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Economic Support Fund

($in thousands)
Account FY 2002 Actud  FY 2003 Request  FY 2004 Request
ESF 2,224,000 2,490,000 2,535,000
ESF-ERF 600,000 0 0
ESF-SUP 465,000 0 0

The Economic Support Fund (ESF) promotes the economic and palitica foreign policy interests of the
United States by providing assistance to dlies and countriesin transition to democracy, supporting the
Middle East peace negatiations, and financing economic stabilization programs, frequently in a multi-donor
context. TheU.S. Agency for Internationd Development (USAID), with overal foreign policy guidance
from the Department of State, implements most ESFfunded programs. ESF furthers U.S. foreign policy
interests by:

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

Assiging in the development of effective, accessible, independent legd systems operating under
the rule of law, as measured by an increase in the use of the courts to decide dlegations of human
rights abuses or abuses of government authority.

Deveoping and strengthening ingtitutions necessary for sustainable democracy through support for
the transformation of the public sector, including assistance and training to improve public
adminigtration, promote decentraization, and strengthen local governments, parliaments,
independent media, and non-governmenta organizations.

Assding in the trangtion to trangparent and accountable governance and the empowerment of
citizens, working through civic and economic organizations and democretic politica processes thet
ensure broad-based participation in politica and economic life, aswell as respect for human rights
and fundamental freedoms.

Strengthening capacity to manage the human dimension of the trangition to democracy and a
market economy and to help sudain the neediest sectors of the population during the trangition

period.

ESF addresses afull range of problems through an integrated strategy, including balance of payments and
other economic support measures designed to creste employment and conditions conducive to international
investment and trade, and through support for programs that nurture democretic ingtitutions and a vibrant
civil society. In other parts of the world, economic didocation and political strife continue to place great
strains on many countries. Depending on the recipient country’ s economic Situation, balance of payments
or budgetary support may creete leverage to bring about the adoption of more rational economic and fisca
policies required to sustain economic growth. However, in the short term, measures to create more rationa
and efficient economic Structures and practices often exacerbate social and political tensons unless buffered
by externd assstance. In these circumstances, ESF can help to prevent or diminish economic and politica
didocation that may threaten the security of key friendsand dlies. By promoting economic growth, good
governance, and strong democratic ingtitutions, ESF aims to eradicate the economic and political disparity
that often underlies socid tenson and can lead to radicd, violent reactions against government ingtitutions.
To this end, economic assistance programs focus on mitigating the root causes of terrorism.
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The largest share of the FY 2004 ESF request remains focused on supporting Middle East peace
negotiations through programs that foster economic sability and development in Isradl, Egypt, and other
Arab countries pledged to support the peace process. ESF is dso requested to support: the Middle East
Partnership Initiative (MEP!); continued assistance in rebuilding Afghanistan; balance of payments support
to Turkey; peace and reconciliation in Irdland and Cyprus, democretic ingtitution building and economic
growth in the Western Hemisphere and Caribbean; rebuilding democratic ingtitutions and programs that
support African integration into the globa economy and conflict management on the African continent;
democretic and economic strengthening in Indonesiaand East Timor; sector reformsin Pakistan; programs
that promote rule of law and address the growing problems of trafficking and forced Iabor of women and
children in South Ada; and programs that can respond quickly to prevent or forestal human rights abuses
and exploit unanticipated opportunities to promote democracy.

Further detailed judtification for the proposed programs can be found in the respective regiond program
sections.



Economic Support Fund
($in thousands)

FY 2002 FY 2003 FY 2004

Actual Regquest Reguest

Africa
Angola - - 3,500
Burundi - - 3,500
Democratic Republic of Congo - - 4,250
Ethiopia - - 5,000
Kenya - - 8,000
Nigeria - - 5,000
Seraleone 9,000 - 5,000
South Africa - - 2,000
Sudan - - 15,000
Zimbabwe - - 4,000
AfricaRegiond Fund 29,000 32,000 14,000
AfricaRegiond SUP 20,000 - -
Countriesin Trangtion 40,000 31,000 -
Education for Development and Democracy 15,000 - -
Regionad Organizations 4,000 6,000 3,000
Sdfe Skies 3,000 8,000 5,000
Subtotal - Africa 120,000 77,000 77,250
Eas Asaand the Pacific
Burma 6,500 6,500 6,500
Cambodia 20,000 17,000 15,000
ChinaRule of Law 5,000 5,000 -
East Timor 25,000 19,000 13,500
Indonesa 50,000 60,000 60,000
Mongadlia 12,000 12,000 10,000
Philippines 21,000 20,000 20,000
Philippines SUP 12,000 - -
ASEAN Regiond - - 2,500
East Asaand Pacific Environmentd Initiative 3,500 - -
Regiona Democracy 5,000 5,000 4,000
Regiona Security Fund 250 250 250
Regiond Women's | ssues 4,000 4,000 3,000
South Pacific Fisheries 14,000 18,000 18,000
Subtotal - Eas Asa and the Pacific 178,250 166,750 152,750
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Economic Support Fund
($in thousands)

