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FOREIGN OPERATIONS, EXPORT FINANCING,
AND RELATED PROGRAMS APPROPRIA-
TIONS FOR FISCAL YEAR 2002

TUESDAY, MAY 8, 2001

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.

The subcommittee met at 10:04 a.m., in room SD-192, Dirksen
Senate Office Building, Hon. Mitch McConnell (chairman) pre-
siding.

Present: Senators McConnell, Leahy, and Bennett.

AGENCY FOR INTERNATIONAL DEVELOPMENT
STATEMENT OF ANDREW NATSIOS, ADMINISTRATOR
OPENING STATEMENT OF SENATOR MITCH MC CONNELL

Senator MCCONNELL. Mr. Natsios, let me apologize in advance
for what I expect is going to be the most disjointed hearing you
have ever participated in, because the Senate at 10:15, is going to
go into a series of three votes. We are going to try to tag team this
in a way that does not take up your whole day.

It is a pleasure to welcome you to the Foreign Operations Sub-
committee. Your background makes you uniquely qualified to take
charge of the U.S. Agency for International Development, and I
have no doubt that your time on the “Big Dig” in Boston will serve
you well in your many tasks ahead.

In the past, I have been extremely critical of the Agency for lack-
ing a strategic vision, failing to establish concrete goals, and failing
to deliver assistance in a timely and effective manner. I have re-
peatedly and publicly taken issue with poor management and inef-
fective leadership in Washington and the field. Although recently
confirmed, you seem to have wasted no time in trying to address
these shortfalls.

You are off to a good start. Identifying management and per-
sonnel reform as your first priority gives me hope that real change
at USAID is in the offing. I note that the fiscal 2002 budget re-
quest for your Agency’s operating expenses has increased $30 mil-
lion over last year’s request and I look forward to hearing more
about how you envision those funds being spent.

Your testimony that foreign assistance programs should serve
U.S. policy objectives is on the mark. As I have often said, U.S. for-
eign assistance is not an entitlement and our aid must support
U.S. economic, political and security goals. The strategic reorienta-
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tion of USAID to address the trends of globalization and conflict
give definable purpose to the Agency. While time will allow more
informed judgment on the effectiveness of the four program pillars
you have proposed, the changes you are initiating at USAID are
welcomed.

I want to comment briefly on the four pillars. As I understand
the Global Development Alliance, the GDA pillar, USAID will seek
partnerships with corporations, NGOs, and the academic commu-
nity, and ask that they contribute funding, personnel and informa-
tion to support development programs. I am concerned that unless
the Agency addresses its management shortfalls, the GDA will be
short lived. The strength of corporations, NGOs and academic insti-
tutions is that they often initiate and respond to program needs
faster and better than government bureaucracy. I am curious how
the GDA will operate and make decisions on funding priorities and
would appreciate your thoughts in this area.

Coming from a farm State, the pillar of Economic Growth and
Agriculture seems to make good sense. The linkages between eco-
nomic and agricultural development, and improvements in local
markets and the welfare of citizens is no different whether in the
United States, South Asia, or Africa. However, I wonder if democ-
racy and governance programs should also fall under this pillar. I
see a logical connection between economic development and good
governance.

The pillar of Global Health has received particular attention in
the budget request. The request for Child Survival and Disease
Program Fund reflects a $50 million increase over last year’s ap-
propriated level, with HIV/AIDS programs receiving a 10 percent
increase. Many on Capitol Hill feel we ought to be doing more on
HIV/AIDS, as evident in the recent Senate vote to double AIDS as-
sisﬁance to $1 billion. I look forward to hearing your views on that
subject.

The final pillar of Conflict Prevention and Development Relief
encompasses democracy and governance programs and disaster re-
lief. While I continue to have concerns with USAID’s democracy
and governance programs, I applaud your efforts to be proactive
rather than reactive in responding to political and natural crises.

The administration’s fiscal year 2002 request for your Agency is
an increase of $129 million over last year’s appropriated level. The
Child Survival and Disease Program Fund, Development Assist-
ance, International Disaster Assistance, and funding for basic edu-
cation programs have all been increased under the President’s re-
quest.

PREPARED STATEMENT

You have a unique opportunity to make a lasting mark on this
Agency and you are going to have my support and encouragement
in that effort.

With that, I call on my friend and colleague, Senator Leahy.

[The statement follows:]

PREPARED STATEMENT OF SENATOR MITCH MCCONNELL

It is a pleasure to welcome you before the Foreign Operations Subcommittee, Mr.
Natsios. Your background makes you uniquely qualified to take charge of the U.S.
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Agency for International Development, and I have no doubt that your time on the
“Big Dig” in Boston will serve you well in your many tasks ahead.

In the past, I have been extremely critical of the Agency for lacking a strategic
vision, failing to establish concrete goals, and failing to deliver assistance in a time-
ly and effective manner. I have repeatedly and publicly taken issue with poor man-
agement and ineffective leadership in Washington and the field. Although recently
confirmed, you seem to have wasted no time in trying to address these shortfalls.

You are off to a good start. Identifying management and personnel reform as your
first priority gives me hope that real change at USAID is in the offing. I note that
the fiscal year 2002 budget request for the Agency’s operating expenses has in-
creased $30 million over last year’s request, and I look forward to hearing more
about how you envision those funds being spent.

Your testimony that foreign assistance programs should serve U.S. policy objec-
tives is on the mark. As I have often said, U.S. foreign assistance is not an entitle-
ment and our aid must support U.S. economic, political, and security goals. The
strategic reorientation of USAID to address the trends of globalization and conflict
give definable purpose to the Agency. While time will allow a more informed judge-
ment on the effectiveness of the four program pillars you propose, the changes you
are initiating at USAID are welcomed.

I want to comment briefly on the four pillars. As I understand the Global Develop-
ment Alliance (GDA) pillar, USAID will seek partnerships with corporations, NGOs,
and the academic community, and ask that they contribute funding, personnel, and
information to support development programs. I am concerned that unless the Agen-
cy addresses its management shortfalls, the GDA will be short lived. The strength
of corporations, NGOs, and academic institutions is that they can often initiate and
respond to program needs faster and better than government bureaucracy. I am cu-
rious how the GDA will operate and make decisions on funding priorities and would
appreciate your thoughts in this area.

Coming from a farm state, the pillar of Economic Growth and Agriculture seems
to make good sense. The linkages between economic and agricultural development,
and improvements in local markets and the welfare of citizens are no different
whether in the United States, South Asia, or Africa. However, I wonder if democ-
racy and governance programs should also fall under this pillar. I see a logical con-
nection between economic development and good governance.

The pillar of Global Health has received particular attention in the budget re-
quest. The request for the Child Survival and Disease Program Fund reflects a $50
million increase over last year’s appropriated level, with HIV/AIDS programs receiv-
ing a 10 percent increase. Many on Capitol Hill feel we ought to be doing more on
HIV/AIDS, as evident in the recent Senate vote to double AIDS assistance to $1 bil-
lion dollars. I look forward to hearing your views on this subject.

The final pillar of Conflict Prevention and Development Relief encompasses de-
mocracy and governance programs and disaster relief. While I continue to have con-
cerns with USAID’s democracy and governance programs, I applaud your efforts to
be pro-active, rather than reactive, in responding to political and natural crises.

The Administration’s fiscal year 2002 request for USAID is an increase of $129
million over last year’s appropriation. The Child Survival and Disease Program
Fund, Development Assistance, International Disaster Assistance, and funding for
basic education programs have all been increased under the President’s request.

You have a unique opportunity to make a lasting mark on USAID, Mr. Natsios,
and you have my support and encouragement.

OPENING STATEMENT OF SENATOR PATRICK J. LEAHY

Senator LEAHY. Thank you very much, Mr. Chairman. I am going
to put most of my statement in the record, and I ask Mr. Natsios
to take a minute to read it. But let me just say to you, Mr. Natsios,
that we are very fortunate to have you as the new Administrator
for USAID.

I think it is very fitting that you are the first one to testify before
us on the budget. I remember your tenure as head of USAID’s Of-
fice of Foreign Disaster Assistance, where you did a fine job on
some of the most distressing but urgent humanitarian disasters. As
head of World Vision, you developed strong ties with the NGO com-
munity, and I think that’s very necessary.
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And I will give you one bit of advice, and that is to use the exper-
tise that is so abundant on the AID professional staff, because they
will provide support for your Agency. Do not keep them hidden, be-
cause you know as well as anyone how to build relationships with
Members of Congress and those who support foreign aid, as well
as those who have not supported it. And so it is not just the Legis-
lative and Public Affairs Office that is the only face we see, no mat-
ter how fine a job they do. There is so much expertise there that
we should know about.

PREPARED STATEMENT

Mr. Chairman, so we can move on, I will submit the rest of my
statement for the record, but I am very very pleased that he is
here.

[The statement follows:]

PREPARED STATEMENT OF SENATOR PATRICK J. LEAHY

Mr. Chairman, we are very fortunate to have Andrew Natsios as the new Admin-
istrator of the Agency for International Development, and it is fitting that he is the
first witness to testify before this Subcommittee in this session of Congress.

I remember Mr. Natsios’ tenure as the head of AID’s Office of Foreign Disaster
Assistance, where he did a fine job responding to the most urgent humanitarian dis-
asters. As head of World Vision, he developed strong ties with the NGO community
which we increasingly count on to implement foreign aid programs.

AID needs a new kind of leadership. It needs someone who knows the trenches,
who recognizes that AID’s staff are by far its greatest asset and who trusts their
judgment. AID has many very talented staff who make life better for millions of
people.

AID also needs a leader who doesn’t tolerate incompetence, mediocrity or staff
telling him what they think he wants to hear, rather than the facts.

There have been too many programs that failed by any objective standard, and
yet the money kept flowing. Just as AID should take risks, it also needs to recognize
when the conditions are not right, and to stop throwing good money after bad.

Mr. Natsios can provide that leadership. He knows from past experience that AID
has been in dire need of reform for years. I was very pleased to see in your written
testimony that your first priority will be fixing AID’s broken procurement, budgeting
and information management systems.

This is absolutely essential for AID’s staff to be able to do their jobs, for AID’s
grantees and contractors, and for the millions of people in developing countries who
benefit from our foreign aid programs.

Mr. Natsios, if you accomplish nothing more than fixing these problems, you
should be given a medal. I am confident that this Subcommittee will do everything
possible to help you succeed.

I have questions on several topics, but let me close with two pieces of advice. Use
the expertise that is so abundant in AID’s professional staff, to build support for
your agency. Don’t keep them hidden, as has been the custom.

Encourage them to build relationships with Members of Congress—those who sup-
port foreign aid and those who have not but may not know what AID is doing.

It is not enough for the Legislative and Public Affairs office to be the only face
of AID we see, and the only voice we hear. Your whole agency should be that face
and voice, and not just for the Congress, but for the public at large.

Senator MCCONNELL. Thank you, Senator Leahy. We also have
Senator Bennett here this morning. Senator Bennett, do you have
any comments for Mr. Natsios?

Senator BENNETT. I was just going to say, I did not.

Senator MCCONNELL. Would you like to summarize your state-
ment, and we will put the full statement in the record?
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SUMMARY STATEMENT OF HON. ANDREW NATSIOS

Mr. NATs10S. Thank you, Senator. I would request that the volu-
minous text of this address which I am not going to read to you
be placed in the record. Having been a legislator myself for 12
years at the State level, I know that the most important part of
this hearing is in the questions and answers, but given that this
is my first appearance, I might make some brief opening remarks.

I want to first say how pleased I am, Mr. Chairman, to be asked
to testify on behalf of my new Agency’s budget for fiscal 2002. I
told the staff that the only request I made for a position in the new
administration was USAID. People at the White House said you
must have some other second or third choice, and I said actually
I do not, that is the only thing I am really interested in doing.

This is for me the climax of my career. The work that USAID
does around the world is of central importance from a humani-
tarian and ethical perspective, but also for American foreign policy.
I was a military officer for 23 years in the reserves, I served in the
Gulf War. If you talk to a lot of soldiers who served in many of the
peacekeeping operations, they will tell you that the best force pro-
tector is not our tanks in these countries, or that we send peace-
keeping forces, it is USAID’s programs. If the programs are well
run, and if they are administered in a visionary way working with
the NGO community, it creates a lot of goodwill toward the United
States and toward our troops, and stabilizes the society. This re-
duces the anger level and increases employment so that the young
men, who are the ones usually causing trouble, are working instead
of hanging around not clear in what their future looks like.

So I think there is a direct connection between foreign affairs
and foreign policy of the U.S. Government and USAID’s programs.
I think that in helping countries that have decided to move toward
democratic capitalism as a system of economics and a system of
governance, we do a lot to stabilize the world and create an inter-
national system that is more civilized and decent, with more pro-
tections for human rights and individual freedoms.

Let me also say that one of the two central characteristics of the
post cold war world are globalization and conflict. In effect, you
would say they are almost moving in opposite directions. One, you
have an integrating function of the world where the world is being
tied together, and at the other hand you have countries which are
what we call in the political science community “failed states,”
countries that are collapsing.

I wrote a book about this some 4 years ago, and at the time, I
counted 24 countries that could be qualified as failed states. The
CIA now puts out an unclassified chart every year listing all the
complex humanitarian emergencies, and it is disturbing how many
of them there are; how severe they are. There was a report done
by the Carnegie Commission on Ending Deadly Violence, I believe
it is called, and they estimated the total cost of our response to the
Bosnian civil war as $52 billion, including peacekeeping operations
for everyone, not just the United States but the Europeans as well,
and for all the humanitarian assistance over more than a decade.

It is clear to me that it is better to prevent these states from fail-
ing than to clean up the mess after the catastrophes have taken
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place. We are facing serious challenges even now in some very
large countries that are on the edge of dissolution politically and
economically. I told our staff to begin to focus not just on the long-
term, but on the short-term. If a country looks like it’s heading
down that slope, see what we can do to reprogram money in our
aid budget to stop the collapse of these countries, because all of our
aid, all of our programs, however successful they may be in these
countries, can disappear overnight. When a country goes into civil
war, the economy collapses, hyperinflation occurs, there are atroc-
ities that are committed, there are militias that are formed, any
systems of government collapse, there are no public services.

So it is in our interest not just from a purely financial point of
view, but also from an ethical and humanitarian point of view, to
insure that we do all we can, within the constraints that we oper-
ate under, to prevent these countries from falling into the abyss.

We should be humble, though, in understanding that in some
cases we cannot, no matter how hard we may try, prevent these
forces from taking over. But even if we succeed in the next 4 years
in a couple of cases in taking countries that are on the edge and
move through skillful diplomacy and the use of military-to-military
diplomacy, and through USAID’s programs at the grass-roots level
to prevent some of these countries from collapsing, it would be a
great service to American foreign policy and to the world.

Globalization is also important, though, because the world is
being tied together in a way that has never existed before, and that
can be good and it can be bad. There are many instances where
globalization has in fact increased the prosperity of developing
countries, but there are other cases where there are unanticipated
and unintended consequences of globalization that are not terribly
good.

In some cases, countries just do not get drawn into the global
trading system. So one of the things that we are looking at is a
new emphasis on economic development and agriculture. I am a
very very strong advocate of agriculture because three-quarters of
the poor people in the world live in rural areas. If you want to deal
with the poverty problems of the world, you have to deal with agri-
culture.

Our agriculture budget has gone from $1.3 billion 15 years ago
to $300 million this year, $1 billion drop. We had almost 250
agronomists working for us in 1985; we have 46 left. That has been
particularly devastating because in my view, the importance of
rural development, we need to rebuild that capacity.

In order for countries that are moving into the trading system,
or want to move into the international trading system, reforms are
required frequently; they need to invest in in their own countries,
whether it be in infrastructure in terms of port facilities or air-
ports, whether it be in their exchange rates, because if your ex-
change rate is screwed up, there is no way you are going to effec-
tively join the global system. If you have hyperinflation, it is very
difficult to be a serious trading partner. If you develop markets and
there is so much political instability that your supply of materials
is interrupted or your exports to new markets are interrupted, you
make it very difficult in the future for people to trade with you, be-
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cause a very important thing is stability in trading relationships,
as I am sure you know.

So, we will put a new focus in USAID on economic development,
on agriculture, and on drawing countries into the international
trading system.

We have been leaders in the global health community for a very
long time and I propose that we maintain that leadership. Now, we
are facing the most visible challenges of current periods, particu-
larly in Africa, but also increasingly the alarming growth rates of
the HIV/AIDS epidemic in the former Soviet States. That is the
place where the infection is spreading the fastest. We are very con-
cerned. It is mostly through drug use that the former Soviet states
are threatened with this.

But in Africa as you know, we have four countries that will
shortly begin experiencing a drop in population, they will be below
maintenance in their population growth rates. And another, I think
it is six countries, within 5 years, that will be at zero population
growth because of the catastrophic nature of the AIDS epidemic.

I talked to business people in Africa 10 years ago, health min-
isters, who said that even then, let alone now, had in their work
force planning a certain number of people who would simply die
from AIDS every year. This tends to be a disease that is more prev-
alent among the upper income and educated classes, it is a higher
prevalence rate that, for example, the rural areas. And as a result
of that, it means that the devastation to the economy in Africa is
unimaginable, because the elites are so thin in size, the educated
elites, to begin with, that this is destroying what little infrastruc-
ture in terms of human capital Africa has. So there is a large effort
within USAID on the AIDS epidemic right now.

I might add that the U.S. Government spends more money, inter-
nationally on AIDS than all other countries of the world, donor and
recipient, combined. Take all of the AIDS budgets in Africa and in
Europe, and count in the other developed countries like Japan, we
spend more money than all of them combined. And our budget is
inadequate to deal with this epidemic.

What we have done is to experiment over a period of years as
to what works and what does not work in terms of stopping the
spread of this disease, and we have reached some very important
conclusions. Our strategies in the 20 or 25 countries that we focus
our attention on intensively are in the areas of prevention that we
have had the most success in.

I want to also say that one of my great interests is in nutrition,
obviously connected to agriculture, but there is a lot of research
that has been done in last 10 or 20 years that shows that micro-
nutrient interventions in our programs can have a profound effect
on a child’s likelihood of getting a particular disease, of blindness,
of all sorts of disorders and illnesses that children and adults are
faced with in the developing world simply by improving diets.

And so, micronutrients, micronutritional intervention is appro-
priate and is something I intend to put some real stress on, be-
cause we know that the payout on the other end in terms of benefit
is so high.
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Senator MCCONNELL. Mr. Natsios, just for your information, the
three of us are going to have to leave here in about 3 or 4 minutes,
so I do not know if you can wrap up your opening statement.

Mr. NATSI0S. I can, yes. I mentioned conflict prevention before,
but I also would like to introduce the idea of developmental relief.
Developmental relief means that we merge into a humanitarian re-
lief program as we are in the middle of a disaster, be it famine or
a war or a flood, interventions that will develop the country later
on. We have done this very successfully in the NGO community.
We use that term, we do not use it publicly, but it is something
I want to introduce in a more systematic basis.

Finally, let me talk about the Global Development Alliance. We
know, if you look at the flow of money into the developing world,
that the biggest source of revenue is not ODA anymore, it is in the
area of private capital markets, foundation money. We need to, in
my view, in a more systematic and a much larger scale than we
have ever done before, develop alliances with these new high-tech
foundations, many of which do not want to develop large staffs. We
have the staff, the experts in the field that can help them spend
their money. If we can take their objectives and our objectives,
along with the primary capital markets, there are a lot of compa-
nies, I have talked with some about seeing if we couldn’t do things
together in countries where they had an interest that overlapped,
and try to do a coordinated series of development efforts.

What our objective would be in the first year is to choose two or
three very large projects, not a couple million of dollars, tens of
millions of dollars, maybe even more than that. We would make
these agreements and announce an attempt to use government
money as leverage to increase two or threefold the amount of
money that might be available for these sorts of programs. This
recognizes the reality of where money is coming from in the devel-
oping world, and uses our particular expertise in our 75 missions
and among our technical staff, which remains very very good in
terms of our health specialists, our environmental specialists, with
tax dollars being saved in terms of what we can do to invest in
these areas.

PREPARED STATEMENT

Those are my comments. I will not go into depth in the manage-
ment area, but my testimony has indicated that I am going to focus
on four areas of management, the personnel system, the procure-
ment system, the budgeting and financing system, and the infor-
mation management system, all of which are dysfunctional at this
point in various phases and various ways, and in my view need to
be corrected. I will spend my first year focusing on those four
areas, because if those are not fixed, our people in the field cannot
get their work done. Thank you, Mr. Chairman.

[The statement follows:]

PREPARED STATEMENT OF ANDREW NATSIOS
INTRODUCTION

Chairman McConnell, Senator Leahy, Members of the Committee, good morning.
Thank you for inviting me here today to present the Administration’s budget re-
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quest for foreign assistance programs for fiscal year 2002. I would like to take this
opportunity to lay out my priorities for the Agency.

FOREIGN ASSISTANCE AND FOREIGN POLICY

As a great power, I believe America’s foreign assistance both serves to accomplish
our foreign policy objectives, and expresses the deep humanitarian instincts of the
American people.

Foreign assistance is an important tool for the President and the Secretary of
State to further America’s interests. In fact, foreign assistance is sometimes the
most appropriate tool, when diplomacy is not enough or military force imprudent.
In general, foreign assistance works hand-in-hand with other foreign policy tools.
Foreign assistance implements peace agreements arranged by diplomats and often
enforced by the military; foreign assistance supports peacekeeping efforts by build-
ing economic and political opportunity; foreign assistance helps developing and tran-
sition nations move toward democratic systems and market economies; foreign as-
sistance helps nations prepare for participation in the global trading system and be-
come better markets for U.S exports. All of these activities help build a more peace-
ful, stable, and prosperous world—which is very much in the interest of the United
States.

Foreign assistance does work, but it takes years of investment and hard work. I
am asking for your support today to let me continue that work.

GLOBALIZATION AND CONFLICT PREVENTION

USAID’s fiscal year 2002 budget marks the beginning of a new strategic orienta-
tion and the incorporation of a new way of doing business to ensure that USAID’s
long-term development assistance and humanitarian/disaster relief programs better
respond to U.S. national interests.

The two most distinctive trends in the world since the fall of the Berlin Wall have
been globalization and conflict. The rise of the internet, of a more open international
trading and financial system, the spread of democratic capitalism as the preferred
model of political and economic development, contrast remarkably with the increase
in the number of failed or failing states and the increasing number of civil wars,
many of enormous brutality.

In many ways, globalization has meant demolishing barriers to the exchange of
information, technology, finance, goods and services with startling speed over the
past decade. With appropriate and timely assistance, the spread of information and
technology can foster increased productivity, economic prosperity and political sta-
bility in developing countries—and ultimately lead to secure markets for U.S. ex-
ports and investments. Conversely, if developing countries and their people are left
out of the information age, and do not realize any real benefits from the inter-
national trading system, then the promise of globalization will be squandered. In
stead of prosperity and stability, we will likely see increased gaps between rich and
poor, extremism of increasing violence, and acceleration of global health problems
like HIV/AIDS and other infectious diseases. These problems contribute to human
suffering, instability and conflict.

The increasing number of states that are unable to deal with problems that are
potential sources of conflict is of grave concern to the United States. The ensuing
regional instabilities, complex humanitarian emergencies and, in some cases, chaos
are threatening USAID’s development objectives and broader U.S. foreign policy
goals. Nearly two-thirds of the countries with USAID field missions have been rav-
aged by civil conflict over the past five years, in some cases destroying years of eco-
nomic and political progress. I have witnessed the horror of these conflicts, the wide-
spread starvation of civilians, terrible atrocities, the collapse of governments and
national economies.

USAID’S PROGRAM PILLARS

While many of USAID’s programs already respond to these challenges individ-
ually, in order to improve the Agency’s effectiveness as a key foreign policy instru-
ment this Administration intends to coordinate and focus Agency resources and ca-
pabilities to address globalization and conflict.

We will bring together USAID programs and activities into three program pillars
that cut across all USAID funding accounts. By aggregating current and new pro-
grams that are mutually reinforcing into these pillars USAID will be able to use
scarce budget and human resources more effectively, and to describe its programs
more clearly. The program pillars are: Economic Growth and Agriculture; Global
Health; and Conflict Prevention and Developmental Relief.
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ECONOMIC GROWTH AND AGRICULTURE

More than 1.2 billion people live on less than a dollar a day; more than 800 mil-
lion people continue to go to bed hungry; and more than 113 million children are
not in school. The Economic Growth and Agriculture pillar will strengthen U.S. ef-
forts to ensure that these people are able to take advantage of the potential of
globalization, rather than becoming its victims. It highlights the interrelationship
and interdependence of economic growth and agricultural development, environ-
mental sustainability, and the development of a country’s human capital—with the
ultimate goal of creating and cultivating viable market-oriented economies. Pro-
grams in this pillar will encourage economic opportunity, agricultural development,
education and training, and effective management of natural resources.

Without economic growth and food security, no development effort is sustainable.
We will increase support for economic growth and agriculture programs that reduce
poverty and hunger, while finding better ways to mobilize and partner with the pri-
vate sector.

Microenterprise development plays an increasingly important role in job creation
and economic opportunity. This budget guarantees that USAID will remain the
world’s leader in microenterprise programs that provide microloans to the world’s
poorest microentrepreneurs (especially women), services to help improve their busi-
nesses, and policy changes to improve business climates.

It’s been said that the most important and rewarding investment any country can
make is in the education of its children, and especially young girls. The President
believes that. For fiscal year 2002, USAID plans to increase its support for basic
education for children from $103 million to $123 million.

The Economic Growth and Agriculture pillar will incorporate $3.383 billion of fis-
cal year 2002 funds from all accounts.

GLOBAL HEALTH

I intend to include in this pillar maternal and child health, nutrition, women’s re-
productive health, HIV/AIDS, and programs that address other infectious disease
such as malaria and tuberculosis. These are global issues with global consequences:
the health of a population directly affects their productivity, and unchecked infec-
tious diseases in other countries pose threats to our own.

USAID will maintain its international leadership in health. Our programs in
women’s reproductive health, children’s health, HIV/AIDS, infectious diseases, and
nutrition are among the best in the world. As a nation, we can be proud of our suc-
cesses in global health. Over the past 15 years USAID, with Congress’s support, has
spent over $3.5 billion on child survival programs. Over this same period, we have
seen a 20 percent reduction in under-five mortality, from 145 deaths per 1,000 live
births in 1985 to about 116 per 1,000 today. Deaths from measles have been cut
in half, from some 2 million in years past to about 970,000 in 1998. Increased access
to Vitamin A, which USAID helps to distribute in about 20 countries, improves vul-
nerable children’s chances of survival by up to 30 percent. Americans can be proud
of the leadership role our country has played in eradicating polio around the world;
the number of reported cases in the world dropped from 350,000 in 1988 to fewer
th?n 7,000 in 1999, a year in which 470 million children were immunized against
polio.

However, many problems remain. Immunization levels for children in some coun-
tries are stagnating or declining, and millions of children continue to suffer from
malnutrition. Women continue to die in childbirth from preventable causes.

One major and ongoing effort is to address the spread of HIV/AIDS. The HIV/
AIDS pandemic is devastating many nations in Africa, and transmission is esca-
lating in other regions. The HIV/AIDS epidemic is now reaching such catastrophic
levels it is decimating entire societies, creating negative population growth rates: we
are beginning to see famine-like conditions developing in some particularly hard hit
countries. Up to 40 million children will be orphans because of AIDS in the next
decade. This Administration pledged a 10 percent increase in USAID’s HIV/AIDS
funding for fiscal year 2002 to a total of $369 million from all accounts, with the
emphasis on preventing transmission of the disease.

Because of our nation’s efforts, we have also made great progress in addressing
family health, reducing maternal deaths last year and abortions. More than fifty
million couples in the developing world make more educated and informed decisions
about having children and taking care of them as a direct result of USAID-sup-
ported programs. But again, our work is far from complete. More than 580,000
women die annually from preventable pregnancy-related causes. Because of the im-
portance of women’s reproductive health programs in helping cut child mortality
rates and improve maternal health, the Administration requests a total of $475 mil-
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lion from all accounts for these programs. We will use these funds to promote im-
provements in maternal nutrition, access by mothers and children to medically
trained personnel, reproductive health education, and to strengthen support for vol-
untary family planning practices that allow couples to choose family size and child
spacing.

The Global Health pillar incorporates $1.46 billion of fiscal year 2002 funds from
all accounts.

CONFLICT PREVENTION AND DEVELOPMENTAL RELIEF PILLAR

USAID continues to stand at the forefront of agencies around the world in its abil-
ity to respond to man-made and natural disasters. The request will enable USAID
to maintain this capability to provide needed help rapidly when international emer-
gencies occur.

To complement our strength in disaster assistance, USAID must improve its abil-
ity to promote conflict prevention. To address the rising number of collapsed states,
internal violent conflicts and complex humanitarian emergencies in the post-Cold
War era, some of which have become focal points of U.S. foreign policy, USAID will
undertake a major new conflict prevention, management, and resolution initiative.
We want to integrate foreign policy and foreign assistance in a way that accommo-
dates both short-term operational and longer-term structural prevention needs. To
do so, we need to strengthen current partnerships and create new ones with the
U.S. military, the international community, and U.S. and indigenous private and re-
ligious institutions dedicated to conflict prevention and resolution. This approach
will require even closer collaboration within the U.S. foreign affairs community, es-
pecially between USAID and the Department of State.

This initiative will integrate the existing portfolio of USAID democracy programs
with new approaches to crisis and conflict analysis, and new methodologies to assist
conflicting parties resolve their issues peacefully. Our experience has proven that
by promoting and assisting the growth of democracy—by giving people the oppor-
tunity to peacefully influence their government—the United States advances the
emergence and establishment of societies that will become better trade partners and
more stable governments. By facilitating citizens’ participation and trust in their
government, our democracy efforts can help stop the violent internal conflicts that
lead to destabilizing and costly refugee flows, anarchy and failed states, and the
spread of disease.

The Conflict Prevention and Developmental Relief pillar will incorporate $2.193
billion in fiscal year 2002 funds from all accounts. This amount includes $835 mil-
lion requested in fiscal year 2002 for Public Law 480 Title IT (Food for Peace) pro-
grams.

USAID’S FOURTH PILLAR: THE GLOBAL DEVELOPMENT ALLIANCE

It’s not enough to reconsider our priorities. We need to fundamentally change the
way we do business. Not only has the world changed; but the provision of foreign
assistance has changed drastically. The globalization of the world economy has
meant that governments, while still essential, are not the only institutions through
which public services are provided. The role of religious institutions, non-govern-
mental organizations, private foundations, universities, and the private market
economydin providing services and accomplishing public objectives has dramatically
increased.

I intend to create a fourth “process” pillar that defines the Agency: the Global De-
velopment Alliance. The Global Development Alliance (GDA) is USAID’s commit-
ment to change the way we implement our assistance mandate. We propose to serve
as a catalyst to mobilize the ideas, efforts, and resources of the public sector, cor-
porate America, the higher education community and non-governmental organiza-
tions in support of shared objectives. For example, a critical development need is
to help poor countries have access to new information technologies, so they aren’t
left permanently off the digital highway. Some companies, like Hewlett Packard, al-
ready assist developing countries with information technology; I want such compa-
nies to consider working with us, in collaboration with U.S. universities and NGOs,
to really make an impact.

Why will this work? Because U.S. organizations and companies want to and al-
ready do try to help less fortunate people worldwide, out of American compassion
and out of the desire to create new markets. But many organizations don’t know
how to get involved in providing foreign assistance, and USAID has not been pre-
pared to take full advantage of the resources private organizations can bring us. The
GDA will change this by actively seeking out partners willing to commit real re-
sources—funding, information, or personnel—to support development programs.
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With these partners, we will build alliances that target specific development objec-
tives, and leverage private funds from foundations and corporations to accomplish
those objectives.

