaming a living or participating in 
society. Thus. lJSAID will support the creation 
and improvemetlt ofsystems that provide basic. 
reproductive, and preventive health care. USAID 
will also focus on maternal health; child survival, 
including nutrition, immUnizations. and treatment 
of diarrheal diseases and acute respiratory infec­
tions; access to clean water; control and elimina­
tion of endemic tropical cmd infectious diseases; 
prevention of HIV / AIDS and other sexually 
transmitted diseases; and the training ofprofes­
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 populations. In evaluating the impact 
ofprograms, the overarching concern should be 
whether standards ofliving 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 ar1S\.Vers to these kinds ofquestions: 

Has the incidence ofpoverty 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 
numb·er ofmkroenterprises expanded their scale 
ofoperations or made the transition to the formal 
sector? Have women, minorities, 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 fanners have increased 
access to improved seeds, farming methods. pur­
dusing and marketing structures. technology that 
allows them to increase their productivity, and 
export markets? Have these improvements 
increased fann income? . 

Are markets \\<"Orking more efficiendy, with 
increased levels ofactivity an.d broader participa­
tion?· . 

Have governments implemented and maintained 
agreed sectoral reforms? Have those reforms had 

I 
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the positive economic e:ffectS intended? Do the 
reforms enjoy sufficient public support so as to 
make them sustainable? 

Has the quality ofprimary 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 ofchil­
dren ofindigenous peoples in primary schools . ., 

, mcreasmg. 

Has the availability ofcapital to the poor increased? 
Are more community-based lending institutions 
operating? Has the number ofsmall saviOgs insti­
tutions, such as credit Uinons, increased? Has the, 
ability of these institutions to attract deposits 
increased? Are they viable and sustainable? 

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

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

Have the flow and availability oftechnical 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 secto~i of society? Have these 

, indicators improved: the rate of infant mortality? 
access to fanlily planning; services, including pro­
grams for'prenatal care and maternal health? num­
ber ofcases ofcommunicable 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, USAlD can 
enhance the political and economic interests of the 
United States and materially assist the emergence 
ofa more peacefuL more prosperous world. 

tI 
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Providing Humanitarian Assistance and. 

Aiding Post-Crisis Transitions: 
USA/D'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 
traditionally viewed humanitarian assistance as 
both an act of national conscience and an invest­
ment in the future. USAlD thus was established as 
both a development agency and America's primary 
means ofproviding emergency relief overseas. 

For Americans, humanitarian assistance is not an 
act of chaJ::ity, but an integral part ofour vision of 
how a community ofnations, 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 tum to the future with hope. 

~ 

The end of the Cold War has created new chal­
lenges that test the capacity ofUSAID 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 ofprofoundly 
Weak nations, particularly in Africa, have reached 
the point of terminal collapse. Other countries are 
struggling to implement fragile settlements to pro­
tracted internal Viars. 

Increasingly, tensions are exploding into armed 
conflict. Civilian> have become primary targets, 
and thousands have been killed. Entire- societies 

have been devastated. Millions of people have 
been internally displaced or turned into refugees, 
"vith scant means of earning a living, and little 
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 
'Ii'Jar, every act ofcharity may be politicized by one 
faction or another. 

The disintegration ofcivil society, in and ofitself, 
invites- disaster: Rising disorder devastates the·:;;' .;:l ... 

economy and skews the distribution offood,;:!:;·:·,·; . 
water, and eSsential goods and services:":It deStroYS'~... 
local institutions that people normally rely upon to .. 
organize a response. It makes small cal:ii:i1ities··~::,r!.~ . 

. more severe, and thus foments catastrophe. ' .' f·<.: .. 

The end of the Cold War has alsoc:reated triore"~h 

so-called transitional situations _. circuinstUlces.in 

which countries try to emerge frorria baticiDa1?"t·; 


. coriflict, a significant political traJisition, or a'natUr­

al disaster - where the timely provision ofassis­
tance can help revitalize society, reinforce ·::.'li~f:&\i-\~.. ,.. 
institutions, and preserve national 6rdei::'··These ~':";: 
countries have special needs that are·not·a~:' 
by traditional disaster reliefor 10rig~teIm'p~'" 
ofsustainable development: the rein~gra.~o~ ()'~'''t'' . 
dislocated populations, including demobili#,4.sol- .. ,. 
diers; the reStoration ofdemerit?iY .' .. .. 
infrastructure· and the c:riitioii-ofD·onticaI 
tions. Transirloruu nations"":",t:.~.;,;.~!...:::.:::.:~ 

http:circuinstUlces.in
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neously fOr either grmvth or chaos. Given the 

opportwUty and the Jjsks - especially from the 

failure to act quickly ai1d effectively - the donor 

community must try (4) respond 


USAID has learned foUr lessons in recent years that 
will guide bur pr:ogcinlS of humanitarian assistance: 

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

Armuallosses from natural disasters now equal the 
total ofofficial development assistance, so invest­
ments in prevention anel mitigation promise a signifi­

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

Increasing attention must be given. to prepa­
ration for manmade and natural disasters 
and to prevention or mitigation of their 
effects. Local politics :md government policies are 
the hidden componen~: ofall disasters, even natural 
ones, for they can ease the impact ofcalamity or 
make it worse. Prevention, especially ofmanmade. 
disasters, requires attention to policy, planning, and 
strengthening local capacities. Disaster preparation 
also demands careful examination ofreliefefforts 
and recovery plans and me asswnptions on which 
they are based - befon: disaster strikes. 

The Uilited States cannot bear the burden 
alone. It must collaborate with other donors and 
encourage them to contribute their share of the 
spiraling costs ofrelief Multilateral leadership, 
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especially from the United Nations, is essential to 

resolve underlying conflicts peacefully and to pre­
. vent discord from turning 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 
pirtnerships with every potential provider and con­
tributor ofhumanitarian 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 ofdisaster, their involvement is essential 
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 itself, 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 
socia! development, USAID can measurably con­
tribute to a more peaceful and prosperous world. 

STRATEGIC GOALS AND 

AREAS OF CON"CE NTRATION 

USAID will provide hwnanitarian 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 ofchallenges: 

• 	Disaster prevention. preparedness, and mitigation. 

• Timely delive:ry of disaster rdief and short-term 
rehabilitation supplies and services. 

• Preservation ofbasic institutions ofcivil gover­
nance during disaster and crisis and supp<>rt for 
new democratic institutions during periods of 
natic:lI1ai transition. 

• 	Building and reinforcement ofloca1 capacity to 
anticipate and deal with disasters and their after­
math. 

OPERATIONAL ApPROACHES 

USAID will emphasize certain methodologies 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 ofthe US. 
Government to foreign disasters. He also coordi­
nates American relief efforts with those ofother 
nationS'and donc.rs. 

The humanitarian, p<>litical, 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 US. Government's policy objectives 
in the nation and region seeking assistance. 
USAID will work closely with the Department of 
State and the DeI)artment ofDefense to plan and 
implement relief operations, particularly the allo­
cation of resources and the coordination ofdiplo­
matic and relief elforts. 

The effectiveness ofhumanitarian assistance will 
be determined by the workings ofan international 
reliefsystem. USAID will help to strengthen the 
capacity ofthe 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 ofthe US. Government; the United 
Nations and its agencies; multilateral development 
banks; other bilateral doriors; international relief 
organizations; private voluntary organizations 
(PVOs), particularly those based in the United 
States and in recipient countries; cooperative 
development organizations; US. 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 
prepositioning ofsupplies, establish systems of 
transportation and delivery, and make in-siru 
assessments. 

Coordination should include such things as 
enhanced cooperation with tedmical agencies of 
the US. Government that are skilled in the envi­
ronmental and energy aspects ofdisaster manage­
ment; closer ties to technical, medical, industrial, 
academic, and professional associations to facilitate 
donations ofcash, supplies, and skilled labor; rela­
tionShips with local and iI:lternational businesses to 
utilize their facilities and community ties to plan 
for and coordinate responses to disasters; ties with 
academic instirutions, in the United States arid 
abroad. to ~ individuals and communities in 
disaster prevention, mitigation. and management; 
programs to develop local and national disaster 
plans; and establishment ofadVanced communica­
tion networks and the sharing oftechnical 
resources and information. 