FY 2003

Request

Europeand Eurasa

Cyprus 15,000 15,000 7,500
Turkey - - 200,000
Turkey SUP 200,000 - -
Internationd Fund for Ireland 25,000 25,000 8,500
Irish VisaProgram 5,000 4,000 4,000
Subtotal - Europeand Eurasia 245,000 44,000 220,000
Near East
Egypt 655,000 615,000 575,000
Israel 720,000 800,000 480,000
Jordan 150,000 250,000 250,000
Jordan SUP 100,000 - -
Lebanon 35,000 32,000 32,000
Y emen 5,000 10,000 15,000
Yemen SUP 3,000 - -
Irag Oppodtion 25,000 25,000 -
Middle East Democracy 5,000 5,000 -
Middle East Multilateras 3,000 3,000 3,000
Middle East Partnership Initictive - - 145,000
Middle Eagt Partnership Initiative SUP 20,000 - -
Middle East Regiond Cooperation 5,000 5,000 5,000
U.S. North Africa Economic Partnership 4,000 4,000 -
West Bank/Gaza 72,000 75,000 75,000
Subtotal - Near East 1,802,000 1,824,000 1,580,000
South Asa
Afghanistan 17,250 - 150,000
Afghanisan SUP 838,000 - -
Bangladesh 3,000 7,000 6,000
India 7,000 25,000 20,000
Nepal 3,000 6,000 6,000
Pakistan 9,500 200,000 200,000
Pakigtan ERF 600,000 - -
Pakigan SUP 15,000 - -
Si Lanka 3,000 4,000 14,000
South AsaRegiond Funds 3,500 2,000 2,000
Subtotal - South Asa 749,250 244,000 398,000



Economic Support Fund
($in thousands)

FY 2003

Request

Western Hemisphere
Bdlivia 10,000 10,000 8,000
Cuba 5,000 6,000 7,000
Dominican Republic 2,300 3,500 3,000
Ecuador 15,000 20,000 14,000
El Sdvador 25,200 - -
Guatemda 10,000 7,500 5,000
Haiti 30,000 - -
Honduras 1,000 - -
Jamaica 1532 - -
Mexico 10,000 12,000 12,000
Nicaragua 2,800 - -
Panama 4,205 3,500 3,500
Paraguay 3,500 3,500 3,500
Peru 14,500 10,000 9,000
Venezuda 500 500 500
Adminigtration of Justice 8,663 11,000 7,000
Centers for Educationa Excedllence 7,000 - -
Eastern Caribbean 10,800 - -
FTAA Technicd Assstance - 1,000 -
Peru-Ecuador Peace 4,500 4,500 4,500
Third Border Initiative - 3,000 9,000
Subtotal - Western Hemisphere 166,500 96,000 86,000
Global

Musdlim Secondary Exchange Program SUP 7,000 - -
Partnership to Eliminate Sveatshops 4,000 4,000 2,000
Policy Initiatives - 20,250 -

Human Rights and Democracy Funds 13,000 12,000 17,000
Oceans, Environmentd and Science Initiative 4,000 2,000 2,000
Subtotal - Glabal 28,000 38,250 21,000

Tota 3289000 2,490,000 2,535,000
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Human Rightsand Democracy Funds
($in thousands)

FY 2002Actud  FY 2003Request  FY 2004 Request

ESF 13,000 12,000 17,000

The September 2002 Nationd Security Strategy puts the promotion of democracy and human rights at the
top of our foreign policy agenda, stressing that, “\We will champion the cause of human dignity and oppose
thosewho resgt it.” In promoting democracy and human rights, the United States is S multaneoudy
communicating America s vaues and protecting its interests. This effort has become increasingly
ggnificant Snce the events of September 11, 2001. The war againgt terrorism will be successful in the long
term only in so far asit addresses the root causes of extremism by promoting stable, just and open societies
where basic human freedoms are respected and protected. Our security as a nation depends upon the
expansion of democracy worldwide. History amply demonstrates that democracies are more prosperous,
peaceful, and cooperative than authoritarian regimes.

Human Rights and Democracy Funds (HRDF) support unique projects that promote democracy and human
rightsin countries of strategic significance to the United States. Support for such projects underscores the
USG's continued commitment to human rights and democracy in its fight againg terrorism.

In FY 2004, HRDF will support innovative, cutting-edge projects that provide ass stance to struggling or
nascent democracies or that help improve the human rights Stuation in key countries. HRDF programs will
not duplicate other efforts. The Department of State will identify and act upon political openings where we
believe progress can be made, even if only incrementaly and over time. Funds will dso support regiond
initiatives that have transnationa implications.

As¢ffortsto fight the war on terrorism continue, the Department of State will maintain pressure for human
rights, democratic processes, and civil libertiesin al countries. These chdlengeswill be addressed by
funding programs in the Middle East that promote democratic reform and result in greater political
plurdism, respect for fundamental freedoms, and prosperity; that support the development of politica
parties and civil society as well asincrease respect for human rightsin Centrd Ada; that promote the
protection and enforcement of legd rights and an independent judiciary, increase popular participation in
government, and develop civil society in Ching; and that advance human rights as well as promote politica
participation and civil society in African, Asan, and Latin American countries.
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Oceans, Environmental and Science I nitiative
($in thousands)

FY 2002Actud  FY 2003Request  FY 2004 Request

Oceans, environment, science, and technology issues directly affect our economic prosperity and nationd
security. U.S. nationd interests are best served by American leadership and proactive engagement with the
international community in these aress.