USAID’s role with these alliances will be to collaborate with non-governmental
partners to provide the technical expertise needed to effectively use private funds,
and to use the field-based personnel and management systems to track projects and
funds. USAID’s extensive field presence and technical expertise give the Agency the
ability to integrate, coordinate, and facilitate a public-private alliance among U.S.
development assistance actors.

This is not an entirely new way of doing business for the Agency. USAID is al-
ready engaged in many successful alliances around the world. For example, the
Global Alliance on Vaccines and Immunizations (GAVI) is an alliance of the United
States, the United Nations, the Gates Foundation, the Rockefeller Foundation, and
the International Federation of Pharmaceutical Manufacturers to coordinate a
worldwide effort to protect children from vaccine-preventable diseases.

The GDA will be a fundamental reorientation of how USAID sees itself in the con-
text of international development assistance, both in how we relate to our tradi-
tional partners, and in how we seek out and develop alliances with new partners.
Incorporating GDA as a pillar of our new approach means we will pursue a system-
atic approach to alliances on a much larger scale and will institutionalize these alli-
ances as a central business model across Agency operations.

To jump-start the process, I intend to assign $160 million in fiscal year 2002
funds specifically for GDA projects. The $160 million requested will generate new
alliances that support the three program pillars, consistent with the authorized in-
tentions of USAID’s funding accounts. This investment will leverage private funding
in program areas important to USAID’s goals.

MANAGEMENT CHALLENGES

The Agency cannot make sweeping changes to its business model without over-
hauling the central management systems through which USAID does its work.
USAID, and its ability to perform optimally, has been seriously compromised for a
number of years by ineffective management systems—particularly those related to
finance and budgeting, human resources, information management and procure-
ment. The books of USAID have been unauditable for four years. In a recent study
of federal agencies, USAID finished second to last in a survey of whether the per-
sonnel system rewards managers for accomplishing the objectives of the agency.

While some progress has been made in fixing these systems, it has been too slow,
and neither innovative nor sweeping enough to get the job done. As I said earlier,
the business of foreign assistance has changed drastically in recent years. The Agen-
cy has 35 percent fewer staff than it did ten years ago, while the number and size
of awards and contracts has grown significantly. The Agency has not adjusted to
these changes.

Let me say that I have been extremely impressed with the Agency’s career civil
and Foreign Service employees. These people are working their hearts out to do the
very best for the American people, to capture the spirit of American values, and to
take that spirit around the world. But USAID’s career officers are demoralized and
frustrated by these systems, which make it nearly impossible for them to get their
work done. Our procurement officers are overloaded and coping with archaic and in-
efficient systems. They want to help me overhaul the systems. My first priority at
USAID will be to get command of the Agency’s finance, budgeting, and personnel
systems. In fact, in my first direct discussion with Secretary Powell, he made it
clear that he expected me to be a change agent in order to make sure that we are
doing the best job for the American people and the people of the world with the
money that Congress is providing us to use.

The ultimate goal of implementing a new way of doing business and management
reforms is to provide the most effective and efficient foreign assistance programs
possible. USAID’s experts and partners who live and work in developing countries
are best positioned to know which programs will best serve U.S. national interests
and the needs of people in those countries. I hope the Congress will help us be effec-
tive and efficient by reducing the number and intrusiveness of earmarks. Earmarks
divert scarce resources away from field-initiated programs that address U.S. devel-
opment and foreign policy goals.

BUDGET REQUEST SUMMARY

The President had a number of tough choices to make in putting this budget to-
gether, and I was very pleased that he saw fit to continue to support International
Affairs programs including foreign assistance. For fiscal year 2002, the Administra-
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tion proposes $23.9 billion for International Affairs programs. Of that amount,
USAID will manage $7.7 billion or 32 percent, which includes programs that USAID
manages and those we administer in cooperation with the Department of State and
other agencies. The fiscal year 2002 USAID budget request is an increase of $129
million, or less than two percent, over the previous year’s appropriation.

I will summarize our request in terms of existing appropriations accounts, and
briefly describe how they relate to my focus on the Agency’s four pillars. For your
convenience, the attached tables show this budget request by account and by pillar.

DEVELOPMENT ASSISTANCE

The Administration requests $1.325 billion for Development Assistance (DA) pro-
grams, an increase of $23 million over fiscal year 2001 appropriations. This account
supports programs that promote economic growth, agricultural development, human
capacity development, women’s reproductive health, environmental protection and
biodiversity, and democracy and governance in some of the poorest countries in the
world. With this request, USAID will increase support for economic growth, renew
its focus on agricultural development to reduce hunger and malnutrition, improve
business and trade climates in developing countries, and continue its work to pro-
mote efficient energy technology in developing countries.

The DA account also includes $358 million for USAID family planning programs,
of a total $425 million from all accounts. We will use these funds to promote family
health and to strengthen support for voluntary family planning practices, that cut
child mortality rates and improve health by allowing couples to choose family size
and child spacing.

DA funds support all three of the Agency’s program pillars:

Economic Growth and Agriculture: $817.8 million.—DA funds in this pillar go to
activities that ultimately serve to provide poor people, especially women, access to
real economic opportunity. Our programs help expand and strengthen private mar-
kets and institutions, encourage agriculture development and food security, promote
efficient growth and energy use, and protect valuable natural resources. For exam-
ple, microenterprise development efforts play an increasingly important role in
building futures for women and the rural poor. We expect to meet the congression-
ally authorized target of $155 million for microenterprise programs in fiscal year
2002. This pillar includes USAID funds to expand its leadership in helping the de-
veloping world participate effectively in the global trading system; such participa-
tion is critical to sustainable economic development for developing and transition
economies, and important to the economic future of our own nation.

Global Health: $375.5 million.—The majority of DA funds for Global Health are
for USAID’s family planning and reproductive health programs. The total request
for $425 million from all accounts includes $358 million in Development Assistance.
The President knows that one of the best ways to prevent abortion is by providing
quality voluntary family planning services, and decided to maintain the fiscal year
2001 funding level in his fiscal year 2002 budget request.

The remainder of DA funds in this pillar fund important health programs such
as $10 million for the Leahy War Victims Fund, which contributes to improving the
mobility, health, and socioeconomic integration of civilians who have sustained
physical disabilities as a result of armed conflict.

Conflict Prevention and Developmental Relief: $131.7 million.—USAID’s democ-
racy and local governance programs funded by DA fall under this pillar. USAID’s
programs work to build democracy, support human rights, strengthen the rule of
law, create a strong, politically active civil society, and combat corruption around
the world. Our democracy efforts have paid dividends: never before in human his-
tory have more nations embraced democracy, and more than fifty have made a tran-
sition to democracy in the past fifteen years.

But many fledgling democracies are vulnerable to military takeover, corruption,
organized crime, civil strife and economic chaos. We will respond to this need with
a new initiative to integrate existing democracy programs and new approaches in
conflict prevention, including addressing the economic causes of conflict.

I intend to target $110 million of Development Assistance for the Global Develop-
ment Alliance. There are many exciting opportunities for strong public-private part-
nerships using DA funds, and this investment indicates my commitment to seeking
new partners and leveraging private funding for our development programs.

CHILD SURVIVAL AND DISEASE ACCOUNT

We have requested $1.011 billion for the Child Survival and Disease Program
Fund (CSD) for fiscal year 2002, an increase of $50 million over fiscal year 2001
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appropriations. This amount includes a transfer of $110 million to the United Na-
tions Children’s Fund (UNICEF).

The CSD funds cover programs that address child survival and maternal health,
HIV/AIDS, other infectious diseases such as malaria and tuberculosis, reducing the
spread of antimicrobial resistance, and improving basic education. Experts say that
these programs save more than three million lives a year, and have helped drop in-
fant mortality rates in the developing world to their lowest levels ever.

Of this request, $901 million falls under Global Health. This request meets the
Administration’s commitment to increase funding to support prevention and care
programs that combat the HIV/AIDS pandemic. The funding target of HIV/AIDS
programs in fiscal year 2002 is $369 million from all accounts, including $329 mil-
lion from CSD. We will use these funds to expand primary prevention efforts and
reduce the risk of mother-to-child transmission, improve community and home-
based care, and increase support for those suffering from the AIDS virus. We will
also target resources to help the growing crisis of AIDS orphans.

The remaining $110 million in CSD is for basic education, which comes under the
Economic Growth and Agriculture pillar. We have also targeted $12.6 million from
the Development Assistance to bring the total request for basic education to $122.6
million. Basic education plays a critically important role in protecting both the
health and the future of children in developing countries. We want children to go
to school and receive a quality education, not to work for pennies wages in lousy
conditions. Toward that goal, USAID’s basic education programs work to strengthen
education and teacher training programs throughout the developing world, with par-
ticular focus on Africa.

USAID will set aside $25 million in CSD for our fourth pillar, the Global Develop-
ment Alliance. The Agency has developed successful public-private alliances in the
past to address important health needs. I mentioned GAVI earlier; another example
is USAID’s and Rotary International’s successful public-private partnership to eradi-
cate polio—a partnership that led to polio vaccinations for literally hundreds of mil-
lions of children. We will use this funding to form and bolster such public-private
alliances that allow us to tackle critical health, nutrition and education needs more
effectively than ever.

REGIONAL REQUESTS

Africa

Reflecting our priority to promote stability and integrate sub-Saharan Africa into
the global economy, the Administration is requesting a total of $1.055 billion in fis-
cal year 2002 for this region.

This amount includes $434 million from Development Assistance, $356 million
from the Child Survival and Diseases Program Fund, and $105.5 million of ESF.
Also, we intend to program $160 million of Public Law 480 Title II resources for
developmental food programs in Africa.

As Americans, we are not content to sit idly by while people suffer from starva-
tion, disease, and tyranny. We want to try to solve those problems, and we want
people to be able to build their own societies and take advantage of economic oppor-
tunities. USAID’s work to address health challenges and promote broad-based eco-
nomic and social development in Africa goes to the heart of American values. And
by encouraging participation in the global trading system, addressing the HIV/AIDS
epidemic, and building stability by setting the foundations of democratic govern-
ance, we also support U.S. national interests in Africa.

There has been significant progress in Africa. Countries that only ten years ago
were ruled by dictators are today democracies, such as Nigeria and Mozambique.
The growth rate in sub-Saharan Africa has averaged 4.9 percent over the past five
years, the highest in two decades. Unfortunately, a combination of poverty, infec-
tious diseases, conflict, complex emergencies and natural disasters have tarnished
the promise of progress in sub-Saharan Africa. Nearly half of sub-Saharan Africa
is at risk of violent conflict and instability. Recognizing the importance of conflict
prevention to our entire development mission, we will integrate conflict analysis into
the Agency’s strategic planning process for this region.

USAID’s challenges in Africa span all three of our program pillars, and we will
use our new program focus to meet these challenges in a targeted, coordinated, and
effective manner. Of the total request for Africa, $401.4 million would fund activities
in Economic Growth and Agriculture, $376 million would fund activities in Global
Health, and $277.75 million would fund activities in Conflict Prevention and Devel-
opmental Relief.

In addition, we will use the Global Development Alliance to build stronger public-
private partnerships that will leverage much-needed financial and human resources
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for our development goals, particularly in key sectors of agriculture and basic edu-
cation.

Asia and the Near East

In fiscal year 2002, the Administration intends to request $2.34 billion from all
accounts for the Asia and Near East region. This amount includes $205.5 million
in Development Assistance, $112.1 million from the CSD account, and $1.9 billion
in ESF. In addition, the Administration requests $140 million in Public Law 480
Title II resources for the region.

The Asia and Near East region (ANE) encompasses East Asia, South Asia, and
the Middle East/North Africa. The stability and growth of this very large and di-
verse region is essential to U.S. national security and economic interests. The
United States trades more with this region than any other; after Europe, the ANE
region is the second most important market for U.S. goods and services. The chal-
lenges in this region are equally diverse: addressing humanitarian needs, sup-
porting conflict prevention and democratic transition, promoting sustainable eco-
nomic growth, and tackling HIV/AIDS and mother-child health.

USAID’s programs in this region support economic and political reform and trans-
parency in East Asia; promote more equitable economic growth and reduced poverty
in South Asia; seek to improve the supply and efficient allocation of water resources,
and expand employment opportunities in the Middle East; combat the spread of
HIV/AIDS, and promote clean and efficient energy use. In so doing, we not only help
the people of this region, but also improve business climate and opportunities for
U.S. businesses. I also want to give USAID’s Asia and Near East staff credit for
leading the attack in this region on two reprehensible practices: the trafficking of
women and girls, and abusive child labor. This Administration will continue to sup-
port those efforts.

With this request, we intend to provide $1.76 billion for programs under Economic
Growth and Agriculture; $267 million under Global Health; and $310 million under
Conflict Prevention and Developmental Relief. We will use the Global Development
Alliance to create new partnerships here, building on the success of the U.S.-Asia
Environmental Partnership, which has a great record of matching U.S. businesses
with environmental and energy efficiency opportunities in the region.

One management challenge USAID must resolve is the increasing amount of work
in “non-presence” countries—countries with USAID programs but without a USAID
mission. USAID already supports programs in Pakistan, Vietnam, Burma, and 15
other non-presence countries in the region; we must identify new ways to maximize
the efficiency of our personnel and management resources throughout this region.

The ESF funds are primarily used to support economic growth initiatives in the
Middle East, including $720 million for Israel, $655 million for Egypt, $150 million
for Jordan, and $75 million for the West Bank and Gaza. ESF will also fund bilat-
eral programs in Cambodia and Mongolia.

The Public Law 480 Title IT funds will help improve child survival and nutrition
in India and Bangladesh.

Latin America and the Caribbean

Because the countries assisted by USAID in Latin America and the Caribbean
(LAC) are our neighbors, their economic, social, and political development have an
extremely important impact on our own security and well-being. Americans benefit
directly when the economies of developing LAC countries expand and their markets
open. Since 1990, the number of U.S. jobs supported by exports to the region has
increased by 2.3 million. But when nations in this region face political instability
and failing economies, the United States sees the consequences directly through in-
creased illegal immigration and illegal narcotics. None of us should ignore the cross-
border spread of communicable diseases such as TB and HIV/AIDS. Finally, envi-
ronmental degradation and pollution can affect U.S. border states directly and also
aggravate regional instability and migration, as well as increase the risk of death
and destruction from disasters in the region.

To fund USAID’s programs in this region, the Administration requests a total of
$878.6 million from all accounts. The request includes $207.3 million in Develop-
ment Assistance, $100.2 million from CSD, $177.5 million from ESF, and $108.1
million of Public Law 480 Title I funds. USAID’s total funding incorporates $292.5
million from the International Narcotics Control account, included in the State De-
partment’s budget request

We intend to allocate $398 million of total funds for Economic Growth and Agri-
culture, $153 million for Global Health, and $327.5 million for Conflict Prevention
and Developmental Relief.
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USAID’s programs in the Western Hemisphere support U.S. national interests.
We will continue to work to prevent conflict by encouraging democracy and good
governance throughout the region. We will continue to work to increase economic
opportunity and reduce poverty, through microenterprise programs, improving ac-
cess to quality education and training, and encouraging better management of the
environment. Equally critically, the United States must ensure that post-hurricane
and post-earthquake reconstruction in Central America not only replaces what was
destroyed, but builds back better in ways that lay the foundation for sustainable
growth.

Let me briefly discuss the Andean Regional Initiative. The President and Sec-
retary Powell recognized that the United States must adopt a regional strategy to
assist Colombia and the neighboring democracies to confront narco-terrorism and
the associated threats to their societies. In fiscal year 2002, the Andean Regional
Initiative will provide $494 million from DA, CSD, ESF, International Narcotics
Control, and Public Law 480 Title II accounts for non-enforcement related activities
in Bolivia, Brazil, Peru, Ecuador, Colombia, Panama, and Venezuela. We will use
these funds in a regional framework to intensify Alternative Development programs
that move farmers from coca to licit crops, and for democracy programs that im-
prove local governance and the administration of justice.

Europe and Eurasia

The stability and security of Europe and Eurasia directly impacts fundamental
U.S. security and economic interests. USAID’s challenge is to help nations in this
region continue their transformation from authoritarian, centrally planned and op-
pressive societies into participatory democracies with strong market economies. Our
work in this region shows both the incredible risks and rewards of foreign assist-
ance as a tool of U.S. foreign policy. On one hand, USAID assistance last year pro-
vided crucial support to democratic elections in Croatia and Serbia, bringing a dec-
ade of political misrule and Serbian expansionism to an end. On the other, current
ethnic clashes in Macedonia remind us how fragile stability and democracy are in
the region.

The Administration’s total fiscal year 2002 funding request for USAID programs
in the region is $1.46 billion. The request includes $610 million for the Assistance
for Eastern Europe and the Baltic States (AEEB) account; $808 million for the As-
sistance for the Independent States of the Former Soviet Union (FSA) account;
$39.6 million from ESF; and $6.5 million from the CSD account.

The Global Development Alliance will play an extremely important role in this re-
gion. The partnerships the Agency already has developed, such as with the Amer-
ican International Health Alliance, have brought additional knowledge and re-
sources to these countries. Ultimately, these private-public partnerships help sus-
tain progress when USAID’s role inevitably starts to decline. USAID will use GDA
funding to aggressively seek out new ways to engage potential partners in the deliv-
ery of foreign assistance to the people of this region.

This request includes $145 million in AEEB funds for Montenegro and Serbia.
This request allows the United States to continue its important efforts to prevent
conflict, reform the economy, and build the institutions that underpin a market-ori-
ented, democratic society. Our work in Montenegro will encourage the rule of law
and democratic processes as Montenegrins decide whether to remain part of Yugo-
slavia or become independent.

USAID’s request of $39.6 million in ESF funds for this regions includes $19.6 mil-
lion for the International Fund for Ireland, $5 million for Irish visas, and $15.0 mil-
lion for Cyprus.

Economic Growth and Agriculture will receive $700.4 million to foster the emer-
gence of competitive, market-oriented economies in which people, not governments,
control economic resources. Conflict Prevention and Developmental Relief will re-
ceive $688.1 million in support of programs in this pillar, covering a continuum of
assistance from humanitarian relief, to easing the transition from disaster to devel-
opment, to promoting peaceful and accountable government by promoting demo-
cratic processes and freedom of information. In recognition of increasing health risks
in the region, Global Health will receive $75.6 million to improve primary health
care and fight the spread of infectious diseases including HIV/AIDS and tuber-
culosis.

The new Administration is undertaking a series of foreign policy reviews, of which
Russia will be the first. This review may result in changes to the U.S. assistance
program over the near future.
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DEVELOPMENT CREDIT

Another important tool in USAID’s development arsenal is the Development Cred-
it Program. When appropriate, the Agency can use credit in the form of direct loans
or loan guarantees to support true risk-sharing ventures with private firms. That
credit authority gives USAID the ability to mobilize substantial private capital for
development purposes.

This program consolidates former credit programs: Urban and Environment Cred-
it Program, the Micro and Small Enterprise Development Program, and the Devel-
opment Credit Authority. By consolidating various credit initiatives under the De-
velopment Credit Program, the Agency ensures that all credit activities will use the
same strict rules regarding accountability and risk-sharing. The Agency has offi-
cially instituted a clear policy that the consolidated credit program will not engage
in sovereign risk activity.

For fiscal year 2002, the Administration is requesting transfer authority of up to
$25 million from other USAID program accounts (DA, CSD, ESF, SEED, FSA) for
the Development Credit Program. We also requested $7.5 million for administrative
costs of the expanded program. This request for $25 million in transfer authority
for the Development Credit Program could mobilize $250 million or more of local
privatekcapital for projects that support our development goals in countries where
we work.

INTERNATIONAL DISASTER ASSISTANCE

The fiscal year 2000 request for International Disaster Assistance is $200 million,
an increase of $35 million over the fiscal year 2001 appropriated level (not including
supplemental appropriations). This request is to fund the work of USAID’s Office
of Foreign Disaster Assistance (OFDA) to support emergency relief and rehabilita-
tion programs in response to natural and manmade disasters, and other emer-
gencies that displace large numbers of people.

Our ability to respond rapidly to emergencies is known and respected worldwide,
and USAID staff work in close collaboration with U.S. and international agencies
and private organizations. I take some pride in having been a part of building that
respect during my previous life here. These programs are first and foremost to meet
the critical needs of vulnerable people in emergency situations. But that is not
enough—we also use our Disaster Assistance funds to help countries adopt disaster
prevention and mitigation measures so the next calamity cause less damage. Right
now the Agency is in the process of preparing for the upcoming hurricane season,
working with the Fairfax County and Miami-Dade County Search and Rescue
Efan(lis and prepositioning emergency disaster kits at Homestead Air Force Base in

orida.

Demands on disaster assistance resources have increased for a number of years.
In particular, complex emergencies—involving civil conflicts and often complicated
by natural disasters—account for the lion’s share of International Disaster Assist-
ance Funds, more than 70 percent. These emergencies can require long-term relief
assistance for those displaced or devastated by the conflicts.

All International Disaster Assistance funds fall into the pillar of Conflict Preven-
tion and Developmental Relief. I intend to use $25 million of these funds for imple-
mentation through the Global Development Alliance. For example, we will use the
GDA to develop new partnerships with faith-based organizations already providing
relief to disaster victims around the world.

TRANSITION INITIATIVES

For the Transition Initiatives (TI) account, we have requested $50 million, the
same as appropriated this fiscal year. These funds, which fall under the Conflict
Prevention and Developmental Relief pillar, support the work of the Office of Tran-
sition Initiatives (OTI).

I have already spoken at length about the emergence of conflict as a defining
trend of this new century, and the importance of conflict prevention to both our de-
velopment and humanitarian goals and to U.S. national interests. OTI supports con-
flict prevention by assisting countries making the transition from complex emer-
gency to economic and political stability. OTI provides fast, flexible, short-term,
high-ifr‘}lpact assistance designed to strengthen peace, reconciliation, and reconstruc-
tion efforts.

ESF FUNDS

The Economic Support Fund (ESF) account advances the economic and political
foreign policy interests of the United States. ESF funding can be used, for example,
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to finance balance of payments and economic stabilization programs, often in a mul-
tilateral context.

For fiscal year 2001, USAID is requesting $2.29 billion in ESF funds. As detailed
in other parts of my testimony, this funding will be used to support the Middle East
peace process and several initiatives Latin America, Asia and Africa. Of this
amount, $1.75 billion will fall under Economic Growth and Agriculture, $115 million
under Global Health, and $328 million under Conflict Prevention and Develop-
mental Relief.

OPERATING EXPENSES

For fiscal year 2002, USAID requests $549 million in Operating Expenses (OE)
compared to this year’s post-rescission OE level of $532 million. However, factoring
in other OE funding sources, such as local currency trust funds, the total OE budg-
et—at $613 million—is just $1 million more than the current year budget, an in-
crease of less than 1.5 percent.

These funds cover the costs of salaries, benefits, and other administrative costs
of Washington and overseas operations associated with management of USAID’s
$7.7 billion worldwide programs.

The Secretary has spoken of three priorities for the Department of State’s oper-
ating funds: hiring staff, modernizing information systems and improving facilities
security. These are the same priorities for USAID’s OE account. First, the request
will permit the Agency to continue its efforts to restore its direct-hire staff, which
has been reduced to unacceptably low levels through the same combination of attri-
tion and previous administrative cost-cutting efforts affecting many other federal
agencies. It is absolutely essential that the Agency have sufficient funds to recruit,
train and deploy the additional staff needed to assure adequate stewardship of its
program responsibilities.

Second, the OE request includes the funds needed to continue modernizing
USAID’s information technology and financial management capabilities. The request
will permit the Agency upgrade its telecommunication capacity and continue mod-
ernization of its accounting and procurement systems.

And third, the request includes funds to upgrade the security of vulnerable over-
seas posts which are not collocated with embassies. It is critical that we have funds
to assure the security of our Foreign Service personnel abroad. Additionally, $50
million has been included in the Department’s budget request to improve USAID
facilities security in countries where our missions are located on embassy grounds.

In order to have the funds to cover these priorities while also meeting projected
federal pay increases and high inflation rates overseas, I will have to identify ways
to cut costs and increase productivity both at headquarters and in our Missions
overseas. This I plan to do. I understand the budget pressures you face, but you
should know that this OE request is critical to USAID’s operations—and is the bare
minimum I need for the staff and technology to successfully carry out trans-
formation of the Agency.

INSPECTOR GENERAL

The Administration requests $32 million for fiscal year 2002, an increase of more
than $5 million over fiscal year 2001. The Office of the Inspector General (OIG)
plays an important role in helping USAID implement its strategies effectively, and
in protecting the integrity of the Agency. This request covers operations, including
the salaries, expenses, and support costs, for the work of the to conduct audits and
investigations relating to the programs and operations of USAID around the world,
plus the foundations assigned to the OIG for review. In fiscal year 2001, the OIG’s
funds included $3.8 million of no-year funds that the OIG had identified and re-
ported to OMB and the Congress. These funds will be depleted during fiscal year
2002.

CONCLUSION

With this budget request, we have taken the first steps toward the transformation
this Agency must embrace in order to respond to fundamental changes in foreign
policy and foreign assistance. Our new approaches will enable us to coordinate our
programs and leverage substantial private resources to achieve our development
and foreign policy goals. The result will be a world that is safer, more prosperous,
and more free than ever. I appreciate the President’s and the Secretary’s confidence
in me to begin this process, and I ask for your support as well.
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SUMMARY OF USAID FISCAL YEAR 2002 BUDGET

For fiscal year 2002, the President is requesting appropriations of $7,716,500,000
in discretionary funds for USAID-administered programs, including those jointly ad-
ministered with the State Department. This compares to the fiscal year 2001 level
of $7,587,278,000 when $223.825 million in supplemental funding is excluded.

The fiscal year 2002 USAID budget is presented in a new, simplified way, which
aggregates funding for the various appropriations accounts into the four pillars on
which USAID’s programs are focused. The Global Development Alliance GDA) is the
over-arching, process pillar (and will receive “seed” funding in fiscal year 2002)
which is supported by three program pillars.

The following “cross-walk” relates this new configuration of pillars to the current
program appropriations account structure managed by USAID (excludes USAID OE
and other admin. accounts).

FISCAL YEAR 2002 USAID BUDGET REQUEST

[In millions of dollars]

CsD DA IDA 1l PL 480 Il ESF AEEB FSA Total
Economic Growth and Agri-

(o111 TN 1103 817.8 1,754.5 269.2 4312 3,383.0
Global Health . 900.7 375.5 1146 135 55.6 1,459.9
Conflict Prevention and Devel-

opmental Relief ... e 1317 200.0 50.0 835.0 328.3 321.2 3213 2,193.5
State Department Initiatives ... L6 s 91.6

Total USAID ............... 1,011.0 1,325.0 200.0 50.0 835.0 2,289.0 610.0 808.0 7,128.0

0f which: Global Development
AlANCE oo 25.0 110.0 25.0 160.0
Note.—The fiscal year 2002 USAID request includes funding for the Child Survival and Disease Programs Fund (CSD), Development Assistance
(DA), the Economic Support Fund (ESF), Assistance for Eastern Europe and the Baltics (AEEB), and Assistance for the Independent States of the
former Soviet Union (FSA), as well as funding for International Disaster Assistance (IDA), Transition Initiatives (TI), Development Credit programs,
anld administrative expenses. Public Law 480 (Food for Peace), is administered by USAID but formally requested by the U.S. Department of Agri-
culture.

The following table provides budget account details.
USAID BUDGET

[In thousands of dollars]

Fiscal year

2001 2002
appropriation request

Foreign Operations Subcommittee

USAID—Directly Managed:
Child Survival and Disease Programs Fund (CSD)
[includes transfer to UNICEF] ...
Development Assistance (DA) ............

960,881 1,011,000
[110,000] [110,000]
1,302,129 1,325,000

[Incl. transfers to Int.Am.Fdn/Afr.Dev.Fdn] .......cocvvenne [27,938] [28,150]
SUBLOLAI—DA/CSD ..ot 2,263,010 2,336,000

International Disaster Assistance 299,340 200,000
Transition Initiatives 49,890 50,000

Credit Programs—Subsidy:

Development Credit Programs [by transfer] [4,989] [25,000]

Development Credit Programs by appropriation 1,497

Other Credit Programs [by transfer] ... et

Other Credit Programs by appropriation LA97
Administrative Expenses:

USAID Operating Expenses (OE) 531,827 549,000

Development Credit Programs—Admin. Expenses 3,991 7,500

Other Credit Programs—Admin. Expenses 499
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USAID BUDGET—Continued

[In thousands of dollars]

Fiscal year

2001 2002

appropriation request
Inspector General Operating EXPENSES .......coooeeveveeeveeeveeeeeieese e 26,941 32,000
Foreign Service Disability & Retirement [mandatory] .........c.cccovvivennnee [44,489] [44,880]
Subtotal—USAID DIr€Ct ...t 3,178,492 3,174,500

USAID Jointly Manages with State Department: !
Economic Support Fund & International Fund for Ireland ...................... 2,314,896 2,289,000
Central America/Caribbean Disaster Recovery Fund it e erveesee s
Assistance to the Independent States (FSA) ......oovveveevieeceeeeeeeeeenae 808,218 808,000
Assistance for Eastern Europe and the Baltics (AEEB) ........cccoovvvvveinnee. 674,338 610,000
Plan Colombia request [USAID managed portion] [90,000] oo
Andean Counter Drug Initiative [USAID portion] ......ccoccoeoervmcieveiiieiiens ceveeevevvesieninns [292,500]
Foreign Operations Subtotal ..........cccooeiviiiiiieieieeeeee 6,975,944 6,881,500
Agriculture Subcommittee

Public Law 480 Food For Peace Title Il .......ccocueveeveecreiiereeseiescecsees 835,159 835,000

USAID Total 7,811,103 7,716,500

1Some funds are transferred and managed by othe agencies; levels shown reflect the full appropriation.

Note.—Fiscal year 2001 includes enacted supplementals, which included $135 million of International Disaster Assist-
ance funds for Southern Africa floods; $76 million of Assistance for Eastern Europe and the Baltics funding; and $13 mil-
lion in USAID Operating Expenses to provide administrative support in Kosovo. Fiscal year 2001 levels reflect a rescission
from all accounts of .022 percent.

Senator MCCONNELL. Let me apologize again for the interruption
we are about to have. We have three votes, so it is good that cell
phones are now common and a lot of your staff is here. Hopefully
you can do something useful. I am not sure it makes sense for us
to SH% back to the hearing in between votes, that would be so dis-
jointed.

What we will do is catch the first vote at the end, and then the
second vote, and the third vote at the beginning, and I will start
back (l)lver here. Hopefully my colleagues will be able to come back
as well.

The hearing is in recess for the moment.

[A brief recess was taken.]

Senator MCCONNELL. Again, I apologize for the delay. I would
like to focus, if I could Mr. Natsios, on the Middle East. I do not
have to tell you that over the course of the last 3 or 4 months, the
previous Israeli administration offered essentially everything to the
PLO. They offered them control of the neighborhoods in East Jeru-
salem; they offered them a capital in East Jerusalem; they offered
them 96 percent of the West Bank, and joint control of the holy
places in Jerusalem, and 100 percent of Gaza.

That was met, as we now know, with a refusal, and I have asked
a number of Israeli politicians over the last few months: was there
anything else that could have been offered? No one has been able
to think of anything.
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There was a fascinating article in the Washington Post yester-
day, which I suspect you saw, which questioned whether Arafat
really has any control over the violence. The Israelis have always
argued that he does and therefore, should be responsible for the be-
havior of the Palestinians. Others say that he does not.

