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Overview of the Congressional Budget Justification
Foreign Assistance and USAID Operations
FY 2008 Budget Request

Joint State-USAID Submission. Under the leadership of the Director of U.S. Foreign
Assistance, foreign assistance resources have been integrated into one, joint budget submission.
Country levels and programs took into consideration FY 2008 Millennium Challenge Account
disbursement levels.

New Overview Section. Identifies principles, summarizes regional priorities and analyzes
macro level budget information for State and USAID bilateral assistance.

Compares FY2008 Budget with FY2006 Enacted Levels. As the FY 2007 continuing
resolution was not passed at time of print, all budget comparisons relate to FY 2006 enacted
levels. Note: With the exception of Sudan, FY 2008 regional, country and sector levels do not
include unallocated humanitarian assistance programs funded by the following accounts — P.L.
480 Title 1l Emergency Food Aid, International Disaster and Famine Assistance, Migration and
Refugee Assistance, and Emergency Refugee and Migration Assistance. As these funds address
circumstances as they arise, they have not yet been allocated to specific countries in the FY 2008
budget request. The FY 2006 levels do include funding for all humanitarian programs.
Therefore, it is important to note this discrepancy when making regional, country and sector
comparisons between FY 2006 and FY 2008.

New Structure for Easier Referencing
e Begins with State and USAID bilateral assistance
o All foreign assistance accounts under State and USAID jurisdiction clustered in
first section, listed alphabetically.
e Follows with Independent Agencies, listed alphabetically
e Follows with multi-lateral assistance
e Follows with request by region
o Country information includes tables by program element and statements of
change to compare FY 2008 to FY 2006 levels
e Final section includes account tables, including table listing sector totals

More Account Comparative Information
e Introductory statement identifies the purpose of funds
e “Snapshot” of fund allocation outlines top funding priorities
e Statement of changes compares FY 2008 to FY 2006 by account

Supplemental and Emergency Funding Requests

e Summary tables listing FY 2007 request and FY 2008 Global War on Terror Emergency
e Narratives at end of section
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February 14, 2007

On behalf of President Bush, it is my pleasure to submit to you a first-ever consolidated International
Affairs Congressional Budget Justification for Fiscal Year 2008.

President Bush's Fiscal Year 2008 International Affairs Budget for the Department of State, USAID and
other foreign affairs agencies totals $36.2 billion. The President's budget also requests $6 billion in
supplemental funding for the year 2007 to support urgent requirements that are not funded in the annual
budget cycle, including $1.18 billion for additional operating costs of the Department of State and other
agencies, largely related to the wars in Iraq and Afghanistan. The 2007 supplemental also includes $4.81
billion to meet urgent new foreign assistance needs in Afghanistan, Irag and Lebanon as well as
peacekeeping and humanitarian assistance in Sudan, Somalia and other countries in need.

In addition, the Administration is requesting $3.3 billion in war supplemental funding for activities in Iraq
and Afghanistan in fiscal year 2008, of which $1.37 billion is for foreign assistance and $1.93 billion is
for State Department operations. This is responsive to Congress’ request that we present our best estimate
of the full costs of the war in the coming year.

These resources are fundamental to our national security. With Congress’ support, we have been fully
engaged in a global war on terrorism since the attacks of September 11", 2001. This is a war, but it is a
completely different kind of war than we have fought before. Force of arms is necessary, but not
sufficient. We must also, and we are, mobilize our democratic principles, our diplomacy, our
development assistance and our compassion to win what will be a generational struggle.

Recognizing that success is our only option, we are revolutionizing our approach to foreign assistance.
We have better aligned our foreign assistance with our transformational diplomacy goal: To help build
and sustain democratic, well-governed states that respond to the needs of their people, reduce poverty,
and conduct themselves responsibly in the international system. We have reformed our organization,
planning, and implementation of foreign assistance to maximize country progress—to move from a
relationship defined by paternalism to one defined by partnership. It is through such partnership that we
can begin to achieve the well-governed democratic states that will form the foundation of a more stable
world.

Our compassion is consistent with our foreign policy aims. With Congress’ support, we have greatly
increased our contributions for health, education, the skills and assistance necessary to participate in the
global economy, and humanitarian assistance in the face of destabilizing conflict and disasters. We
appreciate Congress’ partnership in addressing those needs, most recently evidenced by the House-passed
Continuing Resolution that prioritized HIV/AIDS relief, efforts to combat malaria, and assistance to the
people of Darfur.



We are also revolutionizing the way that we work. Today’s world requires of the Department of State
and USAID fundamentally different thinking about our role, fundamentally different ways to train our
people, to recruit our people and to deploy them. Our efforts to deliver critical assistance in some of the
most difficult places in the world put the men and women of the Department of State and USAID at great
risk. We seek the tools to ensure that their efforts, and their sacrifice, achieve the ends we seek.

I know that we share with Congress a vision of a peaceful and prosperous world. We have great tasks,
and we value the support we receive from our partners in Congress. We look forward to working closely
with you to make the best use of taxpayer dollars in support of our shared vision. Our fellow citizens
expect no less of us.

Secretary of State Condoleezza Rice
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February 14, 2007

As our nation’s first Director of U.S. Foreign Assistance, serving concurrently as Administrator of the
U.S. Agency for International Development, it is my pleasure to join the Secretary of State in submitting
to you the first-ever consolidated International Affairs Congressional Budget Justification for Fiscal Year
2008. The FY 2008 Congressional Budget Justification represents more than the sum of the parts between
USAID and the Department of State. It represents decisions made on the basis of collaborative and
coordinated planning; full information about resources available to advance our objectives; and the shared
goal of helping to build and sustain democratic, well-governed states that respond to the needs of their
people, reduce widespread poverty, and conduct themselves responsibly in the international system. The
piece parts of this budget are intricately intertwined, and based on principles designed to maximize
country progress.

Worldwide, unprecedented attention is being given to poverty, disease, and instability. Congress is
correspondingly funding foreign assistance at unprecedented levels. With your support, our foreign
operations base appropriations have increased by 25 percent over the past 6 years, from approximately
$16.5 billion in 2000 to $20.7 billion enacted in FY 2006. With these increased resources, however, have
come increased responsibilities to produce results. Our foreign assistance must work both on behalf of
the countries and citizens we seek to assist, and on behalf of the people of the United States.

I am encouraged by the progress achieved since | assumed the position of Director of Foreign Assistance.
We have established a new Strategic Framework for U.S. Foreign Assistance, and in this volume you will
find State and USAID resources identified against the common set of objectives and definitions dictated
by that Framework. We have likewise established common indicators across our foreign assistance
programs, to enable us, going forward, to assess country, program, and partner performance. Our intent is
to provide a clear and transparent picture of where our resources are going, what they will be used for,
and what they have achieved in a way that is comparable across countries, regions, and programs. We
hope that these changes will not only enable us to be responsive to Congressional needs, but to be better
stewards of these resources in support of the peace and prosperity we seek worldwide.

Across both the legislative and executive branches of government—and, indeed, across America—people
have recognized the profound and complex inter-connectivity of our world, and the important role foreign
assistance plays in our national security and foreign policy. Our foreign assistance helps empower
citizens worldwide to overcome the poverty and hopelessness our foes seek to exploit. It helps provide
the security and stability necessary for progress and prosperity. And it enables institutions of governance
and civil society to progress toward free societies, accountable government, and responsible sovereignty
within the international community. A primary focus of this effort is our shared commitment to form one
united front to combat poverty, the forces that create it, and the cycles that sustain it.

In the time | have been in this position, | have been privileged to see firsthand the tremendous impact our
foreign assistance programs can have on individuals and communities, even in some of the most
dangerous and under-resourced places in the world. Our success can be measured in lives saved,
opportunities created, and human potential realized. | look forward to working with you as we find ways
to make the best use of taxpayer dollars to amplify these successes in support of a safe, peaceful, and
prosperous future.

Ambassador Randall L. Tobias

Xi
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UNITED STATES FOREIGN ASSISTANCE: INVESTING IN
TRANSFORMATIONAL DIPLOMACY

The United States has a proud history of bringing hope to millions who live under oppressive poverty,
face starvation, battle disease and suffer the consequences of conflict and insecurity. In present times,
improving the lives of others has become central to our national security. The locus of threats has shifted
to the developing world, where poverty, injustice and indifference are exploited by our foes to provide
haven for criminals and terrorists and the planning of criminal acts.

Our nation’s security depends on the stability of other nations. Foreign assistance and the development it
supports are therefore more important than ever, now not just in terms of our moral responsibility to
alleviate suffering, but as foundational pillars of our new national security architecture and the Global
War on Terror (GWOT). American diplomacy must integrate and advance our security interests, our
development efforts, and our democratic ideals. American foreign assistance must support these efforts
by promoting responsible sovereignty, not permanent dependency, as it seeks to meet the needs of poor
and vulnerable populations.

Commensurate with the global challenges that our country faces, this Administration has sought
significant innovations and increases in funding for foreign assistance, while maintaining our support for
our key partners in the Global War on Terror. The President’s Emergency Plan for AIDS Relief
(PEPFAR), Malaria and Africa Education initiatives, the establishment of the Millennium Challenge
Corporation (MCC), and efforts to promote and strengthen trade capacity and effective democracies have
only solidified the United States as the world leader in championing human dignity and human potential.
These increased resources, however, have also come with a new focus on performance, results,
accountability, and, ultimately, a means to define success as the ability of a nation to graduate from
development assistance and become a self-sustaining partner in international peace and prosperity. In
support of this effort, the FY 2008 Foreign Operations request is $20.3 billion, representing a 12 percent
increase over the FY 2006 enacted budget.*

Foreign Assistance Reform

Under Secretary Rice’s leadership, the United States has reformed foreign assistance organization,
planning and implementation in order to maximize the impact of our foreign assistance dollars to achieve
U.S. foreign policy objectives and improve the lives of those around the world. New leadership has been
established with the creation of a Director of United States Foreign Assistance, who serves concurrently
as the Administrator of the United States Agency for International Development (USAID). In this
capacity, the Director of Foreign Assistance has developed a new Strategic Framework for U.S. Foreign
Assistance, within which the Department of State and USAID are developing a fully integrated process
for foreign assistance policy, planning, budgeting, and implementation. For the first time in our nation’s
history, all $20.3 billion of U.S. foreign assistance under authority of the Department of State and
USAID, as well as resources provided by MCC, are being applied to the achievement of a single
overarching goal—transformational diplomacy:

To help build and sustain democratic, well-governed states that respond to the needs of their
people, reduce widespread poverty and conduct themselves responsibly in the international
system.

! Throughout the analysis described in this document, comparisons are made between FY 2006 enacted and FY2008
Foreign Assistance request levels. The analysis includes Foreign Assistance program funds only, and excludes such
things as USAID OE, and requests for international financial institutions and independent agencies. It also excludes
FY 2008 war supplemental funding.



The new Strategic Framework for U.S. Foreign Assistance, included for reference on page 12, articulates
a strategy for achieving this goal, focusing on five objectives that together address the underlying causes
of persistent poverty, despotic governance, insecurity, and economic stagnation:

= Peace and Security: These are necessary conditions for further political, economic, and social
progress;

* Governing Justly and Democratically: Effective, accountable, democratic governance is a vital
foundation for sustainable progress;

» Investing in People: Human capacity must be strengthened and poverty and disease addressed in
order to promote and sustain success;

= Economic Growth: Economic progress and poverty reduction are critical underpinnings of
sustainable development; and

* Humanitarian Assistance: The United States maintains its long-standing commitment to
alleviate human suffering and respond to destabilizing humanitarian disasters.

The FY 2008 budget is focused, strategic, and prioritized to reflect these shared objectives.

Strategic Principles

Consistent with the reform of foreign assistance, the Department of State and USAID are presenting a
unified foreign assistance budget request for FY 2008 based on the following strategic principles:

1. Integrate planning based on the totality of U.S. Government resources. The fragmentation of
foreign assistance across multiple agencies, offices, and bureaus risked uncoordinated strategies,
inadequate accountability, and the misdirection of resources. In building the FY 2008 budget, planning
was integrated, seeking the most complete picture of U.S. activities and programs by country and region.
To that end, interagency teams were assembled and tasked with ensuring that resources were coordinated,
mutually supportive, targeted to the achievement of shared objectives, and able to maximize existing U.S
investments. For FY 2008, these resources included all programs and activities under the authority of the
Secretary of State, in coordination with resources managed by the MCC.

2. Maximize country progress. The new Strategic Framework for U.S. Foreign Assistance categorizes
each country receiving U.S. foreign assistance based on common traits, and places them on a trajectory to
achieve the transformational diplomacy goal. The FY 2008 request reflects a focus on the specific gaps
and obstacles countries face in moving from one country category to another, and the identification of the
target objective or objectives appropriate to the individual country context. The ultimate intent is to
support recipient country efforts to move from a relationship defined by dependence on traditional
foreign assistance to one defined by full sustaining partnership status. Chart 1 identifies the
concentration of resources by country category and objective, including resources from across State and
USAID and projected disbursements from the MCC, with outlined cells denoting assistance priorities and
the proportion of FY 2008 foreign assistance resources devoted to each cell.



Chart 1: FY 2008 Concentration of Resources by Country Category and Objective

2008 Country Category by Objective, including Projected FY 2008 MCC Disbursements

Governing Justly

Peace and
and

Security

Investing in Economic Humantarian

. People Growth Assistance
Democratically

— T
Developing 32% 6% 44% 17% 1%
Transforming 6% 3% I 52% II 38% I 0%
Sustaining 1% 21% 1% 0%
Restricted 2% 16% 8% 11%

Regional 13% 12% 36% 38% 1%

Global 16% 3% 34% 7% 41%

Rebuilding States are countries in or emerging from internal or external conflict. In these countries, a
critical priority is achieving the security conditions that provide a platform for social, economic, and
political progress. At the same time, support for basic human needs, the establishment of institutions of
governance and foundations for economic growth are also necessary for securing peace and stability.
Accordingly, in FY 2008, 35 percent of resources in this category are targeted to achieving peace and
security, with a relatively even distribution of funds across the other four objectives. When compared
to the FY 2006 budget, resources for Rebuilding countries have increased 28 percent.