The Economic Support Funds (ESF) for Oceans, Environmenta and Science Initiative (OESl) advance
U.S. negotiating pogitions, promote regiona cooperation, and demongirate U.S. leadership in responding to
emerging issues. Pursuing these activities furthers U.S. objectives by: explaining and building support for
U.S. gpproachesto internationa oceans, environment, and science issues, promoting U.S. trade, economic,
diplomatic, investment, and commercia interests, and enabling host governments to elaborate their own
policies in an informed manner.

The Department of State is currently negotiating agreements and establishing voluntary initiativesin areas
that directly affect U.S. interests such as biotechnology, forests, hazardous chemicals, sustainable fisheries,
hedlth, water and sugtainable development. We are dso developing and implementing partnerships in key
aress (domestic good governance, energy, water, and natural resources management), including those
announced at the World Summit on Sustainable Development. OES! program funds will be used to further
these U.S. interests by supporting such efforts as:

Developing indtitutiona and legd frameworks for regiona management of potentidly divisve
transboundary fresh water issues.

Improving sustainable management of fresh water resources including access to clean water and
sanitation services, improved watershed management and increased the efficiency of water usein
industria and agricultural sectors.

Facilitating access to clean sources of energy for the two billion people worldwide who currently
lack modern energy services needed to meet economic and socid development gods, while
minimizing energy's impact on the environment.

Raisng awareness of the unprecedented threst to economic development and socid progress posed
by the spread of HIV/AIDS, and other infectious diseases, improving hedth security.

Promoting sustainable forest management (e.g., Congo Basin Forest Partnership) and advancing
U.S. dfortsto deter illegd logging, in support of the President's Initiative Againgt Illegd Logging.

Advancing domestic good governance (rule of law) to address environmenta crimes such as
hazardous waste dumping, smuggling proscribed hazardous chemicas, and exploiting and
trafficking in protected naturdl resourcesin key developing countries,

Deterring illegd fishing that threatens U.S. commercid fisheries interests and the sugtainable
management of fisheries.

Promoting export of U.S. technologies that advance U.S. foreign policy objectives.



Partner ship to Eliminate Sweatshops
($in thousands)

FY 2002Actud  FY 2003Request  FY 2004 Request

Internationa competition has caused concern among the American public that the globa economy has
prompted a“ race-to-the-bottom” that contributes to the abusive trestment of workers and the creetion of
unsafe working conditions. Thereis broad public concern in the United States that goods sold in the U.S.
market are produced in sweatshop conditions oversess.

Through the Partnership to Eliminate Sweatshops, the U.S. has funded proposas by concerned private
sector and civil society actorsto addressthis problem. Program proposalsinclude the establishment of
workplace monitoring systems, including the training of workers in these systems, the development of
framework agreements, research and education initiatives, the establishment of voluntary codes of conduct,
among others. These efforts serve our nationd interest by promoting democracy and economic
development abroad, reinforcing the domestic consensusin support of international economic engagement,
and the protection and promotion of fundamenta worker rights.

The Partnership to Eliminate Sweatshops facilitates partnerships among non-governmenta organizations
(NGOs9), universities, organized labor, corporate aliances and others that are developing avariety of
gpproaches to address unacceptable working conditions around the world. Effortsto eiminate sweatshops
ared an early sage. Corporate codes are many and varied, and independent monitoring of enforcement of
codes has begun on asmd| scde.

Funds from this program will continue to be used to develop more efficient monitoring efforts, to train and
accredit monitoring agencies, to train managers and workers, to target countries and industries where the
greatest problems exigt, and to evauate effortsto date. This effort complements other efforts being made to
bring countries and companiesinto full compliance with the 1998 IL O Declaration of the Fundamental
Principles and Rights at Work and to help developing countries meet worker rights criteriain U.S. trade
legidation.

The overdl objectives are to diminate forced labor, child labor, violations of freedom of association and the
right to organize and bargain collectively, minimum wage violations, harassment, discrimination,
substandard hedlth and safety conditions, and abusive work schedulesin production facilities overseas that
produce for the American market.

The FY 2004 request of $2 million will be used to make grants available to both domestic and internationa
gpplicants to iminate sweatshops through the promotion of core labor stlandards, corporate codes of
conduct, monitoring, training, research and other means. Funds may aso be used to support mechanisms
that allow for communication and exchange of information among the grant recipients, in order to share
lessons learned and discussion of best practices.



Assstancefor Eastern Europe and the Baltic States
($in thousands)

FY 2002Actud  FY 2003Request  FY 2004 Request

SEED 621,000 495,000 435,000

Since 1989, the Support for East European Democracy (SEED) Act has promoted important U.S. nationd
interests and strategic goasin North Central and South Centra Europe. With the graduation of the northern
tier countries, the program has shifted its focus southward. Thisregion could till pull in our dlies and
ultimately the United States to uphold vitd interests, as the past conflicts in Bosnia-Herzegovina (Bosnia)
and Kosovo and more recent insurgencies in southern Serbia and Macedonia demonstrated. SEED
assistance provides a proactive defense. It funds important peace implementation programs that have laid
the foundation for longer-term development through the rise of democratic ingtitutions and market
economies. |t dso supportsthe region in its drive for integration in Euro-Atlantic inditutions. Witnessthe
historic November 2002 invitation to seven more SEED-recipient countriesto join NATO, and the
December 2002 invitation to eight to join the European Union.