':', 
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USAID has extensive experience providing 
humanitarian assistance and the expertise necessary 
to manage large, complex relief programs. 
USAID's field missions possess an understanding of 
the local environment that is essential to the suc­
cess of these programs. Our capabilities 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 ofa natural disaster. Working with PVOs 
and the U.N.'s 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 poHtical and economic systems. 
These include failed :md "teetering" states, those 
subject to internationally negotiated settlements of 
protracted wars, and newly independent and 
newly democratizing: states. 

Certain criSes and transitions have urgent require~ 
ments that traditional programs ofdisaster 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 i.nfr.lstructure, and introduce politi­
cal development programs in time to encourage 
democracy. 

Integrated Approaches: Too otten, the need 
for humanitarian asSistance is the byproduct of 
poverty-related degradation of natural resources, 

such as desertification or flooding due to deforesta­
tion, or the disintegration offood 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 ofits programs to ensure that they do 
not directly or indirectly contribute to manmade 
disasters or exacerbate natural disasters. USAlD 
will encourage host governments and local partici­
pants to examine whether current economic prac­
tices contribute to cycles ofcrisis. USAID will 
support programs, especially those dealing with 
the environment and economic development, to 
strengthen the ability ofsociety to weather disas­
.ters, respond effectively, and recuperate quickly. 

.. 	 By emphasizing participatory development, the 
building oflocal capacity, and the acquisition of 
disaster management skills, USAID will enhance 
the ability Qfhost countries to pursue sustainable 
development and to sustain that development even 
in the most difficult circumstances. 

PROGRAMS AND METHODS 

The types ofhumanitarian assistance USAID will 
provide will depend on the circumstances ofeach 
specific situation and each country. To ensure that 
the United Sr.ates can respond effe~tively, USAlD's 
resources will be allocated to the following 
programs: 

Disaster preparedness, mitigation, and pre­
vention. Preparedness activities will be concen­
trated in disaster-prone countries. These may 
include such programs a~ cyclone warning systems; 
volcano monitoring and evacuation plans; earth­
quake risk management; famine mitigation, 
includi:ng early warning, vulnerability mapping. 
and coping strategies; and professional training in 
disaster manage~ent. These programs will focus 
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on preventing and mitigating disasters through 
improved construction and siting practices; 
enhanced policif:5, 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 praclke ofassessing emergency condi­
tions in order to identify relief needs and establish 
US. relief priorities. Such assessments may 

. be performed by field missions or by USAIDI 
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 dis~lSter relief, supplies, and ser­
vices. Major disasters will normally require close 
coordination widl other donors, especially the 
United Nations and its agencies, and other agencies 
of the US. Government. Indigenous, US., and 
international PVOs frequently will participate in 
the delivery ofassistance. Early disaster relief may 
include feeding programs; disease control and 
emergency medical services, including immuniza­
tions, cpild survival interventions, and maternal and 
reproductive health care; emergency shelter; and 
restoration ofconununications, basic transportation, 
and financial services. 

Disuter Assistance Response Teams. In 
selected cases involving especially serious· emergen­
cies, or situations where there is no on~site field 
presence, Disaster Assistance Response Teams 
(DARTs) will be used to assess needs. DARTs may 
also be used to coordinate USAlD's response with 
other donors and the host government, to direct 
USAID relief effotts, and to strengthen conununi­

. cation and coordination among other agencies of 
the U.S. Government, such as the Department of 
Defense, as well as NGOs and other donors. 

Crisis and transition ~sistance. USAID will 
concentrate on planning and coordinating pro­
grams that help nations return to the path ofsus­
tainable development. Specific actions will depend 
on the needs ofthe country and the contributions 

ofother 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
tegratio~ ofdislocated populations, especially 
women, children, internally displaced people, 
refugees, arid former combatants; supporting the 
. processes ofpolitical reconciliation; technical and 
logistical support for the drafting ofnew national 
charter documents; training to improve civil-mili­
tary relations; assistance with judicial reform, the 
adrninis,tration ofjustice, and the protection of 
human rights; help in organizing, conducting,and 
monitoring elections; reinforcement ofnational 
and coinmunal institutions; providing short-term 
support to strengthen local NGOs; assi$ting other 
reliefand development agencies· in locating and uti­
lizing services iUld resources; seeking matching 
funds and donations to leverage limited resources; 
and working closely with the Department ofState 
and multilateral organizations to help ensure the 
safety ofaid and relief workers. 

Since the reestablishment of a degree offood.secu­
. rityis 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 planting and hS!lp farmers 
and people returning to the f~ to end their 
dependence on relief. Food aid itself can be an 
effective transition tool where, by use of monetiza­
tion through the private sector, it is specifically 
targeted at reStoring food markets that have been 
disrupted by crisis. 
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Finally, dtt ~ent ~f enhanced techni­
cal capadtJ.t by'l?VOS and multilateral part ­
ners is altkalto the delivery ofhumanitarian 
assistance, The increased capability of these organi­
zations Qt7 only »ri¢ USAIDs mission. 

MEASURING RESULTS 

The irnp.aet ofhumanitarian assistance cannot be 
. mc:asured (mJy in telms ofsupplies shipped; the 
ultunate r:tM comes liom judging whether lives . 
have been ~;wed and communities revived This is 
a compIe.c and Iong·~term process, and to find . 
answers, uJtJr areas fOr assessing performance must 
be adcirefctd: 

First, the *t,ructure for responding to disas­
ters and to 'the needs of countries in 'crisis 
and t:I:'alHit;on must be in place. Before Crises 
occur, USAJD. in dose coordination with other 
agencies (,f the US, Government multilateral 
agencies, f'VOs, and local authorities, will ask: 

~ve. suppli~ been stockpiled and service providers 
identified? Are ~1ies secure from loss and theft? 
~en USI\JD trJrNes to deliver goods andser- ' 
VlCes, VoiD. ~ go to the right place in the right 

, amount \lilt" the intt:nded effect? 

~~ P1c-v'entitm. mitigation, and preparedness 
actM~es.(A USAID anticipated needs and are they 
effectI\~ H:.ve local c:ornnuuUties and bUsinesses 
been ~J for plannlng. prevention, and 
respo~ n() prrJPOSed shipments ofsupplies 
~ and tr'trYimtze local skills and capacities? In 
Vle\l.' of!~ <.li1.astenlocally and regionally, are 
Prepa:ratlOrllC(Jmmensurate with likely needs? 

Are ~ partncnhlps and relations with the United 
Nations Unduding the World Food Program) and 
the PVC>! undenttxxi bv all? Are mechanisms in 

. place to a,(lTdin:u.e suPPlies. donations, and,offers 
ofslciIIed bt)(1T and ensure that they are delivered 
where a:u:i When 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 reliefsupplies and services reach their 
intended destination in time to make a difference? 
Are all forms ofemergency 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 profiteering and misuse effectively controlled? 
Are foc;;d and other relief supplies distributed so as 
not to discourage local production or distort local 
prices and markets? 

Do programs ofdisease control and emergency 
. medical services, including immurrizations, 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, civil1ife, and de~ocratic gov­
ernance. USAIDand its partners will ask: 

Has the response tQ countries in criSis and transi­
tion been appropriate to their needs, political situa­
tion, arid indigenous capacities? ' 

Have national and local politicat institutions been 
strengthened? Have key elements of the infrastruc­
ture, such as. housing. communiCations, basic trans­
portation, and financial services. been reinforced? 
Are the specific needs ofinternally displaced people 
and refugees being addressed? . 



opment? 

• STRATEGIES FOR SUSTAINABLE DEVELOPMENT ..................................................................;...................................._......_..........-........................._-----------....... 