Developing States are low or lower-middle income countries, not yet meeting performance criteria
related to effective and democratic governance, investments in people, and economic freedom.
Poverty, weak governance, and insufficient human capacity are the greatest barriers to progress.
Collectively, in FY 2008 funding for these countries accounts for 66 percent of the resources for this
category of countries, compared to 58 percent in FY 2006. Some countries, such as Kenya, Ethiopia
and Nigeria, receive large budget increases over FY 2006 as focus countries of the Emergency Plan for
AIDS Relief. Note that in Egypt, Jordan, Pakistan and Indonesia, where continued progress and
partnership on security issues are critical to success in the Global War on Terror, investments in
security programs remain significant.

Transforming States are low or lower-middle income countries, such as the Philippines, Tanzania, and
El Salvador, meeting performance criteria related to effective and democratic governance, investments
in people, and economic freedom. Transforming countries are characterized by relative stability and
well-functioning governments, but poverty, unchecked disease, and insufficient human capacity remain
barriers to progress. Thus, 89 percent of FY 2008 resources for this category of countries, including
those provided by the MCC, are concentrated in Investing in People and Economic Growth programs
such as health, agriculture, and education.

Sustaining Partnership States are states with upper-middle income or greater, such as Poland, Qatar,
Malaysia and Chile, for which U.S. support is provided to sustain partnerships, progress, and peace.
Income levels in these states are such that, in general, development assistance is not required. Our
largest investment in these states is in security, supporting programs that improve military
interoperability with the U.S., NATO, and regional coalitions; strengthen military alliances and the
international coalition against terrorism; and promote more professional militaries through education



and training. In FY 2008, 76 percent of resources to these countries are targeted to programs under the
peace and security objective. An exception is South Africa, where the HIV/AIDS epidemic threatens
progress, and for which the U.S. provides assistance through the President’s Emergency Plan for AIDS
Relief.

Restrictive States are those with significant freedom and human rights issues; therefore, resources are
directed toward programs that foster effective democracy, build civil society capacity, and promote
responsible sovereignty. Legislative restrictions on direct U.S. funding and limited absorptive capacity
in many of these countries also limit the amount and type of foreign assistance support. In FY 2008, 63
percent of resources for Restrictive countries are targeted to programs under the Governing Justly and
Democratically objective, compared with 28 percent in FY 2006.

3. Invest in states critical to long-term regional stability and prosperity. State and USAID resources
are concentrated in Rebuilding and Developing countries, at 51 percent of program assistance. These
countries are farthest away from the transformational diplomacy goal; as measured by instability, poverty,
human capacity, life expectancy, governance, and barriers to economic growth; and are critical barriers to
regional stability and success in the Global War on Terror. The Democratic Republic of the Congo,
Liberia, Somalia, Sudan, Afghanistan, Irag, Colombia, Haiti, and Kosovo are examples of states that,
without progress, will have a negative impact on regional stability and national security. At the same
time, with continued progress, Developing states such as Nigeria, Ukraine, Georgia, Pakistan, Jordan, and
Indonesia and Sustaining Partnership countries such as South Africa represent those that can serve as
anchors for regional stability and prosperity.

4. Focus on demand-driven interventions that are critical levers for sustainable progress and
transformation. The country-driven process resulted in significant allocation increases for critical and
effective programs. Funding was increased for programs targeted to improving governance and
democratic participation; mitigating diseases that threaten the human and economic capacity of countries
to progress on their own; expanding access to and improving the quality of education; and enhancing
economic opportunity and skills to participate in the global economy. In FY 2008, the three objectives
targeted to achieving long-term development progress (Governing Justly and Democratically, Investing in
People, and Economic Growth) increase by 19 percent over FY 2006 levels for these Objectives. When
projected FY 2008 MCC disbursements from prior year appropriations are considered, investments in
these objectives increase by 29 percent over FY 2006. Chart 2 below describes this focus, comparing FY
2006 objectives-equivalents to the FY 2008 request by objectives.

Chart 2: Base Appropriations Allocations to Objectives by Year, including FY 2006 and projected
FY 2008 MCC disbursements (in $ Millions)
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5. Allocate funds intended for country programs to country-level budgets. In order to ensure a
coordinated response and effective and sustainable impact, the reform process sought to maximize all
resources implemented at the country level within country budgets. Resources within global or regional
budgets allocated to specific countries were accordingly shifted to specific country programs and planned
together with other country-based support. Recognizing that not all foreign assistance is implemented on
a country basis, and that some issues such as trade capacity are best addressed as part of a global or
regional strategy, the foreign assistance framework includes a category for global and regional initiatives,
defined as those activities that transcend a single country’s borders. Such activities may include
emergency humanitarian assistance, support to regional institutions, multilateral organizations, or
research.

6. Match accounts with the country circumstances and intent they are designed to address. The
reform process sought to maximize the use of account authorities in support of effective implementation
of foreign assistance programs. Overall, funding for Development Assistance (DA) which is intended to
support poor countries that demonstrate performance has been prioritized to Developing and
Transforming countries. Conversely, Economic Support Funds, (ESF) which focus on providing
economic support under special economic, political, or security conditions have been targeted to support
activities in the Rebuilding and Restrictive Country Categories. In these latter country categories, total
funding in the three Objectives supporting long-term development increased by 63% over FY 2006 levels.
The balance between DA and ESF, however, changed with DA declining by 87% and ESF increasing by
158%.

Changes in DA and ESF Levels in Rebuilding and Restrictive Countries for the Three Objectives Supporting
Long-term Development

FY 2006 FY 2006 DI’ZAY%O%?SF FY2008 FY 2008 DF";\(&Z(E)EOSSF
DA ESF — DA ESF e

Total Total
TOTAL 331,312 524,862 856,174 41,991 1,354,151 1,396,142
Governing Justly & Democratically 59,190 211,097 270,287 17,200 544,917 562,117
Investing in People 96,533 41,133 137,666 3,985 178,535 182,520
Economic Growth 175,589 272,632 448,221 20,806 630,699 651,505

Regional Strategies

Africa. The FY 2008 request for Africa represents a 54 percent increase over FY 2006. If FY 2008
projected disbursements from the MCC are considered, FY 2008 resources for Africa increase 63 percent
over FY 2006—nearly a quadrupling of resources for Africa since 2001. The request places a priority on
interventions critical to achieving sustainable progress and transformation on a country-by-country basis.
Over 75 percent of the FY 2008 budget will focus on Investing in People in order to address the crippling
effects of disease and poverty, a $2 billion increase from FY 2006. Programs to address HIVV/AIDS,
malaria, children’s health, and expanded access to quality education predominate within this objective.
Programs to support economic growth comprise approximately 10 percent of the base request for the
region. When MCC disbursements are considered, FY 2008 resources for economic growth in the region
increase by 43 percent over FY 2006. The FY 2008 request for Africa also includes additional resources
for anti-corruption programs (a 93 percent increase over FY 2006) and for critical security programs in
support of the Global War on Terror (38 percent increase over FY 2006).

The FY 2008 budget for Africa targets funding for states critical to long-term regional stability and
prosperity. The FY 2008 request for Sudan is $679 million, a 36 percent increase over FY 2006 and 12



percent of the region’s total budget request. In addition to Sudan, other rebuilding states such as Liberia,
the Democratic Republic of Congo, and Somalia were given priority. Budgets for Ethiopia, Kenya, South
Africa and Nigeria also increased, as progress in these countries will greatly impact progress and
prosperity in the region. These eight countries comprise over 56 percent of the FY 2008 budget.

Allocations to Objective by Year- Africa
(Including FY 2006 and projected FY 2008 MCC disbursements)
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East Asia and the Pacific. The FY 2008 request for the East Asia and Pacific region represents a slight
increase over the FY 2006 budget. With projected FY 2008 MCC disbursements included, proposed FY
2008 funding increases by 15 percent over FY 2006. Democratic challenges and terrorist threats require
that Peace and Security programs emphasize counterterrorism and conflict mitigation while also
maintaining military assistance for key Global War on Terror partners. Resources for these types of key
security programs make up 18 percent of the request. Within Investing in People, the request increases 15
percent from FY 2006, prioritizing HIV/AIDS interventions and education initiatives, increasing 71
percent and 25 percent respectively over FY 2006 levels for these activities. Countries such as Indonesia,
the Philippines, and Mongolia collectively receive 53 percent of the region’s request. Regionally,
Governing Justly and Democratically programs are also emphasized in order to promote movement
toward democracy in Burma and Vietnam and strengthen democratic institutions in Cambodia and the
Philippines.
Allocations to Objective by Year- East Asia and Pacific
(Including FY 2006 and projected FY 2008 MCC disbursements)
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Europe and Eurasia. The FY 2008 request for Europe and Eurasia represents a 26 percent decrease
from FY 2006 reflecting success achieved in the region. When projected FY 2008 MCC disbursements in
Georgia and Armenia are included, the reduction is 13 percent from FY 2006. While U.S. assistance has
played a substantial role in supporting reform in Eurasia, including integration of countries in Eastern
Europe and the Western Balkans into Euro-Atlantic institutions, a number of difficult challenges remain
across the range of foreign assistance objectives. The allocation of resources within the region reflects
the need to secure the Balkans in the Euro-Atlantic Community, support Eurasian countries at the
forefront of reform, and confront democratic challenges. Thus, funding for Peace and Security and
Governing Justly and Democratically collectively represent 76 percent of the request. Balkan peace
implementation is a primary focus; funds for Kosovo and Serbia represent 27 percent of the region’s
request. Countries at the forefront of reform -- Ukraine, Georgia, and Moldova -- and countries that
present democratic challenges -- Russia and Belarus -- together represent 30 percent of the region’s
budget.

Allocations to Objective by Year- Europe and Eurasia
(Including FY 2006 and projected FY 2008 MCC disbursements)
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Near East. The FY 2008 request for the Near East represents a 4 percent increase over FY 2006,
including reduced levels for Egypt and Israel under glidepath agreements. The Near East region presents
both challenges and opportunities to implement U.S. objectives and bolster efforts at political and
economic reform to achieve success in the Global War on Terror. The FY 2008 request emphasizes
continued investments in Peace and Security and political reform. Accordingly, funding for Peace and
Security increases by four percent, while investments in Governing Justly and Democratically increase by
more than 80 percent. To address social conditions that contribute to conflict, the FY 2008 request
includes a 41 percent increase in Investing in People, primarily in health and education.

The FY 2008 request is concentrated in the priority states of Iraq, Israel, Egypt and Jordan, representing
93 percent of the region’s budget. The FY 2008 request is also influenced by adjustments to priorities
based on significant changes in political conditions in Lebanon, West Bank/Gaza and Iran. Lebanon
receives a 21 percent increase with large investments in Peace and Security, Governing Justly and
Democratically, as well as support for Economic Growth. Together these seven countries are critical to
long-term regional stability and prosperity, making up 97 percent of the request. The Administration is
also seeking significant resources for Iraq in the FY 2008 Global War on Terror Emergency Request.



Allocations to Objective by Year- Near East
(Including FY 2006 and projected FY 2008 MCC disbursements)
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South and Central Asia. Funding to South and Central Asia increased by 6 percent in the FY 2008
request compared to FY 2006 levels for the region. Funding will continue to support the Global War on
Terror through security, reconstruction, development and democracy efforts, particularly in Afghanistan
and Pakistan, which represent 84 percent of the region’s request. Success in these countries is critical to
achieving peace, stability, and development progress throughout South and Central Asia. Funding under
the Peace and Security objective makes up 36 percent of the request, including support to
counterterrorism and counternarcotics programs, which received 11 and 21 percent increases collectively
from FY 2006. Funding for Economic Growth activities has increased by 6 percent over FY 2006,
particularly for trade and investment and private sector competitiveness programs, reflecting the USG’s
efforts to integrate South and Central Asia through economic development, trade and reconstruction.
Funding for the five Central Asian countries declined by nearly 24 percent from FY 2006 to FY 2008.
Much of the decline is in Uzbekistan, where the government has worked actively to limit U.S. assistance
related to reform, and in Kazakhstan, whose oil wealth lessens the need for our assistance. Assistance is
instead focused on the Kyrgyz Republic, Tajikistan, and Turkmenistan, where there are opportunities to
consolidate stability and promote democratization. Funding for India has also declined, by 35

percent from the FY 2006 level. India's economy has been among the world's best-performing economies
for a quarter century, and India has emerged as a significant donor in its own right.

Allocations to Objective by Year- South and Central Asia
(Including FY 2006 and projected FY 2008 MCC disbursements)
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Western Hemisphere. Foreign assistance for Latin America has nearly doubled since the start of the
Administration, rising from $862 million in FY 2001 to $1.6 billion in FY 2008, including FY 2008
projected MCC disbursements. Funding for Latin America increases by 4 percent over FY 2006 when
projected FY 2008 MCC disbursements are considered. The Western Hemisphere has made significant
progress as measured by indicators of development progress in the areas of Investing in People,
Governing Justly and Democratically, and Economic Growth. Of the 26 countries in Latin America that
receive foreign assistance, over half (14) are either in the Transforming or Sustaining Partnership
categories. Seven countries are in the Developing category, six of which are close to transitioning into
the Transforming country category, as dictated by their performance related to the aforementioned
indicators.

Our strategy for FY 2008 recognizes that key levers for sustained success are economic empowerment
and strengthening of democratic structures — in effect, helping democracy deliver on behalf of
development. The request reflects a 5 percent increase in Governing Justly and Democratically, and
when projected FY 2008 MCC disbursements are included, an 84 percent increase in Economic Growth,
including $40 million for labor and environment cooperation in support of the U.S.-Central America-
Dominican Republic Free Trade Agreement (CAFTA-DR) and $20 million for rural development in
certain CAFTA-DR partners . Programs under the Peace and Security objective, including programs for
counternarcotics and programs to address gang-related violence, make up 53 percent of the request for the
region. Colombia, Bolivia, Ecuador, Peru, and Haiti account for 70 percent of the region’s FY 2008
budget request and remain the focus of transformational diplomacy efforts.