To fadilitate continued reform and trangition in Southeastern Europe, SEED assistance supports innovetive
modedls, technica assstance, and training. SEED funding fosters civil security and rule of law in these
trangtiond societies, increases adherence to democratic practices and respect for human rights, and
promotes broad-based economic growth. Many in the region have made important progress toward
achieving the objectives of the SEED program: development of democratic indtitutions and political
pluralism and of free market economic systlems. All the recipients are now democracies, and dl are
experiencing economic growth. Extensve SEED investments during recent years have successfully helped
the region overcome crises, so thet in FY 2004 we can continue to reduce the overdl request while
maintaining the momentum of the reforms underway. Educationa and cultura exchanges, previoudy
funded under SEED, will be consolidated into and administered by the Bureau of Educationa and Culturd
Exchange Programs.

SEED programs help ensure that loca and regiond instability does not threaten the security and well-being
of the United States and its dlies. A peaceful, democratic, and economically strong Central Europe gives
the United States and the Atlantic Alliance substantialy grester assurance of security at alower cost. SEED
programs contribute to the globa fight against organized crime, corruption, trafficking in persons, and
terrorism. They minimize the human price of conflict, contribute to the protection of human hedlth, and
help secure a sustainable globa environment, and promote U.S. exports. Centra Europeisagrowing
market for U.S. goods and services, aswell as a gateway to the vast potential marketsin Russaand
Ukraine.

While the SEED program has built a solid record of accomplishment, much remainsto be done. Two
groups of countriesin South Centra Europe continue to need subgtantid U.S. assstance. Thefirst group is
comprised of countries and regions whose economic and palitica trangition has been delayed by hodtilities:
Bosnig, Croatia, Kosovo, and, more recently, the Former Y ugodav Republic of Macedonia (Macedonia),
and the Federd Republic of Yugodavia (FRY). The aftermath of the conflictsin Kosovo, southern Serbia,
and northern Macedonia callsfor intensive U.S. assstance and leadership to establish and maintain security,
promote inter-ethnic didogue, address humanitarian needs, and strengthen democratic forces. We need to
insure our investment in Croatia and the FRY by helping democraticaly dected, reform-oriented
governments cement their success. Bosniaremains a difficult challenge, given the savere physica and
human damage caused by the war and the extreme hatred and distrugt it generated. Nevertheless, we have
Seen progress in minority returns, building central ingtitutions, and the arrival of foreign banks. The United
States continues to exercise leadership through both its SEED Act assistance and military presence to



ensure the Dayton Peace Accords areimplemented. A key drategic god inthisareaisto create Sability so
the internationa military presence can be reduced and ultimately withdrawn.

The second group contains the neighboring countries of Albania, Bulgaria, and Romania. Their trangtions
have been prolonged and difficult due to the chalenges of political instability and the lack of strong
indtitutions.  SEED is hel ping these countries move forward as their commitment to reform deepens. In
Bulgaria, athree-year U.S. pledge for $28 million annudly will fund atrangtion plan to secure strong
governance and broader economic opportunity. With such aplan in place, Bulgariawill be ready to
graduate from SEED assgtance in FY 2007, with the last year of new funding in FY 2006.

Objectives of the SEED program for FY 2004 include:

To support the FRY and its congtituent republics, Serbiaand Montenegro, asthey overcomea
decade of palitical oppression and economic mismanagement. U.S. assstance will play akey role
in consolidating the democratic trangtion, supporting economic reforms, and fostering the
integration of a progperous FRY into Euro-Atlantic inditutions. Efforts will focus on strengthening
democracy and civil society, including loca government and community development, media,
non-governmenta organizations, politica parties, and rule of law, including judicid reform.

SEED fundswill dso help enhance FRY capability to handle war crimes and other senditive cases,
and will target corruption and trafficking in persons. We will continue to advance the
democratization process in Montenegro through support for economic reform and development of
the private sector.

To support Macedoniain continued steps to implement the Framework Agreement to restore
politica stability by bringing the benefits of economic and palitica reform to dl its citizens. Our
focusis on effortsto solidify political and security gains, improve the environment for economic
growth, and strengthen multi-ethnic ingtitutions and cooperation.

To stabilize and transform Kosovo into an economicaly viable, democretically self-governing
territory by supporting UNMIK; boosting the competency of the Provisond Indtitutions for Sdif-
government and of municipa governments; training and equipping the Kosovo police, including in
fighting organized crime; and developing an effective justice system and respect for minority
rights. U.S. assstance dso gives priority support to the return and reintegration process.

To implement the Dayton Peace Agreement in Bosnia, continue to strengthen indigenous
indtitutions and the centr State, including an effective State Border Service, move Bosnia further
aong the path to European integration, and help Bosnians take ownership of ther ingtitutions and
country. Our assistance is geared to support humanitarian, economic reform, democratization, law
enforcement and rule of law, and building war crimestrid capacity.