.	Has food security increased throughout the coun­

try? Do farmers have greater access to seed, fertil­

izer, and appropriate technology? Has local food 

production inCl."e:asedsignificantly and/or are more 

people able to acquire the income needed to pur':' 

chase food? 


Has there been measurable progress to'W:Ud 

national reconciliation and invigoration of the 

mechanisms ofconflict resolution., as indicated by 

fair and open elections, constitutional conventions, 

new legal codes, reintegration ofcombatants, etc.? 

Is there evidence of decreased disorder in cities 

and in the countryside? Is there increased respect 

for human right;? 


Fourth, fonow-on mechaniSms, after relief 

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 politic:a1 crises. After the crisis stage 

has passed, USAID and its partners will ask: 


Is USAID, in cootdination with local authorities 

and communities, PVOS, and mu1ti1at:eraJ. institu­

tions, developing and implementing long-tenn 

development Pr()gruIlS that meastu:ably enhance· 

the abi\ityof countries to anticipate and manage 

natural'disasters? tu:e the economic, political, 


. environmental, social, and institutional causes of 

manmade disasters being add.res:sed? 


Have countries in crisis and transition made mea­

surable progress tow.ud a political and economic 

transformation? 


:s:~~~~ 
;~'''', 
\ ..... -! 

Hwilanitarian assistance activities ultimately must,~~~! 
. be measured by .sirnple, yet profow:d standards: 


Do these activities prevent human miSery that is 

avoidable? Do they provide relief[<'1' human mis­

ery that is not? Does this assistance help countries 

that have suffered natural orm3nmade disasters 

and crises return to the path ofsust::.linable devel­
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THE SECRETARY OF STATE 

WASHINGTON 

\..­
June 4, 1999 

\ 
,.' 

.\ 

MEMORANDUM FOR ADMINISTRATOR ATWOOD 

United. States Agency for Internatio~al Development 


FROM: Madeleine K. Albright ~ 

SUBJECT: The Stat~-USAID Relationship 

As I wrote you on February 2, I veiy much welcome th~ 


closer relationship State and USAID 'aiecreatinq. You and 

I and our staffs have engaged in productive dialogue on ho~ 


to structure if. The Foreig~ Affairs R~form and 

Restructuring A6t of 1998 along with the new Executive 

Order and Delegation of Authority provide a sound basis on 

which to build the new relationship. 


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

• 	 high priority for sustainable development, humanitarian, 

and other economic assistance missions, as key. parts of 

U.S. foreign policy; 

• 	 effective implementation of programs to carry out these 

'missions; 


• 	 clear delegation of responsibility and authority to 

USAID for the management of development and other 

economic assistance programs,. with strong 

accountability; , 


• 	 efficient and effective management operation~; and 

• 	 maximum coherence and coordination in working with other 

USG agencies, donors, and multilateral institutions. 


Consistent with the Act, USAID is an independent 

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 
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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 Secret~ry delegates o~ 
redelegates to the Administrator the functions and 
authorities need~d 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 underlegislativ~ mandates and 
executive 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 M{ssion Performance 
Plaos (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/Washing~on 
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 ens~res its consistency with 
State's guidance for preparing MPPs, which USAID 
participates in developing. USAID consults with'State in 
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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 Coordinat.ion. State bureaus participate in 
USAID annual reviews of CSPs and R-4s and ~onsult on 
development of 8ureau 8udget Submissions (88Ss). USAID 
participates in State reviews of MPPs and the preparation 
of 8ureau Performance Plans (8PPs). CSPs, R-4s, and 88Ss 
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 o~erall State-USAID guidance, in~luding that emerging 
from our forthcoming review of broad coordination issues, 
these senior officials .consider policy, program, planning, 
budget, and allocation issues; requests fO,r off-cycle , 
assistance to meet emergencies or reinforce policy openings 
or diplomatic initiatives; and management of economic 
support fund (ESF) programs and the relatipnship of ESF and 
development: assistance (DA) programs. Each State and USAID 
bureau will designate an official as point' of contact. 

SenioJ:' Coordinat.ion. 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 artd the Secretary's reviews 
of State Bureau Performance Plans. The Administrator 
attends the Secretary'~ senior staff meetings and is a 
member of the Co:rporate 80ard 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 negotiations on treaties 
and other international agreements ondevelopme~t-related 
issues, and in World Bank Consultative Group meetings for 
the NIS and SEED count.ries. The Administrator, in 
consultati"n 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 muitilateral 
development programs and activities, and World Sank 
Consultativ~ Group meetings,including for NI& and SEED 
countries lNhen 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 ~o coordinate and consolidate as many 
administrative functions as possible, including retirement 
processing, a travel contract, inf.ormation technology 
mainframe collocation, ICASS, training, storage of 
household effects, and housing. 

Analy:sis of Broad Coordination Issues. As part of the' 
dialogue t4, enhance our new relationship, 'state and USAID, 
in consultation with the NSC staff and OMS, will review and 
make recorrunendations on the following issues: 

• 	 broad coordination associated ~ith development and other 
economic assistance; 

• 	 the best means to address off-cycle req~irements, 
balance long- and short-term priorities, coordinate 
policy, global and cross-cutting issues, and promote 
coordination of policy on bilateral and multil~teral 
aid; and 

• 	 the esta.blishment of general criteria for using ,OA and 
ESF resources. 

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. 
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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 withiri 90 days after it" begins. 

Brian, you and I are together laying~he 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 fo~ward to a 
close collaboration as we embark on this vital undertaking. 



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 has sent his plan and. report to the Congress on how 
.he will imple.."\1ent his ini tiati ve 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 to sustainable dev~lop~ent and 
humanitarian and transition assistance. The new State-USAID 
tie will enhance the cohesiveness of these efforts with our 
foreign pol.icy, without compromising your respo~sibility for 
management of USAID's programs. 

Assistance promotes many of our key goals, such as 
democ~atic and economic r~form, preventing arid 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 ot~~r international affairs 
priorities. 

In Und~:r 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, 
Agency for International Development 
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appropriation and the management tools it needs. The 
Adminis1:rator will report to and be under the direct authority _ 
and for~!iqn policy guidance of the Secretary of State, and will 
create development policy, implement development and other 
economic assistance proqrams and manage and .administer these 
programs. 

To maximize coherence in our goals and endeavors r will 
review tfSAID's strategic and annual performance plan, annual 
bud~et submission and appeals, and allocations and significant 
reprogrammings. I will deleqate or redelegate to USAID the 
functions and authorities it requires to carry out it:! mission. 
In carrying this out smoothly, we will establish and use state­
USAID coordination mechanisms. We look forward to USAID's 
continuin~ its excellent work in coordinatinCJ 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 wi 11 

su~tain 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-cuttinq issues' and long-term planning. 

Although set-up costs will prevent early savings, integration 

will stre~ine functions and administration, provide more 

opportunity for reinvention and widen the circle of those 

involved. We ~ill weigh best practices from!!! agencies and 

operate in a spirit of partnership. 


Assistance programs play a vital role 1n helpinCJ America 

meet its foreign policy.and international humanitarian 

~hallenges. Partly because.USAID 1s a beaco~ of leadership and 

dedicatil:>n, the United States is able to mobiliz:e many more 

efforts by other donors. We can serve our shared goals even 

better a:9 our two agencies cooperate. even more closely. 


Sincerely, 

Madeleine K. Albright 

\ 



THE SECRETARY OF STATE 

WASHINGTON 
September 28, 2000 

'. 	 . 
MEMORANDUM FOR: . Under Secretaries, Assi,stan't Secretaries 

USAID Assistant Administrators 

FROM: 	 Maci.elein,e K . AlbrightJll <Xl1~"lIotbJ.'J~ 
J. Brady Anderson ~~~ 

SUBJECT: 	 Guidance and Reco~::datiJns to Im~rove 
Cooperation and Coordination between the 
Department of State and the'U.S. Agency for 
International Development 

Following enactment of the Foreign Affairs Reform and 
Restructuring Act of 1998,. the Department of State and the U.S. 
Agency for Int.ernational 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 r~commendations on broad ,\' 
foreign assistance coordination issues. We designated Anne 
Richard ofS/RPP and Thomas Fox ~f USAID/PPC as co-leaders ~f 
this Review Team. 