Allocations to Objective by Year — Western Hemisphere
(Including FY 2006 and projected FY 2008 MCC disbursements)
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Global Programs

Global programs are defined as those activities that advance the five foreign assistance objectives, but
transcend a single country’s borders and are implemented outside of country strategies. Examples include
assistance for Avian Flu, disaster relief and emergency food aid, which are allocated on an as-needed
basis in response to crises where and when they occur. Funds to support research activities, such as
support to the Global AIDS Vaccine Initiative, or programs such as the Asia-Pacific Partnership for Clean
Development and Climate, are also included in this category of funds.



Budget and Performance Integration

Accountability fore results is a major principle of foreign assistance reform. The Department of State and
USAID have jointly developed common definitions and indicators to describe, account for, and evaluate
our foreign assistance programs and their impact on achieving the objectives of transformational
diplomacy. A new budget and performance tracking system will house budget and planning data and
allow tracking of objectives to programs, dollars, and results. Performance evaluations will further refine
and focus foreign assistance dollars.

Performance will be measured by tracking specific indicators related to country-level change, as well as
indicators to measure progress specific to U.S. programs and targets for the five objectives of Peace and
Security, Governing Justly and Democratically, Investing in People, Economic Growth, and
Humanitarian Assistance. Targets for each indicator will be specific to country categories and
circumstances, as Rebuilding, Developing, Transforming, Sustaining Partnership and Restrictive
countries maintain distinct circumstances. For example, Peace and Security indicators for Rebuilding
countries may focus on standing up security forces, while Transforming countries’ indicators may focus
on cooperation in fighting transnational crime. Country-level change will be assessed using the same
indicators as those used by the Millennium Challenge Corporation, as well as additional indicators
specific to development programs, such as life expectancy, under-five mortality rates, literacy rates, and
measures of income inequality.

Some measures will cut across country categories. For example, using FY 2008 resources, the President’s
Emergency Plan for AIDS Relief has a target of supporting treatment for two million people residing in
countries from several categories.

Initial performance measures have been established and are now under review and further development.
Final measures will be available in the coming months.

Conclusion

State and USAID have strategically aligned resources in order to accomplish key national security and
development goals with maximum efficiency and fiscal responsibility. The FY 2008 Foreign Operations
budget request represents a $2.16 billion increase over the FY 2006 enacted level. Within this level,
HIV/AIDS has increased by $1.9 billion over FY 2006, and funding for critical countries in the Global
War on Terror and others in or emerging from conflict, many among the poorest countries with the most
disenfranchised populations, has increased by $749 million compared with FY 2006. As discussed above,
in FY 2008, the three objectives targeted to achieving long-term development progress (Governing Justly
and Democratically, Investing in People, and Economic Growth) increase by 19 percent over FY 2006
levels for activities related to these objectives. The foreign assistance reform process has aided in this
endeavor, resulting in a strategic shift of $4.5 billion between countries, programs and accounts between
FY 2006 enacted levels and the FY 2008 budget request.

The transformational diplomacy goal acknowledges that an appropriate balance must be struck among
development objectives in order to bring about lasting change in countries. Development must engender
fundamental changes in governance and institutions, human capacity, and economic structures
concurrently so that countries can sustain further economic and social progress on their own. The FY
2008 budget request seeks to implement these principles and enable human potential such that United
States Foreign Assistance achieves the greatest measure of development progress: That each generation
do better than the one before, in freedom, prosperity, and security.
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FY 2008 INTERNATIONAL AFFAIRS REQUEST
FY 2006 FY 2007 FY 2008
($ in thousands) Actual Estimate Request
DEPARTMENT OF STATE, USAID and FOREIGN
OPERATIONS (INTERNATIONAL AFFAIRS) 31,389,613 29,916,040 36,186,518
I. Department of State and USAID Bilateral Economic
Assistance 18,074,969 17,713,444 20,266,913
Andean Counterdrug Initiative (ACI) 727,155 569,350 442,812
Assistance for Eastern Europe and the Baltic States (AEEB) 357,390 269,200 289,322
Assistance for the Independent States of the Former Soviet
Union (FSA) 508,860 435,480 351,585
Child Survival & Health Programs Fund (CSH) 1,591,425 1,518,359 1,564,279
Global Fund to Fight AIDS, Tuberculosis, & Malaria [247,500] 247,500] [0]
Development Assistance (DA) 1,508,760 1,508,000 1,041,248
Development Credit Authority - Subsidy (DCA) [21,000] [0] [21,000]
Economic Support Fund (ESF) 2,616,075 2,603,540 3,319,567
U.S. Emergency Refugee & Migration Assistance (ERMA) 29,700 30,000 55,000
Foreign Military Financing (FMF) 4,464,900 4,454,900 4,536,000
Global HIV/AIDS Initiative (GHAI) 1,975,050 1,852,525 4,150,000
Global Fund to Fight AIDS, Tuberculosis & Malaria [198,000] [198,000] [0]
International Disaster and Famine Assistance (IDFA) 361,350 348,800 297,300
International Military Education & Training (IMET) 85,877 85,237 89,500
International Narcotics Control and Law Enforcement (INCLE) 472,428 703,600 634,600
Migration and Refugee Assistance (MRA) 783,090 750,206 773,500
Nonproliferation, Anti-Terrorism, Demining (NADR) 405,999 392,821 464,000
Peacekeeping Operations (PKO) 173,250 170,000 221,200
P.L. 480 Title Il 1,138,500 1,223,100 1,219,400
Transition Initiatives (TI) 39,600 40,000 37,200
USAID Operating Expenses (OE) 623,700 641,000 609,000
Foreign Service Retirement and Disability Fund [Mandatory] [42,000] [38,700] [36,400]
USAID Capital Investment Fund (CIF) 69,300 75,942 126,000
USAID Inspector General Operating Expenses 35,640 37,915 38,000
Development Credit Authority - Administrative Expenses 7,920 3,469 7,400
Democracy Fund 94,050 - -
Iraq Relief and Reconstruction Fund (IRRF) 4,950 - -
I1. Independent Department and Agencies Bilateral Assistance 3,012,408 2,354,024 4,373,509
African Development Foundation (ADF) 22,770 22,225 30,000
Broadcasting Board of Governors
International Broadcasting Operations 633,257 636,060 618,777
Broadcasting to Cuba - - 38,700
Broadcasting Capital Improvements 10,754 7,624 10,748
Subtotal, Broadcasting Board of Governors 644,011 643,684 668,225
Department of Agriculture
McGovern-Dole International Food for Education 99,000 98,260 100,000
Department of the Treasury
Treasury Technical Assistance 19,800 23,700 24,800
Debt Restructuring 64,350 20,000 207,300
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FY 2006 FY 2007 FY 2008
($ in thousands) Actual Estimate Request
Subtotal, Department of the Treasury 84,150 43,700 232,100
Export-Import Bank
Loan Subsidy 74,000 26,382 68,000
Administrative Expenses 72,468 69,234 78,000
Inspector General 990 - 1,000
Direct Loans, Negative Subsidy -50,000 -45,000 -
Offsetting Collections - - -146,000
Subtotal, Export-Import Bank 97,458 50,616 1,000
Foreign Claims Settlement Commission 1,303 1,417 1,684
Inter-American Foundation (1AF) 19,305 19,268 19,000
International Trade Commission (ITC) 61,951 62,575 67,100
Millennium Challenge Corporation (MCC) 1,752,300 1,135,000 3,000,000
Overseas Private Investment Corporation (OPIC)
Administrative Expenses 41,851 41,856 47,500
Net Offsetting Collections -223,000 -175,279 -236,000
Credit Subsidy 20,073 9,423 29,000
Net Negative Budget Authority, OPIC -161,076 -124,000 -159,500
Peace Corps 318,780 324,000 333,500
Trade and Development Agency (TDA) 50,391 50,300 50,400
United States Institute of Peace 22,065 26,979 30,000
II1. Multilateral Economic Assistance 1,581,124 1,392,361 1,788,350
International Financial Institutions 1,277,236 1,066,198 1,498,950
Global Environment Facility 79,200 56,250 106,763
International Development Association 940,500 752,400 1,060,000
Multilateral Investment Guarantee Agency 1,287 1,288 1,082
Asian Development Fund 99,000 99,000 133,906
African Development Fund 134,343 134,343 140,584
African Development Bank 3,602 3,613 2,037
European Bank for Reconstruction & Development 1,006 1,006 10
Enterprise for the Americas Multilateral Investment Fund 1,724 1,724 29,232
Inter-American Investment Corporation 1,724 1,724 7,264
International Fund for Agricultural Development 14,850 14,850 18,072
Arrears [5,453] [4,018] [175,000]
International Organizations & Programs (IO&P) 303,888] 326,163 289,400
IV. Department of State Operations and Related Programs 8,721,112 8,456,211 9,757,746
State Administration of Foreign Affairs 6,434,123‘ 6,238,058‘ 7,194,596
State Programs 4,421,359 4,561,170 5,013,443
Diplomatic and Consular Programs 4,294,734 4,460,084 4,942,700
Ongoing Operations 3,614,018 3,664,914 3,977,940
Worldwide Security Upgrades 680,716 795,170 964,760
Capital Investment Fund 58,143 34,319 70,743
Centralized IT Modernization Program 68,482 66,767 -

13



FY 2006 FY 2007 FY 2008

($ in thousands) Actual Estimate Request
Embassy Security, Construction & Maintenance 1,489,726 1,182,585 1,599,434
Ongoing Operations 591,152 605,652 792,534
Worldwide Security Upgrades 898,574 576,933 806,900
Capital Security Construction 799,852 478,211 692,178
Compound Security 98,722 98,722 114,722
Other Administration of Foreign Affairs 523,038 494,303 581,719
Office of Inspector General 29,645 29,645 32,508
Educational and Cultural Exchange Programs 426,275 425,162 486,400
Representation Allowances 8,175 8,175 8,175
Protection of Foreign Missions and Officials 9,270 9,270 18,000
Emergencies in the Diplomatic and Consular Service 28,872 4,940 19,000
Repatriation Loans Program Account 1,302 1,285 1,285
Payment to the American Institute in Taiwan 19,499 15,826 16,351
Foreign Service Retirement and Disability Fund [131,700] [125,000] [122,500]
International Organizations 2,173,592 2,144,792 2,461,400
Contributions to International Organizations (CIO) 1,151,317 1,122,318 1,354,400
Contributions for International Peacekeeping Activities 1,022,275 1,022,474 1,107,000
Related Appropriations 113,397 73,361 101,750
The Asia Foundation 13,821 13,821 10,000
National Endowment for Democracy (NED) 74,042 50,000 80,000
East-West Center 18,994 3,000 10,000
Center for Middle Eastern-Western Dialogue - Trust Fund 4,936 4,936 -
Center for Middle Eastern-Western Dialogue - Program 740 740 875
Eisenhower Exchange Fellowship Program 494 494 500
Israeli Arab Scholarship Program 370 370 375

Note: A regular FY 2007 appropriation had not been enacted at the time the budget was prepared; therefore, these
accounts are operating under a continuing resolution. The amounts included for FY 2007 in this budget reflect the

levels provided by the continuing resolution.
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I. REQUEST BY APPROPRIATION ACCOUNT

Department of State and USAID Bilateral Economic Assistance
Independent Department and Agencies Bilateral Assistance
Multilateral Economic Assistance
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Department of State and USAID Bilateral Economic
Assistance

Andean Counterdrug Initiative (ACI)

Assistance for Eastern Europe and the Baltic States (SEED)
Assistance for the Independent States of the Former Soviet Union - FREEDOM Support Act (FSA)
Child Survival and Health Programs Fund (CSH)

Development Assistance (DA)

Development Credit Authority (DCA)

Economic Support Fund (ESF)

U.S. Emergency Refugee and Migration Assistance Fund (ERMA)
Foreign Military Financing (FMF)

Global HIV/AIDS Initiative (GHAI)

International Disaster and Famine Assistance (IDFA)

International Military Education and Training (IMET)
International Narcotics Control and Law Enforcement (INCLE)
Migration and Refugee Assistance (MRA)

Nonproliferation, Anti-terrorism, Demining, and Related Programs (NADR)
Peacekeeping Operations (PKO)

P.L. 480 Title Il

President’s Emergency Plan for AIDS Relief (PEPFAR)
Transition Initiatives (TI)

USAID Operating Expenses

USAID Capital Investment Fund

USAID Foreign Service Retirement and Disability Fund

USAID Inspector General Operating Expenses

FY 2007 Global War on Terror (GWOT) Supplemental
FY 2008 GWOT Emergency
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Andean Counterdrug Initiative

FY 2006 FY 2007 FY 2008

Actual Estimate Request
Andean Counterdrug Initiative - ACI 727,155 569,350 442,812

($ in thousands)

The FY 2008 $442.8 million request will be used to support and enhance the multi-year counterdrug
program (ACI) that aims to reduce the flow of drugs to the United States and prevent instability in the
Andean region. Account allocations represent the product of an integrated agency planning process
based on consideration of the totality of U.S. government resources.

ACI funding snapshot

e Colombia -- $367.0 million to continue to support the comprehensive campaign against drug
trafficking and narcoterrorists as part of Plan Colombia. Funding includes $50 million for the
Critical Flight Safety Program.

e Peru -- $36.8 million to carry out key counternarcotics activities such as expanding the Narcotics
Affairs Section (NAS) presence in isolated areas where drug traffickers and terrorists operate,
maintaining the aviation program, and cooperating with the government to develop its counter-
terrorism intelligence and operational capabilities and performance through information sharing,
training and assistance programs.

e Bolivia -- $30.0 million to support the eradication of illicit coca cultivation, increase interdiction of
precursor chemicals and cocaine products, continue current level of prosecutions of narcotics related
cases, and improve the quality of investigations into alleged human rights violations.