Regardless of whether he does or does not have control, I have
often felt that foreign assistance is not an entitlement. If you live
in this country and you are 65 years old, you get Social Security.
But if you are a country and you have been a long-time recipient
of U.S. foreign assistance, should you get assistance no matter how
you act?

I am told the number one hit selling song in Egypt these days
is entitled “I Hate Israel.” The state owned news service is spout-
ing antisemitic rhetoric like nothing we have seen in years. By any
objective standards, the Egyptians, at least in the last few years,
have not been very constructive players in the Middle East even
though they still have a nominal peace treaty with the Israelis.

I am curious as to whether you think, the budget request for
Egypt, the West Bank, and Gaza Strip should continue as business
as usual?

Mr. NATsIOS. Let me first say, Senator, that there are certain
issues where there is a heavy foreign policy focus, and this par-
ticular question you have asked is probably one of the most sen-
sitive ones the Secretary is dealing with. And so for me to make
comments that could affect his conversations with the Israelis, Pal-
estinians and Egyptians would be a little dangerous for me, given
that I have only just been sworn in.

Senator MCCONNELL. It could end up being a short tenure.

Mr. NaTsi0S. It could be a very short tenure, the shortest in
USAID history. And having been a former military officer and hav-
ing a former four star general and Chairman of the Joint Chiefs
as Secretary of State, there is a sense of hierarchy, and I report
to him.

But let me make a couple of comments on the general proposition
without specifying a specific country.

Senator MCCONNELL. I would be satisfied with that, just a gen-
eral proposition of whether foreign assistance is completely unre-
lated to behavior.

Mr. NATsios. The first thing I would say is that there are dif-
ferent categories of foreign assistance. If, for example, we are in a
country where there is an extremely oppressive government, or
predatory government, not just authoritative, predatory, and we
oppose the government overtly, our foreign policy is very clearly
against that government, but we are providing assistance to
human rights organizations that are monitoring atrocities that
might be committed that might be ongoing in the society, or some-
times we provide assistance to people who have been running an
election, different parties. That kind of assistance I am not sure is
wise to shut off, because it is the one thing in the society that ex-
ists that is allowing us to counter the tyranny of the government.

So I think the first thing that I would say is that you need to
look at what the assistance is.

Senator MCCONNELL. What if it is military assistance?
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Mr. NaTs10s. Oh, military assistance for me, you shut it down,
from my perspective. In fact, I would shut down economic assist-
ance and certain other kinds of direct development assistance, ex-
cept things like child survival, HIV/AIDS.

Senator MCCONNELL. I agree with that. So military assistance in
your view, could well be conditioned on behavior?

Mr. NATsIOS. That is my personal opinion but needless to say, I
do not control—

Senator MCCONNELL. I understand that, and I am not trying to
trick you. I understand that you are not going to answer that ques-
tion and if I were in your seat, I would not either. But, I am inter-
ested in your general view about whether “once a recipient always
a recipient” makes sense with respect to our foreign assistance.

Mr. NaTsios. I think that it is a dangerous idea to attach to our
foreign assistance programs a notion of entitlement. It is not just
in terms of foreign policy but from a developmental point of view,
the idea is for us to leave the country eventually when the country
becomes more prosperous; you do not want to be there forever. If
a country gets drawn into the dependency syndrome that takes
place in some countries, because they think we are going to sub-
sidize everything forever, it is not healthy to the society. So I think
there has to be a psychology to this where the countries in which
we work know that under certain circumstances we will withdraw.
I think entitlement is a bad idea as a general proposition.

Senator MCCONNELL. Looking at Bolivia, for the last 16 years
USAID has been involved in alternate development activities to
stem the growth of coca. The programs have largely been success-
ful. In the last 4 years, 18,000 families received assistance on alter-
nate crop development, 3,000 kilometers of roads and 110 bridges
were built, and 15 health posts and one hospital were chartered.

Colombia’s alternate development needs never were part of the
Andean Initiative. Can we realistically expect alternative develop-
ment activities to take root in Colombia given the continuation of
civil strife in the coca growing regions?

Mr. NaTsios. Mr. Chairman, this was perhaps the first briefing
I asked for when I arrived at USAID because this affects pro-
foundly the program in Colombia and our direct and immediate na-
tional interests, and is a clear foreign policy issue before the U.S.
Congress.

I have to say, when I went to see Senator McCain to introduce
my successor, a brigadier general retired to run the big D, he kept
focusing on Plan Colombia and I kept trying to introduce my suc-
cessor to him. And he simply told me I could go down and explain.
So when I go to USAID, I said Senator McCain likes the program.
I am not quoting anything he has not said publicly, and I would
like to know about this program, because I want to know whether
the program is successful. Is it for public relation purposes you are
saying it is successful, or is it truly a good use of money.

The director of the program is one of our most able foreign serv-
ice officers, George Wachtenheim, who is a very experienced foreign
service officer and is known for getting things done and getting
them done right. The briefing I had from him and several other
people familiar with the program is not only are we showing signs
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of success fairly quickly, but that it looks like we can expand the
program along the lines we had looked at.

Senator MCCONNELL. They cannot operate in the areas controlled
by the insurgents though, can they?

Mr. NaTs10S. No, but we are operating in a lot of areas that are
close by, and it does not take a lot of encouragement for many of
these farmers to switch over to licit crops. And I cannot remember
the figure; I think we are up to 7,000 farmers that we have en-
listed in this program since December. We give them seeds and
tools, and help them with inputs to facilitate their moving into the
normal market system for agricultural programs.

Senator MCCONNELL. What are we doing about human rights?
Funding for Plan Colombia has always been very controversial.

Mr. NaTs10S. It has been, and that is a certain issue for me be-
cause I am very much interested in the human rights issue, given
the atrocities that I have seen committed over the last 12 years in
different countries.

The first thing is, we are funding what are called houses of jus-
tice. The normal legal system in Colombia is not something that
poor people have access to, so there is a sense of alienation between
people in some of the rural areas, particularly in the areas in
which the drug organization exists, and the judicial system. I don’t
remember the exact number of these houses of justice that exist,
but they are up and running now and they are apparently working
quite successfully.

They are basically what we would call a lower court in the
United States. They are more accessible by people. People go in
and bring their disputes and get them resolved in an honest way.

We are also funding human rights organizations that are looking
at these issues within Colombia. Part of our program is in the
human rights and justice area, for the very reason that you men-
tioned.

Senator MCCONNELL. Did you have something to add there?

Mr. NATSIOS. Fifteen of the 30 planned casas de justicia are oper-
ating today, and they are processing about 150 cases a day—free
of charge. We have strengthened the public defenders offices in 10
of Colombia’s 31 state capitals.

Senator MCCONNELL. Let me shift to a different part of the
world. I have had a longstanding interest in the situation in
Burma, which is one of the most outrageous regimes in the world.
I want you to know that I am not going to support any program
inside Burma due to the lack of the transparency and account-
ability of the junta. I do not know if you have any plans for pro-
grams inside Burma. Are you planning on doing any programs in
Burma? This would be futile under the current situation.

Mr. NATSIOS. I do not believe we have any plans for any program
nor do we have any running in Burma now, though I should say,
the HIV/AIDS epidemic is spreading across Southeast Asia now,
and I do not think it respects national boundaries, but we do not
have any programs.

Senator MCCONNELL. Well, as bad as it has been in Thailand,
you would expect it to end up in Burma.

Mr. NATsI0S. Exactly.
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Senator MCCONNELL. That is really a horrible situation. The pre-
vious Secretary of State appeared before the Senate, and she ad-
mitted, too, that it is simply impossible to get concerted action from
the ASEAN nations because of Burma. It is a source of ongoing
frustration. I am beginning to wonder if it will ever change. If it
doez, 3hat will probably be a place where USAID is going to be
needed.

In Cambodia, speaking of disappointments, a coup d’etat in 1997
was followed by flawed elections in 1998. Corruption and human
rights abuses have continued by a government essentially in power
since the 1980s.

My question is, under your pillar of conflict prevention, will de-
mocracy building programs in Cambodia be a priority?

Mr. NATS10S. We have democracy and governance programs right
now in Cambodia, and they are focused on human rights in the de-
velopment of civil society to promote the level of NGOs. We do run
only one program in cooperation with the government and that is
the HIV/AIDS program; everything else is run through NGOs. I
know World Vision, the NGO that I was an executive with for 5
years, has a very large Cambodia program, and I visited it along
with seeing the other NGO programs there. Many of them are
quite good, in the child survival area in particular, because there
are also a lot of mine victims, I am sure you have know.

Senator MCCONNELL. I have seen them, I have been there.

Mr. NATSsIOS. It is grim.

Senator MCCONNELL. Very depressing.

Mr. NATSI10S. Very depressing. And so, there are prosthetics pro-
grams now. But in terms of working with the government, I would
not support any programs beyond the HIV/AIDS program in terms
of working with the government itself.

I was one of the members of the team in, I think it was 1999,
that monitored the Cambodian elections. I was asked by one of the
groups, International Republican Institute, that monitored those
elections—1998, excuse me, thank you.

I did not have the same view as the public relations view of how
those elections were run myself, but that was just my opinion from
my experience there.

Senator MCCONNELL. Well, continuing to span the world, Mac-
edonia has certainly been back in the news lately. The Macedonian
Government has called for a state of war against the NLA, the Al-
banian National Liberation Army. Ethnic Albanians in Macedonia,
which as you know are about a third to a quarter, of the popu-
lation, do have some legitimate grievances with regard to equal
representation within the government. Obviously, a state of war
will only exacerbate tensions between ethnic Albanians and Mac-
edonians and will likely result in even greater civilian casualties.

I wonder if you have been on the job long enough to have an as-
sessment of the situation and what proactive steps the Agency may
be fac?ing to address the concerns inside Albania of the ethnic Alba-
nians?

Mr. NATs10S. I met with the president of Macedonia last week.

Senator MCCONNELL. I did, too.

Mr. NATs10S. I had a very good conversation with him, and I em-
phasized in my conversation with him how pleased we were at the
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restraint in the initial phases of this conflict that the Macedonian
military showed in the villages, because we are in those villages.
There was a relatively minimal amount of damage in that phase.

I told him that it was in the interests of the United States as
well as stability in the Balkans for a more judicious approach for
dealing with the insurgency, that there had to be some review of
the provisions of the constitution which the Albanian minority’s
leadership believes needs to be addressed, need to be changed.

Of course, all of this was something we did in concert with the
State Department because they delivered exactly the same mes-
sage. There is an USAID effort to rebuild the housing that was de-
stroyed in those villages up near the Kosovar border, and we are
putting that on a fast track because there is hope that this could
come out the right way if it is handled well.

The more extreme the reaction, the more likely we will desta-
bilize a society that was moving along in the right direction, slowly,
perhaps not as fast as the Albanian minority would like to, but
they were trying to do the right thing. And the fact that they have
a functioning democracy, it seems to me, has helped a lot in con-
taining this.

We hope that they will continue to show restraint, because if
they do not, then we are going to have an uglier situation.

Senator MCCONNELL. I have not been entirely happy with the
way the Macedonians have treated the Albanians over the last few
years. In the press over here it always seems like the Albanians
are the problem but I think it has frequently been the opposite.

Next door in Montenegro, there were press reports that we had
been using foreign assistance as leverage prior to the recent
Montenegran elections to discourage those forces there who were
seeking independence. Is there any truth to that?

Mr. NaTs10S. I am not aware of that. We have our acting assist-
ant administrator that tells me we are not doing that.

Senator MCCONNELL. Are you proposing to withholding assist-
ance to Montenegro?

Mr. NATsIOS. I was unaware that we were withholding assist-
ance. Are we? Oh, the election. Yes. As you know, there were elec-
tions recently.

Senator MCCONNELL. That’s what I was talking about.

Mr. NAaTs10S. I am sorry. The election results were not definitive,
it was a very close election, much to my surprise personally. I had
expected it would be much more decisive than it was. And there
is a review going on now. Pending that review I won’t be able to
make a comment, and we will see what the State Department de-
cides.

Senator MCCONNELL. Is there any connection between assistance
to Montenegro and cooperation of the current Yugoslav regime in
turning over Slobodan Milosevic to the Hague?

Mr. NATSI0S. My understanding is, and again, I have only been
on the job a couple of weeks, is that the U.S. Government continues
to strongly press the Serbian Government for accountability of the
atrocities that took place during the Bosnian civil war. To what de-
gree our aid is involved in those discussions, I have to tell you,
Senator, at this point I can’t tell you, I don’t know.
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Senator MCCONNELL. I have to offer an amendment on the floor,
and what I am going to do is pass the gavel to Senator Leahy for
his questions, and then to Senator Bennett, who I am sure may
have some thoughts as well.

I have a few more questions I am going to submit in writing. I
thank you very much for being here today.

Mr. NATSIOS. Thank you, Mr. Chairman.

Senator MCCONNELL. I look forward to you having a successful
tenure.

Senator LEAHY. Thank you, Mr. Chairman. I understand that we
will keep the record open today so if others have questions, they
can submit.

The discussion on Colombia was unfortunately interrupted be-
cause of these votes this morning. I know Senator Bennett has
other duties too, but I do want to ask a couple of questions.

Colombia has actually signed up about 11,000 families for alter-
native development programs, because they have agreed to destroy
their coca crops. But the aid they are supposed to get, which is to
be $900 a family, will not begin until June, so they have to take
us on faith, I guess.

I have not seen the monies for protecting human rights delivered
very quickly. You have the problem of prosecuting human rights
crimes for some, particularly within the military, because they go
to military courts and maybe one sacrificial lamb is tossed out, but
everybody else, nothing happens to them. It is only if they are pros-
ecuted in civilian courts that you have any chance at justice.

Now you have the expansion of support for the paramilitaries by
some within the Army, and it makes violations of humans rights
worse, so I continue to have a great deal of concern about Plan Co-
lombia.

In many ways I think that our whole approach is somewhat like
Moses commanding the tide to stop coming in, and the tide is at-
tracted by us, and if we would stop spending so much money on
drugs, we could stop all these drugs from Colombia, stop all these
drugs from Peru, but with the demand, it will come from some-
where.

I think we have been remarkably ineffective in some of our pro-
grams here in the United States and unwilling to fund education
and treatment programs for our young people, and this does not
come under USAID, I understand, but my belief is we need to get
them away from the drug scene.

And the billions we spend down there, I am afraid that some of
this may end up being like the old cold war. If we had someone
with a terrible human rights record or a dictatorship or whatever,
they would say I am anticommunist, we would say oh, here, how
much money can we give you. And today if they say they are
antidrugs, it is almost the same way—we will close our eyes to the
human rights violations.

I have a lot of respect for President Pastrana in Colombia, but
I am not too impressed with our programs other than sending a lot
of military money and closing a blind eye to the paramilitaries.

The President’s budget is %5 million above the 2001 level for De-
velopment Assistance, which is, when you count inflation, really a
cut. And yet, this is the heart and soul of AID’s programs. Since



27

the early 1990s there have been cuts in all these development ac-
tivities—agriculture, family planning, and so on.

Senator McConnell and I have fought to stop the cuts, and the
budget is no longer decreasing the way it was in the mid-1990s, but
looking ahead, what do you see as AID’s number one, two, and
three funding objectives?

Mr. NATSIOS. Are you talking about generally or in Colombia?

Senator LEAHY. Generally.

Mr. NaTs10s. Well, the three focuses that I mentioned in my tes-
timony are the areas that I would like to put emphasis on in future
years, in 2003 and 2004. This budget obviously was done primarily
by the last administration. We made some amendments to it, but
I have to say, we did not make any huge amendments. It is just
a little too early to do that, given how new I am and the adminis-
tration is.

But the budget was not cut for 2002, and I think given the other
Federal problems, no cutting is a good sign. Colin Powell and the
President, are both strong supporters of these kinds of programs.
And I think what counts is what you actually propose, and given
what happens to some of the other departments, I think their ac-
tions show that.

In terms of my own personal priorities and the areas that I advo-
cate on in the future, in the health area, the HIV/AIDS epidemic
is destroying whole societies as I said in my statement, and we
need to get a hold of that before the whole continent is crippled
permanently.

The second item in the health area that I mentioned, I will re-
peat it, is in the micronutrient area, because we know we can make
a lot of progress for modest investment in children’s health over a
long period of time with a micronutrient strategy. And so, I would
like to put more money in that area.

This is in the larger scheme of things and future years.

The second area that I have a deep interest in is in agriculture
and when I say agriculture, I don’t just mean growing crops.
Agriforestry is part of agriculture. The development of world mar-
kets is part of agriculture; you have to move your surpluses
around. If you don’t have rural roads, you cannot move your sur-
pluses, so there is no incentive for the peasants to grow more food.

There is a lot of research that has been done that is not getting
out into the field among the subsistence farmers who tend to be
very poor, there is poor nutrition. We find that if you increase the
family’s income, you can do that through agriculture, it affects ev-
erything else. The kids get better fed, they are better clothed, they
get private medical care that they would not have gotten otherwise.
They get to pay their school fees so they can go to school. So, a live-
lihood strategy in the rural areas of agriculture makes great sense
to me and I would like to put a lot of emphasis on that.

But, there are other areas of investment in agriculture, in tree
farming. Through the biodiversity programs we have discovered the
new uses of newly discovered species that have very large markets.
And what we need to do is convert some of these discoveries into
sustainable programming where we don’t have whole forests cut
down because the trees are valuable.
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There is a lot of research that has been done through the CGIAR,
the Consultative Group for International Agriculture Research. The
agriforestry program in Kenya is one of the best of the 17 institutes
they run on agriculture around the world, and they have done a
lot of work in this area that I would like to use in our programs
and expand.

The third area is in conflict prevention. The NGO community has
been experimenting for a decade or more, some of them like the
Mennonites and the Quakers have been involved in this for a cen-
tury. But a lot of the operational NGOs have been trying tech-
niques at calming down very provocative situations that could ex-
plode in various areas of the world, and some of them have been
very successful.

This is not a very expensive area, but if we could prevent one or
two wars by a modest investment, I think it is worth doing that.

Senator LEAHY. I have heard that USAID is planning to sharply
cut funding for renewable energy and clean energy technology. I
am not sure I understand why. There is a lot of opportunity to in-
vest in infrastructure and energy technology in developing coun-
tries that benefits everybody, it benefits them, it benefits the envi-
ronment, it benefits our country. Why would we cut that?

You talk about planting forests and so on, yet in some places
there is desertification because everybody cuts down what trees
there are, and it is hard to tell them, you know, in 10 years we
will have this forest and they say my kids are going to freeze to
death tonight, I have to cut down the wood. Why would AID cut
back on funding for renewable energy and energy technology?

Mr. Natsios. If you look at the budget, Senator, there are a
number of accounts where there appears to be a reduction. What
there in fact was is we moved money into a reserve fund. Actually
we are not moving the money, the money is still in those accounts,
but it has been reserved for what we call Global Development Alli-
ance, which I actually wanted the Secretary of State to announce
later this week, which he will do. What it is is an attempt to use
USAID’s financial resources, technical expertise and field missions,
and leverage private sector money from the capital markets, from
NGOs with private funding, from some of these new high-tech
foundations that have been formed, and from our universities and
colleges, and try to create an alliance using that $160 million as
leverage in some of those areas.

Now, we cannot tell you which deals are going to be put together,
which alliances are going to succeed, but our idea here is to mul-
tiply the amount of money:

Senator LEAHY. Can you give us some indication of how much
will go into renewable energy and clean energy sources?

Mr. NATSI0S. We made cuts in a number of the activities, includ-
ing that account.

Senator LEAHY. I understand, but do we know, if it is all lever-
aged and we get the private sector to help in carrying out our re-
sponsibilities, do we end up having more going into renewable en-
erg(;)l and things that may help these people in these countries or
not?

Mr. NATSIOS. I can’t tell you which agreements are going to
make it; we have not negotiated them yet. We are going to try in
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each of the sectors, but I cannot assure you that someone is going
to contribute money in precisely the areas that we are spending
money on now. We are going to look at those areas, Senator.

Senator LEAHY. The reason I ask, we could direct a certain
amount of policy, the government, you, Congress, the President and
so on, but Senator McConnell and I have been carrying on the bat-
tle, sometimes it is very unpopular doing it, on foreign aid. It is
very easy for people when they talk about foreign aid to say I do
not hold a passport, I will never leave the country while I am in
the Congress, I don’t want to give money to foreigners, what have
they ever done for us, and that sort of thing.

We now spend in actual dollars far far less as a percentage of
our overall budget or even our gross domestic product, we spend far
far less than a lot of countries who do not have the international
responsibilities that we do. We spend a lot less than the countries
that do not begin to have as much to gain by these expenditures
as we do.

You spoke of conflict resolution. We sometimes will spend tens of
millions, even hundreds of millions in a massive effort to get people
out of an area after the fact, but if we spent a higher percentage
of that before the fact, we might prevent the conflict to begin with.
I am not suggesting we would solve the world’s problems by any
means, but we seem to have an almost isolationist attitude when
it comes to this when there is so much we could accomplish.

Global health, you know, ebola plague or any disease like that
is only an airplane trip away from us, and it is like pulling teeth
sometimes to get money to work to eradicate this. Look at AIDS,
threatening in Africa to wipe out the economic gains of the past
quarter century. There are millions of refugees, half a dozen wars
raging, 2 to 3 million people die in the Congo, mostly from disease
and starvation, and nobody seems to notice. We have immense
needs there, but it takes leaders who are not corrupt and are will-
ing to work with civil society, and if we are going to have some
kind of a Marshall Plan for Africa, there are not too many of those
leaders around.

We spend in foreign aid pennies per capita in Africa, and in some
much more developed nations, we spent hundreds, even thousands
per capita. I am just wondering if we have our priorities right.

If you had a billion dollars extra for Africa, which would mean
instead of going and spending 5, 6, 7, 8 cents per capita, whatever
it is, you bring it all the way up to 14 cents or a dollar. A lot of
the developed countries we send aid to, would consider that insult-
ing.

Suppose you could do it, where would you spend it first?

Mr. NATSIOS. In Africa. Well, Africa has different development
problems than most other areas of the world.

Senator LEAHY. True.

Mr. NATSI0S. And we don’t have as many success stories there
as we do in other areas of the world. So, I think we would have
to invest our resources in those countries which have shown some
local leadership in making some progress, in Ghana for example,
in Senegal, in Botswana. In Mozambique, probably the best success
story in Africa that we see right now is Mozambique. When I vis-
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ited Mozambique 12 years ago, it was the basket case of Africa,
probably on a par with Sudan.

Senator LEAHY. This was when?

Mr. NATs10S. This was 12 years ago in the middle of the civil war
which killed 2 or 3 million people.

Senator LEAHY. In fact, we began the Leahy War Victims Fund
in Mozambique.

Mr. NATSI0S. We appreciate that.

Senator LEAHY. Because I felt, and Melissa Wells, our ambas-
sador at the time felt, and the president of the country felt that it
was a wonderful way to get something done, even though we
faced—probably you also remember that our State Department and
others said, well, we will do a little project there, a few thousand
dollars, and we can split it up with all these other countries. And
I said no, why not do it right? And it worked.

Mr. NATsI0S. Well, there was a combination of several factors
that led to the current state of affairs in Mozambique, which has
moved to a market economy; they have about six cabinet ministers
who were educated in the west and who are undertaking a major
reform of the Mozambican regulatory structure to encourage more
investment.

There has been a huge success in agriculture. Up in the middle
part of the country, there are four provinces that are very rich in
agricultural lands, and those were devastated by the war, and they
are now producing surpluses that were being exported until re-
cently into Malawi and Zambia.

There has been expansion of the cashew industry, food proc-
essing is beginning. The floods unfortunately were quite dev-
astating, as you know, but they have made a lot of progress, and
they did it because there was local leadership, there was some peo-
ple willing to take some risks, and there was a willingness on the
side of both sides in the civil war to peacefully resolve issues in the
future.

And I have to say this. One of the things I am interested in is
seeing if we cannot use some of the religious groups around the
world that specialize in mediation to try to help us in this area.
And the peace talks in Mozambique, this is not well known in the
United States, were in fact negotiated by a Catholic lay order from
Rome called the Order of D’Argenio, and that is a group of Catholic
lay people, men and women, who do this sort of work. They do it
in the Balkans, but they started the peace talks in Mozambique,
and they were the ones that facilitated them as a disinterested
third party. And it helped enormously in ending the civil war,
bringing peace to the country.

There are lots of groups like that around that we need to encour-
age. The USAID is funding, for example, the Henry Durant Center,
which is connected to the ICRC in Geneva, and they are doing
some very important conflict resolution interventions in some very
unstable areas of the world right now.

So there is outside help, but also local initiative and support,
willingness to negotiate.

Senator LEAHY. We could do a lot more by going to countries,
even countries where we may disagree with their government at
the time, and having exchange programs, student programs, and
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we will get some people over here that may be anti-American, but
will also see how democracy works, and those may be the people
15 or 20 years ago that are sitting down doing conflict resolution
today. Thank you.

Mr. NATSIOS. If T could just add one comment on that, Senator,
when I was with World Vision, I would go into civil war areas and
see who worked with the NGOs, from the local population; I don’t
mean the westerners. And it was very interesting, because the
wages were so low in these countries and there are so few jobs, the
truck drivers for most of the NGOs, for example, had master’s de-
grees, everybody has a college degree. So one of the effects of the
NGO program, this is not why they exist, but this is one of the
good unintended consequences is they keep hundreds of people on
their staff to do relief work in the emergency that maintains the
middle class in the country.

There are thousands, tens of thousands of people who stayed in
Liberia and Surinam and the Congo who worked for NGOs, who
were people from the country educated in the United States pri-
marily, who were able to keep life and limb together for their fami-
lies by taking this NGO job to do some important immediate work,
but that serves the basis for the middle class to help rebuild the
society after the war is over.

Senator LEAHY. Thank you.

Senator BENNETT. Mr. Natsios, may I start by saying I am im-
pressed with your patience and your knowledge and your perform-
ance here today, and I think the country is well served by your
willingness to accept this assignment.

Mr. NATsI0S. Thank you, Senator.

Senator BENNETT. Indeed, your enthusiasm and your actual pros-
elytizing for this particular assignment strikes me as maybe a dem-
onstration of some mental dysfunction on your part.

Nonetheless, it is salutatory and well received.

Let us talk a little bit about the health situation in Russia. You
have listed your three priorities and I have noted them, and I
frankly applaud you on your choice. I think health first, then agri-
culture and then conflict prevention, that is a good way to stack
the priorities.

Let us talk about the health delivery situation in Russia. The
last time I had any kind of analysis of the circumstance in Russia
I was told HIV/AIDS was in epidemic status, as was tuberculosis.
Can you comment on that?

Mr. NATsI10S. I had a visit to my office when I was the director
of the Office of Foreign Disaster Assistance before the Soviet Union
collapsed by a professor at Georgetown University, Murray
Fishbein as I recall his name, who wrote at the time the pre-
eminent work on Soviet health systems, and he was in some quar-
ters ridiculed because people said no, it could not possibly be this
bad. I do not recall the exact statistics, but it was a striking num-
ber, for example, of hospitals that do not have running water, they
do not have hot water, they have outhouses for toilet facilities, in
hospitals.

I recall studies that I read of the number of times that the typ-
ical Soviet child would be immunized, 20 or 30 times a year they
would get shot with various kind of medical interventions. I am
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sorry, I cannot remember the different kinds of diseases that chil-
dren were being immunized against, but there were no standards
in the factories where the serum was being produced for the chil-
dren, or for the adults for that matter, and so they did not know
what kind of dosage they were getting.

If you go through the Soviet health system, it more resembles the
poorest of the developing world in some areas than it does a west-
ern society, which some people at one time thought the Soviet
Union was. They have made some progress in some areas in the
last 10 years, but the average life expectancy for Russian males
has deteriorated in the last 10 years, which is almost unbelievable
when you think about it.

So it is very serious. We have a very heavy focus in our portfolio,
our ongoing health and social services program in Russia is about
$125 million and there is a heavy health focus on it. We do have
an HIV/AIDS prevention program that has been started there.

I know World Vision, once again just to give you an example of
an NGO program that worked very well, had a modest grant from
USAID about 8 or 9 years ago to develop a curriculum to train
nurses, because the argument within World Vision was, if you real-
ly want to influence the way in which the health care system
works, retrain the nurses. And most of the nurses had high school
degrees; they were more like orderlies are in this country. They did
not have a nursing profession as we would understand it. So we de-
veloped a textbook in Russian and created nursing federations,
nursing associations in each of the republics, through which the
text was used and curriculum was developed for courses to improve
the quality of nursing or to create nursing education programs.
That has improved the quality of nursing care in hospitals across
Russia, a small program but it had a big impact.

Senator BENNETT. Well, that triggers a report to you of the com-
ment that was made in the conference that I attended, where the
circumstances of the Russian health situation was laid out in abso-
lutely stark terms, and they made the same comment you did
about the falling life expectancy, and said that Russia’s population
will shrink from 140 million to something like 80 million within the
next 40 years, that having a new child in Russia is an economic
disaster for the parents, and therefore, the birth rate is very very
low, abortion is rampant throughout the country, in an effort to
make sure they do not have a new child.

The comment made by the experts that appeared before us,
members of both the House and Senate was that at least in the
last 8 years or so, America’s financial involvement with Russia had
been counterproductive. The experts, and these were not politically
chosen, these were out of academia, said that the American State
Department and the IMF both had to bear some of the responsi-
bility for the deterioration in Russia because of the way the money
was distributed and the way it exacerbated some of the problems.
And even the Russian central president said don’t give us any more
money, which was a very interesting thing for an appropriator like
myself to be told.

They said, the thing we need most is NGO involvement of the
kind that you have just described. I had not intended to go through
this, but you just described World Vision as an NGO, and they said
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that makes more difference than large sums of money funneled
through the government that end up leaking into a variety of little
buckets and other places, and does not get where it needs to go.

Given your background and your experience with an NGO, this
is not the kind of question that deserves standard administration
response, but just something for you to think about. Maybe you
ought to try to funnel AID’s activities into places like Russia in
more of an NGO sort of delivery system than the traditional gov-
ernment delivery system, and think in whole new terms in that
particular paradigm.

Let me switch countries on you but stay in the same mode. I was
visiting with Youssef Boutros Ghali, who is the Economics Minister
in Egypt, and I said to him, what do you need the most. And he
said people. Trained people. And then in a statement that is prob-
ably a little bit of hyperbole he said, if I had 10 trained people I
could trust, I could fire the other 50,000 who work for me.

And then he told me this story, which is in the same vein. He
said, I have asked AID for scholarship money to help me get these
10 people. He himself holds a Ph.D. in economics from MIT. He
said, they won’t give it to me, they say you will just pick your
nephew or your political supporters and send them to America as
political patronage on our nickel, and we are not going to do that.
So he said you pick them, he said I will not pick, you go out into
the universities and pick the best and the brightest that you think
would be most responsive to an education in the United States.
And I am sure he would like to be consulted so that he at least
had some input, but he said, I will get out of the decision-making
process, but this is what I need more than anything else out of
USAID. And there was a sense of yeah, well, we could do that, but
inevitably there is a bureaucratic reason why it never happens.

I got the same thing in Russia, some folks saying what we need
most is people who understand how the world really works in coun-
tries where it works. They only understand how it works here in
a country that it does not work.

Without getting into a long debate, let me just plant a seed in
your head about the USAID and the way the money is used, rather
than just the traditional kind of government to government sort of
situation.