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 between the two agencie's. 
These recommendations address elaborating and standardizin'g the 
process, by which we se,t clear obj ectiv,es, develop planning and' 
budgeting guidance~ formulate annual budget r~quests, and. 
implement the results of ~ongressional and the Administration's 
budget decisions. : 

We are pleased to endorse the Review Team's planning and 
budgeting recommendations contained in the "State and USAID 
Actions for Consultation andCoordination~ paper (att~ched at 
Tab l}. 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 "bud.get request for FY 2001, the procedures outlined 



..
2 

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 Stat~, 
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 role~. 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 achieve the desired 
coordination. 

The Team has given careful thought to sharpening the 
distinction between circumstances calling for using the Economic 
suppori Fund (ESF) from those calling for using development 
assistance funding, which, iricludes 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 
"~olicy Guidelines for Using the Economic Su~portFund and­
Development Assistance Funds." We ~ndorse the Team's 
"Guidelines" (attached at Tab 2) as a starting point for 
decision-makers in both organizations. 

Taken t0gether, the USAID:"'State Team's papers promote 
reaching "maximum coherence and coordination in working with 
other USG agencies, donors, and mul tila'teral institutions," a 
fundamental ~roal articulated in the June 4, 1999, transmittal 
memorandum on the State-USAID relationship. These documentsI 

also further highlight "the role of the Administrator in making 
development policy and managing and administering development 
and other economic assistance programs, ~nder the diiect 
authority of the Secretary of State. (All other reporting 
relationships remain unchanged.)" 

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/RP~) 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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initiated (or Congressionally-mandated) small assistance 

programs, including in countries where USAIb 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 

international institutions. 


During its deliberations, the State-USAID Review Team 
)

identified opportunities for closer cooperation between State 

and USAID. The "Additional Recornrnenda tions '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 actions at littleor no ·cost. We urge 
bureaus and offices to give careful consideration to these 
recorrirnendations and report back onwhith ones you will 
implement. 

In addition, the State-USAID Review Team prepared short 
overviews of the planning and ,budgeting processes for ESFand DA 
as,well as some of the major influences and 'constraints involved 
in managing ~hese accounts. ~e invite all Assistant Secretaries 
and Assistant Administrators' to review these papers and shar.e 
them ~ith your staffs. Copies are provided as attachments, (Tabs 
4 and 5) to this Memorancium. 

Attachments: 

Tab 1 : Stab: and USAID Actions for Consultation and 

Coordination, 


Tab 2 : Policy Guidelines for Using'the Economic Support Fund 

and Development Assist,;mceFunds 


Tab 3: Additional RecornInendations to .Improve Cooperation and 

Coordination 


Tab 4 : The Economic Support Fund: Budget Process and 

Influences. ' 


Tab 5: Influences ort USAID Sustai~able Development~~dget 


'I 

"­ -. 
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STATE AND.USAID ACTIONS 

TO IMPROVE COOPERATION AND COORDINATION 


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

Within State, the Office of Resources, :Plans· and Policy 
(S/RPP) in cooperation with the Office o~ 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 Bu~eau fqr Manage~ent (M) will have the lead on 
these issues. 'These four central offices/bu'reaus will meet 
regularly to assess progress in improving cooperation and 
coordination. Their staffs will participate. in the major 
meetings in Washington related to plans and budgets. At overseas 
posts, Chiefs of Mission will be expected ~Q take fhe lead.in 
assuring muiually beneficial cooperation and coordination betwe~n 
State and USAID, with attention to the preparation of the 
planning and budgeting documents discussed b~low. 

Also as a ge~eral principle, the fcibr central office~ will: 
take the. lead in assuring that relevant State and. USAID Bureaus 
provide periodic feedback to the field 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, Administrator's decisions 
regarding budget submissions to OMB, c.)· details of the final 
President' sbudget decisions, and d.) the results of Secretary.' 5 
and the Administrator's decisions on the allocation of ' 
appropriated funds. 

MULTI-YEAR STRATEGIC PLANS 

Department/Agency St~a~egic Plans - Ove~all U.S. foreign 
policy and foreign' assistance goals ~re arti~ulated by the 
Secretary of State in the multi,-yearInternational Affairs 
Strategic Plan. Development, and other ecohomic assistance goals 
and obj ective,s are further elaborated in USAID's mul t:i,-year 
Agency Strategic Plan (ASP). USAID participates in developing 
the International Affairs Strategic Plan and,State participates 
in preparing USAID's ASP. Participation will be carried out 
through the four central offices: S/RPPand siP for State prior 
to review 'of the ASP by the Secretary -- PPC· and M for USAID. 
These offices will involve other inte~ested units within their 



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

prepaiation of the USAID Country Strategic Plans (CSP) ­
USAID will p:repare mUlti-year CSPs and Chiefs of Mission. will 

clear them for consistency with USG country objectives. 


USAID Wa~hington Review of ~ountry, Regional and Global 
strategic Plans - Cognizant USAID regional and global bureaus 
will review and approve the. CSPs. Appropriate.State regional and 
functional bureau repres~ntatives will participate in these 
reviews. 

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 Secre'tary, and elaborated by the Administrator, 
s6 that overseas missions can develop programs and budget 
requests that: reflect those priorities. 

) 

.' . Program ,and Budget Guidance, USAID - The USAID planning and 
'budget process begins in December with the issuance byPPC and.M 
of annual planning guidance, which sets the parameters for 
submission by overseas miSsions and other operating units of 
Results Reviews and Resource RE:;quests' (R4) documents. R4s report 
on how the USAID program is performing relative to expectations, 
and they make detailed requests for resources (program funds, 
staff and~per~ting expenses) for the planning period. St~te 
reviews R4 guidance to the field ~nd ensur~s its consistency with 
State's guida.nce for preparing the annual Mission Performance 
Plans (MPPs). 

Program and Budget Guidance, State- S/RPP and SIP, 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 ~bout the same time as 

USAID's R4 guidance.is framed. USAIDwill participate in the 

development of MPP guidance. 


Both forms of' annual guidance 'will identify any' geographic 
and functional priorities to be considered as the MPPs and R4s 

.are prepared. 

Timing of the Program and Budget Processes - Starting 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 

2 
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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 foliowin;;r 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 whetherDA 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 

objectives. 


State Preparation of MPPs - Under the supervision of the 

Chief of Mis::;ion, Country Teams will prepare MPPs. USAID 

missions will participate'in this process, and main elements of 

the R4s will be reflected in the MPPs. 


In countries where USAID has·no staff presence, the USAID· 
'regional burea~ or office responsible fot the country. should be 
consulted early in the preparation process, and their inputs will 
be included i.n the MPP submitted by the Embassy. 

As in th.e past, program and budget proposals in the R4s and 
MPPs will remain tentativ~ until final decisions have been made 
on the President's Budget and communicated to, the field. 

WASHINGTON REVIEWS, OF ANNUAL PLANNING ,f;. .BUDGE TINGDOCUMENTS 

To promote consultation and communication in Washington, 
each State bureau and cor~esponding USAID bureati will confer to 
identify issues of'development and other eco~omic assistance 
including issues arising betweeri MPPs and R4s. The bureaus 'will 
develop possible solutions for these issues~, The best practice 
is to communicate regularly and well in advance of th~ review 
sessions described below. . 

Each State artd,USAID buieau 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 b~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 
Administrat0r or a Deputy Assistant Administrator. 

. , 

USAiD Reviews of·R4s - USAID Washingto~ 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 representatives will participaie in these R4 
reviews. 

i 
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 representative~ and officials from other agencies 
~ill partici~ate in these MPP reviews. 