Statement of Changes

The total amount of funding requested for the ACI account in FY 2008 is a 39 percent decrease from the
FY 2006 enacted level primarily due to the shift of Alternative Development program funding in the
region to the Economic Support Fund (ESF) account.
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Andean Counterdrug Initiative

by Account, Program Area and Program Element

2006 CBJ | 2007 CBJ 2008 CBJ
Actual Estimate Request
ACI 727,155 569,350 442,812
1.1 Counter-Terrorism 228 * -
1.1.3 Governments’ Capabilities 228 * -
1.3 Stabilization Operations and Security Sector Reform 40,359 * 21,424
1.3.1 Operations Support 89 * -
1.3.2 Disarmament, Demobilization & Reintegration (DDR) 18,910 * 1,000
1.3.6 Defense, Military, and Border Restructuring, Reform and Operations 34 * -
1.3.7 Law Enforcement Restructuring, Reform and Operations 21,250 * 20,000
1.3.8 Program Support (Stabilization) 76 * 424
1.4 Counter-Narcotics 614,056 * 414,759
1.4.1 Eradication 312,878 * 211,378
1.4.2 Alternative Development and Alternative Livelihoods 148,093 * -
1.4.3 Interdiction 123,433 * 186,126
1.4.4 Drug Demand Reduction 3,804 * 748
1.4.5 Program Support (Narcotics) 25,848 * 16,507
1.5 Transnational Crime 680 * 879
1.5.1 Financial Crimes and Money Laundering 660 * 861
1.5.5 Program Support (Crime) 20 * 18
2.1 Rule of Law and Human Rights 22,398 * 5,750
2.1.1 Constitutions, Laws, and Legal Systems 1,473 * 250
2.1.3 Justice System 12,074 * 5371
2.1.4 Human Rights 8,740 * -
2.1.5 Program Support (Rule of Law) 111 * 129
2.2 Good Governance 3,897 * -
2.2.1 Legislative Function and Processes 17 * -
2.2.3 Local Government and Decentralization 3,387 * -
2.2.4 Anti-Corruption Reforms 350 * -
2.2.6 Program Support (Governance) 143 * -
2.3 Political Competition and Consensus-Building 1,330 * -
2.3.3 Political Parties 1,330 * -
2.4 Civil Society 17 * °
2.4.1 Civic Participation 17 * -
3.3 Social and Economic Services and Protection for Vulnerable 30,690 * ®
Populations
3.3.3 Social Assistance 30,690 * -
4.2 Trade and Investment 8,500 * -
4.2.2 Trade and Investment Capacity 8,500 * -
5.1 Protection, Assistance and Solutions 5,000 * -
5.1.2 Crisis Assistance and Recovery 5,000 * -
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Andean Counterdrug Initiative
($in Thousands)

2006 CBJ 2007 CBJ 2008 CBJ
Actual Estimate Request

TOTAL 727,155 569,350 442,812
ACI 727,155 569,350 442812
Bolivia Total 79,200 * 30,000
Bolivia - Alternative Development/Institution Building 36,630 *
Bolivia - Interdiction 42,570 * 30,000
Brazil 5,940 * 1,000
Colombia Total 464,781 * 366,968
Colombia - Alternative Development/Institution Building 129,920 *
Colombia - Interdiction 334,861 * 366,968
Ecuador Total 19,800 * 7,000
Ecuador - Alternative Development/Institution Building 11,425 *
Ecuador - Interdiction 8,375 * 7,000
Panama 4,455 * 1,000
Peru 106,920 * 36,844
Venezuela 2,229 *
Air Bridge Denial Program 13,860 *
Critical Flight Safety Program 29,970 * -
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Assistance for Eastern Europe and the Baltic States

FY 2006 FY 2007 FY 2008

Actual Estimate Request
Assistance for Eastern Europe and the Baltic States 357,390 269,200 289,322

($ in thousands)

The President’s FY 2008 $289.3 million request for SEED (Support for East European
Democracy) Act and Foreign Assistance ACT (FAA) funding will continue to help stabilize
Southeast Europe, which suffered the violent breakup of Yugoslavia and its aftermath in the
1990s. Stability in Kosovo and Serbia — essential for sustained stability in the region — are top
priorities for SEED funding. Programs will focus on integrating Southeast Europe into the Euro-
Atlantic community with its values of democracy, rule of law, individual freedom and market
economies.

The governments of the region are committed to reform and Euro-Atlantic integration; some are
further along than others. Promoting democratic reform and stability, economic development,
and rule of law will deepen their relationship with NATO, the European Union, the Stability Pact
and the Central Europe Free Trade Agreement. SEED funding will support programs that fight
international crime, trafficking, and corruption; build socio-economic bridges between ethnic
communities; and consolidate the region’s democratic and economic progress.

AEEB (SEED) Funding Snapshot

o Kosovo -- $151.2 million, following a status determination, to help Kosovar institutions
adjust to the challenge of self-governance; develop judicial and law enforcement systems;
support key industries and drive economic growth through policy reform; strengthen
democratic institutions; and mitigate conflict by building multiethnic communities that
embrace tolerance.

e Serbia -- $51.3 million to help Serbia's fragile reformist leadership keep political and
economic reform on track. Major work remains in the areas of rule of law, privatization,
economic growth, law enforcement, and building democracy. Serbia’s stability and
reform are fundamental to the success of U.S. foreign policy in the region. Assistance to
Serbia following its peaceful split with Montenegro in 2006 and a looming final
determination of Kosovo’s status remains focused on accelerating Serbia’s progress
toward Euro-Atlantic integration.

e Bosnia and Herzegovina -- $22.9 million to help develop fledgling state-level
institutions; strengthen the rule of law, including the ability to address war crimes,
organized crime, and terrorism; foster an investor-friendly climate and sound financial
and business regulatory environment for the private sector; and build the capacity of local
government, media, and civil society.

e Regional SEED -- $21.2 million to help restore the regional ties broken by conflict as

well as to support economic integration initiatives; fund grants programs promoting
cross-border work on reconciliation and democratic reform; support law enforcement
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cooperation including fighting organized crime and corruption; and part of the U.S.
contribution to the Organization for Security and Cooperation in Europe (OSCE).

e Macedonia -- $18.9 million to support sustained stability and Euro-Atlantic integration
through the Ohrid Framework Agreement’s full, practical implementation by further
enhancing the government’s ability to combat cross-border crime, strengthen rule of law,
and advance macroeconomic reforms.

e Albania -- $16.2 million to improve the government’s law enforcement and military
capabilities, build democratic institutions, promote private-sector led growth, strengthen
capacity in the health sector and fight trafficking, organized crime, and corruption.

Statement of Changes

The FY 2008 SEED request of $289.3 million is a 19 percent decrease from $357.4 million in FY
20086, reflecting graduation of several countries from foreign assistance. FY 2006 was the last
year of SEED funding for Croatia, Romania and Bulgaria.

Assistance for Eastern Europe and the Baltic States

by Account, Program Objective, Program Area and Program Element
2006 CBJ 2007 CBJ | 2008 CBJ

Actual Estimate Request
SEED 357,390 269,200 289,322
1 Peace & Security 67,599 * 62,315
1.2 Combating Weapons of Mass Destruction (WMD) 74 *
1.2.1 Counter WMD Proliferation and Combat WMD Terrorism 15 *
1.2.2 Program Support (WMD) 59 *
1.3 Stabilization Operations and Security Sector Reform 42,638 * 40,150
1.3.2 Disarmament, Demobilization & Reintegration (DDR) - * 4,410
1.3.3 Destruction and Security of Conventional Weapons - * 500
1.3.5 Immediate Protection of Civilians in Conflict - * 7,000
1.3.6 Defense, Military, and Border Restructuring, Reform and Operations - * 7,500
1.3.7 Law Enforcement Restructuring, Reform and Operations 42,137 * 19,257
1.3.8 Program Support (Stabilization) 501 * 1,483
1.4 Counter-Narcotics - * 600
1.4.3 Interdiction - * 588
1.4.5 Program Support (Narcotics) - * 12
1.5 Transnational Crime 5,836 * 5,500
1.5.1 Financial Crimes and Money Laundering 785 * 2,388
1.5.2 Intellectual Property Theft, Corporate Espionage, and Cyber Security - * 980
1.5.3 Trafficking-in-Persons and Migrant Smuggling 4,243 * 1,911
1.5.4 Organized and Gang-related Crime 585 *
1.5.5 Program Support (Crime) 223 * 221
1.6 Conflict Mitigation and Reconciliation 19,051 * 16,065
1.6.1 Conflict Mitigation 2,696 * 6,221
1.6.2 Peace and Reconciliation Processes 169 * 3,389
1.6.3 Preventive Diplomacy 16,186 * 5,565
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Assistance for Eastern Europe and the Baltic States

by Account, Program Objective, Program Area and Program Element
2006 CBJ 2007 CBJ | 2008 CBJ

Actual Estimate Request
1.6.4 Program Support (Conflict) - * 890
2 Governing Justly & Democratically 134,018 * 90,087
2.1 Rule of Law and Human Rights 41,041 * 30,167
2.1.1 Constitutions, Laws, and Legal Systems 1,559 * 5,031
2.1.2 Judicial Independence 1,750 * 8,826
2.1.3 Justice System 32,104 * 11,437
2.1.4 Human Rights 3,450 * 2,713
2.1.5 Program Support (Rule of Law) 2,178 * 2,160
2.2 Good Governance 26,259 * 30,914
2.2.1 Legislative Function and Processes 2,376 * 2,119
2.2.2 Public Sector Executive Function 460 * 4,024
2.2.3 Local Government and Decentralization 18,828 * 16,189
2.2.4 Anti-Corruption Reforms 1,937 * 3,424
2.2.5 Governance of the Security Sector - * 3,083
2.2.6 Program Support (Governance) 2,658 * 2,075
2.3 Political Competition and Consensus-Building 11,667 * 11,267
2.3.1 Consensus-Building Processes 1,322 * 2,886
2.3.2 Elections and Political Processes 1,466 * 3,887
2.3.3 Political Parties 8,228 * 3,552
2.3.4 Program Support (Political Competition) 651 * 942
2.4 Civil Society 55,051 * 17,739
2.4.1 Civic Participation 48,522 * 11,265
2.4.2 Media Freedom and Freedom of Information 4,695 * 4,242
2.4.3 Program Support (Civil Society) 1,834 * 2,232
3 Investing in People 18,705 * 25,075
3.1 Health 6,799 * 9,725
3.1.1 HIV/IAIDS 764 *
3.1.2 Tuberculosis 220 *
3.1.5 Other Public Health Threats 2,159 * 2,825
3.1.6 Maternal and Child Health 1,321 * 700
3.1.7 Family Planning and Reproductive Health 1,268 * 1,700
3.1.8 Water Supply and Sanitation 1,067 * 4,500
3.2 Education 10,576 * 11,300
3.2.1 Basic Education 7,045 * 9,300
3.2.2 Higher Education 3,531 * 2,000
3.3 Social and Economic Services and Protection for Vulnerable 1,330 * 4,050
Populations
3.3.1 Policies, Regulations, and Systems 95 * 550
3.3.2 Social Services 1,235 * 3,500
4 Economic Growth 136,868 * 105,845
4.1 Macroeconomic Foundation for Growth 9,040 * 6,000
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Assistance for Eastern Europe and the Baltic States

by Account, Program Objective, Program Area and Program Element
2006 CBJ 2007 CBJ | 2008 CBJ
Actual Estimate Request

4.1.1 Fiscal policy 8,315 5,092

4.1.2 Monetary policy - *
4.1.3 Program Support (Macro Econ) 725 * 908
4.2 Trade and Investment 3,710 * 4,475
4.2.1 Trade and Investment Enabling Environment 2,919 * 1,657
4.2.2 Trade and Investment Capacity 500 * 2,257
4.2.3 Program Support (Trade) 291 * 561
4.3 Financial Sector 8,215 * 6,705
4.3.1 Financial Sector Enabling Environment 6,206 * 5,198
4.3.2 Financial Services 1,385 * 682
4.3.3 Program Support (Financial Sector) 624 * 825
4.4 Infrastructure 7,926 * 24,700
4.4.1 Modern Energy Services 7,743 * 8,981
4.4.2 Communications Services - * 4,500
4.4.3 Transport Services - * 10,600
4.4.4 Program Support (Infrastructure) 183 * 619
4.5 Agriculture 14,270 * 11,400
4.5.1 Agricultural Enabling Environment 2,015 * 2,348
4.5.2 Agricultural Sector Productivity 9,933 * 7,757
4.5.3 Program Support (Agriculture) 2,322 * 1,295
4.6 Private Sector Competitiveness 81,960 * 35,647
4.6.1 Business Enabling Environment 14,782 * 6,040
4.6.2 Private Sector Productivity 55,764 * 22,311
4.6.3 Workforce Development 5,235 * 3,831
4.6.4 Program Support (Private Sector) 6,179 * 3,465
4.7 Economic Opportunity 11,708 * 15,550
4.7.1 Inclusive Financial Markets - * 951
4.7.2 Policy Environment for Micro and Small Enterprises 5,774 * 5,658
4.7.3 Strengthen Microenterprise Productivity 5,690 * 4,500
4.7.4 Inclusive Economic Law and Property Rights - * 2,970
4.7.5 Program Support (Econ Opportunity) 244 * 1,471
4.8 Environment 39 * 1,368
4.8.1 Natural Resources and Biodiversity - * 120
4.8.2 Clean Productive Environment 39 * 1,000
4.8.3 Program Support (Environment) - * 248
5 Humanitarian Assistance 200 * 6,000
5.1 Protection, Assistance and Solutions 200 * 1,700
5.1.1 Protection and Solutions - * 1,700

5.1.2 Crisis Assistance and Recovery 200 *
5.2 Disaster Readiness - * 2,200
5.2.1 Capacity Building, Preparedness, and Planning - * 1,300
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Assistance for Eastern Europe and the Baltic States

by Account, Program Objective, Program Area and Program Element
2006 CBJ 2007 CBJ | 2008 CBJ

Actual Estimate Request
5.2.2 Mitigation - * 900
5.3 3 Migration Management - * 2,100
5.3.2 Institutional Support and Capacity-building - * 1,890
5.3.3 Program Support (Migration) - * 210

Assistance for Eastern Europe and the Baltic States

by Country
2006 CBJ | 2007 CBJ 2008 CBJ
Actual Estimate  Request
SEED 357,390 269,200 289,322
Albania 24,750 * 16,200
Bosnia and Herzegovina 39,600 * 22,900
Bulgaria 20,100 *
Croatia 14,850 *
Kosovo 77,700 * 151,246
Macedonia 35,100 * 18,900
Montenegro 15,000 * 7,572
Romania 20,000 *
Serbia 69,450 * 51,300
Europe Regional 40,840 * 21,204
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Assistance for the Independent States of the Former Soviet Union

FY 2006 FY 2007 FY 2008

Actual Estimate Request
Assistance for the Independent States 508,860 435,480 351,585

($ in thousands)

The FY 2008 request of $351.6 million for FREEDOM Support Act (FSA) and Foreign
Assistance Act funding reflects the vital U.S. national interest in helping the independent states of
the former Soviet Union meet the transformational diplomacy goal by assisting them to advance
along the path toward becoming stable, pluralistic, and prosperous countries that can assist the
United States in combating transnational threats.