Mr. NATs10S. Well, about two thirds, Senator, of our total grants
and contracts last year were committed to non-profit organizations.
These include, among others, American NGOs, American colleges
and universities and indigenous NGOs, locally-based NGOs. Some
countries like Indonesia have thousands of local NGOs that are
very very good. So 65 percent of our funding does not go through
governments, it goes through universities, colleges, research sta-
tions, local NGOs, international NGOs, cooperatives. The Land of
Lakes, for example, is a cooperative electric, or rural electric coop-
erative trade association in New England, and they do a lot of work
in developing countries developing electrical cooperatives, and they
are very successful in some countries. So we do that now.

In terms of scholarships, USAID has been educating people for
decades, ten of thousands of people in the developing world have
degrees from American universities with USAID scholarships, so
that is a good program. One of the problems, however, I have to
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tell you, as soon as a lot of people get their degrees, they leave,
they come here.

I don’t know if you know this, Senator, but the best educated im-
migrant group to the United States right now are Africans. They
have the highest number of Ph.D.’s of any immigrant group into
the United States, and most of those Ph.D.’s were obtained at U.S.
institutions and many with USAID scholarships.

Now, it is nice to get degrees, but I have to tell you, it is not
helping Africa very much if they come over here. So that is one of
the problems.

One of the things that we do though, right now, which is very
successful, I had the minister of agriculture visiting me yesterday
from Georgia, the country of Georgia, not the state.

Senator BENNETT. Stalin’s Georgia.

Mr. NATSI10S. Stalin’s Georgia, exactly, the only place where they
have not pulled down Stalin’s statute because he is still remem-
bered there, not because they agreed with him but because he was
from the country. In any case, the minister was pleading with me
to keep on a USAID advisor in agriculture.

I think he is an agricultural economist, he is an American, but
he has been on his staff for 4 months, he said I need him on the
next 2 years to help me. They are restructuring their agricultural
system and he said this man is honest. When we hire our technical
people in the United States, obviously we are careful who we hire,
but these people tend to be very idealistic, but also very practical.
This guy has worked in the developing world before, he knows
what the challenges are. He has become one of the most important
advisors to this minister of agriculture. He does not go in and
leave, he lives in the country. He is going to bring his family over
and live there for a couple of years.

So one way in which we answer the question that you were
asked is, we do do the scholarships, we still do that, but there has
been a problem with it. Once they are educated, they don’t want
to go back, or they go back and then the emigrate.

But we send these advisors in there. We have a couple dozen ad-
visors in Indonesia right now trying to help the government think
through before it is too late, the economic reforms that are nec-
essary to make that country’s economy recover, which it has not
yet, from the economic collapse of a few years ago.

We have found in a number of countries that these advisors have
made a profound difference by living in the country and working
in the ministries, but we pay the—we choose the person, we pay
the person, they are still our employee, but they work in the min-
istry itself on a daily basis.

Senator BENNETT. We can have this conversation later on and I
think undoubtedly we will, because there are a number of roads
that you have opened up that I would like to go down, but I would
also like the adjourn the hearing and I am sure you would too.

So let me just ask you one last question. How do you view the
role of GasProm in Russia’s economic situation?

Mr. NaTsios. I have to tell you, I am not an expert in the area.
I should not speak about this. I am not sure of what I am going
to say, and so I would rather not comment.

Senator BENNETT. Okay.
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Mr. NATSIOS. I can send you a response in writing if you wish,
Senator.

Senator BENNETT. I think that would be useful. And again, I ap-
preciate your willingness for government service and your willing-
ness to testify, and the breath of fresh air you bring to this whole
activity. And on behalf of Youssef Boutros’ colleagues, take a look
at more scholarships for Egypt, and maybe we do something like
the service academies do, we will give you a free education at West
Point, Colorado Springs or Annapolis, but you owe us at least four
years, and maybe when AID gives a scholarship to somebody from
Egypt it is with the understanding that you may really like it up
in Cambridge, but you are going to have to go back to Cairo for at
least four years before you apply for a job.

Thank you very much.

Mr. NATs1I0S. Thank you, Senator.

ADDITIONAL COMMITTEE QUESTIONS

Senator BENNETT. Thank you very much. There will be some ad-
ditional questions which will be submitted for your response in the
record.

[The following questions were not asked at the hearing, but were
submitted to the Agency for response subsequent to the hearing:]

QUESTIONS SUBMITTED BY SENATOR PATRICK J. LEAHY
EARMARKS

Question. In your testimony two week ago before the Foreign Relations Com-
mittee, you said that Congressional earmarks make “it very difficult for USAID to
get its work done, show any creativity, or customize USAID programs in the field
to the local situation.”

I don’t know how familiar you are with other appropriations bills but some are
nothing but earmarks. Every dollar is earmarked. USAID’s budget is actually rel-
atively free of earmarks.

What earmarks there are have various explanations. Some, like aid to Israel and
Cyprus, are there for political reasons. And these earmarks reflect the Administra-
tion’s budget request. Other earmarks are there because the Congress has tried
every other way to convince UAID to do something without success. Let me give you
an example:

Three years ago, USAID spent about $2 million on tuberculosis programs world-
wide. When I tried to convince USAID that was not a serious response to tuber-
culosis, all I got were excuses. Today USAID is spending $60 million on tuber-
culosis, because Congress felt it should be a priority.

Having said that, Senator McConnell and I, and our colleagues in the House, try
hard to discourage earmarks, and we succeed most of the time. I would like to see
fewer earmarks, but USAID also needs to recognize that sometimes members of
Congress have strong views about how to spend the funds we appropriate.

What earmarks are you most concerned about?

Answer. Senator Leahy, I first want to clarify that when I used the term ear-
marks I was generically using it to mean both earmarks and directives. I agree that
the number of earmarks is not that great and that you and Senator McConnell, as
well as members in the House, have been successful in limiting earmarks, but the
number of directives has grown over the years. I also agree that there are times
such as the example you used with TB, when the Congress has had to use its influ-
ence through earmarks and or directives to direct USAID towards a correct program
path. However, that does not mean that Secretary Powell or I agree that every di-
rective is the best way in which USAID funds can be used. Secretary Powell in his
testimony before the Congress has indicated his strong concerns about the increas-
ing number of directives that are being imposed on the foreign assistance accounts.

In fiscal year 2001 there was a total of 247 directives and earmarks against
USAID managed accounts from the House and Senate Appropriations Committees.
While not all of those included funding levels many did, and I believe that this is
not always the best use of our funds or the direction in which our programs should
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go. At the same time, we are always aware that if directives are not followed they
can easily become earmarks the following year, and for that reason we try to be as
responsive as possible.

For many of the directives there are very good reasons for our opposition. For
some the institutions/organizations in question have not responded to our requests
for additional information or even submitted a proposal after being asked to do so.
For others core funding has already been provided with the understanding that the
organizations in question are already self-sustaining and additional funds are to
come from sources other than USAID. In other examples funding may be redundant
in that other organizations may have already been selected or involved or the work
in question has been completed. For others we are being asked to implement a pro-
gram where there is no USAID presence or management capacity to monitor or as-
sess the progress and success of the activity.

For the non-DA accounts we have an additional problem in that we are not able
to unilaterally determine that funding directives which affect those accounts can be
met without consultation and agreement with the State Department.

Other examples are the funding floors imposed on us for our Africa and Latin
America programs. Secretary Powell and I have made it clear that we believe assist-
ance to the Africa region is of the up-most importance, but having a floor greatly
reduces our flexibility in programming needed resources. I don’t believe that our re-
quest for Africa in the current “Budget Justification” justifies a need for continu-
ation of that floor nor does it for the Latin America region.

One area of particular concern is the practice of targeting funds to specific univer-
sities. There are 75 directives targeted to specific universities and institutions of
which 59 are against the Development Assistance and Child Survival and Diseases
program accounts and the balance against the ESF, SEED and FSA accounts. In
some cases USAID is already funding some of them so there is no issue. However,
I strongly believe that the competitive process will most always result in a more
successful and stronger program. There are 20 of these directives that we have iden-
tified as not meeting the requirements we deem necessary for funding.

I ask that the Congress give us the flexibility to make choices and provide some
relief from the increasing number of directives being imposed on our programs and
accounts. If you or others in Congress have concerns I assure you they will be lis-
tened to and addressed in a positive way. Where we have differences we will work
with you to iron those out where possible.

MICROBICIDES

Question. Both the House and Senate strongly support efforts to develop
microbicides—a technology that aims to prevent HIV infection. They are particularly
important for women, whose risk of HIV infection is high and whose control over
other prevention options is low. This year, in response to pressure from Congress,
USAID plans to spend $12 million for microbicides development—another example
of where Congress had to earmark funds to get results. I am confident that we will
include at least that much in fiscal year 2002. I want to be sure USAID coordinates
its microbicides activities with other federal agencies like National Institutes of
Health and Centers for Disease Control.

Can you tell me what USAID has identified as its best use of resources in this
area?

Answer. USAID has supported research to develop microbicides for more than five
years with annual funding levels of about $2 million. In fiscal year 2001, USAID
intends to commit about $12 million for this purpose. Promising microbicidal prod-
ucts have been identified as a result of research undertaken to date with USAID
funding. Fiscal year 2001 funds will be used to accelerate the completion of labora-
tory evaluation of these microbicidal products, initiate clinical testing to evaluate
safety, effectiveness, and acceptability, and undertake a variety of support activities
to ensure widespread availability and proper utilization once they are available for
use. The support activities include the development of tools to predict the likelihood
that a lead microbicidal candidate will result in a safe and effective product; strate-
gies to minimize risky behaviors that may accompany the availability of a
microbicide; and infrastructure and capacity strengthening to increase the number
of countries, institutions, and communities that can perform microbicide trials.

USAID coordinates its microbicide research and development efforts with other
U.S. government agencies, NIH’s Office of AIDS Research and CDC; private founda-
tions such as Gates and Rockefeller; and non-governmental organizations to maxi-
mize the level and impact of resources as well as minimize duplication of effort.
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INFECTIOUS DISEASES

Question. Four years ago, USAID launched its “Infectious Disease Initiative,”
which since then has provided an additional quarter billion dollars in four priority
areas: surveillance, anti-drug resistance, tuberculosis and malaria. This initiative
has been, on the whole, a success. But it is only a start. The threats to Americans,
and to people everywhere, from infectious diseases, requires a far more aggressive
response.

As we consider substantially increasing our support for HIV/AIDS programs, it
seems to me that much the same case can be made for much larger investments
to combat other infectious diseases. Do you agree?

Answer. There is no question that the areas addressed by USAID’s Infectious Dis-
ease Initiative are of critical and growing importance. The tuberculosis epidemic
grows in concert with the HIV/AIDS pandemic and claims the lives of nearly 2 mil-
lion people each year. Growing prevalence of drug resistant strains of tuberculosis,
malaria and a host of other diseases (such as pneumonia and diarrhea) are not only
deadly and often incurable killers in the developing world but also threaten the
United States. The surveillance information we and our partners at the country and
international levels rely on to make decisions and target resources is generally of
very poor quality and needs to be dramatically improved.

Confronting the spread of infectious diseases must take into account broader ef-
forts such as our work in child and maternal health. Our maternal child health ac-
tivities are helping to establish sustainable, functional health systems that will not
only respond to the HIV/AIDS, TB and malaria epidemics, but also help save the
millions of children and women whose lives are threatened each year from prevent-
able diseases.

USAID combats a myriad of problems in the health and other related sectors such
as economic growth and education which impact on the spread of diseases. Our
funding is limited. As a result, we cannot tackle all of the priorities with the pre-
ferred level of resources. Therefore, USAID will more aggressively identify and pur-
sue partnerships with other donors, non-governmental organizations, foundations,
and the private sector to mobilize more funding for countering the spread of infec-
tious diseases.

FAMILY PLANNING

Question. Each year, we fight over the Mexico City policy, or the “global gag rule”,
as i1t has become known—a policy that would be unconstitutional in our own coun-
try. But separate and apart from that, USAID funds voluntary family planning pro-
grams in dozens of countries. Unfortunately, funding for these activities has not
kept up with the need. This year, USAID will spend $425 million on family plan-
ning. That is $25 million less than it did in fiscal year 1995, the last year I chaired
this subcommittee. For fiscal year 2002, the President has requested level funding.
This is shortsighted. Making family planning services available is key to children’s
health, to women’s health, to safeguarding the environment, to economic develop-
ment, and above all, to reducing poverty.

Where do you put family planning on your list of priorities?

Answer. Family planning is one of a number of key health priorities for this Ad-
ministration. USAID is allocating $425 million this year for family planning activi-
ties. This level is $40 million higher than appropriated levels in recent years. In the
President’s 2002 budget, this level has been maintained.

USAID recognizes the importance of family planning and reproductive health.
However, we also acknowledge that efforts to improve economic growth, basic edu-
cation particularly for girls, and other health areas have a large impact on family
planning practices. Thus, USAID balances a number of critical priorities with its
limited overall funding levels.

For that reason, I am pressing USAID staff to aggressively identify and pursue
partnerships with other donors, non-governmental organizations, foundations and
the private sector to mobilize more funding for tackling critical development issues
like family planning.

CLEAN ENERGY TECHNOLOGY

Question. 1 think this Administration is being extremely shortsighted in its ap-
proach to energy in this country, not to mention globally. Anyone can see that we
waste huge amounts of energy, yet [Vice President] Cheney denigrates conservation.
We know from our own experience that nothing is more key to economic develop-
ment than the availability of energy—cleaner energy. I have heard that USAID
plans to sharply cut funding for renewable energy and clean energy technology.
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With so many opportunities to invest in infrastructure and energy technology in
developing countries—which benefits U.S. companies, U.S. jobs, and the environ-
ment, why cut these programs? How much is USAID spending in fiscal year 2001,
and what is USAID’s fiscal year 2002 budget request, for the development of U.S.
clean energy technologies, and for the use of clean energy technologies in developing
countries? What is the fiscal year 2001 budget for the Office of Energy and Environ-
mental Technology, and what is the request for fiscal year 2002? I am told half
would cut it. This office has strong, bipartisan support in Congress, and no decision
like that should be made without first consulting with us.

Answer. We agree that there are many opportunities to invest in infrastructure
and energy technology in developing countries. However, the overall USAID budget
is squeezed by earmarks, directives and Administration priorities, thus not all crit-
ical initiatives can receive the preferred level of funding.

As a result, USAID’s budget for energy, in general, and clean energy, in par-
ticular, is extremely limited. The Agency will spend in the neighborhood of $30 mil-
lion for clean energy from development assistance resources in fiscal year 2001. Our
funds are used for two primary purposes: (1) research and development to identify
low-cost, efficient and environmentally sound energy innovations for the developing
world; and (2) technical assistance and training to leverage the resources of inter-
national financial institutions and to improve the policy and regulatory environment
for U.S. private sector investment.

We cannot yet specify a target for fiscal year 2002. The budget for the Global Bu-
reau’s Office of Energy and Environmental Technology (G/ENV/EET) is $16 million
in fiscal year 2001; our fiscal year 2002 request for G/ENV/EET is about $13 mil-
lion.

BIODIVERSITY

Question. One area that has suffered in recent years is funding for programs to
protect biodiversity. With the world’s population set to exceed nine billion by the
middle of this century, and the number of automobiles skyrocketing, the pressures
on the environment in developing countries are enormous. You can see this simply
by traveling to Mexico today, a country that is literally littered with garbage, where
protected areas are being destroyed, and where cities are becoming unlivable. This
is the reality in many developing countries.

What do you see as USAID’s role in addressing these environmental problems?
Where does it fit on your list of priorities? Do you agree that we should spend more
on these programs in fiscal year 2002?

For fiscal year 1995, the last year I chaired this subcommittee, USAID spent $106
million to protect biodiversity. In fiscal year 2001 we will spend about $100 million.
So in real terms we are spending less than we used to. Do you agree that we should
spend more on these programs in fiscal year 2002?

Answer. USAID promotes a holistic approach to addressing global environmental
problems. Our programs promote the wise and sustainable use of the world’s nat-
ural resources, clean energy technology and use of renewable energy resources,
clean water and sustainable use of global water sources.

Biodiversity conservation plays an important part in ensuring the continued use
and providing opportunities for new uses of the world’s ecosystems, including the
maintenance of locally important watersheds. In this context, biodiversity conserva-
tion remains a high priority for USAID. The Agency is working collaboratively with
its NGO partners, local governments, and local peoples to conserve biodiversity
while improving the economic opportunities in rural areas. We will aggressively pur-
sue partnerships with other donors, non-governmental organizations, foundations,
universities and the private sector to leverage more funding to protect biodiversity.
In this way, we view ourselves as an entity implementing solutions to biodiversity
issues on a limited scale, while also being a catalyst for focused efforts to tackle the
larger issues on a global scale.

Although USAID would like to spend more to support biodiversity conservation
programs in fiscal year 2002, other budgetary demands will make that unlikely. We
do not yet have figures for biodiversity spending in fiscal year 2002. However, an-
ticipated cuts in the overall environment budget will constrain spending on biodiver-
sity programs. Through our current programs, our NGO partners are using USAID
funds to leverage new and additional funding sources. We will identify and pursue
additional leverage opportunities through our public and private partnerships that
shall generate substantially more resources for these programs.
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CONFLICT PREVENTION

Question. 1 like your idea of doing more in conflict prevention. It does not need
to cost a lot, but it can make a real difference. There are experienced negotiators
whose skills are under utilized, who can propose creative solutions to diffuse ten-
sions. Give me an example of what you have in mind?

Answer. USAID will be exploring and possibly strengthening the role that inter-
national and indigenous NGOs, Foundations and other public and private sector or-
ganizations can play in contributing to the transformation of conflict to non-violent
outcomes and peacebuilding. These grassroot level efforts (e.g. the Lileer reconcili-
ation, along with the Wunlit reconciliation of 1999 in Sudan that helped in reducing
tensions and conflict in Equatoria in Sudan) can be critical serving as catalysts for
calming ethnic tensions. Locally initiated efforts at conflict resolution, when com-
bined with parallel efforts in HIV/AIDS prevention programs, provide sound inter-
ventions with people level impact. USAID supports the African Centre for the Con-
structive Resolution of Disputes (ACCORD) in diffusing tensions on the ground
through conflict training programs.

Question. One thing that has strong congressional support are programs that
bring together teenage youth from conflict zones, like the Middle East, Cyprus, the
Balkans. There has even been talk of Kashmir and Central Africa. Would you in-
clude this type of thing?

Answer. These important programs for adolescent girls and boys can have lasting
impact at reducing the potential for future violent conflict. They need to be devel-
oped and incorporated into an integrated approach for peacebuilding and reconcili-
ation that provides educational and employment opportunities and democratic val-
ues to support a new generation of youth with hope, not despair. Child soldiers,
AIDS orphans, and victims of human trafficking lucky enough to survive, need op-
portunities to meet other youth in a safe way that allows for sharing of personal
experiences.

PROCUREMENT, PERSONNEL, INFORMATION MANAGEMENT SYSTEMS

Question. 1 cannot agree with you more about the need to fix USAID’s dysfunc-
tional procurement, personnel and information management systems. You can have
programs that look great on paper, but if it takes half a year to negotiate contracts,
or to procure the necessary goods or services, or if you can’t get quick and accurate
information about what you are doing, you won’t get good results. Can you describe
what a reformed procurement system at USAID would look like it?

Answer. It is very difficult to describe a reformed procurement system at USAID
because what one group calls “reform” another group calls “trouble.” Let me give
you an example. Many inside USAID argue for streamlining the procurement proc-
ess, so we can award contracts faster, and the rules give us some flexibility to do
that. We could reduce the time for advertising new procurements, or the time for
preparing proposals. But that just gives contractors who have previously worked
with USAID an additional advantage. The smaller firms that have such a hard time
competing against the big contractors won’t have a chance if they have even less
time. I want to broaden the base of firms we use overseas, not reduce it.

Nonetheless, I'm sure there are ways we can streamline our internal procurement
process that would not put any organization at a disadvantage. We will soon ask
a procurement expert to come inside USAID, review the way we conduct a sampling
of procurement actions, and get some practical recommendations about steps we can
cut or eliminate. We will also look for ways to improve procurement planning. If the
procurement staff can be involved earlier in the process, issues can be addressed
and the procurement action can begin at an earlier stage in activity development.
This will help minimize delays in getting activities started.

GLOBAL DEVELOPMENT ALLIANCE

Question. You have proposed a “Global Development Alliance”, which would set
aside some amount of USAID resources from various accounts to leverage funds
from private foundations and corporations, to be targeted at specific foreign aid
goals.

How can we be sure that if you withhold $x from, say environmental programs,
that at least that much, when combined with private funds, will end up being pro-
vided for environmental programs? Or could that $x end up being used for some-
thing completely different, say democracy programs? If so, I think that would pose
a problem for us. I see no reason why private funds could not be leveraged in sup-
port of the wide range of USAID activities, but I would not want to see funds in-
tended for the environment, or some other activity, end up being used for something



40

else. I think withholding funds to leverage private resources is fine, if it really does
result in more resources for the purpose the appropriated funds were intended. Can
you comment on this?

Answer. Funding for the Global Development Alliance is intended as an incentive
to encourage public-private alliances, which will leverage additional resources and
new ideas to tackle critical development problems. This is a new initiative for fiscal
year 2002, and one of USAID’s four pillars.

The funding requested for the Global Development Alliance for fiscal year 2002
comes from three accounts; Development Assistance ($110 million), Child Survival
and Diseases Program ($25 million), and International Disaster Assistance ($25 mil-
lion). Funds were not withheld from any particular sector, but rather taken off the
top of these accounts. All resources that USAID programs for the Global Develop-
ment Alliance will be used for activities consistent with the purposes of the accounts
to which these resources were appropriated.

It is our hope that all sectors will be able to benefit from an increase in total fund-
ing as alliances are formed with private companies, foundations and other groups.
Until the alliances are actually developed and submitted for funding, it is impossible
to know which sectors will receive what level of funding. It is also quite possible,
and we believe desirable, that some alliances may work across sectors.

UNIVERSIY DIRECTIVES

Question. Each year, we receive more and more requests from Members of Con-
gress to direct USAID to fund universities in the United States, to support their
international studies, research, and exchange programs. I think these institutions
have a lot to offer whether in agriculture research and marketing, natural resource
conservation, telemedicine—the list is as limitless as a university professor’s imagi-
nation. But I am also concerned about the process by which these proposals are
funded. We can recommend that USAID consider these proposals, but I want to be
sure that funding decisions are ultimately made on the merits, not on the basis of
political pressure. Do you have an opinion on this?

Answer. We prefer that U.S. colleges and universities channel their proposals
through competitive procurement mechanisms rather than through legislative direc-
tives that require USAID to sign contracts and agreements with specific organiza-
tions to perform specific work in a sector. USAID considers the U.S. higher edu-
cation community to be a national resource and a significant contributor to our pro-
grams. As a result, we have a variety of competitive programs and activities de-
signed specifically for U.S. colleges and universities.

Our competitive higher education partnership programs are open to all U.S. col-
leges and universities on an annual basis. Programs undergo a peer review process
that recommends funding based on the technical merits of the proposal. These grant
programs apply the knowledge, research, service, and technical expertise of U.S. col-
leges and universities, in partnership with developing country institutions of higher
education, to national and regional development challenges.

In addition to hundreds of other new competitive procurements each year in al-
most all development sectors for which U.S. higher education institutions can com-
pete, we will be exploring additional ways to fashion relationships through the Glob-
al Development Alliance. We hope not only to build partnerships, but also to lever-
age more resources to confront critical development problems.

BLIND CHILDREN

Question. We provided $1.2 million for programs for blind children in fiscal year
2001. This is a program we have funded for several years. It is my understanding
that there is about that much funding in the pipeline that remains unspent. In
other words, we are about a year behind in obligating these funds.

It seems to me that it should not be difficult to make good use of these funds,
for surgery that can cure some types of blindness and for other types of assistance
for blind children. If there are questions about what activities the funds should be
used for, I am sure we can answer them. Would you look into this and be sure that
these funds are used for their intended purpose, or come back to me and explain
why they can’t be?

Answer. Yes, the fiscal year 2000 funds were not obligated during fiscal year
2000. However, these funds are being added to fiscal year 2001 (for a total of $2.197
million) and will be obligated during fiscal year 2001.

The funds have been used for surgeries for blind children, as well as to train eye
care specialists in target countries, to provide corrective services, and to support ad-
vocacy for integration of eye care services into national health systems. A new five-
year program will address two of the major causes of childhood blindness, congenital
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cataract and significant refractive error, by developing a multi-country, integrated
and comprehensive approach to tackle the blindness problem in Bangladesh, Mexico,
Morocco, Nigeria and South Africa. Activities include increasing community aware-
ness of preventable eye disease; training health workers; integrating Primary Eye
Care into existing primary health care structures; and establishing centers of excel-
lence for the provision of childhood cataract surgery and follow-up care, and for low
vision and rehabilitation services.

DISASTER ASSISTANCE

Question. Disaster Assistance has strong support in Congress and among the
American public—this is what people think of when they think of foreign aid. In
your written testimony, you noted that “demands on disaster assistance resources
have increased for a number of years.” However, the budget for the Office of Foreign
Disaster Assistance (OFDA) has not kept pace over time. Currently, the Disaster
Assistance account is being called on to meet competing needs in Afghanistan, El
Salvador, India, Sudan, and many other needy places. As the former head of OFDA,
do you agree that funding for Disaster Assistance is inadequate?

Answer. USAID’s Office of Foreign Disaster Assistance (OFDA) generally obli-
gates more than its annual New Obligating Authority. Additional needs have been
covered through the recovery of prior years obligations, supplemental funding from
Congress and by exercising the 492(b) authority. Over the last five years, OFDA has
responded to an average of 68 disasters annually. Most of the IDA account is spent
on complex emergencies involving political turmoil and civil strife that threaten the
stability of a region, such as is the case in Sudan. We have projected our funding
requirements based on the current activities and I believe the funding level to be
adequate.

BHR/OFDA—NOA ANALYSIS AND OBLIGATIONS FOR FISCAL YEARS 1996-2000

ot Number of

Fiscal year Total obligations gm O‘i?tly'gf,\}gl\g) ((jilesca\gtreerds
2000 $229,507,615  $152,706,257 74
1999 292,664,529 160,000,000 64
1998 186,358,181 160,000,000 86
1997 174,670,844 165,000,000 51
1996 156,605,467 155,951,000 65

EAST TIMOR

Question. I am sure you are aware of the destruction that took place in East
Timor after the referendum in 1999. As East Timor now moves toward full inde-
pendence, its need for international assistance remains great. From everything I
hear, USAID’s Office of Transition Initiatives has been doing a superb job there.
What kind of U.S. support for East Timor—in terms of funding levels and prior-
ities—do you envision after a formal declaration of independence?

Answer. East Timor must take several steps to achieve full independence. Elec-
tions for East Timor’s Constituent Assembly are scheduled for August 2001 (al-
though they may be delayed). Following these elections, the new assembly will draft
a constitution, with public participation through the formulation and functioning of
Constitutional Commissions. The East Timorese people will elect their new presi-
dent in early 2002. The formal declaration of independence will occur when the new
president is installed. Given the complexity of these steps, full independence prob-
ably will not be achieved until June 2002 or later.

USAID will maintain programmatic flexibility within this extremely fluid political
and social environment. We have developed a strategy based on a funding scenario
of $25 million economic support fund (ESF) annually in fiscal years 2001-2003 (a
total of $75 million).

In fiscal year 2001, USAID anticipates using approximately $5 million ESF for
pre- and post-election activities. This includes assisting indigenous non-govern-
mental organizations with election support; constitution and legislative drafting; cit-
izen participation in local governance; rule of law; and media development. Our
post-election priorities are to provide technical assistance and training to strengthen
the new independent electoral commission in organizing and conducting future elec-
tions.
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USAID’s ongoing economic development work spans both pre- and post-election
periods. Approximately $4 million ESF will be used to accelerate economic revital-
1zation by continuing to develop East Timor’s main export commodity (coffee).

The Office of Transition Initiatives will continue to work with USAID/Jakarta on
community-level rehabilitation through its small grants program. We anticipate that
approximately $9.5 million will be spent on community stabilization, assistance to
independent media outlets, and support for the reintegration of ex-combatants.

QUESTION SUBMITTED BY SENATOR RICHARD J. DURBIN
GLOBAL DEVELOPMENT ALLIANCE

Question. You have suggested a $160 million fund for public-private partnerships.
While I welcome the flexibility that such a fund could offer USAID, I'd like you to
outline where these funds are coming from in your budget to make up the $160 mil-
lion fund? How will you be sure that the goals of the programs from which these
funds are taken, such as renewable energy, biodiversity and other environmental
projects, are met under the Global Development Alliance?

Answer. Funding for the Global Development Alliance is intended as an incentive
to encourage public-private alliances, which will leverage additional resources and
new ideas to tackle critical development problems. This is a new initiative for fiscal
year 2002, and one of USAID’s four pillars.

The funding requested for the Global Development Alliance for fiscal year 2002
comes from three accounts; Development Assistance ($110 million), Child Survival
and Diseases Program ($25 million), and International Disaster Assistance ($25 mil-
lion). Funds were not withheld from any particular sector, but rather taken off the
top, since this is a new funding request.

It is our hope that all sectors will be able to benefit from an increase in total fund-
ing as alliances are formed with private companies, foundations and other groups.
Until the alliances are actually developed and submitted for funding, it is impossible
to know which sectors will receive what level of funding. It is also quite possible,
and we believe desirable, that some alliances may work across sectors.

QUESTIONS SUBMITTED BY SENATOR BEN NIGHTHORSE CAMPBELL
TUBERCULOSIS

Question. Tuberculosis is an ancient disease, but due in part to apathy, it has
made a dangerous comeback in recent years. Tuberculosis is highly infectious and
spreads through the air from one person to another. Among infectious diseases, TB
remains the second leading killer in the world (after AIDS), killing nearly 2 million
people around the world each year. Tuberculosis rates are substantially higher for
minorities in the United States. Native Americans, for example, have an incidence
five times greater than that of Caucasians. Tuberculosis also has a sinister inter-
action with the HIV/AIDS epidemic-people co-infected with HIV and TB are up to
800 times more likely to develop active TB than people without HIV.

Tuberculosis is the leading killer of people with AIDS and accounts for one third
of all deaths in Sub-Saharan Africa. Due to its infectious nature, an important way
to control TB here at home is to control it abroad. Congress has expanded invest-
ment for international tuberculosis control in recent years—in 2001 this Sub-
committee provided $60 million for international TB control, up from a level of vir-
tually zero in 1997.

What are your views of the extent of the TB problem overseas? How will USAID
address this growing problem in the coming years?

Answer. The tuberculosis problem overseas continues to grow every day and is of
increasing concern to USAID. Ninety-five percent of all TB cases and ninety-eight
percent of the 2 million annual TB deaths occur in developing countries. Tuber-
culosis threatens the poorest and most marginalized members of a society and un-
dermines economic development. As you accurately noted, TB is growing in concert
with the HIV/AIDS pandemic. Because of this and because TB is highly contagious,
the disease is clearly a threat not only to the developing world but to the United
States as well.

USAID is making a significant contribution to the global effort to prevent and
control tuberculosis, leading to a reduction in the morbidity and mortality associated
with the disease. USAID will work to build capacity in countries most affected to
address tuberculosis; expand implementation of proven, cost-effective interventions
for preventing the transmission of tuberculosis; and help strengthen policy commit-
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ment and surveillance. We also will help ensure an adequate supply of drugs by as-
sisting countries to obtain reliable access to TB drugs through improved drug man-
agement and procurement practices. In addition, USAID will continue to invest in
developing new tools to prevent, diagnose and treat tuberculosis, and invest in
training an expanded cadre of TB experts. Finally, we are contributing significantly
to the international Stop TB partnership, as well as fostering partnerships with
other donors, non-governmental organizations, foundations and the private sector to
mobilize more funding and attention to combating the spread of TB and other infec-
tious diseases.