To work with the reform-minded, democratic government of Croatia as it undertakes economic
reform, consolidates democracy, and works to resolve post-conflict issues of returnsand ICTY
cooperation. U.S. assstance will focus on more effective citizen participation, improved law
enforcement and governance, and development of a vibrant NGO community.

To support Albania, Bulgariaand Romaniain market reform, promoting democracy and rule of
law, strengthening civil society, and helping to relieve human suffering. SEED programs place
particular emphasis on efforts againgt corruption and international organized crime, including
trafficking.



To sabilize, transform, and integrate the countries of Southeast Europe into the trans-Atlantic
indtitutions by developing closer intra-regiond ties under the aegis of programs such asthe
Stability Pact for Southeastern Europe. SEED will aso support the OSCE's “ Human Dimension
and Economic Dimension” programs, shoring up regiona governments to minimize the need for
traditiona peacekespers. Regiond law enforcement programs address organized crime, terrorism,
trafficking, and border/customs control.

SEED assistance supports U.S. security, democracy, commercid, and human rightsinterestsin
Southeastern Europe. FY 2004 SEED assistance will:

Enhance security on the ground for U.S. peacekeeping troopsin Kosovo and Bosnia

Speed up the gahilization process in the countries of the former Y ugodavia, o the U.S. military
presence can be reduced and ultimately withdrawn.

Help prevent possible further outbresks of armed conflict.

Improve interna security and rule of law, reducing the influence of organized crime and corruption
and fighting trafficking in persons.

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

Improve the lives of citizensin the region through more effective government and improved socia
services.

Please seeindividua country and regiond program papersin this document for detailed program
judtifications.
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Assstancefor Eastern Europe and the Baltic States

($in thousands)

FY 2002

FY 2003

Europeand Eurasa
Albania
Bosniaand Herzegovina
Bulgaria
Croatia
Federd Republic of Yugodavia
Kosovo
Macedonia
Romania
Regiond SEED
Subtotal - Europeand Eurasia

Total

Actual

35,250
65,005
34,100
44,000
165,000
118,000
49,506
36,000
74,139
621,000

621,000

Request

28,000
50,000
28,000
30,000
135,000
85,000
50,000
29,000
60,000
495,000

495,000

28,000
44,000
28,000
25,000
113,000
79,000
39,000
28,000
51,000
435,000

435,000



Assgstancefor the Independent States of the Former Soviet Union

($in thousands)
Account FY 2002 Actud  FY 2003 Request  FY 2004 Request
FSA 784,000 755,000 576,000
FSA/NIS-ERF 64,000 0 0
FSA/NISSUP 110,000 0 0

Promoting stability in Euruaia bolsters U.S. nationd security. Most of the Sates of Eurasia have provided
critical support inthe war againgt terrorism.  Severd provide basing and overflight rights that are key to our
ability to carry out military action in Afghanistan. Given the region’s Size, capacity to produce critica
energy supplies, and borders with key countriesin Europe, the Middle East, South Asaand East Ada, the
U.S. hasvitd naiond interests in hel ping the Euradian sates become stable, democratic and prosperous.
The United States dso has a strong nationa security interest in preventing proliferation of wegpons of mass
destruction, delivery systems, weapons technology, expertise, and other wegpons from the former Soviet
asend.

Stability and prosperity in the region will only be possible if the Eurasian sates successfully complete the
trangtion they began in 1991 from totditarianism and centrally planned economies to democratic
governance and market-based economies. Programs funded under the FREEDOM Support Act (FSA) seek
to facilitate this trangtion by supporting emerging democratic organi zations and market indtitutions and by
hel ping the Eurasan states develop the necessary lega and palitica foundations to support such inditutions.
FSA funding has brought one hundred thousand Eurasian citizens to the United States to meet with their
U.S. counterparts and examine the American way of life. A large number of dumni of these exchange
programs have gone on to assume important positionsin their home countries; al return home with a better
understanding of the American people and our vaues. FSA funding has helped develop civil society in
Eurasa through support for non-governmenta organizations (NGOs) and the independent media. FSA-
funded business advisory and credit programs have supported the growth of smal and medium private
business throughout the region, while FSA-funded programs have produced mgor progress on land
privatization in countries such as Ukraine, Moldova, Georgia and the Kyrgyz Republic.

FSA assistance aso helps prevent the proliferation of wegpons, wegpons-related technology and expertise,
and combats transnationd threets such as drug trafficking, organized crime, and trafficking in persons.
Successtul interdiction of illicit transfers of nuclear materials and weapons crossing bordersin Central Asa
have been facilitated by assistance provided under the Export Control and Related Border Security
programs. FSA assstance has helped Georgia build an effective border guard presence on the Georgian-
Russian border, alowing the Georgian government to resst pressures from the Russian military to pursue
Chechen rebds onto Georgian territory. FSA assstance programs dso have facilitated the destruction and
remova of Russian wegpons and ammunition from Georgiaand the Transnigtriaregion of Moldova. In
addition, FSA-funded joint research collaborations have achieved promising results in the areas of public
health and agricultura research, while successfully redirecting biologica weapons expertise of former
Soviet wegpons scientists to peaceful, productive pursuits.