While FSA assistance has played a substantial role in supporting reform in Eurasia, dramatically
illustrated by the democratic breakthroughs in 2003-2005, a number of difficult challenges
remain across the range of foreign assistance objectives. FSA funding will support programs that
promote democratic and economic reform, fight transnational threats, improve health care and
education, and provide humanitarian assistance. The priority for FSA funding is supporting
countries at the forefront of democratic reform — Ukraine, Georgia, Moldova, and the Kyrgyz
Republic. Each of these countries has either qualified or is under consideration for receiving
Millennium Challenge Corporation (MCC) assistance. In these cases, FSA funding is focused to
complement MCC resources and maximize the impact of its development activities. Another
priority for FSA funding is democracy promotion assistance in countries that present democratic
challenges such as Russia, Belarus, and Uzbekistan.

IS (FSA) Funding Snapshot

e Ukraine -- $71.0 million to promote development of a democratic, prosperous, and
secure Ukraine fully integrated into the Euro-Atlantic community. FSA programs will
support civil society, the rule of law, justice sector reform, and anti-corruption efforts;
promote energy security; combat the HIV/AIDS epidemic; and improve health care.

e Georgia -- $50.5 million to help consolidate Georgia’s democratic and economic
reforms, address rural poverty, increase the country’s engagement with separatist regions,
and decrease its energy dependence on Russia.

e Russia -- $50.0 million to intensify support for civil society, independent media, the rule
of law, and human rights, with a focus on promoting a democratic presidential election in
2008. Funding will also combat HIV/AIDS, trafficking in persons, and other
transnational threats. Conflict mitigation programs in the North Caucasus will help stem
the spread of instability and development.

e Armenia -- $35.0 million to help implement economic and democratic reform and fight

corruption. FSA assistance will complement major MCC resources for agricultural
development.
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e Tajikistan -- $26.9 million to promote democratic and economic reform, fight infectious
diseases, combat extremism, improve education, and strengthen Tajikistan’s borders in
the face of an increasing flow of illegal drugs from Afghanistan.

e Kyrgyz Republic -- $23.8 million to help implement reforms that allow for sustained
progress and stability, including strengthening democratic institutions; addressing
corruption, economic development, and social issues; securing borders; and fighting drug
trafficking and infectious diseases.

e Regional FSA -- $22.2 million to support regional efforts to combat transnational threats,
promote cross-border economic and energy linkages, track country progress towards
transition goals, mitigate cross-border health problems, facilitate U.S. investment and
exports to the region, and contribute to regional organizations such as the Organization
for Security and Cooperation in Europe (OSCE).

e Azerbaijan -- $18 million to promote economic reforms that will enable Azerbaijan to
manage its energy resources transparently and support private enterprise development;
support law enforcement reform; strengthen borders; and encourage democratization,
including supporting a free and fair presidential election process in 2008.

Statement of Changes

The FY 2008 FSA request of $351.6 million is a 31 percent decrease from $508.9 million in FY
2006. FY 2006 was the last year of funding for economic programs in Russia. Across objectives,
the proportion of funding for Governing Justly and Democratically and Investing in People
increased from FY 2006 to FY 2008, a strategic shift of resources based on high economic
growth rates in some Eurasian countries, the importance of democracy promotion in the region,
and the re-focusing of economic assistance in Georgia and Armenia to complement MCC
resources.

Assistance for Independent States of the Former Soviet Union

by Account, Program Objective, Program Area and Program Element
2006 CBJ 2007 CBJ | 2008 CBJ
Actual Estimate Request

FSA 508,860 435,480 351,585

1 Peace & Security 98,137 * 66,110

1.1 Counter-Terrorism 495 * 7,700

1.1.3 Governments' Capabilities 421 * 7,625

1.1.4 Program Support (Counter-Terrorism) 74 * 75

1.2 Combating Weapons of Mass Destruction (WMD) 35,877 * 23,000

1.2.1 Counter WMD Proliferation and Combat WMD Terrorism 34,057 * 20,756

1.2.2 Program Support (WMD) 1,820 * 2,244

1.3 Stabilization Operations and Security Sector Reform 30,983 * 16,875

1.3.3 Destruction and Security of Conventional Weapons - * 1,206
1.3.4 Explosive Remnants of War (ERW) 400 *

1.3.6 Defense, Military, and Border Restructuring, Reform and Operations 6,944 * 4,916

1.3.7 Law Enforcement Restructuring, Reform and Operations 22,311 * 10,019

1.3.8 Program Support (Stabilization) 1,328 * 734
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Assistance for Independent States of the Former Soviet Union

by Account, Program Objective, Program Area and Program Element
2006 CBJ 2007 CBJ | 2008 CBJ
Actual Estimate Request

1.4 Counter-Narcotics 3,700 5,100

1.4.1 Eradication - * 294

1.4.3 Interdiction 3,641 * 3,796

1.4.4 Drug Demand Reduction - * 996

1.4.5 Program Support (Narcotics) 59 * 14

1.5 Transnational Crime 7,910 * 4,450

1.5.1 Financial Crimes and Money Laundering 343 * 969

1.5.2 Intellectual Property Theft, Corporate Espionage, and Cyber Security - * 331

1.5.3 Trafficking-in-Persons and Migrant Smuggling 6,076 * 3,016
1.5.4 Organized and Gang-related Crime 1,125 *

1.5.5 Program Support (Crime) 366 * 134

1.6 Conflict Mitigation and Reconciliation 19,172 * 8,985

1.6.1 Conflict Mitigation 4,037 * 3,224

1.6.2 Peace and Reconciliation Processes 2,975 * 2,570

1.6.3 Preventive Diplomacy 11,880 * 2,935

1.6.4 Program Support (Conflict) 280 * 256

2 Governing Justly & Democratically 165,346 * 128,440

2.1 Rule of Law and Human Rights 18,159 * 24,040

2.1.1 Constitutions, Laws, and Legal Systems - * 3,077

2.1.2 Judicial Independence 2,512 * 5,313

2.1.3 Justice System 10,866 * 10,489

2.1.4 Human Rights 3,699 * 4,129

2.1.5 Program Support (Rule of Law) 1,082 * 1,032

2.2 Good Governance 36,227 * 25,930

2.2.1 Legislative Function and Processes 4,235 * 3,856

2.2.2 Public Sector Executive Function 3,032 * 3,681

2.2.3 Local Government and Decentralization 20,211 * 9,614

2.2.4 Anti-Corruption Reforms 5,612 * 6,004

2.2.5 Governance of the Security Sector - * 710

2.2.6 Program Support (Governance) 3,137 * 2,065

2.3 Political Competition and Consensus-Building 21,949 * 24,280

2.3.1 Consensus-Building Processes 693 * 1,820

2.3.2 Elections and Political Processes 6,847 * 10,762

2.3.3 Political Parties 13,230 * 10,385

2.3.4 Program Support (Political Competition) 1,179 * 1,313

2.4 Civil Society 89,011 * 54,190

2.4.1 Civic Participation 63,442 * 35,156

2.4.2 Media Freedom and Freedom of Information 17,638 * 14,023

2.4.3 Program Support (Civil Society) 7,931 * 5,011

3 Investing in People 84,906 * 65,629

3.1 Health 69,463 i 52,379
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Assistance for Independent States of the Former Soviet Union

by Account, Program Objective, Program Area and Program Element
2006 CBJ 2007 CBJ | 2008 CBJ
Actual Estimate Request

3.1.1 HIVIAIDS 18,375 25,950
3.1.2 Tuberculosis 11,470 * 10,025

3.1.4 Avian Influenza 1,936 *
3.1.5 Other Public Health Threats 12,744 * 2,475
3.1.6 Maternal and Child Health 7,756 * 5,119
3.1.7 Family Planning and Reproductive Health 12,590 * 7,110
3.1.8 Water Supply and Sanitation 4,592 * 1,700
3.2 Education 5,577 * 7,750
3.2.1 Basic Education 1,463 * 4,850
3.2.2 Higher Education 4114 * 2,900
3.3 Social and Economic Services and Protection for Vulnerable 9,866 * 5,500

Populations

3.3.1 Policies, Regulations, and Systems 3,069 * 3,500
3.3.2 Social Services 5,811 * 1,700
3.3.3 Social Assistance 986 * 300
4 Economic Growth 144,959 * 80,006
4.1 Macroeconomic Foundation for Growth 15,634 * 4,990
4.1.1 Fiscal policy 12,348 * 3,028
4.1.2 Monetary policy 2,126 * 1,372
4.1.3 Program Support (Macro Econ) 1,160 * 590
4.2 Trade and Investment 14,425 * 11,350
4.2.1 Trade and Investment Enabling Environment 10,674 * 8,855
4.2.2 Trade and Investment Capacity 2,672 * 1,723
4.2.3 Program Support (Trade) 1,079 * 772
4.3 Financial Sector 22,265 * 8,125
4.3.1 Financial Sector Enabling Environment 9,924 * 4,769
4.3.2 Financial Services 11,134 * 2,824
4.3.3 Program Support (Financial Sector) 1,207 * 532
4.4 Infrastructure 20,810 * 14,825
4.4.1 Modern Energy Services 18,285 * 13,575
4.4.2 Communications Services 502 * 184

4.4.3 Transport Services 600 *
4.4.4 Program Support (Infrastructure) 1,423 * 1,066
4.5 Agriculture 32,717 * 16,937
4.5.1 Agricultural Enabling Environment 8,485 * 5,356
4.5.2 Agricultural Sector Productivity 22,254 * 11,310
4.5.3 Program Support (Agriculture) 1,978 * 271
4.6 Private Sector Competitiveness 26,286 * 18,704
4.6.1 Business Enabling Environment 13,308 * 12,354
4.6.2 Private Sector Productivity 8,362 * 3,188
4.6.3 Workforce Development 2,009 * 2,024
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Assistance for Independent States of the Former Soviet Union

by Account, Program Objective, Program Area and Program Element
2006 CBJ
Actual

2007 CBJ
Estimate

2008 CBJ
Request

4.6.4 Program Support (Private Sector) 2,607 1,138
4.7 Economic Opportunity 10,323 * 4,700
4.7.1 Inclusive Financial Markets 5,176 * 2,746
4.7.2 Policy Environment for Micro and Small Enterprises 1,296 * 968
4.7.3 Strengthen Microenterprise Productivity 2,671 * 694
4.7.4 Inclusive Economic Law and Property Rights * 100
4.7.5 Program Support (Econ Opportunity) 1,180 * 192
4.8 Environment 2,499 * 375
4.8.1 Natural Resources and Biodiversity 1,746 *
4.8.2 Clean Productive Environment 615 *
4.8.3 Program Support (Environment) 138 * 375
5 Humanitarian Assistance 15,512 * 11,400
5.1 Protection, Assistance and Solutions 15,512 * 11,400
5.1.1 Protection and Solutions * 4,200
5.1.2 Crisis Assistance and Recovery 14,802 * 6,430
5.1.3 Program Support (Protection) 710 * 770

Assistance for Independent States of the Former Soviet Union

by Country

2006 CBJ 2007 CBJ 2008 CBJ

Actual Estimate Request
FSA 508,860 435,480 351,585
Armenia 69,000 * 35,000
Azerbaijan 34,205 * 18,000
Belarus 11,484 * 10,000
Georgia 67,780 * 50,500
Kazakhstan 24,750 * 14,397
Kyrgyz Republic 29,029 * 23,815
Moldova 17,820 * 13,300
Russia 80,200 * 50,000
Tajikistan 23,760 * 26,880
Turkmenistan 4,950 * 5,500
Ukraine 82,160 * 71,000
Uzbekistan 17,820 * 8,474
Eurasia Regional 44,199 * 22,219
Central Asia Regional 1,703 * 2,500
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Child Survival and Health Programs Fund

FY 2006 FY 2007 FY 2008

Actual Estimate Request
Child Survival and Health Programs Fund 1,591,425 1,518,359 1,564,279

($ in thousands)

The FY 2008 request of $1.56 billion for the Child Survival and Health Programs Fund (CSH)
reflects the President’s continuing commitment to improve interventions that address critical
health, HIV/AIDS, malaria, nutrition and family planning needs worldwide. Programs expand
basic health services and strengthen national systems to significantly improve people’s health,
especially that of women, children, and other vulnerable populations.

CSH funds are focused on countries where impact will be maximized based on the country’s
complete development picture, including consideration of health indicators, host country
absorptive capacity, the totality of USG resources in country, and the work of other donors in
country. Allocation decisions were planned in collaboration with the Office of the Global AIDS
Coordinator in order to maximize complementarity with health interventions requested under the
Global HIV/AIDS Initiative account.

CSH funding snapshot

Country levels:
Sub-Saharan Africa

o Nigeria -- $31.3 million for tuberculosis, malaria, maternal and child health, family
planning and reproductive health.

e Malawi -- $27.7 million for HIV/AIDS, tuberculosis, malaria, maternal and child health,
family planning and reproductive health.

e Democratic Republic of the Congo -- $26.9 million for HIVV/AIDS, tuberculosis, malaria,
maternal and child health, family planning and reproductive health.

e Ethiopia -- $25.5 million for tuberculosis, malaria, maternal and child health, family
planning and reproductive health.

e Tanzania -- $22.1 million for tuberculosis, malaria, maternal and child health, family
planning and reproductive health.

e Uganda -- $20.9 million for tuberculosis, malaria, maternal and child health, family
planning and reproductive health.

e Ghana -- $18.2 million for HIV/AIDS, malaria, maternal and child health, family
planning and reproductive health and other public health threats.
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e Zimbabwe -- $18.0 million for HIVV/AIDS, family planning and reproductive health.

e Kenya -- $17.0 million for tuberculosis, malaria, maternal and child health, family
planning and reproductive health.

e Mozambique -- $15.7 million for tuberculosis, malaria, maternal and child health, family
planning and reproductive health.

e Angola -- $15.4 million for HIV/AIDS, malaria, maternal and child health, family
planning and reproductive health.