CORRUPTION IN THE ORGANIZATION FOR SECURITY AND COOPERATION IN EUROPE
(OSCE) REGION

Question. As Chairman of the Commission of Security and Co-Operation in Eu-
rope (OSCE), the Helsinki Commission, I am particularly concerned over the grow-
ing problem of corruption in the 55-nation OSCE region. I have worked to raise cor-
ruption-related issues within the OSCE framework, as there are obvious implica-
tions in the security, economic and human dimensions that impact U.S. interests
in the region.

What projects are currently being supported by USAID in the OSCE participating
States to help promote transparency and the developments of related non-govern-
mental organizations (NGOs)?

Answer. USAID recognized the growing problem of corruption in the region back
in 1997, when, together with the OECD, we inaugurated an Anti-Corruption Net-
work for Transition States, including both Central European and the former Soviet
Union. That network brings together host-country government officials, non-govern-
mental organizations, foreign donors and anti-corruption practitioners and special-
ists in yearly meetings to promote best practices, such as procurement reform and
aggressive freedom-of-information laws to protect journalists who report on corrup-
tion. We also launched an English-Russian anti-corruption website,
www.nobribes.org, to detail many of these approaches and connect users in ways
that truly facilitated information-sharing and open dialogue.

In the countries of southeast Europe represented in the Stability Pact, USAID has
pressed for non-governmental organization (NGO) participation and leadership in
the transparency effort. We fund the Southeast Europe Legal Defense Initiative, an
anti-corruption program not led by any foreign donor or development organization,
but by Coalition 2000, an anti-corruption NGO in Bulgaria, to help other anti-cor-
ruption NGOs across eight countries to develop their own ability to monitor and
fight corruption in their countries.

In addition to these regional approaches, USAID also emphasizes bilateral efforts
to combat corruption. In Slovakia, for example, before USAID’s bilateral program
ended, the entire program was devoted to the promotion of transparency and the
fight against corruption. We worked very closely with the Government of Slovakia
to publicize a detailed corruption strategy and ensure NGO participation in it. In
Bulgaria, we continue to work with NGOs and the Government to promote account-
ability within the judiciary and customs, and we work closely with our colleagues
from the Department of Justice in that effort. Our Croatia mission is moving cau-
tiously forward with a program emphasizing transparency in the continued privat-
ization process, participation by NGOs and labor unions in economic reform efforts,
and civil society involvement in these questions at all levels.

Throughout the region, USAID coordinates closely with anti-corruption programs
implemented by other U.S. government agencies, such as the Departments of Jus-
tice, State, and the Treasury. USAID will continue to work with the OSCE, the
World Bank, the OECD Development Assistance Committee and other regional de-
velopment and security organizations in the region to aggressively promote trans-
parency as a fundamental part of development work.

Question. Given the implications for democracy, human rights and the rule of law,
is USAID placing greater emphasis on activities that can help stem corruption in
these countries?

Answer. This year, USAID’s Europe & Eurasia Bureau released an Anti-Corrup-
tion Strategic Framework, disseminating it widely through the U.S. government, to
anti-corruption practitioners and others. At the heart of that strategy is a focus on
our capacity to promote transparency and information-sharing. In countries where
consolidating authoritarian regimes appear to be returning, we believe that a re-
newed focus on human rights and freedom for journalists and critics remains the
most important contribution we can make to stemming the tide. In other countries
whose overall direction is uncertain, we believe an approach combining “good gov-
ernance” technical assistance and aggressive promotion of information-sharing is an
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effective tool to help reform-oriented groups within those countries consolidate their
gains and prevent backsliding or erosion. In countries with clear commitments to
democracy and the rule of law, we are attempting to make transparency the core
of our economic and democratic assistance programs.

We have examined the record of other countries that have mounted successful
campaigns against corruption and noted the importance of these kind of practices,
together with aggressive law enforcement technical assistance that our colleagues
from Justice, State, Treasury and elsewhere are providing. All are necessary parts
of a comprehensive package that new transition states can use to make inroads
against corrupt practices.

Question. Last week I chaired a Commission hearing on developments in Ukraine.
I am particularly interested in USAID’s ongoing activities in that country where cor-
ruption remains a major stumbling block to progress. Could you please provide your
views in this area?

Answer. Corruption is the misuse of public power for private profit. Not many
would disagree that corruption in Ukraine today is systemic. However, it should be
remembered that corruption was also systemic during the Soviet era. This partly
explains the lack, or the lesser amount, of stigma associated with corrupt acts in
Ukraine.

Nevertheless, action is necessary because corruption has grown to such an extent
that it now may constitute a threat to the state. Corruption promotes the unequal
distribution of wealth, undermines public confidence in government, and discredits
the concepts of the free market and rule of law.

Obviously, enforcement strategies will remain a component of any anti-corruption
program. But, their limited effectiveness to date strongly suggests the need to sup-
plement them with initiatives to prevent corruption from arising. This so-called
“prevention” strategy focuses on reducing the incentives and opportunities that lead
to corruption. Unlike enforcement strategies that attack corruption directly, preven-
tion strategies often do so indirectly by pursuing policies that have as one of their
concomitant consequences a reduction in the incentives and opportunities for cor-
ruption.

Since corruption in Ukraine affects many of the areas in which USAID is pro-
viding assistance, most, if not all, USAID assistance programs inevitably address
corruption. The major focus of many of these programs has been to reduce opportu-
nities for corruption by promoting reforms that increase transparency and account-
ability. Examples of anti-corruption activities in the current USAID portfolio in-
clude:

—Regulatory reform to assist the Government of Ukraine (GOU) bring about a
meaningful reduction in the overwhelming regulatory burden faced by enter-
prises in Ukraine, especially small- and medium-sized businesses whose sur-
vival and development are stifled by over-regulation.

—Banking sector reform to foster more transparency by training Ukrainian bank-
ers in western banking practices, training GOU bank regulators in on-site in-
spection, to elevate regulators’ standards and professional knowledge, and to
promote conversion of commercial banks to international accounting standards.

—Enterprise accounting to reform the accounting system based on international
accounting standards.

—Enterprise development to provide entrepreneurs across Ukraine with access to
existing laws, policies, and regulations governing their activities and to work
with multiple branches and levels of the GOU to support deregulation of com-
mercial activities and reduce the number of licenses, monitoring procedures,
and other obstacles to efficient business development.

—Independent media to provide special seminars and training exchanges, some
in conjunction with the World Bank, in investigative reporting for reform-ori-
ented journalists.

—dJustice sector reform to encourage courts to adopt more transparent procedures,
including blind assignment of cases.

—Legal reform to facilitate drafting of a new Ethics Code for government officials
and legislation to cover the rights and obligations of administrative bodies, their
relationship to other governmental organizations and the public.

—Fiscal reform to encourage sounder budget and tax policies, better government
financial management practices, greater transparency in city budgets and stra-
tegic plans, higher professional standards, and decentralization.

—Local self-government development to help Ukrainian cities establish trans-
parent procedures in budgeting, municipal land use and competitive contracting
for public works.
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BELARUS

Question. What is the current level of USAID assistance to Belarus?

Answer. USAID’s budget for fiscal year 2001 is $4 million. Including USAID, the
overall U.S. Government assistance budget for Belarus is approximately $13 million.
Approximately 80 percent of the USAID budget support democratic initiatives. The
United States is the largest bilateral donor of foreign assistance to Belarus.

Question. Are there plans to increase the level of assistance to devote to develop-
ment of non-governmental organizations and the independent media in Belarus?

Anwer. Both USAID and State Department assistance is already largely focused
on development of non-governmental organizations (NGOs) and the independent
media. Should additional pre-election requirements be identified, we will look at
how we might accommodate them.

Question. What programs are already in place to promote democracy, especially
in the run-up to presidential elections expected later this year?

Answer. USAID’s activities in the current year include political process support,
civil society and NGO strengthening, support for rule of law and legal defense, as-
sistance to independent media and technical assistance to private enterprises, which
are an important constituency for democratization.

Question. According to the Spring issue of the Belarusian Review, Lukashenka
has issued a decree banning the use of foreign aid for pro-democracy activities. Is
USAID aware of this development and are your funded organizations doing pro-de-
mocracy work in Belarus now in jeopardy?

Anwer. USAID is aware of President Lukashenka’s Decree 8, which forbids “gra-
tuitous foreign assistance,” particularly related to election assistance. However, the
Ministry of Foreign Affairs has assured the U.S. Embassy that USAID grantees and
contractors are exempt from Decree 8, which explicitly excludes those programs cov-
ered under international agreements approved by the Government of Belarus, such
as our Bilateral Agreement. At the request of our grantees and contractors, USAID
provided a sentence to be added to all their documents citing coverage under the
Bilateral Agreement.

Yet, despite these assurances, USAID grantees and contractors have been con-
tacted by the Ministry of Foreign Affairs and Belarusian KGB with repeated re-
quests for details of their programs. And, on several occasions, USAID’s grantees
and contractors have been harassed by telephone, by being followed, and by being
photographed.

The Government of Belarus continues its attack on the Organization for Security
and Cooperation in Europe (OSCE) and its efforts to train election monitors for the
presidential election, which have been scheduled for early September 2001.

INTERNATIONAL CRIME

Question. The Federal Government considers international crime—a composite of
many separate types of criminal activities, such as drug trafficking, money laun-
dering, and public corruption—as a growing threat to the national security interest
of the United States, designated as such by Presidential Decision Directive (PDD)
42 of October 1995. PDD—42 called for a sustained and focused federal effort to com-
bat international crime. In 1998, the International Crime Control Strategy outlined
the 8 goals and 30 implementing objectives of the federal response and identified
a number of specific initiatives to achieve these goals and objectives. In addition,
the strategy called for conducting assessments to gauge the threat posed by various
types of international crime and implementing a performance measurement system
to assess the effectiveness of the strategy’s initiatives. Two threat assessments were
subsequently conducted in 1999 and 2000; there was no action to establish an over-
all performance measurement system.

What programs is USAID funding to support the Administration of Justice and
Rule of Law? In which countries are these programs? Is USAID funding any specific
initiatives to help address international crime? If so, how are these initiatives co-
ordinated with other federal agencies also working in the international crime area?

Answer. USAID’s administration of justice and rule of law programs are part of
our overall objective of strengthening democracy and good governance. Programs
generally follow one of four basic approaches:

—improving the legal framework;

—improving justice sector institution performance;

—increasing access to justice; and

—generating popular demand for justice sector reform.

Within these broad parameters, specific country programs vary significantly. At-
tached (on the following page) is a chart that illustrates USAID justice sector assist-
ance programs by country and region.
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In general, USAID does not directly engage in activities to stop international
criminals due to statutory restrictions and institutional capabilities. Our justice sec-
tor and other programs are focused on the long-term impact of strengthening host-
country justice systems. A capable and fair judicial sector that is able to withstand
significant corruption will have a key role in derailing international crime. Never-
theless, we do undertake efforts, which impact on international criminals’ ability to
operate. These include crop substitution in narcotic growing areas, anti-corruption
measures in governmental institutions, and building awareness in the government
and non-governmental community to stem the trafficking of people. We also directly
provide resources to USG agencies such as the Departments of Justice and State,
which work in partnership with law enforcement officials implementing measures
to counteract international crime.

The National Security Council is responsible for inter-agency coordination of
international crime-related actions. All USAID-funded and implemented justice sec-
tor assistance programs emphasize coordination with other federal agencies. Joint
assessments, funding transfers (when appropriate), and regular consultations with
relevant agencies are among the prominent coordination modalities with other fed-
eral agencies. We have agreements in place with the Department of Justice and the
Federal Judiciary for coordination on training of police, prosecutors, court adminis-
trators and judges. USAID routinely works on these issues with various State De-
partment offices, including the Bureau for Democracy, Human Rights and Labor,
the Bureau for International Narcotics and Law Enforcement, the Office of Inter-
national War Crimes Issues, as well as regional bureaus.

USAID JUSTICE SECTOR ASSISTANCE PROGRAMS

Asia/Near East Africa Europe/Eurasia LAC
Bangladesh Angola Albania Bolivia
Cambodia Burundi Armenia Colombia
East Timor Congo Azerbaijan Dom. Rep.
Egypt Ethiopia Belarus Ecuador
Indonesia Madagascar Bosnia El Salvador
Mongolia Malawi Bulgaria Guatemala
Morocco Mozambique Croatia Haiti
Nepal Nigeria Georgia Honduras
Oman Rwanda Kazakhstan Mexico
West Bank Sierra Leone Kyrgyztan Nicaragua
South Africa Kosovo Panama
Tanzania Macedonia Paraguay
Uganda Moldova Peru
Montenegro Venezuela
Romania
Russia
Serbia
Slovakia
Ukraine

SUBCOMMITTEE RECESS

Senator BENNETT. Thank you very much, that concludes the
hearing. The subcommittee will stand in recess until 9:30 a.m.,
Tuesday, May 15, when we will meet in room SD-124 to hear from
the Secretary of State, Hon. Colin Powell.

[Whereupon, at 12:27 p.m., Tuesday, May 8, the subcommittee
was recessed, to reconvene at 9:30 a.m., Tuesday, May 15.]



FOREIGN OPERATIONS, EXPORT FINANCING,
AND RELATED PROGRAMS APPROPRIA-
TIONS FOR FISCAL YEAR 2002

TUESDAY, MAY 15, 2001

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.

The subcommittee met at 9:30 a.m., in room SD-124, Dirksen
Senate Office Building, Hon. Mitch McConnell (chairman) pre-
siding.

Present: Senators McConnell, Stevens, Specter, Bennett, Camp-
bell, Leahy, Mikulski, Durbin, Johnson, and Landrieu.

DEPARTMENT OF STATE

OFFICE OF THE SECRETARY
STATEMENT OF HON. COLIN POWELL, SECRETARY OF STATE
OPENING STATEMENT OF SENATOR MITCH MC CONNELL

Senator MCCONNELL. Good morning, Mr. Secretary. Welcome to
the subcommittee. It has been our custom for the chairman and
ranking member to make brief opening statements, then we will go
to you for your statement. We appreciate very much your being
here. Welcome back to the front lines of U.S. foreign policy. We had
Andy Natsios here last week. He’s a very impressive fellow, I might
add, and we are looking forward to learning his reform plans for
USAID. I know you have already wrestled with some of the ear-
marks, sanctions, and certifications requirements contained in last
year’s foreign operations bill. As someone who inserted a number
of those, I can assure you they will not all go away, but we do not
want to complicate your life and do want you to be a big success.

Some of those earmarks reflected a lack of confidence by some of
us in the previous administration. Some of it, frankly, I think was
necessary and helpful to the previous administration. In the last 8
years I think we saw a crisis of confidence in Washington that was
fueled by a number of missteps and mistakes across the globe.
Your success in your new job will be measured in part by a de-
crease in some of these earmarks and mandates that we have a
tendency to put in these bills.

Your foreign policy mettle has already been tested by our con-
frontation with China over the EP-3 incident, the escalation of eth-
nic tensions in the Balkans, and continued violence in the Middle
East against one of America’s most important allies.

(47)
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While there have been successes and setbacks, our country’s com-
mitment to principles, constancy of purpose, and credibility, will
ensure that U.S. national security interests are advanced and pro-
tected. There is a demand for American leadership in the world,
whether it is seeking justice for war crimes in Serbia or maintain-
ing sanctions against the oppressive military regime in Burma. I
want to offer a few comments on the President’s $15.2 billion re-
quest for foreign operations.

While I have concerns with the 25-percent decrease in funding
for the Export-Import Bank, I am pleased that the overall amount
is a slight increase over the fiscal 2001 level. There will be some
fine-tuning on our part, in line with the subcommittee’s budget al-
location and policy interest, as is our prerogative.

Among other issues, I anticipate discussion and debate over the
$731 million Andean counterdrug initiative, and the $369 million
request for HIV/AIDS programs. You should know that I do not
view U.S. foreign assistance as an entitlement, and will be review-
ing more closely country-specific aid packages under the economic
support fund and other accounts.

For example, what justification could be offered this year for the
$75 million request for the West Bank and Gaza Strip, when no
end to the violence seems to be in sight? Yasser Arafat walked
away from the best deal the Palestinians will likely ever see. I am
not sure there is anything more the Israelis could have offered
than they did late last year. In Egypt, Government-sponsored
newspapers praise Adolph Hitler and incite violence against Jews
in Israel. I am wondering if this kind of behavior warrants a re-
quest of $2 billion.

Let me close with a brief comment about the struggle for democ-
racy in Asia. In the past, the State Department has been all talk
and little action on this issue. I have had to battle for increased
support and attention to Burma, Cambodia, East Timor, and Indo-
nesia.

PREPARED STATEMENT

I hope that at some point during this hearing you will affirm
America’s commitment to the cause of freedom in this region, par-
ticularly in Burma and Cambodia. As President Ronald Reagan
stated in his speech before the British Parliament back in the early
1980s: We must be staunch in our conviction that freedom is not
the sole prerogative of a lucky few, but the inalienable and uni-
versal right of all human beings.

Again, Mr. Secretary, thank you for being here, and I will now
defer to my colleague, Senator Leahy.

[The statement follows:]

PREPARED STATEMENT OF SENATOR MITCH MCCONNELL

Mr. Secretary, welcome back to the front lines of U.S. foreign policy. You and
Andy Natsios, who appeared before this Subcommittee last week, have my support
and encouragement for bringing about much needed change at State and the U.S.
Agency for International Development.

I know that you have already wrestled with the many earmarks, sanctions, and
certification requirements contained in last year’s foreign operations bill. More than
anything, this is evidence of the little faith that the U.S. Congress had in the pre-
vious Administration’s foreign policy skills and priorities. The past eight years saw
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a crisis of confidence in Washington that was fueled by missteps and mistakes
across the globe. Your success in your new job will be measured, in part, by a de-
crease in Congressionally mandated actions.

Your foreign policy mettle has already been tested by our confrontation with
China over the EP-3 incident, the escalation of ethnic tensions in the Balkans, and
continued violence in the Middle East against one of America’s most important al-
lies. While there have been successes and setbacks, our country’s commitment to
principles, constancy of purpose, and credibility will ensure that U.S. national secu-
rity interests are advanced and protected. There is a demand for American leader-
ship in the world, whether seeking justice for war crimes in Serbia or maintaining
sanctions against the oppressive military regime in Burma.

I want to offer a few comments on the President’s $15.2 billion request for foreign
operations. While I have concerns with the 25 percent decrease in funding for the
Export-Import Bank, I am pleased that the overall amount is a slight increase over
the fiscal year 2001 level. There will be some fine tuning on our part in line with
the Subcommittee’s budget allocation and policy interests, as is our prerogative.
Among other issues, I anticipate discussion and debate over the $731 million Ande-
an Counterdrug Initiative, and the $369 million request for HIV/AIDS programs.

You should know that I do not view U.S. foreign assistance as an entitlement, and
will be reviewing more closely country-specific aid packages under the Economic
Support Fund and other accounts. For example, what justification can you offer for
the $75 million request for the West Bank and Gaza Strip when no end to the vio-
lence is in sight? Yasser Arafat walked away from the best deal the Palestinians
will likely ever see; what more can Israel offer? In Egypt, government-sponsored
newspapers praise Adolph Hitler and incite violence against Jews and Israel. Is this
kind of relationship worth the request of $2 billion?

Let me close with a brief comment about the struggle for democracy in Asia. In
the past, the State Department has been all talk and little action on this issue. I
have had to battle for increased support and attention to Burma, Cambodia, East
Timor, and Indonesia. I hope that at some point during this hearing, you will affirm
America’s commitment to the cause of freedom in this region, particularly in Burma
and Cambodia. As President Ronald Reagan stated in his speech before the British
Parliament in June 1982, “We must be staunch in our conviction that freedom is
not the sole prerogative of a lucky few, but the inalienable and universal right of
all human beings.”

OPENING STATEMENT OF SENATOR PATRICK J. LEAHY

Senator LEAHY. Thank you, Mr. Chairman, and Mr. Secretary, it
is always good to see you. I have said before publicly that I believe
your appointment was one of the President’s best and most impor-
tant decisions so far, for our country, but also for the State Depart-
ment, and I think that was shown by the very effective way you
handled the situation with China when they held prisoner our re-
connaissance aircraft crew.

The public statements you have made for a more aggressive re-
sponse to AIDS when you and I were at the White House last Fri-
day, as you know, I have complimented you for that, and I do here
publicly.

I believe it is a critical time for our country. The peace and pros-
perity which many had hoped for after the cold war has not mate-
rialized in a lot of parts of the world, including parts of our coun-
try.

The world today is increasingly divided between the extreme rich
and the extreme poor, a situation that triggers vicious civil wars.
These wars are also fueled by religious and ethnic hatred, when
both sides kill in the name of their Creator, making everybody
wonder just who has got that direct line to heaven as people die
on both sides.

Even the American people—we are blessed with wealth and op-
portunities beyond what most people could dream of, certainly far
more than your parents or my parents could dream of—seem un-
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sure of the role our country should play in the world. President
Bush promised to act more humbly around the world, but we are
increasingly accused by our friends and allies, as well as our de-
tractors, of arrogance and bullying.

The recent vote in the U.N. Human Rights Commission did not
occur in a vacuum. It reflected deep resentment built up over years
that we impose standards on the rest of the world that we do not
always live up to ourselves. I hope we can get back on the commis-
sion. Withholding our U.N. dues may make us feel good, especially
when we see a number of human rights violators who went on that
commission. We see countries noted best for their pomposity and
arrogance, like the French, a country that ignored the slaughter of
children and others in their own former colonies, advising us on
human rights, but withholding our dues, of course, could just make
a bad situation even worse. We look forward to your advice on that.

It is early, but I do not get the sense of how the administration
plans to project American power and leadership in a way that
builds better relations with our allies as well as our adversaries.

This is nothing new. During the early years of the Clinton ad-
ministration, our foreign policy lurched from crisis to crisis. An ad-
ministration that believed very much in looking first and foremost
at the economy, we had been through a number of recessions, it
seemed like foreign policy was often a last-minute thought, and
Congress did not help. We cut funding for foreign policy. We tied
up billions of dollars over a dispute about family planning as popu-
lations exploded around the world.

Charting a steady course in our foreign policy—one that reflects
both the interests and the responsibilities of the wealthiest, most
powerful Nation, is increasingly difficult in today’s world. We ought
to reaffirm the principles that guide us and adhere to them, wheth-
er it is in Colombia, the Middle East, or the Balkans, and when
we set goals we should provide the resources to achieve them.

Year after year, we sell ourselves and future generations short
by underfunding foreign policy. No one questions the importance of
military power, but security today has a lot less to do with military
power than it did a quarter of a century ago. Certainly, if we can
get countries to become more democratic, then we are better off,
but that means you have to have a long-term vision, one that goes
on from administration to administration, and it has to be backed
by well-funded foreign assistance programs and effective diplomacy
as well as military power, and we cannot cut any of those.

I cannot think of anyone better suited to define our role in the
world and to strengthen our policies and to carry out our policies
to strengthen our security, broadly defined, than you, Mr. Sec-
retary. You have the vision, common sense, and the firmness that
are required. At the time you were appointed, we spoke very short-
ly after that. I did not know whether to offer you congratulations
or condolences, and it took at least a week or so before I even
broached the subject with Mrs. Powell, but I am glad you are there.

PREPARED STATEMENT

It is not an easy job, but there are a lot of us up here in both
parties who would like us to have a strong, consistent foreign pol-



51

icy, and one where we can anticipate and stop crises before they
happen. We will work with you.

Thank you, Mr. Chairman.

[The statement follows:]

PREPARED STATEMENT OF SENATOR PATRICK J. LEAHY

Mr. Secretary, it is good to see you. I think your appointment was one of the
President’s best and most important decisions so far, both for our country and for
the State Department.

This has already been shown by the effective way the Administration handled the
crisis with China over the detention of our reconnaissance aircraft crew, the public
statements you have made for a more aggressive response to AIDS, and your work
on other issues.

This is a critical time for our country. The peace and prosperity which many
hoped for after the cold war has not materialized. The world today is increasingly
divided between the extreme rich and the extreme poor, and torn by vicious civil
wars fueled by religious and ethnic hatred.

Even the American people, blessed with wealth and opportunities beyond what
most people could dream of, seem unsure of the role our country should play in the
world.

Despite President Bush’s campaign promise to act more humbly, we are increas-
ingly accused by our friends and allies, as well as our detractors, of arrogance and
bullying.

The recent vote in the U.N. Human Rights Commission did not occur in a vacu-
um. It reflected a deep resentment, built up over years, that we impose standards
on the rest of the world that we do not always live up to ourselves. We need to get
back on the Commission, but withholding our U.N. dues is the precisely the wrong
way.

It is early, but I have no sense that this Administration has a clear sense of how
to project American power and leadership in a way that builds better relations with
our allies as well as our adversaries.

This is nothing new. During the early years of the Clinton administration our for-
eign policy lurched from crisis to crisis. No thanks to Congress, I might add, which
cut funding for foreign policy and tied up billions of dollars over abortion.

Charting a steady course in foreign policy that reflects both the interests and re-
sponsibilities of the wealthiest, most powerful nation, is increasingly difficult in to-
day’s world. We need to reaffirm the principles that guide us, and do a better job
of adhering to them, whether in Colombia, the Middle East or the Balkans.

When we set goals, we should provide the resources to achieve them. Year after
year we sell ourselves—and future generations—short, by under-funding foreign pol-
icy.

No one questions the importance of military power. But security today has a lot
less to do with military power than it did a quarter century ago.

It requires a long-term vision backed by well-funded foreign assistance programs,
effective diplomacy, as well as military power. We cannot afford to cut corners on
any of these.

But again, it is early, and I cannot think of anyone better suited to define our
role in the world, and to carry out policies to strengthen our security—broadly de-
fined—than you Mr. Secretary. You have the vision, the common sense, the humil-
ity, and the firmness that are required.

Thank you for agreeing to take on this responsibility.

Senator MCCONNELL. Thank you, Senator Leahy.
SUMMARY STATEMENT OF HON. COLIN POWELL

Mr. Secretary, we are looking forward to hearing from you. We
will put your full statement in the record, and go right ahead.

Secretary POWELL. Thank you very much, Mr. Chairman, for
your warm welcome, and I thank you for your opening statement,
and Senator Leahy, I thank you for your opening remarks, and I
look forward to hearing from the other members of the committee
during the question and answer period. I want to let you know, Mr.
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Chairman and members of the committee, that I do look forward
to working with the committee in the months ahead.

I think it is an important part of my responsibilities to work
closely with the Congress and all the various committees. This will
be my eighth hearing in the 3-plus months that I have been Sec-
retary of State, among other duties that I perform, but I view this
kind of interchange with the Congress just as important as any
other duty that I have, and so I appreciate your welcome, and I
look forward to working with you in the future.

Before getting into a shortened version of my prepared testi-
mony, perhaps I will just touch briefly on some of the points, Mr.
Chairman, you raised, and Senator Leahy raised.

With respect to earmarks, directives, and restrictions. I under-
stand the reality of such things, and I thank you for the oppor-
tunity to be graded on the basis of the declining number of ear-
marks and directives that you will find it necessary to impose upon
me and the administration in the months and years ahead.

I hope we can work together closely so that we can satisfy the
concerns and needs of the Congress, and accommodate the impera-
tives of the Congress in a way that is faithful to what the Congress
wishes to see happen but also gives the administration, gives the
President the necessary flexibility, and his team the necessary
flexibility to react to changing events without being overly con-
strained by provisions of law, earmarks, and restrictions.

I look forward to having that relationship with you, Mr. Chair-
man, and the members of the committee, and other committees, to-
wards that end, so that we do what is in the best interests of the
Nation, as determined by the President and the Congress, in the
name of the people, but do it in a way that gives the President
maximum flexibility to conduct foreign policy.

On the Eximbank, yes, there has been a decrease, but we think
it is a reasonable decrease in light of the policy changes that ac-
company that decrease, and those policy changes include encour-
aging companies that have access to capital markets to go to the
private capital markets rather than coming to the Government,
and for those who do come to the Government, taking on a slightly
higher level of risk as part of their business activity, thereby allow-
ing us to reduce that account, and make it less of a drain against
the American taxpayers. We will be looking at this very, very care-
fully to make sure that we have not done anything that is disrup-
tive to the activities of the bank, or undercut the foreign policy
goals that we have for the bank.

With respect to the Andean Initiative and the counterdrug initia-
tive within it, I think it is logical and comprehensive follow-on to
Plan Colombia, where we are expanding our efforts throughout the
whole region, and I will have a little bit to say about that in my
statement, but I think we can make a case that this is a worth-
while investment in our overall drug strategy but also in our over-
all development strategy, not just going after drugs in those re-
gions as sources of drugs that come to the United States, but also
helping improve the lives of those people, help their democracy be-
come stabilized, fight off the corrosive effect of narcotrafficking on
their democracies, so in the programs we are going to be requesting
and the money we are requesting for those programs in this fiscal
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year budget, you will see us talk about democracy building activi-
ties, alternative crops, things of that nature, as well as the more
standard kinds of drug interdiction activities.

Similarly, I will say a little bit more about AIDS in a moment,
but it is a crisis not only in sub-Saharan Africa, it is a crisis in
Russia about to happen, and it is a crisis in other parts of the
world. It is not just a health care crisis, it is a destroyer of culture,
a destroyer of families, a destroyer of economies, and it is some-
thing that we have to get a lot of attention to, and as Senator
Leahy noted, the President has taken us to a new level of commit-
ment to this war by participating in the global trust fund that is
being created, and by committing $200 million to the global trust
fund on top of the very significant contribution that the United
States makes towards the war on HIV/AIDS already.

Mr. Chairman, on your concern, with respect to the use of foreign
assistance funds for the West Bank, Gaza, and Egypt, I think we
have to look at these carefully. I think we have to be a responsible
partner for the parties in the region at this time of high stress, at
this time of high violence, in order to get them back to a situation
we can pursue a negotiating track. I am sure we can talk about
that more in the course of questions and answers, but I take your
points with respect to those two particular accounts, the West
Bank, Gaza, and then Egypt.

With regard to Burma, Cambodia, East Timor, and Indonesia.
Chairman McConnell, I can assure you that the administration,
President Bush, me, and all the members of the administration,
are committed to human rights everywhere throughout the world,
as universal rights belonging to every child of God, whether that
child is in the United States, or in Burma. You will see us aggres-
sively pursue our human rights agenda at every opportunity.

Some people suggest that one of the reasons we ran into some
trouble on the Human Rights Committee vote was because we were
too aggressive, and frankly, when we had the Geneva meetings a
few weeks ago we were very aggressive. I was calling foreign min-
isters and presidents, the President was calling presidents, Dr.
Rice was involved in it, we were pushing for the resolutions we
thought were important, and we may have made a few people mad
at us by the aggressive manner in which we pursue human rights
issues.

We probably made some more people mad at us when we re-
leased our human rights report that call things the way those
things are around the world. If that is what made people mad,
well, they are going to stay mad, because we are going to continue
to point out human rights abuses. We are going to continue to work
on this issue. I also believe that we will get back on that commis-
sion, if that is what we choose to do next year, and I think that
is what we should do next year; subject to the President’s final ap-
proval.

I would encourage the Congress to be cautious with respect to
punishing the United Nations for this particular problem. We lost
a vote. It was a democratic vote. We do not like the outcome. We
may not like the fact that people trade votes. Nevertheless, we lost
the vote. We should take our hit and now look to build on the fu-
ture, and not take actions which are punitive or suggest that you
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are not going to get the money we owe you unless you guarantee
that we will win the next vote. We should win the next vote on our
merit, and the case will make our next vote. Not because we are
holding a financial hammer over the heads of the members of that
committee that did not vote for us this time.