NOTE: In State and USAID, only about one-third of the MPPs 

and R4s submitted each year are reviewed in senior interagency 

fora" . Cognizant desk officers organize the review and comments 

on the remainder. 


WASHINGTON PREPARATION OF BUDGET SUBMISSIONS 

USAID Bureau Submissions - Following the·R4 reviews, USAID 
Assistant Administrators will decide on budget requests to the 
Administrator, and their bureaus prepare 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 PPCin early Juiy. state 
representatives consult on thedevelopptent of the BPBSs. 

State Bureau PerformanGe Plans - Following the review of 
MPPs, State Assistant Secketaries also decide ori budget requests, 
and their bureaus ~ill prepare Bureau Pe~formance Plans (BPPs), 
which cover both' program and opera,ting 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 aiso lead interagency Iteams, itlcluding 

USAID, that will prepare materials for Senior Policy and Resource 
'Reviews with the Secretary or other Department Principals (s~e 
below) . 
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USAID A.dministrator Reviews - The USAID Administrator will 
conduct a series of BPBS reviews with each Assistant 
Administrator during late summer. The relevant State Assistant 
Secretaries or SEED/NIS Coordinators and SIRPP and SIP , 
representatives will be invited to participate in the review for 
each bureau~ The reviews will cover both geographic and 
functional programs. '! 

State's Senior Policy and Resource Reviews - During the late 
summer, the Secretary or 'another State Department Principal will 
chair reviews in which each regio~al and ,functional assistant 
secretary will present, policy priorities and resource requests. 
Relevant State bureau senior staff, senior USAID officials and 
representati '\res from other agencies will be iinvi ted to 
participate in the reviews~ 

Prepara4ion 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, SIRPP and SIP, 
with USAID participation, will work with relevant bureaus to 
prepare budget recommendations for those program funds (includi~g 
the FSA and SEED accountS) over which State has direct control. 
The Under Secretary for Management will oversee the preparation 
of recommendations for operating expenses and other programs that 
State/M ~raditionally oversees. 

USAID Administrator's Decisions - Based on the materials 
prepared for the Administrator, and informed py 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 .,."i1l continue to perform the functions specified in 
legislation and in their respective charters., 

'Preparation of the Function 150 Request to OMB -. Based on 
the results of State budget recommendations, the budget requests 
of other agencies and specifically taking into account the USAID 
Administrator's decisions, SIRPP and SIP, in consultation with 
PPC, and M, will make recommendations to the Secretary on 
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resources for.all international affairsactivitie~. 

Secreta~y's Revi~w - As part of the Se~retary'~ 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 
decisions. 

OMS BUDGETru~VIEW AND DECISION PROCESS 

'OMB Budget Hearings -OMB will hold a number of hearings on 
the components of the State/USAID budget' requests in Oct'ober and 
early November. Representatives of both State and USAID bureaus, 
to the extent that they have a responsibility for or signific~nt 
interest in the programs under consideration, and staff of the 
four central offices ~ayparti~ipatein these hearings. 

Decision Making Process - After meetings with the OMB 
Director, OMB staff will "pass back" the Director's initial 
decisions, normally just before ~hanksgiving,with a deadline of 
up toa week for appeals to the Director. 

Coordination of State and USAID Appeals -,' After consultation' 
with PPC and USAID/M, S/RPP. and SIP 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 offi6ials will 
participate in discussions, with OMB about their appeals and,in 
~ny meetings with the President,that inclride issues within their 
purview. 

Unresolved appeals are submitted to the-President" who 

normally makes the final decisions before Christmas. 


I 

BUDGE'r JUSTIFICATIONS TO CONGRESS AND RELATED DOCUMENTS 

Congressional.'Budget J~stifications - 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 th~ Foreign 
Oper'ations CPD documents that deal with USAID programs. After 
review by the Secretary, CPDs will be transmitted to Congress on 
or shortly after February I, the date, on which the President's 

, , I 
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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' transmittal to. Congress! 


ALLOCATION OE' FUNDS AFTER APPROPRIATIONS ARE', ENACTED 
, , ' 

USAID Actiens After Appropriatiens- Follewing enactment of 
the annual appropriatiens bill, M and PPC werking with the Bure~u 
for Legislative and PublIc Affairs and with the Office of the ' 
General Ceunsel will analyze legislative provisions and report 
language to. determine constraints on pregrammingwithin the 
apprepria ted amounts. 'In addition, they will consult with 
Congressienal' committee' staffs. Based en this werk, M and PPC 
will develop recemmendationsen allocatiens ef funds of ,the 
budgetacceunts fer which USAID is respensible. S/RPP andS/P 
will participate in this 'precess, and State views will be 
presented to.' the Administrater' when he makes his decisions. 

State Ac:tie'ns After App;epriatiens- S/RPP werking wi th the 
Bureau of Legislative Affairs and the Office,' ef the Legal Advisor 
will also. ev€:rsee an analysis ef appropriatiens acts and make ' 
recommendations to. the Secretary o.n ESF'andother'Foreign 
Operatiens allocations. USAID (M'and PPC) will. participate in 
this process, and will work with S/RPP to. determine hew to.' r'espond 
to. Cengressienal requir~ments that may be metfrem mere than one 
'acceunt~ USAIDviews will be presented to. the Secretary when she 
makes her decisions on these accounts and simultaneously reviews 
the AID Admin.istrater's allocatiens, that have pelicy and ' 
budgetary sig'nificance. 'Absent majer' Cengressienal budget , 
reductiens, there sheuld be nQ issues over implementing pregrain:s 
appreved'bythe Secretary in the Congressional Presentation 
Documen t . ' , 

Reperts to Cengress - Fellowing the, Secretary's and the 
Administrater's decisiens en ceuntry levels fer 'each relevant 
acceunt, State and'USAID staffs will prepare reports ,to Congress 
en these allecations, ,as required by Sectien,653 (a) ef the 
Fereign Assistance Act. These reperts.are due ,30 days after 
enactment of Foreign Assistance Appropriations. 

. . , / 
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OUT OF CYCLE PROGRAMMING AND BUDGETING ACTIqNS 

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 neCeS!5ary to set aside a portion of the requested funds to 
help defray unplanned costs associated with design, management 
and other reciuirements. 'Sta,te 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 
DDijkerman/PDuSault/RGlass 
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, POLICY GUIDELINES FOR USING THE ECONOMl:C SUPPORT FUND 
AND DEVELOPMENT ASSISTANCE 

This paper presents general guidelines to assist in making 
policy d~cisions on whether to use the Economic Support 
Fund (ESF) or development assistance (DA). to finance a 
foreign assistance activity. The term development 
assi~tance is defin~d to include both the. Development 
Assistance and.the Child Survival appropriation accounts 
and, starting in 2001, the Development Fuhd for Africa. 
Considerations relating to the availability of funds must' 
also be addreSSed. 

Legislatiq~- The Foreign Assistance Act of 1961, as 
amended (FAA), goverris the uses of both·ESF and DA. Under 
that Act and subsequent delegations of authority: 

• 	 ESF is provided in recognition that, urider special 
economic, political or security condi tibns, the U. S . 
national interest may require economic :support for 
countries in amounts, that could not be 'justified solely 
under DE~velopment Assistance authori tie:s. 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 disaster assistance and aid to the fo'rriter Soviet 
Union.) , 

• 	 ESF policy decisions and justifications' are 'to be decided 
by the Secretar~ of State in coop~ration with USAID. 

• 	 There are extensive legislative ~rovisionsgoverning the 
purposes for whi,ch 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 live~. 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. " 



".2 .. 
" 

• 	 DA allocations are to be decided by USAID in consultation 
with State and reviewed by the Secretary consist~nt with 
the Foreign Affairs Reform and Restructuring Act of 1998 
and subsequent Executive Order and delegation of 
authority. ' 

Basic Crit,eria - 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 0+ funding. The 
three criteria are: the U.S. foreign policy interest, the 
recipient's need for assistance and the recipient's ability 
to use the funds effectively for development. 