East Asia & Pacific
e |ndonesia -- $32.1 million for HIV/AIDS, tuberculosis, maternal and child health.

e Cambodia -- $24.7 million for HIV/AIDS, tuberculosis, maternal and child health, family
planning and reproductive health and other public health threats.

e Philippines -- $17.5 million for HIV/AIDS, tuberculosis, maternal and child health,
family planning and reproductive health.

South and Central Asia

e Afghanistan -- $65.9 million for tuberculosis, maternal and child health, family planning
and reproductive health, and other public health threats.

¢ India -- $62.2 million for HIV/AIDS, tuberculosis, maternal and child health, family
planning and reproductive health.

e Pakistan -- $39.8 million for HIVV/AIDS, tuberculosis, maternal and child health, family
planning and reproductive health, water supply and sanitation.

e Bangladesh -- $39.6 million for HI\VV/AIDS, tuberculosis, maternal and child health,
family planning and reproductive health.

e Nepal -- $18.0 million for HIVV/AIDS, maternal and child health, family planning and
reproductive health and other public health threats.

Near East

e Jordan -- $21.3 million for HIV/AIDS, maternal and child health, family planning and
reproductive health, and water supply and sanitation.

Western Hemisphere

o Haiti -- $18.0 million for HIV/AIDS, tuberculosis, maternal and child health, family
planning and reproductive health.
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Technical Areas:

e $385.0 million for malaria programs, supporting the President’s Malaria Initiative that
will be expanded from seven to fifteen high-burden countries in FY2008 (Funding for
this area is also requested in the following accounts: $2.5 million ESF).

e $314.3 million for HIV/AIDS programs to focus on prevention, care, and treatment
efforts, and the support of children affected by AIDS in 99 countries (Funding for this
area is also requested in the following accounts: $26.0 million is FSA, and $6.0 million
ESF).

e $345.6 million for Child Survival and Maternal Health programs (Funding for this
area is also requested in other accounts: $123.0 million I0&P, $113.4 million P.L. 480,
$20.7 million ESF, $5.1 million FSA, and $0.7 million SEED).

e $301.7 million for Family Planning and Reproductive Health programs (Funding for
this area is also requested in the following accounts: $14.3 million ESF, $7.1 million
FSA, $1.7 million SEED).

e $100 million to support programs that contain or prevent an avian influenza pandemic.

¢ $79.4 million for programs to combat tuberculosis, which is a serious and common co-
infection for HIV-infected individuals (Funding for this area is also requested in the
following accounts: $10.0 million IS, $0.5 million ESF).

e $34.2 million for other public health threats, including water supply and sanitation
(Funding for this area is also requested in the following accounts: $91.0 million ESF,
$22.6 million DA, $7.3 million AEEB, $4.2 million FSA).

Statement of Changes

The FY 2008 request is a decrease of 17 percent from FY 2006 CSH family planning and
reproductive health levels, reflecting significant successes that have been achieved after 40 years
of worldwide family planning efforts. FY 2008 funds are targeted to Africa, where significant
family planning needs remain. The decision to decrease funds to this sector was “demand-
driven,” that is, identified by interagency teams, with input from field Missions. In FY 2008, a
$300 million contribution to the Global Fund for AIDS, Tuberculosis and Malaria is requested
within the Department of Health and Human Services/National Institutes of Health budget.

The funding request for malaria in FY 2008 increases by $285 million over FY 2006 $100 million
levels. The increased request will fund assistance for all 15 targeted countries under the
President’s Malaria Initiative as well as ongoing bilateral programs worldwide. While first
funded in a FY 2006 supplemental, continued funding is needed to respond to avian influenza
outbreaks which have expanded from a concentration in Southeast Asia to a total of 53 countries
across Eurasia, Middle East, Africa, as well as Southeast Asia.
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Child Survival and Health Programs Fund

by Account, Program Area and Program Element

2006 CBJ | 2007 CBJ 2008 CBJ
Actual Estimate Request

CSH| 1591425 1,564,279
3.1 Health 1,501,425 1,518,359 1,560,279
3.1.1 HIV/IAIDS 1,576,202 * 314,278
3.1.2 Tuberculosis 594,000 * 79,420
3.1.3 Malaria 81,776 * 385,005
3.1.4 Avian Influenza 98,900 * 100,000
3.1.5 Other Public Health Threats 265 * 24,106
3.1.6 Maternal and Child Health 40,592 * 345,593
3.1.7 Family Planning and Reproductive Health 365,145 * 301,728
3.1.8 Water Supply and Sanitation 393,524 * 10,149
3.3 Social and Economic Services and Protection for Vulnerable 2,000 * 4,000
Populations
3.3.2 Social Services 15,223 *
3.3.3 Social Assistance 12,623 * 4,000
5.2 Disaster Readiness 200 *
5.2.2 Mitigation 188 *
5.2.3 Program Support (Disaster Readiness) 12 *

Child Survival and Health Programs Fund

by Account and Country

2006 CBJ 2007 CBJ 2008 CBJ

Actual Estimate Request
CSH 1,591,425 1,518,359 1,564,279
Afghanistan 41,449 * 65,900
Angola 13,634 * 15,400
Bangladesh 31,509 * 39,615
Belize - *
Benin 7,606 * 8,100
Bolivia 17,233 * 11,500
Brazil 3,605 * 2,000
Burma - * 1,040
Burundi 2,570 * 6,000
Cambodia 28,556 * 24,700
Cameroon - * 1,000
China - * 7,290
Costa Rica - *
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Child Survival and Health Programs Fund

by Account and Country

2006 CBJ 2007 CBJ 2008 CBJ

Actual Estimate Request
Democratic Republic of the Congo 23,537 * 26,850
Djibouti - * 1,240
Dominican Republic 12,721 * 7,500
Ecuador - *
El Salvador 8,144 * 6,000
Ethiopia 30,692 * 25,500
Ghana 18,157 * 18,200
Guatemala 12,040 * 12,500
Guinea 7,001 * 6,500
Haiti 19,801 * 18,000
Honduras 13,140 * 10,600
India 52,815 * 62,200
Indonesia 28,017 * 32,060
Jamaica 4,472 * 1,221
Jordan - * 21,350
Kenya 17,840 * 16,950
Laos - * 1,051
Lesotho - * 7,500
Liberia 2,867 * 10,800
Madagascar 11,526 * 11,500
Malawi 21,125 * 27,700
Mali 16,554 * 13,845
Mexico 3,990 * 2,500
Mozambique 17,262 * 15,650
Namibia 1,168 * 1,200
Nepal 18,613 * 17,985
Nicaragua 7,699 * 7,500
Nigeria 21,544 * 31,300
Pakistan 22,757 * 39,800
Papua New Guinea - * 2,080
Paraguay 2,884 * 1,300
Peru 14,213 * 12,000
Philippines 24,651 * 17,510
Russia 2,970 *
Rwanda 7,284 * 8,702
Senegal 14,001 * 12,300
Sierra Leone - *
Somalia - * 1,000
South Africa 5,070 * 3,500
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Child Survival and Health Programs Fund

by Account and Country

2006 CBJ 2007 CBJ 2008 CBJ

Actual Estimate Request
Sudan 19,000 *
Swaziland - * 7,500
Tanzania 21,954 * 22,100
Thailand - * 1,040
Uganda 20,648 * 20,900
Ukraine 2,176 *
West Bank and Gaza - * 10,000
Yemen - * 4,383
Zambia 16,004 * 10,770
Zimbabwe 10,973 * 18,010
Democracy, Conflict, and Humanitarian Assistance (DCHA) 2,970 * 3,000
Global Development Alliances (GDA) 300 *
Global Health 320,387 * 438,619
Avian Influenza - * 100,000
International Partnerships 452,319 * 97,108
Policy and Program Coordination 2,574 *
Africa Regional 28,204 * 88,730
Asia and Near East Regional 6,386 * 2,870
Caribbean Regional 6,435 * 5,000
Central America Regional 6,167 * 4,000
Central Asia Regional 1,238 *
East Africa Regional 10,098 * 5,760
Latin America and Caribbean Regional 8,317 * 6,200
Regional Development Mission / Asia 18,941 * 8,850
Southern Africa Regional 7,401 * 2,000
West Africa Regional 18,216 * 11,500
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Development Assistance

FY 2006 FY 2007 FY 2008

(¥ in thousands) Actual Estimate Request
Development Assistance 1,508,760 1,508,000 1,041,248

The FY 2008 request of $1.04 billion for Development Assistance will focus on programs to
promote transformational diplomacy in Developing and Transforming countries. The request
level in FY 2008 reflects the intent to limit the use of DA in Rebuilding and Restrictive countries
where special economic, political, and security circumstances are better served through the use of
ESF. Funds will be focused on demand-driven interventions that address critical barriers to
sustainable progress, including basic education, foundations for equitable economic growth, and
natural resources management. In addition, funds are targeted to help government and civil
society strengthen their institutions to qualify for additional resources, such as merit-based grants
offered through MCC compact and threshold funds.

DA funds will also support, to a limited degree, programs in Rebuilding states that enhance
stability and develop key institutional capacities for lasting recovery, as well as global issues and
concerns related to sustainable development. DA funds will be allocated on a limited basis to
Sustaining Partnership countries, which are characterized as states with upper-middle income.

DA funding snapshot

Note that the figures below do not represent the totality of USG assistance in these sectors.
Additional resources for these sectors are funded from other accounts.

Country Levels:

Sub-Saharan Africa

o Ethiopia -- $39.8 million for programs focused on investing in people, economic growth,
and governing justly and democratically.

¢ Nigeria -- $31.4 million to advance the rule of law through democracy and governance
programs, promote basic education, and increase economic growth.

e Uganda -- $29.5 million to support peace and security programs, basic education, and
economic growth with a focus on agriculture.

e Kenya -- $28.3 million for programs in democracy and governance, basic education, and
economic growth.

e Mozambique -- $22.0 million for economic growth, with a focus on improving
agricultural productivity, and democracy and governance.

e Senegal -- $17.9 million for conflict mitigation and reconciliation, basic education, and
environment programs.
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e Zambia -- $17.0 million for programs focused primarily on basic education and
economic growth.
e Burundi -- $17.0 million for programs focused on good governance, strengthening civil
society and improving economic growth.
East Asia & Pacific

¢ Indonesia -- $61.0 million to support a major basic education initiative, water supply and
sanitation, and natural resources programs.

e Philippines -- $22.9 million to support critical investments in economic growth and basic
education.

South and Central Asia

e Bangladesh -- $39.7 million for programs focused primarily in good governance,
political competition and consensus building, basic education and economic growth.

e Pakistan -- $18.0 million for economic growth programs, focusing on improving private
sector competitiveness.

Western Hemisphere

e Bolivia -- $39.0 million for programs focused on governing justly and democratically,
economic growth and education.

e Honduras -- $16.7 million for programs focused on good governance, trade and
investment and education.

Technical Areas:

e  $215.0 million for education programs that promote equitable access to quality basic
education and strengthen public and private higher education institutions.

e $209.9 million for democracy and governance programs that support free and fair
elections, encourage open and competitive political and electoral processes, promote the rule
of law and respect for human rights, develop civil societies, encourage anti-corruption
reforms, and promote more transparent and accountable government.

o  $162.2 million for agriculture and natural resources management programs, including
the President’s Initiative to End Hunger in Africa, that reform and strengthen agricultural
market systems, improve agricultural productivity, and support sustainable natural resources
management.

e  $112.2 million for environment to support programs that address global climate change,

protect biodiversity and implement the President’s Initiative Against Illegal Logging through
programs such as the Congo Basin Forest Partnership.
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e  $87.0 million for trade and investment programs to promote stronger linkages between
trade and development by increasing the capacity of developing countries to participate in
and benefit from trade and investment.

e  $69.1 million for private sector competitiveness economic growth programs that work to
strengthen private markets, providing economic opportunity for the rural and urban poor,
and supporting access to clean energy, environmentally sound urbanization, and micro-
enterprise development.

Statement of Changes

The FY 2008 DA budget represents a $467.5 million strategic decrease from FY 2006 enacted
levels. The reform process sought to maximize the use of account authorities in support of
effective implementation of foreign assistance programs. In congruence with this principle, DA,
which has the intent of supporting poor countries that demonstrate performance has been
prioritized to Developing and Transforming countries with 57 percent of DA resources allocated
to these categories. Economic Support Funds (ESF) focus on economic support under special
economic, political, or security conditions. ESF, therefore, was prioritized to support activities
for countries in the Rebuilding and Restrictive countries with 52 percent of ESF resources
allocated to these categories. DA funds will be allocated on an extremely limited basis to
Sustaining Partnership countries, which are characterized as states with upper-middle income.