So I think it is important for us to keep that loss in perspective,
and recognize that we still have observer status on the commission,
that we will be able to help others introduce resolutions. We will
not be able to vote for that 1 year that we are out, but we will still
be able to communicate in a very, very powerful, clear voice, our
concerns about human rights. Nothing associated with that vote
should suggest to anybody that the United States or the Bush ad-
ministration is going to hold back in speaking about human rights.

With respect to Senator Leahy’s comments about whether our
foreign policy is well thought out, whether we say we are going to
be humbled but act arrogantly, I think, over time, Senator Leahy,
you will see that we do have a foreign policy that is well thought
out, that begins here in the Western Hemisphere. The Summit of
the Americas a few weeks ago was very, very successful, with a
powerful commitment to democracy.

We are working with our allies in Europe. We are working with
nations that used to be enemies. My Russian colleague, Igor
Ivanov, will be here this Friday for a full day’s worth of discussions
on every issue affecting our two nations, and so you will find us
reach out increasingly.

The President will be going to EU’s summit meeting in Brussels,
a summit meeting with his NATO allies, or ministerial, or presi-
dential Chief of State meetings in June, and then we have G-8
coming up in July, and you will see us increasingly engaged in Eu-
rope.

Once we get this incident of the airplane completely behind us,
you will see us engage with China, and we still have strong allies
in Japan and South Korea. We will be building on those alliances,
and I think you will see, over time, emerge a foreign policy that
is humble, not arrogant; that reflects the best values of the Amer-
ican people; and that reflects our position in the world as a power-
ful Nation that has to use that power, not be afraid to use it, but
in using it, use it with humility, and use it to pursue well-thought-
out policies and well-thought-out concepts of where we need to be
gfqir}llg on the world stage. I hope we will be able to persuade you
of that.

For my brief opening statement, and I will summarize it very
quickly, I would just like to mention to members of the committee
that while, by law, I am the principal foreign policy advisor to the
President, I am also, if not stated directly in the law, I am the
leader and manager of the Department of State, the CEO, the
Chief Operating Officer, the person who is responsible for moti-
vating a superb workforce and taking care of them, making sure
they have what they need to do their job well.

As both the chairman and Senator Leahy mentioned, it is our ob-
ligation, once we have set goals for those diplomats of ours, to
achieve, we have got to give them the resources they need to do the
job, and this budget request that I am up here defending as the
CEO of the State Department, I think does a good job of moving
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us in that direction. It represents an increase over the previous
year budget. Of the overall $23.9 billion in the President’s fiscal
year budget request for the State Department, $15.2 billion is for
foreign operations, about 2 percent more than last year, with some
puts and takes in that number.

Let me give you a few highlights of the budget, and then go di-
rectly to your questions. You have already heard, as you indicated,
Mr. Chairman, from USAID Administrator Andy Natsios, I think
we are very, very fortunate in getting a man of his qualifications
to lead USAID. He comes in with lots of new ideas, he knows the
organization, he is going to challenge it, he is going to take it up
to a new level, he is going to bring in some new ideas, and the idea
that he discussed with you on global development alliances I think
is an example of the kind of creative thinking that you will see
coming out of USAID.

USAID will be more closely aligned with the State Department
than it has been in the past. I view myself as the owner of USAID,
even though it is an independent agency. But the law says it is my
responsibility to give them direction, give them policy direction and
supervise them, and I can assure you I do that.

Mr. Natsios is at my 8:30 staff meeting every single morning
with every other principal leader in the Department of State. He
is part of my team, and I am going to do everything I can to make
sure that USAID is successful and that it uses the money given to
it by the American people in the most effective way possible, and
especially through this global development alliance idea that Mr.
Natsios has discussed with you, to leverage some of the resources
that USAID has to bring in other agencies, other activities, NGO’s,
the private sector, and figure out clever ways and creative ways to
leverage up our Federal dollars into maximizing the opportunity to
bring in private dollars and other means of investing in the devel-
opment work that we will be doing all around the world. So I am
very, very proud to say this about USAID, and also say that I think
we have got a real winner in Mr. Natsios.

We talked briefly—I touched briefly on the Andean Regional Ini-
tiative. Let me just say that in the over $800 million for this initia-
tive, about half is for Colombia, half is for the other nations in the
region. About half is for drug interdiction, the other half is for
those other activities I mentioned of crop substitution, democracy-
building, investment in the infrastructure, giving these populations
the wherewithal to resist—resist the corruption and the corrosive-
ness that comes with the presence of narcotraffickers in the region,
not just in Colombia, but throughout the whole region.

Obviously, the ultimate solution to this problem is demand re-
duction. The ultimate solution to this problem is prevention and re-
habilitation of people who have been drug-users through treatment,
and the new czar, the new director of this program, Mr. Walters,
has made a commitment, and the President has made a commit-
ment to focus on demand reduction as well as supply reduction and
interdiction efforts. But I think to keep going with the programs
that we have now, I would ask the Congress to fully support the
request that we have made for the Andean Regional Initiative.

As you also know, $369 million is in our budget for HIV/AIDS.
When you add what other Government agencies are doing, that
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number with respect to HIV/AIDS quickly goes over $500 million
and, of course, Secretary Thompson has a lot more money in his
budget at HHS on research, looking for a cure, encouraging drug
companies to move everything that is done at the National Insti-
tutes of Health through medicare and other programs, so that bil-
lions more, really, are involved in treating, preventing, and fighting
AIDS.

A lot more needs to be done. The $200-million program that the
President seeded last week with Kofi Annan has to grow. Other na-
tions have to get involved, nonprofit organizations, private citizens
have to get involved. That fund needs a lot more money, and the
President has committed to doing more for that fund, and I think
that the administration should be congratulated for helping pull
the fund together and for seeding it with that initial $200 million.

As you may also have noted from that announcement, Secretary
Tommy Thompson and I now cochair a task force on HIV/AIDS for
the President, working closely with Mr. Scott Everts, the new AIDS
policy director in the White House.

There are many other items in the budget that could be high-
lighted, Mr. Chairman, but they are known to you; they are avail-
able to you in my prepared testimony, my longer testimony, so
what I think I will do at this point is essentially close these few
opening remarks and turn it over to questions, with one final ob-
servation, and that is, I cannot tell you how proud I am to be the
Secretary of State, and for the opportunity to lead these wonderful
men and women, members of the professional Foreign Service,
members of the Civil Service, our Foreign Service nationals around
the world.

They are doing a great job for America on our first line of of-
fense; carrying our values, carrying our moral model, our moral in-
spiration out to the world, and we have to make sure they are pro-
tected in good embassy buildings, we have to make sure they are
well-compensated, well-rewarded, that their families are taken care
of, and that is my obligation to them, and I will be fighting for
what I believe they need to do their jobs for the American people
with all of my energy and with all of my strength, just as I used
to do when I was wearing a different kind of uniform.

Thank you, Mr. Chairman.

[The statement follows:]

PREPARED STATEMENT OF COLIN L. POWELL

Mr. Chairman, members of the subcommittee, I am pleased to appear before you
for the first time as Secretary of State, and to testify in support of the President’s
International Affairs Budget for fiscal year 2002.

This Budget represents a needed increase in the Department’s dollars for the up-
coming fiscal year, and we are pleased with that. This is a good start.

It is the first fiscal step in our efforts to align the conduct of America’s foreign
relations with the dictates of the 21st Century.

As Secretary of State I wear two hats—one as CEO of the Department, the other
as the President’s principal foreign policy advisor.

Since the primary interest of this subcommittee is in my role as foreign policy ad-
visor to the President, I will wear that hat for this testimony.

Of the $23.9 billion in the President’s fiscal year 2002 budget request (a 5 percent
increase over this year) there is $15.2 billion for foreign operations—or about 2 per-
cent more than this year.
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Let me give you some of the highlights of that part of the budget request and let
me begin with a significant change we are making in the way the U.S. Agency for
International Development carries out its business.

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT

The President’s fiscal year 2002 budget marks the beginning of a new strategic
orientation for USAID. At the center of this strategic orientation is a new way of
doing business to ensure that USAID’s long-term development assistance and hu-
manitarian/disaster relief programs better respond to U.S. national interests.

Increasing levels of conflict, degraded economic performance, and widespread dis-
ease are causing regional instabilities, complex humanitarian emergencies and, in
some cases, chaos. These conditions threaten the achievement of USAID’s develop-
ment objectives and broader U.S. foreign policy goals. The new Administration in-
tends to address these particular conditions by concentrating USAID resources and
capabilities for a more effective method of delivery.

b '50 improve USAID’s effectiveness, several important changes are outlined in the
udget:

—Reorientation of USAID programs to focus on “Four Pillars” each of which sup-

ports achievement of USAID’s objectives;

—As the first pillar, introduction of the “Global Development Alliance” as
USAID’s new model for doing business;

—The simplification, integration and reorientation of current programs and their
alignment with three new program pillars: Economic Growth and Agriculture;
Global Health; and Conflict Prevention and Developmental Relief;

—Adjusting the Agency’s budget priorities to target increased funding for agri-
culture, HIV/AIDS, basic education, and conflict prevention and resolution;

—Directing senior management attention to the sweeping overhaul of the Agen-
cy’s management, procurement, and operating systems.

THE GLOBAL DEVELOPMENT ALLIANCE PILLAR

The Global Development Alliance (GDA) is USAID’s business model for the 21st
Century and is applicable to all USAID programs. As USAID’s first pillar, the GDA
is based on the Agency’s recognition of significant changes in the economic develop-
ment assistance environment. No longer are governments, international organiza-
tions and multilateral development banks the only assistance donors; nor is Official
Development Assistance the only source of funding for international economic devel-
opment. Rather, over the past 20 years a growing number of new actors have ar-
rived on the scene: NGOs, Private Voluntary Organizations (PVOs), foundations,
corporations, the higher education community and even individuals are now pro-
viding development assistance. As a result, the U.S. Government is not the only,
or perhaps even the largest, source of American funding and human resources being
applied to the development challenge.

The GDA will be a fundamental reorientation in how USAID sees itself in the con-
text of international development assistance, in how it relates to its traditional part-
ners and in how it seeks out and develops alliances with new partners. USAID will
use its resources and expertise to assist strategic partners in their investment deci-
sions and will stimulate new investments by bringing new actors and ideas to the
overseas development arena. USAID will look for opportunities where relatively
small amounts of risk or start-up capital can prudently be invested to generate
much larger benefits in the achievement of overall objectives. USAID will increas-
ingly fill the role of a strategic alliance investor, a role akin to that of a venture
capital partner, in the resolution of serious development issues. Unlike a venture
capital fund, however, the Agency will not try to establish equity positions or seek
early exits from the activities in which it invests. Sustained improvement over the
long haul will remain a prime objective. Of course, the Agency will continue to de-
ploy resources where private funding is not available and for activities where the
gﬁvernmental role is clear and pre-eminent to stimulate institutional and policy
change.

In order to launch the GDA, a special unit will be established to expand outreach
into the private, for-profit and not-for-profit sectors. To stimulate movement towards
the Global Development Alliance in its early years, USAID has identified $160 mil-
lion in the fiscal year 2002 request to be used to initiate the new business model
and to help fund alliances by Washington bureaus and/or field missions, with a view
toward fully integrating GDA concept into the three program pillars not later than
fiscal year 2004. GDA is not expected to become a separate funding account.

The funds for initiating the GDA are proposed from the following appropriations
accounts: $110 million in Development Assistance (DA); $25 million in the Child
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Survival and Disease Program Fund (CS/D); and $25 million in International Dis-
aster Assistance (IDA). Uses will be consistent with the authorized intentions of
these accounts.

PROGRAM PILLARS

The three program pillars are part of the justification for the proposed overall pro-
gram level of $3.4 billion for USAID’s directly-managed programs, including food aid
and excluding USAID’s administrative expense accounts and programs jointly man-
aged with the State Department. Details on the three program pillars follow.

The Economic Growth and Agriculture Pillar ($928 million)

Assistance provided under this pillar will work to create economies that are viable
over the long term. Special emphasis will be directed at integrating growth, agri-
culture and environmental objectives and concerns in a manner such that “market
forces” play an increasingly important role in our strategic approach and in deter-
mining a program’s long-term viability. Activities funded will assist: the productive
sectors, especially agriculture; the environment and energy sectors; human capacity
development (including basic education); micro-enterprises; and improvement of the
business, trade, and investment climate. The interrelationship and interdependence
of economic growth, environmental sustainability and the development of a coun-
try’s human capital will be highlighted in this pillar.

—The request for fiscal year 2002 is $928 million compared to an equivalent fig-
ure of %871 million in fiscal year 2001 (both including $28 million for the Afri-
can and Inter-American Development Foundations).

—Given the importance of agriculture and basic education (especially for girls and
women) in most recipient countries, USAID plans to increase its emphasis in
these sectors.

The Global Health Pillar ($1.276 billion)

Under this pillar, USAID will group its programs related to maternal and child
health, nutrition, family planning and many of the related transnational issues con-
fronting the world, such as HIV/AIDS and other infectious diseases. This budget in-
cludes a major initiative to combat HIV/AIDS and other infectious diseases—mainly
malaria and tuberculosis—which have significant public health impact. Child sur-
vival interventions target the major childhood killers, including vaccine-preventable
diseases (e.g., polio), diarrheal disease, malnutrition, acute respiratory infections,
and malaria. USAID programs continue an aggressive effort to eliminate vitamin A
and other micronutrient deficiencies. Maternal health activities aim to reduce ma-
ternal deaths and adverse outcomes as a result of pregnancy and childbirth. In fam-
ily planning, USAID programs seek to promote family health and allow couples to
achieve their desired family size. For HIV/AIDS and infectious diseases, USAID will
aggressively promote public/private partnerships and provide technical leadership
for programs at the national and grass-roots levels.

The Global Health programs are funded from the CS/D account with the exception
of family planning, which is currently financed from DA funds and other accounts.
The fiscal year 2002 request for Global Health, $1.276 billion, compares to an equiv-
alent figure of $1.259 billion in fiscal year 2001 (both include $110 million in trans-
fers to UNICEF).

—The Global Health request for HIV/AIDS funding has increased from $299 mil-
lion in fiscal year 2001 to $329 million to address more effectively this major
public health issue. The total amount available for HIV/AIDS from all appro-
priated accounts, including ESF, is expected to be $369 million.

—The remaining $947 million is proposed for child survival and other global
health activities. These funds would support efforts to improve maternal and
child health and nutrition; reduce infant and child mortality; support programs
that promote family health, and allow couples to achieve their desired family
size. The total amount available for family planning is $425 million, from all
appropriated accounts.

The Conflict Prevention and Developmental Relief Pillar ($1.217 billion)

Given the rising number of collapsed states and internal conflicts in the post-cold
war period, some of which have become focal points of U.S. foreign policy, USAID
will undertake a major new conflict prevention, management, and resolution initia-
tive. This initiative will integrate the existing portfolio of USAID democracy pro-
grams with new approaches to anticipating crisis, conflict analysis, comprehensive
assessment, and will provide new methodologies to assist conflicting parties resolve
their issues peacefully. This initiative will also address on-going efforts to bridge
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and integrate foreign policy and foreign assistance in a way that accommodates both
short-term operational and longer-term structural prevention needs.

USAID continues to stand at the forefront of agencies around the world in its abil-
ity to respond to man-made and natural disasters. The budget request will enable
USAID to maintain this capability (unique within the United States) to provide
needed help rapidly when international emergencies occur.

—The request for fiscal year 2002 is $1.217 billion compared to an equivalent fig-
ure of $1.181 billion in fiscal year 2001 (both include Public Law 480 Title II
at $835 million).

—International Disaster Assistance funding increases from $165 million (excludes
the fiscal year 2001 $135 million supplemental) to $200 million in recognition
of the increased demands generated by complex emergencies and natural disas-
ters.

—The request includes Transition Initiative funding of $50 million to meet chal-
lenges in conflict-prone countries and those making the recovery from crisis.

—Democracy and Local Governance funding continues at $132 million.

USAID Budget Accounts

While the three program pillars embodied in USAID’s new strategic orientation
are a valuable way to focus, manage, and report on activities, they do not cor-
respond neatly to the five program accounts for which the agency is currently re-
sponsible.

The three program pillars discussed above will be funded by the following five
program accounts: Child Survival and Disease Programs Fund; Development Assist-
ance; International Disaster Assistance; Transition Initiatives; and the Development
Credit Program, which is funded mainly through transfers from the other accounts.
In addition, USAID administers Public Law 480 Title II Food for Peace programs.

Child Survival and Disease Programs Fund (CSD)

The fiscal year 2002 request is $1.011 billion, compared to an equivalent figure
of $961 million in fiscal year 2001 (both include $110 million for UNICEF).

This account includes funding for infectious diseases at $110 million; HIV/AIDS
at $329 million; basic education at $110 million (with an additional $13 million from
DA); and $454 million for child survival and other health activities.

Development Assistance (DA)

The Administration’s fiscal year 2002 request is $1.325 billion, compared to an
equivalent figure of $1.302 billion in fiscal year 2001 (both years include $28 million
for the Inter-American and African Development Foundations).

This account includes funding for agriculture at about $210 million; micro-enter-
prise and improvement in business trade and investment climate activities at $284
million; environment at $251 million; human capacity development (non-basic edu-
cation) at $52 million and basic education at $13 million; and family planning at
$425 million, funded from DA and other appropriation accounts.

International Disaster Assistance (IDA)

The fiscal year 2002 request of $200 million supports emergency relief and transi-
tional activities provided in response to natural and manmade disasters and other
emergencies often accompanied by the displacement of large numbers of people.

Transition Initiatives (TI)

The fiscal year 2002 request of $50 million supports programs administered by
USAID’s Office of Transition Initiatives. This office addresses the opportunities and
challenges facing conflict-prone countries and those making the transition from the
initial crisis stage of a complex emergency to a more stable political and economic
situation.

Development Credit Program (DCP)

For fiscal year 2002, the Administration is requesting transfer authority of up to
$25 million from USAID program accounts for the newly consolidated Development
Credit Authority. This brings together various separate Agency credit programs
under one credit umbrella.

The change will allow USAID to use credit as a flexible development tool for a
wide range of development purposes and will increase the flow of funds to urban
credit and micro and small enterprise development programs.

In addition, $7.5 million is requested for administrative costs for the consolidated
authority. It is envisioned that all future agency credit activities will be carried out
under the reforms embodied in DCP regulations and the Federal Credit Reform Act
of 1992. This program augments grant assistance by mobilizing private capital in
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developing countries for sustainable development projects. DCP is not intended for
sovereign risk activities.

USAID’s Operating Expenses

The fiscal year 2002 request of $549 million will provide resources needed to
maintain current staffing levels associated with USAID’s presence in key developing
countries, continue to build the Agency’s information technology and financial man-
agement capabilities, and strengthen staff capabilities through training.

These funds cover the salaries, benefits, and other administrative costs associated
with USAID programs worldwide, including those managed by USAID and financed
through Development Assistance, the Child Survival and Disease Programs Fund,
the Economic Support Fund, the Support for East European Democracy Act, the
Freedom Support Act, and Public Law 480 Title II Food for Peace programs.

The request includes $7.5 million for facility security where USAID is not co-lo-
cated with embassies. There is also a request of $50 million for co-located USAID
facilities included in the State Department’s Embassy Security, Construction, and
Maintenance request.

Let me move now to other bilateral economic assistance and discuss the Economic
Support Fund (ESF), Assistance for East Europe and the Baltic States (SEED), and
the FREEDOM Support Act.

Economic Support Fund (ESF) (including International Fund for Ireland)

The fiscal year 2002 ESF request of $2.289 billion supports the economic and po-
litical foreign policy interests of the United States. Highlights of the fiscal year 2002
request include:

Near East.—$1.682 billion to continue restructuring assistance levels in the Mid-
dle East and promote regional stability and a comprehensive peace between Israel
and her neighbors. Funding includes $720 million for Israel, $655 million for Egypt,
$150 million for Jordan, and $75 million for the West Bank and Gaza. In addition,
the fiscal year 2002 request provides funding for the Iraqi opposition and for pro-
grams that support U.S. efforts to strengthen regional cooperation, promote democ-
racy and civil society, and encourage economic growth and integration through in-
creased trade and market-oriented reforms.

Europe.—$39.6 million, including $15 million for Cyprus and $19.6 million for the
International Fund for Ireland, as well as $5 million for the third and final year
of a program to bring youths from Northern Ireland and designated disadvantaged
areas to the United States as outlined in the Irish Peace Process Cultural and
Training Program Act of 1998.

Western Hemisphere.—$170.5 million, including $54.5 million for democratic insti-
tution building and economic growth programs in Peru, Ecuador, Bolivia, Venezuela,
and Panama under an Andean regional initiative; $21 million for earthquake assist-
ance in El Salvador; $5 million for Cuban democracy programs; $11 million for East-
ern Caribbean stabilization; $35 million for humanitarian NGOs in Haiti; $10 mil-
lion for reform in Mexico; $10 million for Administration of Justice throughout the
region; $15 million to support the Ecuador/Peru border and Guatemala peace proc-
esses; and $9 million for other regional democracy-building programs.

Africa.—$105.5 million, including $25 million to assist Nigeria in rebuilding its
democratic institutions; $20 million to support countries in transition, especially
those countries emerging from conflict; $15 million to support the Education for De-
velopment and Democracy in Africa program, with an emphasis on girls’ education;
$15 million for regional initiatives, including democracy programs; $10 million for
the Africa Great Lakes Initiative designed to build credible and impartial civilian
and military justice systems in the region; $9 million for Sierra Leone to help fund
a special court and rebuild infrastructure; $2.5 million for Ethiopia/Eritrea to assist
in efforts to recover from the war; $2 million to strengthen civil society and lay the
foundation for political institutions, democratic reform, and good government in An-
gola; and other programs designed to foster African integration into the global econ-
omy, enhance the safety and reliability of air transport on the continent, and sup-
port conflict management and prevention.

East Asia.—$169.75 million, including $50 million to support democratic and eco-
nomic strengthening in Indonesia; $25 million for East Timor’s transition to inde-
pendence; $25 million for humanitarian, justice, and democracy programs in Cam-
bodia; $15 million for anti-corruption and peace-promoting programs in the Phil-
ippines; $14 million for South Pacific Fisheries Treaty commitments; $12 million for
democracy and free market support in Mongolia; $5 million for Rule of Law pro-
grams in China; and other programs that support democracy promotion, regional en-
vironmental initiatives, regional women’s issues, and economic technical assistance.
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South Asia.—$30 million, including $7 million to fund programs in India to pro-
mote judicial reform and rule of law and address the growing problem of trafficking
and forced labor of women and children; $7 million in Pakistan to help restore
democratic institutions and build civil society; $3 million each in Bangladesh, Sri
Lanka, and Nepal to help combat child labor and violence against women and pro-
mote democracy and judicial reform, human rights commissions, and civil society
participation in local and national government; and $7 million to fund programs to
promote regional energy cooperation and use of clean energy technologies, help
eliminate cross-border trafficking in women and children, and fund projects pro-
moting cross-border confidence-building measures between the civil societies of India
and Pakistan and among elements of societies struggling with strife in Afghanistan,
Nepal, and Sri Lanka.

Oceans, Environmental, and Science Initiative.—$4 million for environmental di-
plomacy activities. These funds will be used for targeted activities in support of on-
going international negotiations on global environmental issues including climate
change; biodiversity; the production, use, and trade of hazardous chemicals; and nu-
merous bilateral and regional fisheries and oceans negotiations. Funds will also be
used to support regional cooperation efforts and respond to emerging environmental
crises and priorities.

Human Rights and Democracy Funds.—$13.5 million to respond to emergencies
to prevent or forestall further human rights abuses; to exploit unanticipated oppor-
tunities to promote democracy; to help establish institutions that serve human
rights and democracy efforts, especially those that address concerns raised in the
Human Rights Reports; and to support multilateral initiatives that respond to
human rights or democratization opportunities.

Innovative Partnerships to Eliminate Sweatshops.—$5 million to continue funding
for NGOs, labor unions, and corporate groups to support the promotion of core labor
standards, model business principles, and monitoring of labor conditions. The pro-
gram is targeted at eliminating sweatshop conditions in overseas factories that
produce or sell consumer goods for the American market.

Policy Initiatives.—$69 million designated for policy initiatives of the new Admin-
istration.

Assistance for East Europe and the Baltic States (SEED)

The Support for East European Democracy (SEED) Act is the foundation for U.S.
assistance to Eastern Europe and the Baltic States. SEED is a transitional program
designed to assist those countries through their difficult passage to democracy and
a market economy. The fiscal year 2002 SEED request is $610 million.

For fiscal year 2002, the SEED request includes $145 million for the Federal Re-
public of Yugoslavia. These funds will be used in both the Republics of Serbia and
Montenegro to support economic reform and promote democracy and civil society by
assisting judicial reform, independent media, NGOs, and local government. In
Southern Serbia, continued support is needed for community development projects
designed to reduce ethnic tensions.

The request for Kosovo is $120 million. These funds will further implementation
of UNSC 1244 by supporting security (including the U.S. contingent to UNMIK po-
lice), democratization, and respect for human rights and rule of law. The United
States is completing its emergency assistance programs and is now focusing on
longer-term development goals such as building transparent economic and political
institutions and a strong private sector.

The increase for Macedonia to $45 million will help the government move more
rapidly in bringing the benefits of democracy to all of the country’s citizens. Funds
will target efforts to decentralize the government and allow a broader range of Mac-
edonians to play a direct role in building their society. Economic programs will pro-
mote a strengthened private sector to extend prosperity to the wider populace. Fi-
nally, additional resources will support ongoing programs that promote inter-ethnic
harmony and strengthen the fabric of civil society.

Funding for the Bosnia-Herzegovina program is $65 million, down from $100 mil-
lion in fiscal year 2000 and $79.8 million in fiscal year 2001. This decrease reflects
progress on the political commitments under the Dayton Peace Accords and the fact
that Bosnians are taking on a greater role in managing their own affairs. The re-
maining reconstruction effort will focus on encouraging returns of dispersed minori-
ties, which have increased in recent years.

Eight of the 15 original SEED countries have graduated, and USAID missions
there have been closed. Regional funding, at reduced levels, continues for Northern
Tier countries to help ensure the success of their transitions and to meet limited
special or emergency needs.
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In Southeast Europe, SEED-funded regional programs help build stability by fos-
tering cooperation among neighboring countries in key areas such as good govern-
ance and anti-corruption, the fight against organized crime and smuggling, and de-
veloping cross-border solutions for energy, transportation, and pollution.

Assistance for the Independent States of the Former Soviet Union (FREEDOM Sup-
port Act, or FSA)

The fiscal year 2002 request for the FREEDOM Support Act (FSA) for the New
Independent States (NIS) totals $808 million.

This request sets aside funding in the regional account to support a settlement
of the Nagorno-Karabakh conflict. These funds will enable the United States to con-
tribute to post-settlement reconstruction in Azerbaijan and Armenia as part of a co-
ordinated international donor effort.

This budget directs a larger share of funds than last year towards promoting
change at the grassroots of NIS societies, by supporting exchanges that bring NIS
citizens—including large numbers of young people—to the United States for first-
hand exposure to our system; strengthening NGOs; increasing Internet access; and
aiding pro-reform regional and local governments. With freedom of the press under
threat in most countries of the region, emphasis will be placed on programs that
support the independence and viability of the media. Support will also be continued
for law enforcement cooperation to combat organized crime and corruption.

Several of the NIS are now experiencing economic growth for the first time. To
help sustain this growth, FSA programs will support small and medium-sized pri-
vate businesses through training, exchanges, and greater access to credit. Technical
assistance to central governments will be limited, focusing on those countries that
show the greatest commitment to economic reform. In Russia, Kazakhstan, and
Ukraine, funds will support initiatives designed to facilitate growth in pro-reform
regions. Programs will also support U.S. investment and trade throughout the NIS.

FSA programs will address some of the most serious socio-economic problems in
the NIS, particularly in the fields of health, nuclear safety, and the environment.
Health programs will include hospital partnerships and efforts to combat infectious
diseases and improve maternal health. Resources devoted to humanitarian assist-
ance will help mitigate the suffering caused by poverty, natural disasters, and re-
gional conflicts.

The potential proliferation of weapons of mass destruction (WMD) remains a sig-
nificant threat in the NIS. To address this threat, the request funds several pro-
grams aimed at channeling WMD expertise in the direction of civilian research and
development of new technologies.

The FSA-funded Export Control and Border Security Program will continue to
strengthen the ability of NIS countries to prevent illegal cross-border movements of
narcotics, arms, and WMD materials. This program also enhances regional stability
by helping several countries in the region better maintain their territorial integrity
in the face of terrorist threats and border zone conflicts. FSA funds will also facili-
tate the removal of Russian troops and military equipment from Moldova and Geor-
gia.

Debt Restructuring

Let me turn briefly to a program that had broad congressional bipartisan support
last year, debt restructuring:

—For fiscal year 2002, the Administration is requesting $224 million for the
Heavily Indebted Poor Countries (HIPC) Trust Fund to provide multilateral
debt relief. This fund helps regional multilateral development banks, such as
the African Development Bank and Inter-American Development Bank, meet
their costs of HIPC debt reduction.

—In 1999, the United States committed to a $600 million contribution to the
HIPC Trust Fund. In fiscal year 2001, $360 million was appropriated for this
purpose. The fiscal year 2002 request of $224 million, combined with $16 mil-
lion in previously appropriated but unexpended debt account balances, will ful-
fill the U.S. commitment in full and leverage participation from others.

—For fiscal year 2002, the Administration is not requesting any funding to pro-
vide bilateral debt relief under the Tropical Forest Conservation Act of 1998
(TFCA). However, the request does include authority to transfer up to $13 mil-
lion from USAID’s Development Assistance account for debt relief under this
program. The Administration may also use carryover funds from the Debt Re-
structuring account for TFCA implementation.

International Narcotics Control and Law Enforcement (INCLE)

Mr. Chairman, we are profoundly concerned about the recent shootdown of a civil-
ian aircraft by the Peruvian Air Force and the tragic deaths of an innocent woman
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and her child, as well as the injury of another civilian and the destruction of private
property. A full investigation is underway. We will work with the countries in the
area to do all that we can to prevent any such tragedy in the future. Meanwhile,
however, our counter narcotics effort will remain robust:

—The fiscal year 2002 request includes $217 million for base programs of the Bu-
reau of International Narcotics and Law Enforcement (INL).

—The request provides $162 million to support counter-narcotics programs out-
side of the Andean region. These INL programs will grow 30 percent worldwide.
They include regional programs for Latin America, Asia, and the Middle East;
participation in the U.N. Drug Control Program and other international organi-
zations’ counter-narcotics efforts; and increased support for drug awareness and
demand reduction.

—The request also provides $55 million for programs to counter transnational
crime, including trafficking in women and children—an increase of 22 percent.
These programs include establishing a center to counter international migrant
smuggling/trafficking in persons; continuing support of a Civilian Police Contin-
gent for deployment as part of international relief efforts in post-conflict situa-
tions; an African regional anti-crime program, focused particularly on Nigeria
and South Africa; and support to five International Law Enforcement Acad-
emies.

Andean Counterdrug Initiative (ACI)

As part of an overall Andean regional initiative, the fiscal year 2002 request in-
cludes $731 million for ACI, a multi-year counterdrug assistance effort designed to
sustain and expand programs funded by the Plan Colombia emergency supple-
mental. ACI differs from Plan Colombia in several respects. ACI triples—to 45 per-
cent—the share of counter-narcotics assistance going to countries other than Colom-
bia. ACI increases to 40 percent the amount of INCLE funding going to social and
economic programs, exclusive of other economic assistance accounts. Finally, ACI
funding will be augmented from other accounts to support reforms directed toward
strengthening democracy and economic growth.