( 

Each criterion weighs differently in determining whether to 
use ESF or DA funding. ,The relative importance of ,broad 
foreign policy objectives is given relatively greate~ 
weight when allocating ESF, whereas the development'need 
and ability of the recipient to u~e the funds effectively 
for development are given relatively greater weight in 
allocating DA. Nevertheless,'in making DA decisions, other 
U.S~ foreign policy interests will be considered, and in 
making ESF- decisions, need and the likely:effectiveness of 
the assistance will be ta~eninto account~ , 

, 	 ' 

Principles - The following principles provide 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 ~s early as possible after a proposed 
program ot activity has been identified to allow time for ,a 
careful determination of the appropriate type of funding. 

)0> 	 In general; the use of Development Assistance funds 

should be favor~d to the extent that: 


• 	 a development need exists and there will be a foreign 
policy benefit from providing the assistance,: 

• 	 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 perf6rmanci, 

• 	 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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• 	 the results of the assistance will be judged p~imarily 
against development criteria. 

~ 	 In general, the use of the Economic Support Fund should 
be favored to the extent that: 

• 	 the U.S. national interest requires economic support 
for countries in an amount that could not be justified 
solely in terms of the factors described above Q 

regarding the use of DA, 
• 	 the desired results are judged in large part in terms 

of economic and political stability. (It should be 
noted that achievement of such results is often 
heavily affected by external factois, which can delay 
or frustrate progress.), 

• 	 assistance to serve the objectives is to be provided 
in ways that differ from standard DA mechanism!:i, 
e.g., as budget or balance of payments support, and 

• 	 there is very little development need. 

~ 	For ESF programs, unsatisfactory progress in achieving 
narrowerdev~lopmental objectives need not be a cause for 
termination of funding if the broader pbrposes 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, anq. 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 ~bove. 

<	Shortage of' ESF Funds: If a proposed activity would 
normally be funded from ESF but insufficient <ESF re'sources 
are available and if the provision of DA as a substitute 
would exceE~d the amount that development 'criteria would 
warrant, then th~ use of other funds will be considered. 
Funds from other accounts within Function 150 (for example, 
Peacekeeping Operations) and then from out~ide the function 

<" 
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(for example, asa drawdown of Department'of Defense goods 
and services) should be considered for use if that use is 
consistent with the underlying authoritie~ of the potential 
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 appropriations. 

State-USAID Task Force/ESFvsDA 1....:14.doc 
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ADDrrrONAL 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 Administrator of the u.S. 
Agency for tnternational Development haveap~roved the paper 
"State andUSAID Actions to Improve Cooperation and 
Coordination" which describes a range of· act,ions related to the 
planning, budgeting and program implementation. processes. This 
paper discusses additional actions to broaden understanding and 
coordination between the two organizations. ' In many case~, 
state and US]\.ID can implem~nt these actions at little or no 
cost. The SE!Cretary and the Administrator urge, bureaus and 
offices in both organizations to give c~reful consideration to 
these reco~Emdations and support the follow on efforts 
proposed. 

ESF Apportionment Process 

S/RPP and USAID's Office 6£ Budget .(M/~) will co-lead a 
review of the ESF apportionment. (release of fl.lnds) process. . The 
current 'system was not designed to handle the increasing number· 
of apportionment requests now handledannualiy, or to be 
responsive to the increasing number of cases where the funds 

. must be made available rapidly in. emergency and post-:-conflict 
·settings. The'review will focus on streamli:r;lingthe:stepsin 
the process, and on accelerating a'ction consistent' wi th Office of 
Management and Budget guidelines. Among the:issues for review 
would be guidelines regarding use.of program funds for progfam 
management and monitoring,. standardization of documents at each 
step of the process, enhanced bureau capabilities to monitor the 
:process, and more systematic liaison 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 


. jointly plan a 'Summer 2000 conference for both State EST 
officers and USAID Environment officers is a 'positive example. 
State and USAID could als6 invite representaiives froci 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 ofiicers to part{cip~t~ in regional conferences of 
USAID program officers is another option. 

". 
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Enhanced Training 

Oppbrtunities exist to promote strongei 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 arid the practical 
constraints under which USAID operates in complying with Federal 
procurement regulations and Congression~l requirements. 

The National Foreign A,ffairs Training ~enterhas 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 oth~r courses. One ,suggestion might be 
simulation exercises 'related to aspects of the inter-agency 
budgeting process in Washington. Such material would be useful 
for staff menIDers going to planning officer positions in State 
bureaus, and for USAID officers. This forma,l training could 
prqvide 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 
offer clear benefits to both agencies if they can be structured 
to facilitate greater understanding and te~hnical coordination 
as well as share information in specificare~s 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 area~, a State bureau might send a person to ~ork in 
USAID's Global Bureau Environment Center to work on global 
climate change issues or to the Democracy Center to work on 
corruption oi the rule of law. S/RPP and s/~ could exchange 
staff with PPC or M for a three to four month period during 
which both agencies conduct senior level'policy and r~source 
reviews. This could be instrumentaf 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 in the past, but 
currently are ,seen as an except~on. Whiie s~aff shortages in 

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

Better Understanding of the Budget Processes 

While enhanced 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 assistan.ce activi ties wi thin a bureau's 
region or arE~a qf functional competence.; Expertise in planning 
and resource management should be recognized and rewarded, 
While relations between the State and USAID bureaus responsible 
for Latin America have historically 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 witb the appropriate illternational 
financial institutions. Informal information sharing between 
the two bureaus and close cooperation.early on in determining· 
budget priorities yielded a more coherent budget development· 
process and an· improved ability to defend the budget reqUest.' 

http:assistan.ce


THE ECONOMIC SUPPORT FUND: BUDGET PROCESS AND INFLUENCES 

Introduction 

International Affairs agencies in recent years have been 
busy in developing tools to forge new links ~etween U.S. 
national intE:rests and the program resources intended to promote 
those interests. The adoption of the Intern~tional Affairs 
Strategic ~l~n in 1997 gatre rise to what is becoming a more 
systematic effort to translate broad worldwide goals into 
region-wide a.nd·country specific objectives. 

This paper provide~ ~ brief history' of Economic Support 
Fund (ESF) assistance and Considers some of the influences on 
iti evolution. The p~per outlines how Country Teams and agency 
headquarters in Washington develop the annual ESF request for 
the President's Budget, wherein State bureaus increasingly seek 
ESFto fund new initiatives. There isa discussion of how that 
request moves through the legislative process, including a 
growing tend~ncy by Congress to direct ESF for specific 
pr6grams/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 discre~ionar~ ESFis intense. In addition, because even the, 
best planning process can not anticipate every contingency,. the 
paper will review how the Administration can'respondto needs 
arising after appropriations have been enacted .. 

Brief History l 

Predecessor funding authorities, for what is nowESF vrere 
~nacted in the early Cold War p~riod. 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 
assis~ance.· For several decades the lion's share of the funding' 
was allocated to 66untries 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 ESFlegislation calls fgr this 
assistance- to be used to the maximum extent ~easible 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 legislative provisions governing what: is now ESF have been 
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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 term~, is the effort to use ESF to 
promote regicm-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 Program Budget Development,Process: Actions'in the 
Field 

The 1997 adoption of the International Affairs Strategic 
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 Wa~hington, 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 recommendations are transmitted to 
Washington ,as Mission Program Plans (MPPs). The MPP - which is 
due tQ Washington in April - is the document, that initiates the 
budget process. 

The Process in Washington 

The enhanced approach to inter-agency pl~nning overseas is 
evident in Washington as' well. ,The Se-cretary 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 evolv~s further, however, the 
expectation is that the MPPs 'will include ~ higher proportion of 
such funding recommendations. 