The programs that DA has traditionally supported which focus on long-term, sustainable
development progress and poverty alleviation are being funded at higher levels in FY 2008 than
in FY 2006. Together, the three objectives targeted to achieving long-term development progress
(Governing Justly and Democratically, Investing in People, and Economic Growth) account for
54 percent of total resources in FY 2008, compared to 51 percent in FY 2006. When MCC
resources are considered, investments in these objectives increase from 51 percent in FY 2006 to
57 percent in FY 2008.
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Development Assistance (DA)

by Account, Program Area and Program Element

2006 CBJ | 2007 CBJ 2008 CBJ
Actual Estimate Request

DA 1,508,760 1,508,000 1,041,248

1.1 Counter-Terrorism 7,092 * 15,750

1.1.2 De-Legitimize Terrorist Ideology 5,953 * 13,658

1.1.3 Governments’ Capabilities - * 875

1.1.4 Program Support (Counter-Terrorism) 1,139 * 1,217

1.3 Stabilization Operations and Security Sector Reform 4,301 * 8,500
1.3.1 Operations Support 1,000 * 1,200

1.3.2 Disarmament, Demobilization & Reintegration (DDR) 3,142 * 5,180
1.3.5 Immediate Protection of Civilians in Conflict - * 1,900
1.3.8 Program Support (Stabilization) 159 * 220

1.4 Counter-Narcotics 10,936 * -

1.4.2 Alternative Development and Alternative Livelihoods 10,800 * -
1.4.5 Program Support (Narcotics) 136 * -

1.5 Transnational Crime 6,836 * 6,000

1.5.1 Financial Crimes and Money Laundering 300 * -

1.5.3 Trafficking-in-Persons and Migrant Smuggling 5,453 * 4,797
1.5.5 Program Support (Crime) 1,083 * 1,203

1.6 Conflict Mitigation and Reconciliation 18,104 * 27,860

1.6.1 Conflict Mitigation 8,150 * 15,518

1.6.2 Peace and Reconciliation Processes 4,920 * 9,528

1.6.3 Preventive Diplomacy 1,603 * -

1.6.4 Program Support (Conflict) 3,431 * 2,814

2.1 Rule of Law and Human Rights 31,143 * 42,032

2.1.1 Constitutions, Laws, and Legal Systems 600 * 460

2.1.2 Judicial Independence 2,310 * 4,002

2.1.3 Justice System 15,940 * 26,000

2.1.4 Human Rights 8,517 * 7,012

2.1.5 Program Support (Rule of Law) 3,776 * 4,558

2.2 Good Governance 86,546 * 86,167

2.2.1 Legislative Function and Processes 8,088 * 10,420

2.2.2 Public Sector Executive Function 6,625 * 10,296

2.2.3 Local Government and Decentralization 39,759 * 34,602

2.2.4 Anti-Corruption Reforms 15,533 * 21,730

2.2.5 Governance of the Security Sector 850 * 820

2.2.6 Program Support (Governance) 15,691 * 8,299

2.3 Political Competition and Consensus-Building 32,623 * 30,826
2.3.1 Consensus-Building Processes 3,185 * 5,208

2.3.2 Elections and Political Processes 20,693 * 14,574
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Development Assistance (DA)
by Account, Program Area and Program Element

2006 CBJ | 2007 CBJ 2008 CBJ
Actual Estimate Request

2.3.3 Political Parties 6,537 7,227
2.3.4 Program Support (Political Competition) 2,208 * 3,817
2.4 Civil Society 51,917 * 48,972
2.4.1 Civic Participation 40,529 * 36,570
2.4.2 Media Freedom and Freedom of Information 7,160 * 6,280
2.4.3 Program Support (Civil Society) 4,228 * 6,122
3.1 Health 44,187 * 22,556
3.1.1 HIV/IAIDS 400 *
3.1.3 Malaria 187 *
3.1.4 Avian Influenza 120 *
3.1.5 Other Public Health Threats 7,832 * 6,000
3.1.6 Maternal and Child Health 250 *
3.1.8 Water Supply and Sanitation 35,398 * 16,556
3.2 Education 402,938 * 215,045
3.2.1 Basic Education 360,114 * 193,570
3.2.2 Higher Education 48,824 * 21,475
3.3 Social and Economic Services and Protection for Vulnerable 26,010 * 14,380
Populations
3.3.1 Policies, Regulations, and Systems 500 * 3,670
3.3.2 Social Services 22,840 * 10,710
3.3.3 Social Assistance 2,670 *
4.1 Macroeconomic Foundation for Growth 6,669 * 4,025
4.1.1 Fiscal policy 3,575 * 1,900
4.1.2 Monetary policy 100 * 450
4.1.3 Program Support (Macro Econ) 2,994 * 1,675
4.2 Trade and Investment 90,254 * 88,268
4.2.1 Trade and Investment Enabling Environment 37,588 * 36,129
4.2.2 Trade and Investment Capacity 42,716 * 43,774
4.2.3 Program Support (Trade) 9,950 * 8,365
4.3 Financial Sector 30,226 * 9,301
4.3.1 Financial Sector Enabling Environment 5,690 * 3,478
4.3.2 Financial Services 22,002 * 4,528
4.3.3 Program Support (Financial Sector) 2,534 * 1,295
4.4 Infrastructure 114,194 * 31,734
4.4.1 Modern Energy Services 34,744 * 12,394
4.4.2 Communications Services 5,285 * 6,286
4.4.3 Transport Services 60,316 * 6,999
4.4.4 Program Support (Infrastructure) 13,849 * 6,055
4.5 Agriculture 204,743 * 169,858
4.5.1 Agricultural Enabling Environment 36,599 * 43,402
4.5.2 Agricultural Sector Productivity 147,993 * 110,123
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Development Assistance (DA)
by Account, Program Area and Program Element

2006 CBJ | 2007 CBJ 2008 CBJ
Actual Estimate Request

4.5.3 Program Support (Agriculture) 20,151 16,333

4.6 Private Sector Competitiveness 50,119 * 64,665

4.6.1 Business Enabling Environment 13,249 * 21,552

4.6.2 Private Sector Productivity 25,624 * 27,441

4.6.3 Workforce Development 5,695 * 10,374

4.6.4 Program Support (Private Sector) 5,551 * 5,298

4.7 Economic Opportunity 59,774 * 31,015

4.7.1 Inclusive Financial Markets 12,007 * 3,993

4.7.2 Policy Environment for Micro and Small Enterprises 2,032 * 3,466
4.7.3 Strengthen Microenterprise Productivity 29,731 * 12,449
4.7.4 Inclusive Economic Law and Property Rights 5,991 * 4,863
4.7.5 Program Support (Econ Opportunity) 10,013 * 6,244

4.8 Environment 198,986 * 111,174

4.8.1 Natural Resources and Biodiversity 156,503 * 81,561

4.8.2 Clean Productive Environment 14,778 * 10,203

4.8.3 Program Support (Environment) 27,698 * 19,410

5.1 Protection, Assistance and Solutions 4,991 * 5,970

5.1.2 Crisis Assistance and Recovery 1,920 * 2,108

5.1.3 Program Support (Protection) 3,071 * 3,862

5.2 Disaster Readiness 19,821 * 7,150

5.2.1 Capacity Building, Preparedness, and Planning 18,510 * 6,930
5.2.2 Mitigation 940 * 90

5.2.3 Program Support (Disaster Readiness) 371 * 130

Development Assistance

by Country
2006 CBJ 2007 CBJ 2008 CBJ
Actual Estimate Request
DA| 1,508,760 1,508,000 1,041,248
Afghanistan 174,021 *
Angola 5,468 * 12,750
Bangladesh 10,889 * 39,650
Belize - * 200
Benin 4,378 * 2,724
Bolivia 10,091 * 39,000
Brazil 2,899 *
Burma - * 800
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Development Assistance

by Country
2006 CBJ 2007 CBJ 2008 CBJ
Actual Estimate Request

Burundi 2,917 17,000
Cambodia 5,483 * 1,056
Chad - * 200

China 4,950 *

Cuba 1,984 *
Democratic Republic of the Congo 21,447 * 6,000
Djibouti - * 2,000
Dominican Republic 7,835 * 11,100
Ecuador 6,578 * 7,010
El Salvador 24,165 * 11,475
Ethiopia 31,910 * 39,815

Georgia 100 *
Ghana 27,354 * 14,700
Guatemala 10,504 * 7,500
Guinea 9,140 * 5,543
Guinea-Bissau - * 600
Guyana 3,920 * 4,305
Haiti 29,700 * 14,806
Honduras 20,604 * 16,731
India 19,700 * 900
Indonesia 33,199 * 60,950
Jamaica 7,821 * 7,391
Kenya 21,615 * 28,300

Lebanon 2,000 *

Liberia 23,726 *
Madagascar 10,266 * 6,600
Malawi 18,632 * 13,600
Mali 15,349 * 12,985
Mauritania - * 1,520
Mauritius - * 190

Mexico 11,357 *
Morocco 8,284 * 6,000
Mozambique 13,407 * 21,985
Namibia 7,079 * 3,025
Nepal 8,393 * 4,000
Nicaragua 22,169 * 13,700
Niger - * 3,405
Nigeria 12,488 * 31,400
Pakistan 26,990 * 18,000

Panama 200 *
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Development Assistance

by Country
2006 CBJ 2007 CBJ 2008 CBJ
Actual Estimate Request
Paraguay 4,385 4,700
Peru 9,369 * 11,224
Philippines 24,212 * 22,900
Rwanda 7,257 * 7,100
Senegal 25,909 * 17,900
Sierra Leone 3,756 * 4,000
Somalia 7,912 * 9,000
South Africa 25,662 * 3,000
Sri Lanka 3,705 * 4,000
Sudan 70,000 *
Suriname - * 200
Tanzania 12,617 * 12,950
Togo - * 120
Uganda 23,414 * 29,500
Venezuela - * 3,000
Vietnam 3,818 *
Zambia 27,972 * 17,023
Zimbabwe 3,601 * 3,000
Democracy, Conflict, and Humanitarian Assistance (DCHA) 107,564 * 62,050
Economic Growth, Agriculture and Trade 165,998 * 104,300
Global Development Alliances 11,880 * 7,500
Legislative & Public Affairs 1,801 *
Policy and Program Coordination 6,873 *
Africa Regional 68,949 * 91,450
Asia and Near East Regional 11,268 * 7,395
Caribbean Regional 4,891 * 4,310
Central Africa Regional 17,500 * 11,300
Central America Regional 10,665 * 6,700
East Africa Regional 20,299 * 18,560
Latin America and Caribbean Regional 71,738 * 32,200
RDM-Asia 14,058 * 11,550
South America Regional 1,485 * 1,500
South Asia Regional 4,941 * 2,700
Southern Africa Regional 16,799 * 12,600
West Africa Regional 39,450 * 28,600
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Development Credit Authority

FY 2006 FY 2007 FY 2008
Actual Estimate Request

($ in thousands)

Development Credit Authority — Administrative 7,020 3,469 7,400
EXxpenses
Development Credit Authority — Transfer Authority 21,000 - 21,000

The FY 2008 request includes $21 million in transfer authority to provide loan guarantees in all
regions and sectors. The Development Credit Authority (DCA) uses credit to leverage private
capital in host countries for critical development interventions.

Up to $5 million of this transfer authority will support the Africa Housing and Infrastructure
Facility (AHIF). This innovative credit facility will use DCA transfer authority to support the
subsidy cost of partial guarantees for private sector financing of water, infrastructure, and housing
projects in Africa. The AHIF will also be used to support the Presidential Water for the Poor
Initiative. In addition, USAID will use up to $1 million in AHIF transfers to fund project
development costs.

The request also includes $7.4 million for credit administrative costs. In accordance with the
Federal Credit Reform Act of 1990, this will fund the total cost of development, implementation,
and financial management of the DCA program, as well as the continued administration of the
Agency’s legacy credit portfolios which amount to more than $22 billion.

The sound management and equitable access to water, forest, coast and biological resources is
essential to sustainable economic development and a healthy environment. Recognizing this, the
USG has endeavored to implement strategies that reflect the intrinsic linkages connecting healthy
ecosystems to sustainable economies, good governance, and equitable and just societies. As a
demand-driven initiative, committed to developing and partnering with the indigenous private
sector, the DCA is uniquely able to promote the kinds of partnerships that enhance the
sustainability of water and environmental interventions. In FY 2008, therefore, DCA intends to
focus on projects related to water infrastructure and the environment in order to demonstrate the
viability of transformational investing in these critical areas.
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Economic Support Fund

FY 2006 FY 2007 FY 2008
Actual Estimate Request
Economic Support Fund 2,616,075 2,603,540 3,319,567

($ in thousands)

The President requests $3.32 billion for the Economic Support Fund (ESF). Part Il, Chapter 4,
section 531 of the Foreign Assistance Act (FAA) recognizes that under special economic,
political, or security conditions, the national interests of the U.S. may require economic support
for countries in amounts that could not be justified under Development Assistance (DA). The
FAA authorizes the President to “furnish assistance to countries and organizations, on such terms
and conditions as he may determine, in order to promote economic or political stability.”

Rebuilding and Developing countries require ESF resources to create the stable environment
necessary for the country to address the needs of its people and contribute productively to the
international community. ESF focus on economic support under special economic, political, or
security conditions. ESF, therefore, was prioritized to support activities for countries in the
Rebuilding, Developing and Restrictive categories, even when some of those are development
activities. ESF funds are highly concentrated in these categories at 89 percent. Among other
priorities, programs funded with ESF resources provide assistance to allies in the global war on
terror, help countries provide basic education and health services to their populations, aid
countries in their transition to democracy, support the Middle East peace process, and finance
economic stabilization programs.

ESF funding snapshot

Sub-Saharan Africa -- $374.3 million for programs that support reconstruction, recovery and
economic growth in key African countries.

e Sudan -- $245.9 million to support implementation of the Comprehensive Peace Agreement
and ensure a full transition to a just peace. A portion will support the resolution of conflict in
Darfur and eastern Sudan and the implementation of the Darfur Peace Agreement.

e Liberia -- $73.5 million for a broad range of programs supporting the recovery from years of
civil unrest.

e Democratic Republic of the Congo -- $29.0 million to support the development of the DRC’s
nascent democratic institutions following the successful Presidential elections held in 2006.

East Asia and the Pacific -- $152.7 million to strengthen democracy and economic development
in the region.

e Indonesia -- $60.0 million for peace and reconciliation efforts in Aceh and Papua, democracy
and governance and trade and investment.
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e Philippines -- $26.0 million for conflict mitigation activities in Mindanao and strengthening
democratic and economic institutions.

e State EAP Regional -- $25.8 million for commitments under the South Pacific Fisheries
Treaty and a variety of additional regional programs that reinforce U.S. relations with the
EAP region.

Europe and Eurasia -- $12.9 million for programs that promote peace and reconciliation and
contribute to the stability of the region.

e Cyprus -- $11.0 million to support the peace process and eventual reunification of the island.
Funding will also support activities to strengthen the Turkish Cypriot economy and economic
integration of the island.