Fiscal year 2002 funding for ACI includes Colombia, Peru, Bolivia, Ecuador,
Brazil, Venezuela, and Panama.

Combined with Plan Colombia, ACI will make a significant, immediate impact on
the flow of narcotics out of the Andes. The Administration’s performance goals spe-
cifically include: (1) achieving a 30 percent reduction in Colombian coca production
between CY 2000 and the end of CY 2002; and (2) eliminating all illicit coca produc-
tion in Bolivia by the end of CY 2002.

ACI will support Colombia’s push into the former coca-growing sanctuaries in
Putumayo by backing joint operations between the Amy’s new, air mobile counter-
narcotics (CN) brigade and the Colombian National Police’s anti-narcotics unit
(DIRAN). It will also support alternative development and assistance to internally
displaced persons, maritime and aerial interdiction, the Colombian National Police’s
aerial eradication program with additional spray aircraft, and human rights and ju-
dicial reform in Colombia.

Additional support for the Andean regional initiative is being provided through
Economic Support Funds and Foreign Military Financing. Development Assistance
and Child Survival and Diseases accounts will also support this initiative.

Migration and Refugee Assistance (MRA)

Mr. Chairman, the fiscal year 2002 request for MRA is $715 million, as follows:

—The request includes $509 million for Overseas Assistance. This amount will
support the protection of refugees and conflict victims, the provision of basic
needs to sustain their life and health, and the resolution of refugee problems
through durable solutions. It will also provide funding for the focused “Up to
Standards” initiative targeted on health and health-related problems that ap-
pear to have the greatest impact on refugee mortality/morbidity rates.

—The fiscal year 2002 request for Refugee Admissions is $130 million. This $20
million increase over the fiscal year 2001 level reflects a grant increase in the
Reception and Placement program and the fact that $14.7 million appropriated
in fiscal year 2000 was available for Admissions in fiscal year 2001.

—The request for refugees to Israel is $60 million—the same amount appro-
priated in fiscal year 2002, prior to the rescission.

—The request for Administrative Expenses is $16 million—an increase of $1.5
million from the fiscal year 2001 level. This level will support the full-year sala-
ries and operating costs associated with a staff of 110 positions. The increase
includes funds to cover full-year support costs of several refugee coordinator po-
sitions to be established at the end of fiscal year 2001.
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In addition to the MRA funding request, we are asking for $15 million to replen-
ish the U.S. Emergency Refugee and Migration Assistance Fund. This request will
preserve the President’s ability to respond to unforeseen and urgent refugee and mi-
gration needs worldwide.

Nonproliferation, Anti-Terrorism, Demining, and Related Programs (NADR)

The fiscal year 2002 NADR request includes a total of $332 million, broken out

as follows:

—$14 million for the Nonproliferation and Disarmament Fund (NDF), a contin-
gency rapid-reaction fund which can meet unanticipated challenges and dis-

erse funds quickly in support of urgent nonproliferation objectives.

—517 million for Export Control Assistance designed to provide training and
equipment to establish or enhance export control systems. Funds support pro-
grams in Russia and the NIS, Central and Eastern Europe, and key transit
states worldwide.

—$37 million for the Science Centers to prevent former Soviet weapons experts
in Russia, Ukraine, and the other NIS countries from emigrating to proliferant
states by financing civilian research. It has redirected tens of thousands of NIS
WMD/missile scientists to peaceful pursuits and remains a key component of
U.S. nonproliferation policy.

—$49 million for voluntary contributions to the International Atomic Energy
Agency (IAEA) to support effective implementation of strengthened nuclear
safeguards measures and growth in the area of nuclear inspections. The $2 mil-
lion increase will fund safeguards technology development relevant to verifying
North Korea’s initial nuclear inventory.

—$20 million for the Comprehensive Nuclear Test Ban Treaty (CTBT) Pre-
paratory Commission to pay the U.S. share of costs for the ongoing work of the
Provisional Technical Secretariat, including development and implementation of
the international monitoring system (IMS) to detect nuclear explosions.

—$95 million for the U.S. contribution to the Korean Peninsula Energy Develop-
ment Organization (KEDO) for administrative costs and heavy fuel oil (HFO)
purchases in fiscal year 2002. KEDO is responsible for implementing elements
of the Agreed Framework between the United States and the Democratic Peo-
ple’s Republic of Korea (DPRK) by financing and constructing light water reac-
tors in North Korea and by providing annual shipments of heavy fuel oil to the
DPRK until completion of the first light water reactor. The requested increase
reflects a near doubling of the price of HFO on world markets.

—$38 million for the Anti-Terrorism Assistance (ATA) program to meet the wid-
ening and continuing terrorist threat. Funds will support ongoing core ATA pro-
grams, develop new courses (including a new cyberterrorism course), increase
training to select Balkan and Central Asian states, and initiate an energy secu-
rity-related training program in the Caspian region. The request also includes
$2 million to continue the Weapons of Mass Destruction (WMD) Preparedness
Program, which is designed to help foreign government officials and “first re-
sponders” manage terrorist incidents involving weapons of mass destruction.
Funds will support policy workshops with senior host government officials and
“first responder” training for hazardous material personnel, paramedics, and
othe(ir security personnel who would be on the front lines dealing with an actual
incident.

—$4 million for the Terrorist Interdiction Program to support the third year of
a multi-pronged border security program designed to assist selected vulnerable
countries in stopping terrorists from crossing their borders or using their terri-
tory as transit points or staging areas for attacks. Funds will support installa-
tion of an integrated personal identification database system and associated
training for about five countries in East Asia, Africa, Europe, and the Middle
East. A small amount of funds will also help upgrade INTERPOL’s communica-
tions system to complement the database network.

—$16 million contribution toward the incremental cost of holding in the Nether-
lands the trial for the 1988 bombing of Pan Am Flight 103 over Lockerbie, Scot-
land.

—$40 million for the Humanitarian Demining program, which supports a wide
range of humanitarian mine action initiatives in nearly 40 countries around the
globe. The program’s emphasis is on mine clearance, surveys, and mine aware-
ness, although some funds are provided for training and special projects that
indirectly benefit mine-affected nations.

—$2 million to support the second year of the Small Arms Destruction initiative,
which is designed to eliminate stockpiles of excess small arms and light weap-
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ons left over from Cold War and post-Cold War conflicts, particularly in Eastern
Europe, Central Asia, Latin America, and Sub-Saharan Africa.

Military Assistance

Mr. Chairman, the Military Assistance portion of the President’s budget request
includes IMET, FMF and PKO, as follows:

International Military Education and Training (IMET)

The Administration is requesting $65 million for IMET in fiscal year 2002.

IMET encourages mutually beneficial relations and increased understanding be-
tween the United States and foreign militaries to help create a more stable and se-
cure world community. Through more frequent and wide-ranging contacts, IMET
promotes a shared set of values and a common approach to conflict resolution.

The increase over the fiscal year 2001 level will allow additional personnel to en-
roll in courses offered on professional military education; military operations, with
such subjects as tactics, strategy, and logistics; and technical training, such as air-
craft maintenance. Approximately 2,000 courses are available for over 9,000 stu-
dents at 150 military schools and installations.

In addition, special courses—known as Expanded IMET (E-IMET)—are designed
to promote greater respect for and understanding of the principle of civilian control
of the military, democratic values, and military justice systems that protect inter-
nationally recognized human rights.

Foreign Military Financing (FMF)
1T({le Administration is requesting $3.674 billion for FMF in fiscal year 2002, in-
cluding:

—$3.4 billion for Israel, Egypt, and Jordan military assistance programs.

—$39 million to support NATO’s newest members—Poland, Hungary, and the
Czech Republic—and $97.5 million to strengthen cooperation with Partnership
for Peace (PfP) partners in Central Europe, the Baltics, and the New Inde-
pendent States. Requested funds will help support new and ongoing programs
to help meet Membership Action Plan goals and objectives and enhance inter-
operability with NATO.

—$22 million for the East Asia and Pacific region. The majority of these funds
will support a multi-year FMF program for the armed forces of the Philippines
to sustain crucial military capabilities while promoting clear and positive action
to correct significant budgetary and logistical deficiencies. Other funds for this
region include continued funding to provide Mongolia robust communications
equipment to help respond to security threats along its border and $1 million
to help support a new East Timor Defense Force.

—$18 million for countries in the Western Hemisphere to help support the capa-
bilities of militaries engaged in drug interdiction, search and rescue, and anti-
smuggling operations, and help sustain small professional forces essential to re-
gional peace and security. Funds will also aid in increasing the capabilities of
key countries that participate in worldwide peacekeeping operations such as
Chile, Argentina, Bolivia, and Uruguay, and provide assistance to help Andean
and Central American countries counter the “spill-over” security problems
caused by the effective implementation of Plan Colombia.

—$19 million for the Africa region. These funds will aid in the reform and mod-
ernization efforts of the Nigerian military, enhancing its role in Nigeria’s transi-
tion to democracy and supporting participation in U.N. peacekeeping operations.
Funds will also support South African airlift capabilities and military reform ef-
forts. The Africa Regional Stability account consolidates regional African re-
quirements that will permit greater flexibility to respond to developing situa-
tions in countries such as Ethiopia and Eritrea and selectively support mili-
taries that are willing to support humanitarian and peacekeeping operations.

—$8 million for the Enhanced International Peacekeeping Initiative to provide as-
sistance to key countries to improve their peacekeeping capabilities with an em-
phasis on peacekeeping doctrine and education, training, and communications
systems. This program will create a bigger pool of potential peacekeepers, there-
by reducing dependence on U.S. forces.

—3$10 million designated for Policy Initiatives of the new Administration.

—$35 million for Department of Defense (DOD) costs for the successful adminis-
tration of global grant military assistance programs. The $2.2 million increase
above the fiscal year 2001 level is needed to cover costs in support of security
assistance offices overseas.

Peacekeeping Operations (PKO)
The Administration is requesting $150 million for PKO in fiscal year 2002.
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PKO funds are designed to advance international support for voluntary multi-
national efforts in conflict resolution, including support for international missions
in response to crises around the world. These funds promote involvement of regional
organizations and help leverage support for multinational efforts where no formal
cost-sharing mechanisms exist. The budget includes:

—$20 million for the African Crisis Response Initiative, which represents final

funding for this multi-year program.

—$54.6 million for Organization for Security and Cooperation in Europe (OSCE)
peacekeeping activities in the Balkans and OSCE preventive diplomacy mis-
sions elsewhere in Europe and the NIS.

—$16.4 million to continue the Administration’s commitment to the Multinational
Force and Observers (MFO) in the Sinai.

—$8 million to continue support for U.S. Civilian Police (CIVPOL) assigned to the
U.N. Transitional Administration in East Timor (UNTAET) mission.

—$51 million for Africa Regional Peacekeeping Operations, an account that con-
solidates numerous peacekeeping needs on the African continent. These include
assisting the Economic Community of West African States (ECOWAS) and other
African countries that are committed to providing peacekeeping troops in sup-
port of the United Nations Mission in Sierra Leone (UNAMSIL) and supporting
the Joint Military Commission’s (JMC) efforts in maintaining the peace in the
Democratic Republic of the Congo and the Organization of African Unity’s
(OAU) efforts in support of military observers in Ethiopia and Eritrea.

Multilateral Development Banks (MDBs) and International Organizations and Pro-
grams (IO&P)

Mr. Chairman, the President is seeking the following funding for the multilateral

development banks (MDBs):

—The fiscal year 2002 request provides $1.210 billion for scheduled annual U.S.
commitments to MDBs. The banks lend to and invest in developing economies
and private sector enterprises in countries where risks are too high for private
financing alone and where leverage is needed to spur private financing.

—Bank policies and lending programs reflect U.S. priorities in promoting growth
and poverty reduction in developing countries. These include financial sector re-
forms, anti-corruption measures, core labor standards practices, private sector
development, and environmental management.

—The Global Environment Facility provides grants and arranges financing for
projects that address environmental management problems with global implica-
tions in developing countries.

—MDBs support U.S. foreign policy initiatives in Eastern Europe and the former
Soviet Union, Latin America, Asia, Africa, and the Middle East.

—At the end of fiscal year 1997, U.S. arrears to the MDBs totaled $862 million.
But by the end of fiscal year 1999, arrears were reduced to $335.3 million. Fis-
cal year 2000 and fiscal year 2001 appropriations resulted in overall arrears in-
creasing to their current level of $498.6 million. Since the Administration is not
requesting any funding for arrears in fiscal year 2002, it is important that the
regular commitment request be fully funded in order to avoid any further in-
creases in arrears.

And the following funding for IO&P:

—The fiscal year 2002 request of $186 million provides U.S. voluntary contribu-
tions to international organizations and programs to help address global chal-
lenges through international cooperation.

—The total includes funding for the U.N. Development Program that coordinates
U.N. development assistance to build countries’ indigenous capacities to achieve
sustainable development ($87.1 million); the U.N. Population Fund that pro-
vides critical population assistance to developing countries and countries with
economies in transition ($25 million); and the World Trade Organization ($1
million), supporting technical assistance and capacity building related to the
world trading system.

—The request also includes $25 million for a contribution to the Montreal Protocol
Multilateral Fund that helps developing countries use substitutes for ozone
layer-depleting substances; 310.75 for the U.N. Environment Program (UNEP
Fund/UNEP-related); and other contributions to international conservation pro-
grams addressing issues such as international forest loss and biological diver-
sity.

—Funds will be also be used to promote democracy and provide humanitarian as-
sistance worldwide. Specifically, they will provide U.S. contributions to U.N.
voluntary funds for torture victims and human rights; to the Organization of
American States (OAS), supporting development assistance and efforts to



67

strengthen democracy in the hemisphere; and to the World Food Program ($5.4
million).
And now, Mr. Chairman, let me turn to export financing:

Export-Import Bank

The Administration is requesting $633 million for Export-Import Bank’s loan and
guarantee programs and $65 million for the bank’s operations in fiscal year 2002.

These funds will assist American businesses in sustaining U.S. jobs by increasing
exports, thus stimulating economic growth and job creation in the United States.

The fiscal year 2002 request proposes a 25 percent decrease in the bank’s program
resources, in part to reflect lower estimates of international lending risk. Within
this level, Export-Import Bank will continue to serve exporters facing subsidized
competition, as well as small and medium-sized enterprises.

The increase for administrative expenses will, among other things, enable the
bank to modernize its computer infrastructure to provide better service to the ex-
porting community.

Overseas Private Investment Corporation (OPIC)

In fiscal year 2002, OPIC-generated revenue from its private sector users and
other sources will allow OPIC to make a contribution of approximately $251 million
in net negative budget authority to the International Affairs budget.

The Administration is requesting the authority for OPIC to spend $38.6 million
for administrative expenses. In keeping with OPIC’s mandate to operate on a self-
sustaining basis, this funding will come from OPIC user fees and earned income.

The Administration is not requesting credit funding for OPIC in fiscal year 2002.
OPIC anticipates that sufficient unobligated amounts from the corporation’s fiscal
year 2001 appropriation of two-year funds will remain available to support new di-
rect loans and loan guarantees in fiscal year 2002.

In fiscal year 2002, OPIC will continue to support the Administration’s priorities
for investment in such areas as Southeast Europe, Sub-Saharan Africa, Central
America, the Caribbean, the Middle East, and the Caspian region. OPIC will con-
tinue also to emphasize activities and products that increase participation in its pro-
grams by American small businesses.

Since 1971, OPIC has supported $138 billion worth of investments, generating
O\i)er $63 billion in U.S. exports and creating or supporting nearly 250,000 American
jobs.

Trade and Development Agency (TDA)

TDA assists in the creation of jobs for Americans by helping U.S. companies pur-
sue overseas business opportunities. Through the funding of feasibility studies, ori-
entation visits, specialized training grants, business workshops, and various forms
of technical assistance, TDA helps American businesses compete for infrastructure
and industrial projects in emerging markets.

The fiscal year 2002 budget request of $50 million will enable TDA to continue
to strengthen its core regional programs and help U.S. firms compete against heav-
ily subsidized foreign competition. In particular, TDA has witnessed impressive
growth in demand for its Asian, Eastern European, and African programs. While
meeting this increased demand, TDA’s fiscal year 2002 program priorities include
expanding its High Tech Initiative in the areas of financial services technologies and
emergency management.

Every dollar TDA invests is associated with $40 in U.S. exports, estimated to total
close to $17 billion since the agency was established in 1980.

And finally, Mr. Chairman, the fiscal year 2002 budget request provides $275 mil-
lion to permit the Peace Corps to continue its role as the leading international serv-
ice organization engaged in grass-roots development. The increase of $10.6 million
will enable the Peace Corps to continue support of its approximately 7,000 volun-
teers. This money will permit enhanced security measures for overseas staff and vol-
unteers and will allow completion of information technology initiatives in support
of volunteers.

There are of course more details to the President’s fiscal year 2002 budget request
for international affairs. I invite the members’ attention to an excellent Department
of State pamphlet entitled “Summary and Highlights: International Affairs Function
150—Fiscal Year 2002.”

Senator MCCONNELL. Thank you, Mr. Secretary. The only excep-
tion the subcommittee makes to the opening statement rule is
when the chairman of the full committee shows up. I do not know
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if Senator Stevens would have any observations. I would call on
him before we go to the questions, which will be 5-minute rounds.

OPENING STATEMENT OF SENATOR TED STEVENS

Senator STEVENS. Thank you very much, Mr. Chairman. I do ap-
preciate the courtesy, because we do have three separate meetings
this morning that I want to attend.

Mr. Secretary, I am pleased to see you. I cannot tell you how
proud we are you have agreed to be where you are. We look for-
ward to working with you, and we hear you about the process of
support, and I am sure that we all, knowing you as well as we do,
we will rely upon your judgment and upon your guidance, and we
look forward to working with you, and I have no questions this
morning. It is good to be with you, Mr. Secretary.

Senator MCCONNELL. Thank you, Chairman Stevens.

Mr. Secretary, in recent years in hearings with the Secretary of
State I have not asked questions about the Middle East, because
it seemed it was getting adequate attention and things seemed to
be moving in the right direction. As we all know, toward the end
of last year it was a very exasperating experience in which the pre-
vious Israeli administration offered everything there was to offer to
the PLO, only to find that offer rebuffed, followd by a resumption
of the violence that we saw a number of years back that continues
up to this morning.

We have accommodated the wishes of administrations of both
parties with regard to financial assistance to that region for a long
time, going back at least to the Camp David Accords. We have
treated assistance to Israel and Egypt almost as an entitlement,
with few questions asked, because we had a longstanding relation-
ship with both those countries, particularly Israel.

We, after the Oslo Accords, began an aid arrangement with the
PLO and this year, as we approach these funding decisions, it
seems to me appropriate to ask you, as a spokesman for a new ad-
ministration: should we view our assistance package to the West
Bank and Gaza as an entitlement? If you look at the PLO and as
you look at our good friend Egypt, and their behavior over the last
few years, it is hard for me to see how either has tried to move the
process in the right direction.

So as we make these rather significant funding decision in terms
of the size of our package, and as we make these significant fund-
ing decisions this year, I am curious if you have an opinion as to
whether or not we should continue to write the checks with little
or no inquiry.

Secretary POWELL. Mr. Chairman, I believe that these are not
entitlements. They were, nevertheless, commitments that have
been made by the U.S. Government many years ago which come up
for review every year. The commitments that were made and the
yearly review combine to suggest that it remains in our national
interest to fund these activities in these accounts for these coun-
tries.

It is in our national interest to see that Israel, the democratic na-
tion in the region, remains strong economically and militarily. It
has long been U.S. policy, long-term U.S. policy, which I think still
makes sense, to ensure that Egypt is provided with assistance,
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both economic assistance and military assistance to keep the bal-
ance in step, and also to be consistent with and faithful to the com-
mitments which were made long ago at Camp David.

I also believe that we have a very delicate situation right now,
where negotiations took place at the tail end of the last administra-
tion that for a moment were breathtaking in their implications, if
those negotiations could have gone to conclusion, but they did not,
and they fell apart. The Intifada never did end while those negotia-
tions were going on. The violence was continuing.

With the end of those negotiations a new election took place in
Israel, and Prime Minister Sharon has come in, and the terms of
the negotiations are no longer where they might have been in Jan-
uary of this year. The violence has gotten worse. The United States
has offered its assistance in trying to get security discussions going
between the two sides to get the violence moving in the other direc-
tion.

We have also been rather forthcoming in saying that once the vi-
olence starts moving in the other direction, we have got to see eco-
nomic activity start up again, principally by allowing Palestinian
workers to get to their jobs and releasing tax revenues that belong
to the Palestinians that is being held by the Israeli Government.
We firmly believe that there also has to be a negotiation at some
point to start moving again in the right direction.

This conflict cannot be solved by just violence, military activity
on either side. It has to ultimately be solved at the negotiating
table. What we have to do to get the violence down so that con-
fidence can be built up between the two sides again, economic ac-
tivity start, so that you do not have people who are not working
who take their frustrations out into the streets, and at the same
time get to a process of negotiation.

Some new tools are now on the table with the Mitchell report
and the very fine work that is being done by the Egyptians and the
Jordanians on a paper that they have tabled. I think at this point
we need to pursue the opportunities that are provided by the
Mitchell report and the Egyptian-Jordanian initiative. I would not
support cutting or reducing the funds at this time that we normally
provide to these nations.

Senator MCCONNELL. So it is your view the Egyptians today are
making at this point a constructive contribution to the process?

Secretary POWELL. They play an important role in the region. We
speak out when they say things that we find are not appropriate,
or when the newspapers say things that are quite inappropriate. I
could show you an editorial they wrote about me not too long ago
that was, I thought, quite inappropriate. We called it to the atten-
tion of the Egyptian Government and got something of an apology,
and so they are sensitive to our concerns.

Senator MCCONNELL. My time is up, but, as you know, Egyptian
news agencies funded by the Government are spewing anti-Semitic
rhetoric at an all-time high, and it seems to me it is hard to con-
clude that that is very constructive. Maybe there are other things,
as you indicated, that they are doing that is constructive.

My time is up on this round. Senator Leahy.

Senator LEAHY. Thank you, Mr. Chairman.
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Mr. Secretary, you had mentioned the request for foreign oper-
ations, about 2 percent above the fiscal year 2001 level, but that
assumes that a $230 million cut in the Eximbank goes through,
and I doubt, and I suspect you doubt that a majority in Congress
will support such a large cut, and so if we put that money back in
we end up with a net cut.

Senator McConnell and I have tried very hard to protect this
budget. It is not the most popular budget on the Hill, and I would
suggest that you look very hard at building support both at OMB
and Congress for real funding, adequate funding in this area.

One of the bits of advice that I have given many of your prede-
cessors, most of whom quickly forgot it, is to spend more time with
the Appropriations Committee. It is the Appropriations Committee,
because for years and years and years we have not had an author-
ization bill on foreign aid, and I really would encourage you not to
forget us, because we are facing in real terms a cut in foreign aid
in this budget and there is more that could be done.

I think of Plan Colombia, these programs that cost billions of dol-
lars. I find it hard to see how they are going to succeed with the
amount of drugs coming into the United States going up, not down.
The price in the United States has actually gone down. We are not
d}(;ing much to reduce the demand here, but we spend billions down
there.

We do not have an adequate amount of money for drug treat-
ment. People are told yes, you do need treatment, we are going to
put you on our priority list for 6 months from now.

Maybe we are spending money in the wrong place. We have
worked with people who have been involved in massive criminal ac-
tivity in Peru. It is certainly not a mark of success to stop drugs
bydshooting a missionary and her baby, whether by mistake or stu-
pidity.

Frankly, I would hope you look closely at all of that. Aerial fumi-
gation is supposed to be very safe, but the manufacturer says we
recommend that grazing animals such as horses, goats, cattle, and
sheep remain out of the treated area for 2 weeks and it should not
be applied to bodies of water, people should stay out of a treated
area until it is thoroughly dry.

We are spending an awful lot of money with wonderful inten-
tions, sometimes dealing with people that we can admire for their
policies, like President Pastrana of Colombia, but the results are
still, I believe, negligible.

Let me ask you about Africa, a continent in crisis, and in many
countries in Africa, AIDS threatened to wipe out all of the eco-
nomic gains of the last quarter-century.

There are half-a-dozen wars raging. There are millions of refu-
gees and displaced persons, a third of the people are chronically
undernourished, and that is twice as many as 30 years ago, 2 mil-
lion people—2 million people—have died in the Congo, mostly from
disease and starvation. No one hardly knows it. That is four times
the population of my State.

Some have called for a Marshall Plan, or a Powell Plan for Afri-
ca, so my question is this. If you had the funds, say another billion
dollars to support a Powell Plan, to support debt relief and expand
trade and combat poverty in Africa, how would you spend it?
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Secretary POWELL. Off the top of my head, I would put an addi-
tional chunk of it into HIV/AIDS work, with the focus not just on
treatment, but on prevention. Ultimately, this crisis we solve
through prevention, although treatment is important.

I think debt relief for those countries deserving of debt relief,
that have now put in place functioning democratic systems and eco-
nomic systems that show some promise of future success.

I would invest part of the money into education, and trying to
get access to the Internet for young people of Africa to begin ex-
panding their horizons and seeing what is out there, and being able
to give them distance learning. You may have seen a wonderful ar-
ticle in the Washington Post a few days ago about what that is
doing to a village in Cambodia, and what you can do through that
transformation type of activity.

I would make sure that the money was invested in those coun-
tries that have stepped away from old patterns of totalitarian be-
havior and State-controlled economies, so we are not just putting
money down a rat hole.

I would invest in those countries that truly have forsaken the
past patterns of bad behavior, but HIV/AIDS, debt relief, education,
Internet access, and other infectious diseases, malaria and tuber-
culosis, which increasingly are linked with AIDS, are the sorts of
accounts I would put it into.

Senator LEAHY. I will have other questions for the record.

Senator MCCONNELL. We are going to have plenty of rounds.

Senator Specter.

Senator SPECTER. Mr. Secretary, I know that the administration
is doing a great deal in the Mideast. In conversations with you and
others upon my return from the Mideast last month, I wrote to the
President, you, and National Security Advisor Rice urging that a
Special Envoy be designated.

I can understand the considerations in trying to keep the matters
within the chain of command, but I believe that a Special Envoy
would be very helpful, in keeping in the tradition since Henry Kis-
singer did the job for President Nixon many years ago, and that it
would give reassurance to many people who do not know all that
is going on.

I had a chance to talk with the President yesterday. He was in
Philadelphia, and we had a plane ride to discuss it. I would urge
you to appoint a Special Envoy to give that kind of public con-
fidence and also to undertake the kind of intense attention that no
matter how attentive you are, and I know you are very attentive,
that would be a positive step forward.

Secretary POWELL. Thank you, Senator Specter. I take the point.
We have not ruled out having somebody pay attention to it on a
full-time basis, but we do not think we are at a point yet where
there is enough in the equation to justify that kind of attention.

We have people in the region, an Ambassador and a Consul Gen-
eral who are deeply engaged and are now going back and forth be-
tween the two sides. If we can get the violence moving down, and
if we can get the negotiations moving forward again, it may require
that level of attention, and somebody, an Ambassador-at-Large or
special Envoy. So we have not ruled it out, but we have not yet
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reached a point where we think it is timely for that kind of atten-
tion.

Senator SPECTER. Mr. Secretary, I thank you and the President
for carrying on a very strong policy of our special relationship with
Israel. I think it is very important for the U.S. national interest,
and for the strong ties we have to the only democracy in the region.

The fighting there is extraordinarily difficult. The metaphor I
used, I could not even find a tunnel, let alone a light at the end
of the tunnel. I happened to be visiting with Chairman Arafat near
midnight on April 16 when Israel was retaliating for mortar shells
which had been fired from Gaza into Israel, and he made a state-
ment about Israel’s response being excessive and disproportionate.
I know that the United States is frequently criticized for not being
evenhanded.

There are many factors at work, but the question that I have is
that when mortar shells are being fired, and Arafat denies com-
plicity, as he did to me, eyeball-to-eyeball, and I checked with our
intelligence sources and it was conclusive that Arafat was behind
the mortar attacks, and while Israel did respond very, very force-
fully, Israel could have responded even much more forcefully,

They are facing a situation where everybody is at wit’s end. I be-
lieve that the calculation is that if they hit them hard enough,
within reason, that the Palestinians perhaps will stop the ter-
rorism, although that is very complicated, with Hamas an Islam
Jihad and the others.

But I would be interested in your response. In the region that
comment was taken very badly by the Israelis, and taken with
great jubilation by the Palestinians, because I saw their reaction.
So it would be my request that, while the Palestinians are inciting
the violence, that we be even more circumspect in what we say.

Secretary POWELL. I cannot talk to the specific incident, and Mr.
Arafat’s knowledge or wittingness, Senator Specter. We try to be
evenhanded.

The occasion you may be thinking of is when I made a public
statement after Israel went into the Gaza Strip and one of the gen-
erals indicated they plan to stay there. That is when I was most
outspoken. But it turned out they were already on their way out
at the time I was issuing the statement, so by Israeli accounts the
statement had nothing to do with their coming out. They were
planning to come out anyway. But the statement got a lot of atten-
tion.

I understand the inherent right of self-defense. I lived under
those terms of engagement for many, many years, so there is an
inherent right of self-defense. But in exercising that inherent right
of self-defense, if you do not want to make the situation even
worse, I think that the response has to be very carefully calibrated
and proportionate. We have to make judgment calls from time to
time as to whether we believe a particular response was propor-
tionate and well-calibrated and therefore not creating an even more
difficult situation, because right now we have a cycle where mor-
tars are fired, and there is a very sharp response. I understand the
need for a sharp response. But if you see in days after that mortars
continue to be fired, and your sharp responses do not produce the
desired result, it suggests to me that it is time for both sides to
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find ways to go back down the cycle of violence. And that is what
we are desperately trying to find a way to do now. Only when we
get moving in the other direction and stop this exchange, whether
it is proportionate or disproportionate, will we be able to bring
some stability to the region and get confidence-building measures
created again, and then start a negotiation which will end the need
for any kind of violence on anyone’s part, proportionate or other-
wise, right or wrong. Right or wrong, kids are dying.

Senator SPECTER. Thank you for that response. I would just say
that it looks very different on the spot there. I just happened to be
there at the time. It looks very different as Israel is responding to
those mortar shells, contrasted with the picture that we get here
in Washington.

Thank you.

Senator MCCONNELL. Thank you, Senator Specter.

Senator Mikulski.

OPENING STATEMENT OF SENATOR BARBARA A. MIKULSKI

Senator MIKULSKI. Good morning, Mr. Secretary. Mr. Secretary,
I know in your testimony, and even in my colleagues’ questions,
many compelling issues will be raised, ranging from conflict con-
tainment to conflict resolution dealing with the drug agencies, sup-
porting our agency, and particularly the State of Israel, and I
would hope we could advance on the Jordan free trade agreement,
but Mr. Secretary, I would like to focus my questions on the impact
that this foreign aid budget has on women and children around the
world. I know an area in which you have expressed a longstanding
commitment and sensitivity, and even in your chairmanship of the
Joint Chiefs, it is really to defend the weak and the helpless.

I am concerned about, first of all, the spartan funding for refu-
gees, or the spartan increase. As you know, 95 percent of the refu-
gees in the world are women and children. We have those that
have been externally displaced to other countries, the internally
displaced, like we see in the Congo, and I wonder what your reac-
tion is to that, and do you think that we really do have the re-
sources to meet really the sad and melancholy consequences of war,
either external or internal, in which the victims are women and
children?