We recognize that the trangtion from Soviet republics into democratic States with market-based economies
isalong-term, uneven process. Accordingly, our assistance programs are based on two principles: first,

ba ance between programs that address immediate threets and programs that promote lasting, generationd
change; and second, selective engagement based on willingness to reform.

The broad objectives of FREEDOM Support Act asssance in Eurasain FY 2004 are asfollows:
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To enhance security by attacking the root causes of instability and supporting effortsto resolve
regiona conflicts.

To help establish open and competitive market economies that creste employment and, in the
process, expand opportunities for U.S. trade and investment.
To promote development of democratic ingtitutions, good governance, the rule of law, and civil

Society.

To promote cooperative nonproliferation, threat reduction and regiona stability; and

To ease the human cogts of trangition through humanitarian aid and afocus on the socid sector.
More specific abjectivesin FY 2004 will include the following:

Dedling with potentia causes of ingtability in Centrd Asa, including poverty, lack of jobs, poor
communal services, isolation, and political repression.

Advancing the peaceful resolution of violent conflicts by support for peace efforts, regiond
integration and recongtruction projects.

Fostering the development of civil society, strengthening the rule of law, and promoting
trangparency a dl levels of government by supporting NGOs, the independent mediaand the rule
of law.

Supporting regions within individua statesin their efforts to indtitute loca reform policies that can
serve as modds of successful reform and influence other regions and, ultimately, nationd policies.

Bolstering private enterprise, especidly smdl business, through training and increased availability
of credit.

Helping nationa governments that show a commitment to reform to build the lega and
indtitutiond infrastructure of afree-market democracy.

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

Opening these societies to multiple sources of information through support for independent media
and Internet access.

Fighting the spread of infectious diseases such astuberculosis and HIV/AIDS, and trying to
improve child and maternd hedith.

Providing former Soviet weapons scientists with dternative, peaceful civilian research
opportunities.

Enhancing the capability of regiond states to combat crime, control their borders, fight trafficking
in persons, and detect and interdict illicit transfers of wegpons and drugs.

The FY 2004 request contains a Significant reduction in FSA funding for Russia In view of progress
attained by Russain its trangtion process, we will develop a sirategy to graduate or phase out FSA
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assstance over the next severd years while leaving behind alegacy of sustainable ingtitutions that will
continue to promote civil society development and economic growth. The request dso containsa
ggnificant reduction for Ukraine. We are developing amulti-year srategy for Ukrainian graduation from
FSA that seeksto leave asmilar legecy.

In FY 2004, exchanges, training, and partnership programs of the Bureau of Education and Culturd Affairs,

pervioudy funded through FSA, will receive funding through the Educationa and Cultural Exchanges
(ECE) account.
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Assgtancefor the Independent States of the Former Soviet Union
($in thousands)

FY 2002 FY 2003 FY 2004

Actual Regquest Reguest

Europeand Eurasa

Armenia 90,200 70,000 49,500
Azerbaijan 43510 46,000 41,500
Bdarus 10,572 9,500 8,000
Georgia 89,807 87,000 75,000
Kazakhstan 45,815 43,000 32,000
Kazakhstan SUP 1,500 - -
Kyrgyz Republic 35,489 36,000 40,000
Kyrgyz Republic ERF 3,500 - -
Kyrgyz Republic SUP 33,000 - -
Moldova 35,946 32,500 23,000
Russa 159,083 148,000 73,000
Tajikistan 19,372 22,500 35,000
Tqikisan SUP 37,000 - -
Turkmenistan 7,398 7,000 8,000
Turkmenistan SUP 4,000 - -
Ukraine 154,937 155,000 94,000
Uzbekistan 29,190 31,500 42,000
Uzbekistan ERF 54,500 - -
Uzbekistan SUP 34,500 - -
Regiond FSA 62,681 67,000 55,000
Regiona FSA ERF 6,000 - -
Subtotal - Europeand Eurasia 958,000 755,000 576,000

Total 958,000 755,000 576,000
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Peace Corps

($in thousands)
Account FY 2002 Actud  FY 2003 Request  FY 2004 Request
Peace Corps 275,000 317,000 359,000
Peace Corps-ERF 3,900 0 0

The Peace Corps provides practica assistance to developing countries by sharing Americal's most precious
resource -- its people. The close interaction between Peace Corps Volunteers and locd communities has
allowed the Peace Corps to establish an admirable record of service that is recognized around the world.
For 42 years, Peace Corps Volunteers have helped build the path to progress with people who want to build
abetter life for themsdves, their children, and their communities.  Around the world, Peace Corps
Volunteers continue to bring a spirit of hope and optimism to the struggle for progress and human dignity.
More than 168,000 Americans have served in 136 countries.

While times have changed since the Peace Corps founding in 1961, the agency's misson hasnot. Thethree
core gods of the Peace Corps are asrelevant today as they were forty-two years ago:

To hep the people of interested countries in meeting their need for trained men and women.
To hdp promote a better understanding of Americans on the part of the peoples served.
To help promote a better understanding of other peoples on the part of Americans.

Through the work and contributions of its Volunteers, the Peace Corps has emerged asamode of success
for encouraging sustainable development at the grass-roots level. Volunteerswork with teechers and
parents to improve the quality of, and access to, education for children. They work with communitiesto
protect theloca environment and to create economic opportunities. Volunteers work on basic projectsto
prevent the spread of HIV/AIDS, help provide food security and access to potable water. Increasingly,
they aretraining students to use computers and helping communities establish resource centers with
Internet access.