Concurrent with these inter-agency meetings, Assistant 

Secretaries oversee preparation of Bureau Program Plans (BPP, 
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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 norm~lly th~ prima;y focus of the Se~retaiy's review, 
pending current year budget issues/constraints may also be 
discussed. . These presentations allow opportunities for . 
questions by the Secretary and 6ther 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 r~gion, the just~fication 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 suppor~ing this portion of 
the; budget pre~arationprocess 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. 

Resolving Funding Differences· and Submission of the Budget . 

. Once thE~ Se'cretaryand/or Corporate' Board Under Secretaries 
have reviewed bureau presentations, the focus shifts to . 
presenting the Secr~tary's function 150 (Int~rnational Affairs) 
budget reque~;t to the Office of Managem~nt .and Budget. As the 
Secretary's resource advisor, S/RPP is responsible --'after 
consultatio~s ~ith Stat~ regional and functibnal bur~aus and 
USAID as well as·, other International. Affairs' agencies for 
presenting a budget function 150 recommendation for her 
review/concurrence. Where budget diffeFence~ exist between 

. S/RPP 'and assistant secretaries, S/RPP ensures that the 
Secretary is fully ~ognizant of such diffeiences. During this 
stage, the Secretary may speak with assistant secretaries about 
funding differences before making her fincil decision. After the 
Secretary's decision, S/RPP prepares the function 150 budget for 
submission to OMB. ' 

The Function 150 budget submission is provided to OMB in 
mid-Fall. However, the Department-- fora number of reasons 
rarely meets OMB's September deadline. Subsequent Ol'1B' budget 
hearings and negotiations with OMB result in its budget 
~passback" (counterproposal), normally'just before Th~nksgiving. 
During, the following few days, S/RPP, on behalf of the 
Secretary, negotiates informally with OMB to, raise accoun't 
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 
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settled during these informal negotiations,S/RPP subsequently 
prepares ,a formal appeal letter, for· the Secr,etary 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 pegdtiations, 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 President's budget rollout on the first Monday 
in February. ' 1 

During and after the appealprocess~ S/RPP work~ 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: 

. (' 

o 	The International Affairs Summary and Highlights document, 
which is provided at budget rollout andpr~sents a snapshot of 
the President's, full budget submission, for Function 150 i and 

o 	The :Congr~ssiorial Presentation (CP) for Foreign Operations. 
,The CP provides not only a detailed request for Foreign 
Operations but also gives 'Congress a comprehensive 
'justification, 	linked to the IASP, of, the President's hqdget· 
submission for all of Function 150. 

The Role of Congress 

The Foreign Assistance Act of 1961 as amended (FAA) 
provides the primary legal authority gov~rning ESF. Because­
Congress has not passed a foreign operatioris authorization-act 
since 1985, atnendment of the .FAA - through a hodgepodge of 
iegisl~tive vehicles but particularly appropriation~ bills~- is 
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 I~oreign Operations appropriations committees are 
increasingly using report language to recommend/direct ESF for 
specific programs/purposes. For example, the'Congress has in 
recent years begun earmarkingESF for politically-sens~tive 
programs seeking to support the Iraqi opposition and Burmese 
exiles/dissidents. Significant 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 
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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. ' 

ESF Allocation Process 

Taking into account 'traditional funding levels and/or 
earmarks for the Middle East, other Congressional earmarks; 
Presidential priorities ahd 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/irreducaples 
(Haiti, emer~Jency 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 Sustainable'Development assistanlce'can be 
mobilized for Presidential initiatives, the pressure on the ESF 
account abates somewhat. 'Nonetheless, the competition for these 
limited resources is keen~'As mandat~d by the Secretary, S/RPP 
has the lead in sorting out the competing deI'flands for ESF 
resources. 

The S/RPP Director, through informal'consult~tionswith 
senior officials at State, particularly the Under Secretary for 
International Security and Arms Control (T), ,and USAID, seeks to 
build a consensus onESF allocations. The intended outcome is 
an S/RPP ESF allocation recommendation to the Secretary. 

S/RPP's recommendations take into 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 ~esigned in large 
part to settle ESF differences with regional assistant 
secretaries, limited discretionary ESF funding makes settlement 
difficult. Therefore, S/RPP's allocationrecommendat~on memo to 
the Secretary includes attachments from regional bureau' 
assistant secretaries; USAID, and possibly other concerned 
parties conveying their views to the Secretary_ 

Once the Secretary makes her decisioris tin the 
re~ommendations, S/RPP moves quic~ly to notify relevant bureaus 
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and USAIDof the ESF allocations. This written feedback often 
includes a pledge of good faith efforts to lbok 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 ~ame 653(a) report. 

Implementation 

.Because of the compe.ti tionfor 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 di fferent 
steps that lead ~o eventual obligation of funds. One of the 
factors influencing the allocation process has been controversy 
over how cert~l.in specific' programs, particularly the 
politically-sensitive Burmai' China, and Iraq Opposition 
earmarks, will be implemented. Compliccited negotiations on 
program implem~ntation mechanisms· have sometimes delayed the 
providing of assistance. Delays have dra~n Congressional ire, 
making program implementation even'more diffi<:=ult. 

,The following examples represent a common sampling of the 
various ways in which ESF is administered: 

1. 	Approved US'AID-Administered Programs:, For 'many programs 
justified in the CP with approved allocati6ns, USAID is 
solely responsible- for administrati'on of the program. 'In 
certain cases, such as the Education for Democracy and 
Development Initiative~ an inter-ag~ncy proc~ss functions in 
program development and oversight. When USAIDrequires 
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 is 
identical for no-year, carry-forward, and current year 
funding. USAID prepares' the Congressional Notifications for 
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the programs it administers and clears th~ Notification with 
State. ' Ollce the apportionment is approved USAID implements 
the progrcllO.. 

I 

2. 	Approved State-Administered Programs:USAID administers the 
,vast 	majority of, ESF programs. Nearly al;!. ESF programs that 
State administers, fall under global or regional accounts. 
Because these accounts are broadly ju~tifiedin the CP, these 
programs, for the most part, further definition of activities 
is requirE!d before approval by T and' notification to ' 
Congress. Additionally, because ESE' is apportioned to USAID, 
transfer or allocation of the funds from USAID to State must 
be effectE!d 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 some J 

cases, co-senders (e.g., AF and DRL, for Africa democracy 
programs)'. However, even when specific offices of either 
agency adm.inister a program, each agency retains some 
management responsibility for oversig~t. 

3. 	 state/USAID Reprogrammings: Due to quickly changing world 
events, ESFreprogrammings, 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 n'eeds. In cases that require 
personal involvement by the Secretary or other State 
Department or USAID principal,S/R~Ptakes the lead on 
identifying 'an appropriate ESFsource~ 'Because an 
appropriate source may cut across regional bureaus, S/RPP, in 
most cases, will draft the decision memo to the Secretary. 
Once a decision is made by the Sec~~tarYI the rest of th~ 
process outlined in 1 or 2 above applies. 

RPPGEN/State-USAID Task Force/ESFOV 1 
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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 triey are responsible, 
based on agreed management contracts with US:AID/Washington which 
e~tablish a long-term (five-to-seven year) d~velopment strategy 
~nd indicative financing plan £or each missi~n/operating unit. 

The top--down resource constraints involve a combination of 
factors. Two of them are largely externally determined: foreign 
pdlicy pr~orities and "functional" br sectoral priorities. Two 
other factors are.determined byUSAID: program performance data 
and manageme.nt capacity constraihts. The interplay of these 
bottom-up/top-down processes makes for very complex budget 
setting. Conceptually, fQreign policy priorities (measurement 
of which is discussed below), are generally fairly well 
understood in the foreign affairs community.: Functional 
priorities, however, and, toa lesser degree, performance data 

. and management constraints, are not as wellunder~tood or as 
predictable in terms of, the way each info~ms'budgetdecision­
making, regardless of whether· they are considered individually 
or in conjunction with others. ' 

Functional priorities. These are driven by a combination 
of internal USAID policymakers -- i.e., development specialists 
in a va~ietyof fields such as econ6mics~ 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 
organizatiQns, 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 approRriations 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. Als~ 

contributin~ to the complexity, some sector targets are budgeted 
entirely with.in the Development Assistance accoun.t while others 
derive funcis from multiple USAID-managed accounts including ESF, 
Support for Eastern European Democracy and the ,Freedom Support 
Act as well as Development Assistance. 