Secretary POWELL. It is one of the great tragedies of our time,
Senator Mikulski, as you noted, that the victims of most wars are
not the soldiers that fight those wars but those who are displaced,
and those who are displaced very often tend to be women and chil-
dren. They become internally displaced within their own country.

I would like to do more. I think we are doing a lot. I think our
request for fiscal year 2002 shows our commitment to doing as
much as we can, and I made a more personal and direct commit-
ment to the Refugees International board of directors the other
day, and with respect to trafficking in persons

Senator MIKULSKI. Yes, which is another issue, sir, that I raised
in our State Department.

Secretary POWELL. Right, and as you know, we are in the process
of—we have gotten the direction in the law we supported—the pre-
vious administration supported last year, and we will faithfully
execute that law. We are looking at the placement of an office for
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that purpose now under new Under Secretary of State Paula
Dobrianski, and she has been instructed by me to make sure it gets
the highest priority.

Senator MIKULSKI. Well, as you know, the issue of the trafficking
of women has been bipartisan, Senator Kay Bailey Hutchison, as
well as the men here, Senator Brownback. We look forward to
meeting with her in advocating this issue.

The other issue is a public health crisis that is facing the world.
As I mentioned, Laurie Garrett has written a compelling book on
this, and even in the transnational threats identified by George
Tenet at CIA, they talked about the growing impact of malaria, tu-
berculosis, and AIDS, the pandemic nature of it.

This then goes to the question of money and how we are going
to address the issue. Jeffrey Sacks and his Harvard group says
that we need between $8 to $12 billion alone to deal with AIDS,
malaria, and TB in Africa. Could you comment on that, particularly
in the area of not only let us all find a cure for AIDS, I think the
whole world wants that, but in the area of prevention, and an inte-
grated approach on this issue. We need money, we need a strategy.
Who is in charge, and do you think we have enough, or how can
we get to enough?

Secretary POWELL. I have seen Dr. Sacks’ work, and that num-
ber, and Kofi Annan uses a number in that range, $7 billion a year.
It is a huge bill, and a lot more can be done. The United States
is at the moment contributing multiple times more than any other
nation or group of nations on the face of the earth, and I think we
should try to do more.

It was for that reason that the President supported, last Friday,
the global trust fund, which would draw not just from Federal
funds but try to get private funds, corporate funds, lower drug
prices, educational activities, youngsters doing walks for the cure
and things of that nature, to make it a worldwide response to a
worldwide crisis.

I believe that the money we have requested in this budget, when
you add up all the various accounts, as the President noted the
other day, it comes to over $700 million, over $500 million under
my general supervision as Secretary of State, representing a 100-
percent increase over the last 3 years and a 10-percent increase
from last year’s accounts, so I think we are doing a lot.

Should we be doing a lot more? Yes. Where should we be doing
it? In my judgment, you have to deal with the prevention, treat-
ment, and cure. Money is going to treatment. We need to put more
money in. The real solution to this crisis ultimately has to be pre-
vention, and those nations in Africa that are starting to do better
on this and get their rates down have been focusing on prevention,
to keep people from being infected in the first place.

Senator MIKULSKI. Well, Mr. Secretary, I believe you and I are
on the same broadband, to use a new vocabulary. Who in the ad-
ministration or in your shop is really overseeing this issue?

Secretary POWELL. I oversee it as the Secretary, Deputy Sec-
retary Armitage is following it, it is in the Africa Bureau is terribly
interested in it, of course. The Global Bureau is interested in it.
Secretary Thompson and I represent the President as a joint task
force at Cabinet-level, and we are getting policy directions from Mr.
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%COtt Everts, the new policy director for this account in the White
ouse.

Senator MIKULSKI. Mr. Secretary, I note my time is up. This
issue, of course, has consequences both abroad as well as here. Sen-
ator Leahy has had a longstanding interest in infectious disease.
Senator Frist intends to hold hearings on this, and I believe that
there needs to be a one-stop shop at the State Department, and
perhaps an interagency task force established on this public health
crisis, then focusing on prevention, treatment that is appropriate to
these countries, and I would like you really to consider that, and
perhaps we could have further conversations about it.

Secretary POWELL. I look forward to it, because underneath Sec-
retary Thompson and I we do have working groups, and we are
forming an executive secretariat. In fact, Secretary Thompson and
I coi:{haired our first interagency Cabinet-level meeting on this last
week.

PREPARED STATEMENT

Senator MIKULSKI. Well, we look forward to more. Thank you
very much.
[The statement follows:]

PREPARED STATEMENT OF SENATOR BARBARA A. MIKULSKI

Mr. Secretary, let me join in welcoming you to the Foreign Ops Subcommittee.
I've had the pleasure of hearing from you every week—two weeks ago on the State
Department budget at CJS and last week at the CJS hearings on terrorism. I look
forward to working with you closely.

I am proud to carry on a tradition of bipartisanship in foreign affairs and coopera-
tion between the Administration and Congress. I hope President Bush and you will
work to achieve consensus in foreign policy so our foreign policy reflects the values
and interests of the American people as a whole.

Today, I want to focus on issues of global public health. You and I are far more
likely to die from infectious disease than from a missile attack or a space-based
weapon.

Let me start with some chilling facts a brilliant author named Laurie Garett pre-
sented to the Democratic Caucus at our recent retreat that I find deeply troubling.
If you've never talked with Laurie Garett, I suggest you or your senior staff do so.

Malaria killed more than a million and a half people in 2000. This is more ma-
laria deaths in one year than ever before in history, and we’re seeing malaria return
to the United States. Tuberculosis also set a one-year record in 2000, killing more
than 2 million people worldwide, with more than 8.5 million active cases. What’s
even scarier is that multi-drug resistant TB is spreading rapidly, now accounting
for nearly half the TB cases in India and nearly six percent of U.S. cases. We're
letting tuberculosis turn into an infectious disease that we cannot control through
over-use and mis-use of anti-biotics. I won’t go into the statistics on HIV/AIDS, ex-
cept to say that within a few years it will have killed more people than the Black
Death. And the worst is yet to come because the experts don’t expect to find a cure
or a vaccine any time soon.

The World Health Organization estimates that 600,000 women die every year
from complications related to pregnancy or childbirth—more than one woman every
minute of every day. The vulnerability of most of the world’s population to disease
is a direct result of poverty, the lack of clean water and proper sanitation and poor
nutrition. The kind of outbreaks that we see in scary movies—like ebola—happen
because people are vulnerable to disease. Underfunded public health resources can
actually spread disease through re-use of needles or lack of protective equipment or
sterilization.

Do you find these facts scary, Mr. Secretary? I sure do. But here’s the kicker: This
isn’t just a problem in Africa or Russia. This isn’t a foreign problem. Over the last
20 years, from 1980 to 2000, the number of Americans who died of infectious dis-
eases doubled to more than 170,000 a year.

Globalization means a health problem anywhere is a health problem here in
America. As soon as an infected person or animal or even food gets on an airplane
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or a ship, s/he or it becomes a vector bringing disease to our shores. We must pro-
tect our people, Mr. Secretary. We cannot throw up our hands and say this problem
is too big to deal with because it will only get bigger and more expensive to deal
with. We cannot just point to incremental increases in our spending to make it
sound like a lot of money when it’s clearly inadequate to the task.

I believe there are solutions, Mr. Secretary, and I look forward to working with
you and with Chairman McConnell and Senator Leahy, who has been such a strong
advocate on public health, to change the way we approach this issue.

First, we need a global public health approach—mnot just disease treatment pro-
grams, but programs to help provide: clean water; better nutrition, including pro-
viding micro-nutrient supplements; better sanitation; and single-use needles for
every vaccination and drug that is administered.

Second, we need to strengthen our voluntary family planning programs—not
weaken them with the so-called Mexico City policy to appease a small constituency.
I was outraged when I heard the Bush Administration reinstated the global gag
rule, gutting our commitment to international family planning programs and duck-
ing from our responsibility to the world’s poorest women. Women should have the
ability to decide whether and when to have children. International family planning
programs mean healthier babies, stronger families, and fewer abortions.

Third, we need to strengthen prevention programs which are far more cost-effec-
tive than treatment and ultimately far more humane.

Fourth, we need sensible, integrated treatment programs like the DOTS program
(Directly Observed Treatment, Short-course) for TB to ensure we’re strengthening
the patients, not the diseases.

Finally, Mr. Secretary, we need to put money into this effort now. Jeffrey Sachs
and his group at Harvard suggested we need $8 to $12 billion a year for treatment
and prevention of AIDS, malaria and TB in Africa alone. The more realistic esti-
mates for dealing with the big three—TB, malaria, and HIV—are probably the high-
er estimates of $20 billion per year.

A few weeks ago, United Nations Secretary-General Kofi Annan called for the es-
tablishment of an international fund to address HIV/AIDS, malaria and tuber-
culosis. I applaud President Bush for making the United States the first country to
pledge a contribution to this effort. With U.N. Secretary-General Annan and Nige-
rian President Obsanjo at his side, he announced a “founding contribution” of $200
million to this global fund “with more to follow as we learn where our support can
be most effective.”

However, the announced contribution pales in comparison with real needs. U.N.
Secretary General Annan called for a $7 to $10 billion fund. As OxFam reportedly
put it, President Bush left off a zero. As details come out, it seems the funds will
come in part from monies already intended for public health at home and abroad—
so some of it isn’t really additional money at all.

Mr. Secretary, Mr. Chairman, Senator Leahy—I ask you to join me today to com-
mit ourselves to addressing global public health needs on a scale not contemplated
by the President’s budget, beyond the framework of the Budget Resolution’s limited
funding for International Affairs, before it is too late. We must do this because it
is the right thing to do—to help the people of Africa, the people of Russia, the people
of India and so many others—and to protect the American people.

Senator MCCONNELL. Senator Campbell.
OPENING STATEMENT OF SENATOR BEN NIGHTHORSE CAMPBELL

Senator CAMPBELL. Thank you, Mr. Chairman. Secretary Powell,
we wish you well. I think it was advisable for the President to
name you Secretary of State. I have many questions, probably
many more than I can get through in one round, but I was particu-
larly interested in a number of your comments dealing with human
rights. We, all of us in the Senate, wear more than one hat, just
as you do, and have more than one duty, and one of my duties is
the chairman of the OSCE.

If T mention OSCE anywhere in Europe when we travel over
there, most people know what it is and what it does, but I would
guess that most Americans never heard of it, and if I asked this
audience what it meant, probably half of them would not have a
clue about what the OSCE does, but I happen to think it is a very,
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very important group, as do the other 16 commissioners that are
made up of House and Senate Members as well as I, that serve as
the commissioners.

Much attention has been focused, as you mentioned, to the ouster
of the United States from the Human Rights Commission, U.N.
Human Rights Commission. It seems to me that even makes the
OSCE all the more important. Let me ask you, how much impor-
tance does the Department attach to periodic review and imple-
mentation of the OSCE commitments and mission?

Secretary POWELL. It is an important organization. There are a
lot of similar organizations within the international community
that we work with, and we do attach importance to it. How often
we review it and on what basis, I would like to provide that for the
record.

Senator CAMPBELL. If you could, I would appreciate that.

[The information follows:]

The Department places great importance on reviewing implementation of OSCE
commitments. At the weekly Permanent Council meetings as well as the annual
Human Dimension Implementation Meetings, the Department raises its concerns
about how other OSCE participating States are meeting their OSCE commitments
on religious freedom, media freedom, prevention of torture, freedom of movement,
rule of law, trafficking in human beings and other human dimension areas.

This process of having OSCE member states remind each other of their commit-
ments, complemented by recommendations for improvements, is essential to build-
ing a more democratic, prosperous and secure future for the OSCE region. It is a
form of conflict prevention in practice.

The Department works very closely with the U.S. Commission on Security and
Cooperation in Europe on OSCE issues, including the Implementation Meetings. As
a measure of the importance the United States places on the role of the Implemen-

tation Meetings in advancing the Helsinki process, the Department sent to the last
Implementation Meeting in Warsaw a U.S. delegation that included 40 members.

Senator CAMPBELL. I have several questions. I am sure some of
these are tough, and I will submit some of them in writing. In
1998, the international crime control strategy outlined eight goals
and 30 implementing objectives. I mention this because you talked
about narcotics, and Senator Mikulski also mentioned the traf-
ficking of women and children that seems to be all on the rise in
international crime.

The goals, there was a number of specific initiatives under that
1998 strategy, but it is my understanding that there have been two
threat assessments that were subsequently conducted in 1999 and
2000, but there has been no action to establish any performance
measurement system. Do you know of any new steps the State De-
partment will take to improve the response to international crime?

Secretary POWELL. International crime is a major challenge, es-
pecially in the area of globalization, where money and people can
flow around the world so easily. That includes criminals and dirty
money.

On these two specific assessments you made, and the goals to
achieve the purposes that flow from that, I would like to give that
to you for the record as well, Mr. Campbell.

Senator CAMPBELL. That will be fine. That is 1999 and 2000,
those two assessments.

[The information follows:]

The Bureau of International Narcotics and Law Enforcement Affairs (INL) is
working with other bureaus in the Department and with U.S. law enforcement and
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other U.S. Government agencies to develop a longer-term, more coordinated ap-
proach toward providing international crime control assistance. Annual completion
by each embassy’s country team of the Mission Performance Plan (MPP) that identi-
fies the United States’ highest priority strategic goals in the host country, is the
first step. An MPP, however, is not always as comprehensive as we would like. INL
has therefore recently asked all posts that have significant and sustained narcotics
and crime control programs to prepare law enforcement assistance coordination
plans that look out over the next 3 years. The objective is to encourage posts to take
a more comprehensive and balanced view about what needs to be done to develop
more reliable international drug and crime control partners.

INL has led a small State/Justice/Treasury interagency team to look preliminarily
into how some posts are structured to undertake this mid-term planning and coordi-
nation. Once the reports are in, INL will organize a broader group to provide feed-
back to posts and work with local experts and embassy officials when posts want
help in developing comprehensive, coordinated judicial assistance plans.

To address shorter term needs, we have instituted a new “project-based approach”
to make better decisions about how to allocate our training and program funds
among competing U.S. Government agencies and assistance requests from posts.
Posts initiate the process by describing and requesting comprehensive law enforce-
ment assistance “projects,” not just a list of disjointed training courses that often
characterized past assistance requests. Typically a project—such as enhanced border
control—will include a sequence of training courses that may be team-taught by var-
ious U.S. law enforcement agencies, as well as technical and material assistance.
An Assistant Secretary-directed State/Justice/Treasury working group that then re-
views, ranks, and eventually approves these requests ensures interagency con-
sensus.

Senator CAMPBELL. We have been trying, as commissioners,
when we got to these international meetings, to raise the aware-
ness with some of our colleagues. There was originally 54 member
nations under the original Helsinki Accord. There is about 10 that
are observer nations now, so it is quite a big group, and when we
were in St. Petersburg last year we did have a resolution passed
dealing with transparency in Government and international crime.

In the Istanbul summit, and the upcoming summit in Bucharest,
which is a ministerial meeting, we hope to have that awareness
raised again, and that will deal primarily with drugs and traf-
ficking in women and children, and so I would hope that you would
keep track of what we are doing, and help us as much as you can
in that.

Let me ask just a couple more. How does the State Department
propose to coordinate responses to international crime with other
Federal agencies to ensure the response is focused? When we were
in St. Petersburg, in fact, one of the things we did was visit with
the Russian Police Academy which has just one academy for the
whole country. They do not have different departments in different
cities, one academy, and the police go all over the nation.

They provided us with all of their texts on police training in Rus-
sia, which we in turn brought back and disseminated to a number
of agencies in America for translation, but that is kind of the last
I heard about it. Is there a focus now with State Department and
Treasury and Justice as well to try to get some cohesive direction?

Secretary POWELL. Those parts of the Department that work
with international crime and trafficking, things of that nature,
whether it is the International Narcotics and Law Enforcement Bu-
reau and others, work closely with the FBI, meet with the FBI Di-
rector on a regular basis. Frankly, I was quite astonished at how
aggressive the FBI has become overseas, working with our embas-
sies. So I think there is a good relationship with the FBI and the
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other agencies that are involved in international criminal activity,
whether it is trafficking, money laundering, and the like.

Senator CAMPBELL. I have about a half-dozen more questions,
but my time is just about up, so I will go ahead and stop while I
am still on the yellow, Mr. Chairman.

Senator MCCONNELL. Thank you, Senator Campbell.

Senator Landrieu.

OPENING STATEMENT OF SENATOR MARY L. LANDRIEU

Senator LANDRIEU. Thank you, Mr. Chairman. Let me begin by
saying what a pleasure it is for me to join you all on this com-
mittee, and I really appreciate the opportunity to serve, and look
forward to working with you and our Ranking Member, Senator
Leahy. Let me also congratulate you, Mr. Secretary, on your ap-
pointment and say how pleased I am to be working with you, and
how much I respect you personally and the job that you are doing.

Secretary POWELL. Thank you, Senator.

Senator LANDRIEU. I am very, very happy with your appoint-
ment. Let me begin by just associating myself with the remarks of
my ranking member, Senator Leahy, having read and reviewed his
brief but, I think, profound opening statement, and I just want to
reiterate for the record that as a member of the Armed Services
Committee I have been a very strong supporter of a robust, effec-
tive, strong military.

I believe that we are in definitely a period of transition that is
going to be challenging, but this Congress is up to that task. I be-
lieve that our military has to be very strong to provide security for
our Nation and our allies around the world, and promote, but I also
believe that it is so important, as Senator Leahy points out, that
we also have a balance of a well-funded foreign assistance program
and effective diplomacy to match our strong military power, and
one without the other is really, in some ways, a waste of time and
resources. We must have both.

So I will look forward to working with you through this com-
mittee to make sure that this budget is as fully funded as possible
to match and provide the necessary balance that is very important
as we begin this century, so that our military can be very effective
when called on, but we can have the kind of offensive, effective di-
plomacy that is required through this foreign operations budget.

In that line, I want to just reiterate also something that Senator
Specter said about the Mideast envoy, and how important it would
be for my mind to try to revisit that issue, to urge the administra-
tion to continue to make sure that the world is very clear that we
think that this is one of the most important areas of the world. I
know that every area claims to be, but clearly history will show
that this is a place where all of us need to give some time and at-
tention to try to bring peace.

So I want to add my voice to urge you to think about that Special
Envoy, to also call to the attention of this record for this hearing
the letter that was signed by, I think, Mr. Chairman, over 60 Mem-
bers of the Senate, urging the administration to rethink our strat-
egy in the Mideast, given not only the level of violence, but, Mr.
Secretary, with all due respect to what you said in your testimony,
there is a difference in my mind between terrorism and self-de-
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fense, and I think we have got proven now a tremendous amount
of terrorist activity that is going on.

I know that we have been somewhat hesitant, because we were
I think feeling encouraged by the peace process and what we saw
going on, but that has really come to an unfortunate, abrupt end,
and I think, as this letter states, it is time for us to reassess our
position to close the daylight between our position and the position
of Israel, and in effect to try to bring an end to the violence, to say
how strongly we support Israel.

I know that we want to try to be fair-handed, and I believe we
most certainly have, but we cannot in any way at any time defend
or cover terrorism, and I want to urge you in this time to think
that, and I know it is very sensitive, but to call your attention to
this letter that was sent.

Moving on to another point, the restructuring of USAID, I want
to commend you for and encourage you—you would be familiar
with the term called a force multiplier, and I think that USAID
could be so much more of a force multiplier than it is. My experi-
ence is somewhat limited to Romania and to Southeast Asia—I
mean, Southeast Europe, and working with USAID, but I want to
encourage you to continue to think about ways that we can restruc-
ture USAID to be a force-multiplier, sort of like the loaves and the
fishes, if you will, realizing that no matter how large that budget
could be, we can never accomplish all the goals, so to be facilitating
and encouraging and building private sources of revenue, to do all
the good things we need to do I think is very smart, and I want
to work with you on that.

Finally, just really a comment and a question about our position
and policy in Central America, another very important area of the
world. There are 450 million people south of our border, developing
those democracies in that part of the world, and trade opportuni-
ties I think could be very important to the United States as we look
into the next decade or so for economic trade and development.

Just give me one or two of your special focuses, what you think
could be done, what Congress should do to help support you in that
particular area that we should be more focused on than others.

Secretary POWELL. Well, thank you, Senator. First let me thank
you for that expression of support for what our Foreign Service and
Civil Service and Foreign Service national employees are doing
overseas. They are our first line of offense, working with our col-
leagues in military uniform.

I saw something in the press this morning that I have to re-
search to make sure it is accurate, but they said more Ambas-
sadors have been killed since the end of World War II than Gen-
erals. So we are out there putting our people on the line, and thank
you for that expression of support. I will very carefully look at the
letter which you made reference to. I do not think I have seen it
yet, but I look forward to examining it very carefully.

Thank you for your words on USAID. We do intend for the global
development alliance to be a force multiplier. Thank you for your
reference to all of the military terms I use to use with more regu-
larity than I do now, but it fits perfectly.

Finally, on Central and Latin America, I certainly share your
view of its importance, and I think one of the things Congress can
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do to help us the most is, as we bring it up here, the free trade
alliance, free trade agreement of the Americas is going to be very,
very important for economic development throughout the region. In
due course the Chilean-United States free trade agreement, giving
us trade preference authority, fast track, so that we can conclude
deals not only in our hemisphere but elsewhere in the world that
will encourage free trade, remove trade barriers.

At the end of the day, what the people in these fledgling democ-
racies are looking for is a better life. That better life, we believe,
comes from economic freedom; the kind that is encouraged by these
sorts of agreements.

Senator MCCONNELL. Thank you, Senator Landrieu. Senator
Bennett.

OPENING STATEMENT OF SENATOR ROBERT F. BENNETT

Senator BENNETT. Thank you. Mr. Secretary, I know it is redun-
dant, but I must join with my colleagues in welcoming you to this
position and telling you how reassuring it is to have you there. The
President did not consult me. If he had, I would have suggested
that he take a look at you as possibly Secretary of Education be-
cause of your commitment in that area as well, but I am delighted
to have you where you are, and join with my colleagues in making
that expression. Just because it is tardy does not mean it is not
well-intentioned.

Secretary POWELL. Thank you, Senator.

Senator BENNETT. I have got a chart that I am going to put up
for the audience. You have a copy in front of you. The Russian Sta-
tistics Committee has made some grim predictions included in this
quote. I will just highlight a few of them. These were brought to
my attention when I was attending a conference last summer,
where a group of academic experts on Russia went through this
same litany of woe, and I had not realized how much trouble Rus-
sia is really in.

From this quote, Russia’s population will drop at least 7.2 per-
cent by 2016, which means a loss of 10 million people. The death
to birth rate is 1.6 to 1, half the Russian population could have
AIDS within the next 10 years, and this has resulted in widespread
alcoholism, drug abuse, in an attempt to escape the difficulties of
their lives in ordinary Russian terms.

The group of experts that spoke to the Congressmen and Sen-
ators that were gathered at the conference to which I referred were
very outspoken in their statement that the amount of money that
the western world had put into Russia had not helped. Indeed, they
went so far as to say that the IMF and other aid that had been
provided by the United States had exacerbated the problems rather
Elllaérll helped the problems because of the way in which it was han-

ed.

I remember Congressman Waxman, who is on the other side of
the political spectrum from me in most cases, asking the very an-
guished question, “What can we do?” and being told, at least by
those experts, as far as governmental concerns, or governmental
channels are concerned, no more money. Money just makes things
worse, and the strong recommendation was effort by more NGO’s.
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You have talked about the seed money that this administration
has put into an attack on AIDS, and said you want that to reach
out to NGO’s and to others that could step in and help with this.
We, as the committee, have to face this question of money and we
are finding the public health problems in Russia to be so intrac-
table and, indeed, ultimately threatening the stability of the regime
and maybe the stability of that whole part of the world. I would
like you to respond to whatever you want to here, and then what-
ever comments you might want to share with us later as to the
issue of how the West really can deal with what appears to be an
intractable problem in a country that in terms of its natural re-
sources, the inventiveness and energy of its people and so on,
should be one of the world’s success stories but instead is one of
the world’s greatest basket cases. Particularly with the spread of
AIDS and tuberculosis it becomes very, very troubling.

Secretary POWELL. These statistics are devastating. When you
have a death rate that exceeds your birth rate by these standards,
with the accompanying health problems that are also noted by this
quote. That society cannot sustain itself over time. You must have
a positive birth rate or immigration of some kind to keep your pop-
ulation growth up. Just as we benefit from immigration, but people
are emigrating, not immigrating, with respect to Russia.

Money alone will not do it, whether the money comes from the
U.S. Treasury or from loans, or even from nonprofit ventures or
private investment. What really has to happen in Russia, in my
judgment, is, they have got to put in place a functioning economic
system that is grounded on the rule of law. Where the law of con-
tract is sacrosanct, where money that goes inside of Russia stays
inside of Russia, and circulates and does good works, and does not
go inside and circulate once and go outside to bank accounts in
other countries, where one or two people are enriched, but not the
people.

So I think a lot more has to be done by Russia to create a safe
environment for money. A safe environment for investment. A safe
environment for loans and other kinds of financial assistance. I
think they will still need financial assistance, but a great burden
is placed upon them to eliminate corruption. Eliminate some of the
terrible things that have happened within their society over the
last 10 years which makes it hard for people to have confidence in
investing in that kind of society. These are issues we should talk
candidly and plainly to the Russians about.

I am not dismissing Russia. Russia is a proud nation with a long
history. It has an educated population. It has enormous natural re-
sources. It has scientists. It has all sorts of people who could take
it into a brighter future. If they can get themselves properly orga-
nized in a democratic way with a sound economic system resting
on the rule of law, I think that Russia can yet take advantage of
its human and natural potential to be a contributing member of the
international community.

Senator BENNETT. Thank you very much.

Senator MCCONNELL. Senator Johnson.
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OPENING STATEMENT OF SENATOR TIM JOHNSON

Senator JOHNSON. Thank you, Mr. Chairman, and welcome to
Secretary Powell, and my commendation to you for your continued
public service and your choice to do that.

Secretary Powell, one of the flashpoints in the world that con-
cerns me a great deal has to do with the continuing conflicts be-
tween India and Pakistan, particularly related to Kashmir. This is
a potential source of nuclear conflict, and certainly destabilizing to
all of South Asia and perhaps the world.

I was pleased last year when President Clinton was the first
President in over a quarter of a century to visit both India and
Pakistan, but I would be interested in any observations you might
have about what is the role of the United States? What can we do
more constructively than we have up till now?

Obviously, there is no United States—there is no possibility to
impose our solution on two sovereign nations, but nonetheless I
would hope there would be an increasingly constructive role that
the United States might play in this particular conflict, and I
would appreciate any comments that you might have.

Secretary POWELL. I think there are roles we can play. I think
the progress we have seen over the last several years in the rela-
tions between the United States and India, especially give us a new
entree, a new opportunity to encourage the sides to find a peaceful
and just solution to the problem of Kashmir. But as you know, Sen-
ator, it is a very difficult issue.

We plan to build on the relationship. The Indian foreign minister
has been to see me, and I have assured him that we will build on
what was achieved in the previous administration. I am looking
forward to visiting India at some point and looking forward to ex-
changes at all levels—economic, trade, and other levels.

For most of my military career, especially in my senior years as
the chairman of the Joint Chiefs of Staff, and at that level, India
was just over there. It was sort of connected to the Soviet Union,
and we did not pay a lot of attention to it. Our focus was really
on Pakistan.

Now, our focus is on both of them, and I think we can be helpful
to both of them, and we really have to make sure that this nuclear
genie does not get any further out of the bottle than it is already.
On a regular basis, we consult with them. We make sure they un-
derstand the seriousness with which we view the potential for
something getting out of control in the region, and I think we do
haafe a helpful role to play because of the relationship we have with
India.

Senator JOHNSON. Let me just ask you quickly, in the short
amount of time I have here, with the reimposition of the Mexico
City policy, and a flat line budget on international family planning,
one of my concerns is, what is the United States role? It seems to
me tragic that this policy, I believe, leads to more unwanted preg-
nancies and then, in turn, more abortions throughout the world.

It seems to me the United States needs to play a more construc-
tive role in terms of international family planning and seeing to it
that certainly not on our own, but in conjunction with other west-
ern democracies, that we contribute to providing more options to
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more women, particularly low income women throughout the world,
and I wonder if you would have any comments about where do we
go from here now.

Secretary POWELL. With the Mexico City policy we still—we have
over $400 million going to family planning activities around the
world. Several of them have been caught by the Mexico City policy,
but we are reasonably confident that they have been able to find
alternative sources of funding, and it is a very small number, and
it shows no diminution of our interest in family planning activities,
but not those specific ones that advocate or educate or provide al-
ternatives founded on abortion as a family planning practice.

PREPARED STATEMENT

Senator JOHNSON. Thank you, Secretary Powell. I would yield
back.
[The statement follows:]

PREPARED STATEMENT OF SENATOR TIM JOHNSON

Mr. Chairman, I'd like to thank you and Ranking Member Leahy for holding to-
day’s hearing to take testimony from Secretary of State Colin Powell. I respect the
leadership Chairman McConnell and Ranking Member Leahy have shown on foreign
assistance appropriations issues over the years, and as a new member to this sub-
committee, I look forward to learning from them and working with them on these
important issues.

First, I'd like to congratulate Secretary Powell on the unanimous support his nom-
ination received in the Foreign Relations Committee and on the Senate floor earlier
this year. Secretary Powell brings to his position as the President’s principle foreign
policy advisor years of experience in dealing with multinational issues and a high
level of respect within the international community.

The international challenges facing our country are considerable. In his own testi-
mony, Secretary Powell noted that “increasing levels of conflict, degraded economic
performance, and widespread disease are causing regional instabilities, complex hu-
manitarian emergencies and, in some cases, chaos.” Andrew Natsios, Director of
USAID, recently appeared before this subcommittee and noted that nearly two-
thirds of the countries with USAID field missions have been ravaged by civil conflict
over the past five years. Additionally, 75 percent of the world’s poor live in rural
areas at a time when many areas of the globe are experiencing historic and sus-
tained droughts. The HIV/AIDS epidemic is on the brink of destabilizing an entire
continent, Africa, and the disease’s impact continues to be felt around the world.

The challenges facing Secretary Powell, Director Natsios, and our country are con-
siderable, but they are not insurmountable. Our history has shown that the rel-
atively small investment the government makes in the Foreign Assistance budget—
approximately one penny of every dollar the government spends—has paid divi-
dends in peace and stability. Investments made over the years in fragile democ-
racies in the former Soviet Union, Central Europe, the Middle East, Latin America,
Africa, and South Asia have resulted in stable governments growing into global
trading partners, solidifying our national security. Director Natsios gave the Senate
Foreign Relations Committee a sobering example of the consequences of ignoring
our nation’s investment in the developing world: Bosnia. The Carnegie Commission
for Preventing Deadly Conflict reported that total NATO peacekeeping and humani-
tarian aid efforts in Bosnia cost $53 billion. I share the belief among many in Con-
gress that it is better to prevent disasters, as much as possible, than to cope with
their aftermath.

In addition to protecting our national security, our small investment in foreign as-
sistance creates opportunities for American workers. By promoting American ex-
ports and developing international markets through the Export-Import Bank, the
Overseas Private Investment Corporation, and others, the international affairs
budget is responsible for 1 out of every 7 American jobs. In my state of South Da-
kota, that means additional markets for grains and meat grown and raised on fam-
ily farms and ranches.

I appreciate Secretary Powell’s detailed testimony for this subcommittee and his
foreign operations budget justifications for the fiscal year 2002. I would like to brief-
ly highlight some areas of 