The Peace Corps, however, is much more than a development agency. Itslarger purposeisto empower
people in developing countries to take charge of their own futures and strengthen the bonds of friendship
and understanding between Americans and the people of other cultures. The on-the-ground, people-to-
people relationships that Peace Corps V olunteers forge with their host country colleagues and communities
serve asacrucia foundation for internationa peace and understanding.

Through their service, Volunteers make lasting contributions to our country and society in the following
ways.

Representing American Values and Diver sty— Thewomen and men who serve as Peace Corps
Volunteersreflect the rich diversity of our country and represent some of the finest characterigtics of the
American people: astrong work ethic, agenerogity of spirit, acommitment to service, and an gpproach to
problems that is both optimigtic and pragmetic. They are afforded no specia privileges and often livein
remote, isolated communities. They spesk loca languages and adapt to the cultures and customs of the
people they serve. In this process, Volunteers share and represent the culture and vaues of the American
people, and in doing so earn respect and admiration for our country—among people who often have never
met an American.

Preparing America sWork Forcewith Over seas Experience — Peace Corpstraining and service
provide skills that are increasingly important to Americal s participation in the internationa economy.
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Volunteers worldwide learn more than 180 languages and didects, and they receive extensve cross-cultura
training that enables them to function effectively at a professiond leve in different culturd settings.
Returned V olunteers often use these skills and experiences to enhance careers and make contributions to
our society in virtudly every sector — Congress, the Executive branch, the Foreign Service, education,
business, finance, indudtry, trade, health care, and socid services.

Peace Cor ps Volunteer sEducating Y oung Americans — Through the Coverddl World Wise Schools
Program, thousands of current and returned Peace Corps Volunteers share their experiencesin developing
countries with studentsin America s dasssooms. This successful program dlows young Americans to
learn about the peoples and cultures of other countries and to interact with postive role modds who have
engaged in public service as Peace Corps Volunteers. These exchanges have dlowed American students—
especidly those who have not had the opportunity to travel or to experience another culture—to gaina
globa perspective and to redize that they can make a difference in their communities and in the world.

Contributingto America’sL egacy of Service — Encouraging service and volunteerism among the
American peopleis part of along tradition in the United States. Over one hundred thousand people contact
the Peace Corps each year seeking information about serving asaVolunteer. When Volunteers complete
thelr overseas service, many continue their commitment to volunteerism by offering their time and skillsto
community volunteer programs across the country.

Prioritiesfor the Peace Corpsin FY 2004 are:

Safety and Security

The Peace Corps devotes significant resources to maximize the safety of Volunteers and to ensure thet they
are given the training, support, and information they need for a safe experience. In addition, the agency
grives to integrate safety and security training with effective language, technica, and cross-culturd
preparedness, recognizing that Volunteers' daily safety is, for the most part, best assured when they are
integrated into loca communities, valued and protected as extended family members, and viewed as
contributors to loca development. The Peace Corps does everything possible to ensure that Volunteers are
assigned to areasin the host country where their safety needs can be met.  In addition to dedicated safety
personnel a each pogt, the agency dso fields regiond safety and security officers to assess safety and
security proceduresin dl three adminigirative regions and to provide additiona training and resources to
daff and Volunteers. In FY 2004, the agency will hire three more regiona safety and security officersfor a
totd of 12 officers posted worldwide.

Volunteer Growth

By the end of FY 2004, there will be gpproximatdy 10,000 Americans serving in the Peace Corps
increasing American’ s contribution to the people of other nations. Given the changing redities of politicd,
economic, and socia development within the countries served, the Peace Corpswill continue to monitor
and as=ssits globd presence and ensure that Volunteers are able to respond effectively to the development
needs of host countries. The Peace Corpswill broaden and strengthen the activities and strategiesinitiated
in 2003 to recruit the trainees needed over the next severd yearsin order to reach the President's god of
14,000 Volunteers by FY 2007



Inter-American Foundation
($in thousands)

FY 2002Actud  FY 2003Request  FY 2004 Request

IAF 13,107 14,000 15,185

Established under the 1969 Foreign Assistance Act, the Inter-American Foundation (IAF) supports
grassroots development initiatives in Latin Americaand the Caribbean with a direct impact on the lives of
people at the lowest economic levels. IAF programs promote entrepreneurship, slf-reliance and democratic
principles aswell as economic progress for the poor in Latin Americaand the Caribbean. Respongveness
to the ideas of organized people at the community level drivesthe |AF swork; it helps such communities
develop democratic practices, including strengthening citizen participation and oversight of loca
governments.

In 2004, the |AF will continue to focus its resources on building partnerships among grassroots
organizations, nongovernmenta organizations, loca governments and private enterprises to foster
development and democratic practices at the locd level. This srategy promotes socid investment in Latin
America and the Caribbean by the U.S. and locd private business sector to improve the qudity of life of the
poor in the region.

The |AF was a pioneer and will continue to perform aleading role in efforts to channel some of the vast
amounts of remittances that immigrants send home each year into development activities.