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. Howev'er; 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 
possible to establish a direct, li~ear connection between 
resource availability and program outcomes i i. e'. , poor 
performance milyhave been caused by devoting insufficient 
resources to an objective/. suggesting subsequent increases, 
rather than reductions, maybe' in ,order.' To help inform 
understanding of the connection between~results, and resources, 
the Agency ofteri looks at the o~tcome of successi~eyears~ 
efforts, possibly annually modified by exper~ence~ in poor 
performeri. Th.ere is also the problem of meaningfully measuring 

, improvements in performance on an annual basis' and the 
difficulty of e~trapolating priorperformance'intothe futur~ 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 dictat'e 
continued funding to a high-priority country, 'or even a· specific 
sector within such a country, e.g. one: with a high incidence of 
HIV/AIDS. In 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 elemtent 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 II s allocation choices b~tween co;untiies!' Changes 
in allocations' among countries on the basis o{ performance 
differences occur mainly when the non-performahce factors are of 
equal weight. 
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Management capacity. Recently/the Ag~ncy'scapacity to 
oversee and manage itsprogr'ams 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 increasingly thinly, thi~ means that 
opportunities ~or oversigh~ and high-le~el p61icy dialogue and 
negotiations, inherently governinental functipns which must be 
performed by direct-hire staff, are reduced, making some' 
pro'grams, 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 
procurement actions generated by such programs is increasingly ,a 
constraint to program implementation. ,And, most important toa 
discussion of budget constraints, the 's~aff shortage precludes 
planning, budgeting and,implementing significant programs in all 
the countries in which th~ ~epartment~nd USAID conclude that 
U.S~ economic: development assistance res.ources should be 
deployed. I 

These fa.ctors combine to establish the priorities for long­
term Sustainable Development assistance. To an increasing 
degree, however, short-'term contingency requirements --e.g., 
,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 unforese~en demands 
furthe~ complicate long-term budget planning and execution 
during the annual budget planning and execution process. 

Budget Process 

USAID budget development begins with annual guidance 
organized by the same goal area,s set forth iri the Agency 
Strategic Plan. The guidance provides both aggregate ~lanning 
ceilings and "benchmark" levels for each of five goal areas1 , 'and 

I Economic Growth and. Agric~h!ral Development; Human Capacity Development; Population, Health and 
Nutrition; Envirorunent; and Democracy/Governance. " 

.. 
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2several sub~9'oal areas defined in the Agency strategic Plan. 
The overall planning ceiling for the various, Agency a~counts is 
determined, in the ·first instance, by annual. planning guidance 
from OMB,' usually based 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 ott budget priorities discussed above. For FY 2001, 
the Agency is considering the impact of taking greater account 
of specific anticipated Congressional pr~orities where prior 
experience ,suggests they will be continued. 

The aggregate benchmarks ar'e allocated among bureaus by 
USAID's central budget off~ce -- usually'based on prior 
allocations except where new concerns in specific sectors have 
known regional dimensions (e.g., HIV/AIDS in Africa) -- and the 
Bur.eaus allocate these in turn amongindividual 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 ~esource Request 
submissions ("R4s") by operating units (field'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·embassyMission 
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 prio'r and expected 
results, prior ~vailabilities (pipeline balandes), and mission 
forward fundinq- plans; they also may propose funding for new 
initi~tives 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 

2 Agriculture and micro-enterprise within economic growth; basic education with hUman capacity development; 

population, child survival. IDYlAIDS, and infectious diseases; and global c~e change. , ' " 
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indicators, country need or level' of development3 ,partnershipbr 
host governmE:nt commitmene and, foreign policy priorityS, the 
need for new resources vs pipeline availabilities to carry out 
the management contract, and congruence of the request with the 
benchmark allocations. USAID b'ureaus 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 perforntance, foreign and/or development priorities -- and 
~resents a budget.,which represents a significant departure from 
Bureau benchmarks. 

In finalizing its annual September budget request, which is 
reviewed by the Secretary of State before transmittal 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.A.gency normally describes the costs, 'in terms of 
ioregone opportunities, of being held to ~uch levels. Also, the 
Agency oft~nproposes 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 reductions in 
PllN and ENV funds. ' 

In the passback,' OMB specifies 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 available, 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 r,eduction 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 differently 
from population, health and nutrition, distortion in'strategic 
planning occurs as the economic growth cut is distributed in the 
Agency's request to Congress. In any everit, 6nce the 

I 

3 Based on an index that includes per capita income in purchasing power parity terms, infant mortality and fertility, 

similar to the UN'sHuman Development Index. ", '\ 

~ Based on an index that includes Freedom House scores for political and civil liberties and an internally generated 

rating of economic policy peiformance reflecting fiscal, monetary, trade and exchange rate policies. 

S Based on numerical ratings from a State Department analysis that estimates the range and intensitj of US interests 

in a country for purposes of identifying core staffing requirements. , ' 
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President's decisions are final, Agency. reallocation decisions 
are made, using the same principles outlinedtabove for setting 
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 Survi~al/Diseases account at 
the expense of successive reductions in the Development 
Assistance account,' and Congress has refused, to' re-'insti tute the 
Development Fund for Africa. The appropriatj,ons committees also 
specify some earmarks and, more importantly, ,a large number of 
directives. The effect of the combination of cuts in 
Development Assistance and directives is ,to cause serious 
further compression of the 'nnon-directed'~ Dev:elopment Assistance 
funds, again mainly {n the economic growth arid 
democracy/governance sectors. 'This compression, however, is 
partially offset by a c'ongressional limitation on funding for 
population assistance Citself a compression in family planning 
programs). Conversely,. the compression in ec;onomic growth and 
democracy/governance programs is compounded by White House 
insistence on minimum 

, 
levels for' environment ,funding. 

Negotiation with con9r~ssional appropriators ,on compliance 
wi th directiVE~S results in some reductions, a:t the margin, for 
certain directives but 'the majority end,.up fupded as specified. 
Moreover, reaching agr,eement on ,funding levels for the various' . 
directives is made more difficult and time-consuming by the fact 
that House and Senate appropriators often: take very different 
approaches to their bill and report language.: Most recently~ 
the Senate FOI'eign Operations Appropriations Subcommittee has. 
been less averse to outright earmarks than it~ House counterpart 
subcommittee, but the latter. still is prone to numerous 

, ; I 

directives.which, if disregarded, become threatened earmarks and 
so have virtually', the same impact as' earmarks ~ The 
Subcommittees are not generally persuaded by explanations of the 
adverse impact of increases for their priorities on USAID's lost 
opportunities in other seGtors. 

Once agreements are reached on compliaFlcEf with directives, 
the responsibility for each of them is di~tributed ~o operating 
bureaus as part of overall allocations of new ,obligating 
authority. These allocations are' di,stributedin turn :by bureaus 
to their field missions and headquarters offices as the 
operating year budget and the resulting countiy levels are 
reported'to Congress in the annual 6S3(a) ~eport~ Thisre~ort' 
compares' the original Agency request with the:total operating 
year budget' allocation for each country. ,Operating units then 

.. 
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distribute total availability and responsibility 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 wit~ House Foreign 
OperCl:tions Appropriations Subcommittee staff. 

Concurrent with the preparation of the Statistical Annex, 
operating units code obligations of prior year, current year and 
budget (request) year using a set of ,Emphasis A,rea codes which 
ch~racterize the USAID budget according to a wide variety of 
sector-specific areas of interest tb ~pecific constitu~ncies. 
This coding permits allowing the Agency to relate its funding 
plans to specific country programs and strategic objectives. 
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