In FY 2004, the IAF will expand its groundbresking new program involving a large network of Latin
American corporate foundations convened by the IAF in FY 2002. Participating foundations will match
I AF contributions, develop acommon results measurement system and pool their learning resources.
Accountability and funding will be standardized to facilitate contributions from other donors.

The IAF will continue to support the economic devel opment initiatives of African-descended
communities—who comprise haf the population living below the poverty linein Latin America and the
Caribbean--and indigenous peoples. As an active member of the Inter-Agency Consultation on Race and
Socid Inclusonin Latin America, the |AF, in conjunction with the United Kingdom, the Inter-American
Deveopment Bank, and the World Bank, will promote the inclusion of indigenous and African descendants
in poverty reduction strategies.

The lAF will support the expansion of community foundation activities on the U.S.-Mexico border through
both monetary and non-monetary transfers (such as technica assistance) to promote endowment chdlenge
grants and other forms of crossborder philanthrapy.

The IAF will refine its system of measuring the results of its grants and identify and disseminate good
practice and lessons to new private sector contributors and development practitioners. Using results and
eva uation information, the | AF will incorporate lessons learned into the IAF s trategic planning and grant
decison-making processes. The lAF will build its integrated program management information system to
provide greater interna and externa access to program deata.
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African Development Foundation
($in thousands)

FY 2002Actud  FY 2003Request  FY 2004 Request

ADF 16,542 16,542 17,689

The African Development Foundation (ADF) plays a unique role within the U.S. Government’ sforeign
assigtance programs.  ADF isthe only federa agency that provides devel opment assistance directly to
grassroots communities and groupsin Africa. ADF worksin partnership with African non-governmentd
organizations in each of the countries where it operates.

ADF s efforts complement larger United States assi stance programs by hel ping poor communities increase
their participation in the economic development of their countries. In thisregard, ADF-asssted programs
pioneered and continue to develop innovative models of participatory development. The Foundetion’s
programs support U.S. nationd interests in Africain other ways, including promoting trade and investment
opportunities, and encouraging bonds of friendship with African people from adiversity of rdligious, ethnic,
and socio-economic characteristics.

ADF FY 2004 request focuses on the following strategic objectives:

Promoting micro- and small-enterprise (M SE) development.

Expanding participation of small enterprise and producer groupsin trade and investment
rel ationships with the United States and within Africa.

Promoting community-based HIV/AIDS interventions.

Fostering the development of African inditutions.

The primary focus of ADF s assstance is smdl enterprises (M SES) as ameansto cregtion of job
opportunities and income generation through the promotion of MSEs. . Women and rural communities are
maor beneficiaries of ADF assstance.

The Foundation has extensive experience in improving the productivity of small-scae farmers and building
robust smal enterprises. This enables ADF to play a highly effective role in increasing the participation of
African grassroots enterprises and producer groupsin internationa trade. ADF has developed innovetive
and replicable models for promoting non-traditiona exports by poor farmers and smal manufacturers.

ADF works directly a the community level and with African NGOs and enterprises to help build the
cgpacity of non-governmenta partner organizations. The focus here is to support the devel opment of
sugtainable ingtitutions that can promote community devel opment.

The Foundation has garted a new program in HIV/AIDS focusing on prevention and income generation.
The Foundation’s objective is to promote innovative initiatives that improve the economic security of
families affected by the disease.



Millennium Challenge Account
($in thousands)

FY 2002Actud  FY 2003Request  FY 2004 Request

MCA 0 0 1,300,000

The Millennium Chalenge Account (MCA) embodies “a new compact for globa development” based on
the premise that greater contributions from developed nations must be linked to greeter responsbility from
developing nations. Because sound policies are an essentid condition for development, MCA funding will
go only to nations that govern justly, invest in their people and encourage economic freedom.

The MCA will am to spur lasting poverty reduction by helping to subgtantialy increase economic growth.
It will emphasize investments that raise the productive potential of MCA country citizens and firms and
help integrate MCA economiesinto globa product and capitdl markets. Key areas of focus for assstance
include agricultural development, education, enterprise and private sector development, governance, hedlth
and trade and investment capacity building.

In FY 2004, only countries digible to borrow from the International Development Association with per
capitaincomes below $1,435 will be consdered for MCA assistance. Sdlection of specific countriesto
receive MCA assistance will be based on country performance on 16 indicators which assess policies
critical for economic growth, including fighting corruption, adherence to the rule of law, investing in hedth
care and educetion, opening markets, cregating a predictable regulatory environment and adopting sound
macroeconomic policies.

Implementation will be based on a genuine partnership between the United States and the recipient country.
Each MCA country would assess its mgjor development congtraints and, in consultation with its private
sector and civil society, identify the most promising activities to accomplish MCA gods. The MCA
country would enter into a contract with the MCA, which would focus on alimited number of clear
measurable gods and include activities to accomplish the gods and benchmarks to assess progress toward
the goas. Monitoring and evauation to ensure accountability for results will be an integrd part of every
activity for which MCA funds are used.

A new government corporation, the Millennium Chalenge Corporation (MCC), led by a Chief Executive

Officer nominated by the President and confirmed by the Senate, will administer the MCA. A Cabinet level
Board of Directors chaired by the Secretary of State will supervise the MCC.
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