Near East -- $1.26 billion to encourage democratic reform and political institution building in the
Middle East and to target the economic despair and lack of opportunity exploited by extremists.

e Egypt -- $415.0 million to support important reforms in economic growth and governance,
the justice sector, civil society and independent media, maternal and child health, and basic
and higher education.

o Iraq -- $298.0 million to stabilize strategic Iraqgi cities through rehabilitation of community
infrastructure, job training and vocational education, youth programs, and micro-loans. In
addition, the U.S. seeks to improve local and provincial governance through projects directed
by Provincial Reconstruction Teams, while continuing governance reforms at the national
level.

e Jordan -- $263.5 million to provide budget support to the Jordanian government and to
support democratization, accessibility of education and health care, and judicial reform.

e Iran -- $75.0 million to support the aspirations of the Iranian people for a democratic and
open society by promoting civil society, civic participation, media freedom and freedom of
information.

e The Middle East Partnership Initiative (MEPI) -- $75.0 million to sustain the momentum for
democratic reform in the Middle East by encouraging political, economic and educational
change and the empowerment of women.

e West Bank and Gaza -- $63.5 million to promote good governance, bolster the justice system,
foster the growth of political parties, support local government and investments in public
health, basic education and micro-enterprise.

e Lebanon -- $42.1 million to support Lebanon’s democratic traditions by establishing credible,
transparent governing institutions, fostering human rights, supporting civil society
organizations, and improving educational and economic opportunities among the Lebanese
people. Certain funds will be targeted to securing Lebanon’s water resources, reducing the
ability of Hizbollah to make water an issue that divides the populace and erodes support for
the current Government.
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e Morocco -- $15.5 million to support good governance, civil society and political competition.
Funds will also provide functional literacy training for women, skills training for increased
employability and promotion of foreign direct investment.

South Asia -- $1.08 billion for economic reconstruction and development, earthquake
reconstruction, demobilization, democracy building, education, training, and public diplomacy
programs.

e Afghanistan -- $693.0 million focusing on funding of roads and other critical infrastructure,
such as power generation and transmission, particularly in the South and East; alternative
livelihoods support in rural areas to reduce poppy cultivation; Provincial Reconstruction
Team projects to extend reconstruction into difficult areas; and capacity-building of the
central government to deliver basic services, pay salaries and extend its authority to the
provinces. Funds will also support critical economic development activities in the border
area with Pakistan.

o Pakistan -- $382.9 million, including budget support, to be monitored by the Shared
Obijectives Process and for social sector programs such as education reform, expansion of
basic health services for women and children, accountable and participatory democratic
governance, and expansion of economic opportunities. The funds will also help invigorate
Pakistan’s new Federally Administered Tribal Areas Sustainable Development Plan to assure
basic human services are on par with the rest of the country to minimize the appeal of joining
the insurgency. $50 million supports the U.S. pledge for earthquake reconstruction projects.

Western Hemisphere -- $363.7 million to bolster security, strengthen democratic institutions,
promote prosperity and invest in people.

e Colombia -- $139.5 million in alternative development to help Colombia consolidate and
extend improvements in its democratic institutions, promote respect for human rights and the
rule of law, foster socio-economic development, address humanitarian needs, and counter
threats to democracy posed by narcotics trafficking and terrorism.

o Haiti -- $63.4 million for key support to the new government, the Haitian National Police,
justice system reform, anti-corruption efforts, trafficking in persons and the protection of
human rights.

o Cuba -- $45.7 million to further implement program recommendations from the Committee
to Assist a Free Cuba Il, including strengthening civil society.

e Peru -- $30.0 million to support alternative development. Funds will also finance training
and technical assistance for regional and local governments and community organizations in
seven states (the coca source zone).

e Western Hemisphere Regional -- $28.2 million for trade capacity building congruent with
implementation of CAFTA, for Third Border Initiative to improve the secure flow of people,
goods, and services from and within the Caribbean, and support for Summit of the Americas
deliverables.

e Bolivia -- $17.0 million to support alternative development that will help reinforce
democratic stability.
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ESF Global Programs -- $76.0 million

e Asia-Pacific Partnership on Clean Development and Climate -- $26.0 million to support and
promote clean development, enhance energy security, catalyze economic growth, and address
climate change.

e Human Rights and Democracy Fund -- $35.0 million for programs that promote democratic
reform and result in greater political pluralism and respect for fundamental freedoms;
promote the protection and enforcement of legal rights and an independent judiciary; increase
popular participation in government; and develop civil society in China.

e Oceans, Environment and Science Partnerships -- $8.3 million to promote cooperation and
build global capacity for sound stewardship of environmental and natural resources in concert
with global economic growth and social development.

e Trafficking in Persons -- $6.7 million to promote the rule of law, in particular to help draft
legislation, train law enforcement, and encourage governments to develop or expand
comprehensive assistance to victims. FY 2008 funds will support anti-trafficking efforts in
new Tier 3 and Tier 2 countries identified in the 2007 and 2008 Trafficking in Persons
Reports.

Statement of Changes

Funding for ESF has increased by 27 percent over the FY 2006 level of $2.6 billion. This
increase represents the strategic shift to prioritize ESF in Rebuilding and Restrictive countries
with 52 percent of ESF resources allocated to these categories. This also reflects a shift of $192.5
million in alternative development programs formerly requested in the ACI account. This shift
does not mean that activities formerly funded with DA will be discontinued. To the contrary,
funding in the three objectives traditionally funded with DA, Governing Justly and
Democratically, Investing in People, and Economic Growth, receive a net gain of $108 million
when DA decreases in these objectives are considered. Together, the three objectives targeted to
achieving long-term development progress (Governing Justly and Democratically, Investing in
People, and Economic Growth) account for 54 percent of total resources in FY 2008, compared to
51 percent in FY 2006. When MCC resources are considered, investments in these objectives
increase from 51 percent in FY 2006 to 57 percent in FY 2008.

The reform process sought to maximize the use of account authorities in support of effective
implementation of foreign assistance programs. In congruence with this principle, DA was
prioritized to Developing and Transforming countries (at 57 percent), with the goal of directing
DA to poor countries demonstrating performance. ESF is focused on economic support under
special economic, political, or security conditions. ESF, therefore, was prioritized to support
activities for countries in the Rebuilding, Developing and Restrictive categories, even when some
of those are development activities.
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Economic Support Fund

by Account, Program Area and Program Element
2006 CBJ | 2007 CBJ 2008 CBJ

Actual Estimate Request

ESF

1.1 Counter-Terrorism 3,815 * 3,440

1.1.2 De-Legitimize Terrorist Ideology 650 * 2,700

1.1.3 Governments’ Capabilities 3,165 * 500

1.1.4 Program Support (Counter-Terrorism) - * 240

1.2 Combating Weapons of Mass Destruction (WMD) 100 * -
1.2.1 Counter WMD Proliferation and Combat WMD Terrorism 100 * -
1.3 Stabilization Operations and Security Sector Reform 110,438 * 82,736
1.3.1 Operations Support - * 61,500

1.3.2 Disarmament, Demobilization & Reintegration (DDR) 5,156 * 10,442
1.3.6 Defense, Military, and Border Restructuring, Reform and Operations 91,635 * 1,750
1.3.7 Law Enforcement Restructuring, Reform and Operations 12,550 * 8,394
1.3.8 Program Support (Stabilization) 1,097 * 650

1.4 Counter-Narcotics 110,500 * 244,387

1.4.2 Alternative Development and Alternative Livelihoods 109,088 * 236,304
1.4.3 Interdiction - * 75

1.4.5 Program Support (Narcotics) 1,412 * 8,008

1.5 Transnational Crime 20,750 * 11,248

1.5.1 Financial Crimes and Money Laundering 6,312 * 1,650

1.5.2 Intellectual Property Theft, Corporate Espionage, and Cyber Security 350 * 350
1.5.3 Trafficking-in-Persons and Migrant Smuggling 13,798 * 8,933

1.5.5 Program Support (Crime) 290 * 315

1.6 Conflict Mitigation and Reconciliation 102,156 * 102,033

1.6.1 Conflict Mitigation 26,556 * 52,297

1.6.2 Peace and Reconciliation Processes 67,030 * 33,250

1.6.3 Preventive Diplomacy 4,950 * 3,360

1.6.4 Program Support (Conflict) 3,620 * 13,126

2.1 Rule of Law and Human Rights 102,161 * 126,904

2.1.1 Constitutions, Laws, and Legal Systems 21,264 * 4,235

2.1.2 Judicial Independence 3,617 * 10,835

2.1.3 Justice System 39,978 * 61,430

2.1.4 Human Rights 34,346 * 45,631

2.1.5 Program Support (Rule of Law) 2,956 * 4,773

2.2 Good Governance 183,599 * 339,241

2.2.1 Legislative Function and Processes 45,201 * 42,522

2.2.2 Public Sector Executive Function 65,337 * 143,495

2.2.3 Local Government and Decentralization 52,594 * 105,581

2.2.4 Anti-Corruption Reforms 13,837 * 25,497

2.2.5 Governance of the Security Sector 100 * 1,500

2.2.6 Program Support (Governance) 6,530 * 20,646
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Economic Support Fund

by Account, Program Area and Program Element
2006 CBJ | 2007 CBJ 2008 CBJ

Actual Estimate Request

2.3 Palitical Competition and Consensus-Building 117,223 119,494
2.3.1 Consensus-Building Processes 17,257 * 13,070
2.3.2 Elections and Political Processes 74,067 * 53,897
2.3.3 Political Parties 22,521 * 49,697
2.3.4 Program Support (Political Competition) 3,378 * 2,830
2.4 Civil Society 122,428 * 229,487
2.4.1 Civic Participation 101,645 * 153,418
2.4.2 Media Freedom and Freedom of Information 17,235 * 71,270
2.4.3 Program Support (Civil Society) 3,548 * 4,799
3.1 Health 158,487 * 134,935
3.1.1 HIVIAIDS 4,403 * 6,000
3.1.2 Tuberculosis 225 * 500
3.1.3 Malaria 1,650 * 2,500

3.1.4 Avian Influenza 2,182 *
3.1.5 Other Public Health Threats 29,454 * 59,356
3.1.6 Maternal and Child Health 81,353 * 20,698
3.1.7 Family Planning and Reproductive Health 17,462 * 14,250
3.1.8 Water Supply and Sanitation 21,758 * 31,631
3.2 Education 235,497 * 420,934
3.2.1 Basic Education 122,986 * 304,701
3.2.2 Higher Education 112,511 * 116,233
3.3 Social and Economic Services and Protection for Vulnerable 14,646 * 41,975

Populations

3.3.1 Policies, Regulations, and Systems 125 *
3.3.2 Social Services 13,171 * 5,750
3.3.3 Social Assistance 1,350 * 36,225
4.1 Macroeconomic Foundation for Growth 377,748 * 352,406
4.1.1 Fiscal policy 226,262 * 256,336
4.1.2 Monetary policy 151,436 * 96,000
4.1.3 Program Support (Macro Econ) 50 * 70
4.2 Trade and Investment 285,349 * 129,209
4.2.1 Trade and Investment Enabling Environment 265,730 * 103,038
4.2.2 Trade and Investment Capacity 18,695 * 23,366
4.2.3 Program Support (Trade) 924 * 2,805
4.3 Financial Sector 216,539 * 45,350
4.3.1 Financial Sector Enabling Environment 165,620 * 15,040
4.3.2 Financial Services 49,600 * 28,853
4.3.3 Program Support (Financial Sector) 1,319 * 1,457
4.4 Infrastructure 256,410 * 370,555
4.4.1 Modern Energy Services 43,958 * 157,985
4.4.2 Communications Services 6,714 * 1,000
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Economic Support Fund

by Account, Program Area and Program Element
2006 CBJ | 2007 CBJ 2008 CBJ

Actual Estimate Request
4.4.3 Transport Services 202,764 206,062
4.4.4 Program Support (Infrastructure) 2,974 * 5,508
4.5 Agriculture 29,295 * 149,674
4.5.1 Agricultural Enabling Environment 3,662 * 57,450
4.5.2 Agricultural Sector Productivity 24,844 * 87,209
4.5.3 Program Support (Agriculture) 789 * 5,015
4.6 Private Sector Competitiveness 81,052 * 187,020
4.6.1 Business Enabling Environment 24,163 * 79,916
4.6.2 Private Sector Productivity 40,775 * 61,791
4.6.3 Workforce Development 13,208 * 38,643
4.6.4 Program Support (Private Sector) 2,906 * 6,670
4.7 Economic Opportunity 22,532 * 56,685
4.7.1 Inclusive Financial Markets 6,200 * 21,930
4.7.2 Policy Environment for Micro and Small Enterprises 4,000 * 4,694
4.7.3 Strengthen Microenterprise Productivity 8,612 * 21,247
4.7.4 Inclusive Economic Law and Property Rights 3,000 * 720
4.7.5 Program Support (Econ Opportunity) 720 * 2,094
4.8 Environment 42,928 * 93,164
4.8.1 Natural Resources and Biodiversity 20,295 * 26,746
4.8.2 Clean Productive Environment 22,283 * 64,560
4.8.3 Program Support (Environment) 350 * 1,858
5.1 Protection, Assistance and Solutions 20,762 * 76,790
5.1.2 Crisis Assistance and Recovery 20,497 * 70,844
5.1.3 Program Support (Protection) 265 * 5,946
5.2 Disaster Readiness 1,360 * 1,900
5.2.1 Capacity Building, Preparedness, and Planning 1,360 * 1,790
5.2.3 Program Support (Disaster Readiness) - * 110
5.3 3 Migration Management 300 *
5.3.2 Institutional Support and Capacity-building 300 *

Economic Support Fund

by Country

2006 CBJ | 2007 CBJ 2008 CBJ

Actual Estimate Request
TOTAL 2,616,075 2,603,540 3,319,567
ESF 2,616,075 2,603,540 3,319,567
Afghanistan 428,600 * 693,000
Algeria - * 1,165

Angola 2,970 *

Bahrain - * 1,100
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Economic Support Fund

by Country
2006 CBJ | 2007 CBJ 2008 CBJ
Actual Estimate Request
Bangladesh 4,950 *
Bolivia 5,940 * 17,000
Burma 10,890 * 2,790
Burundi 3,811 *
Cambodia 14,850 * 12,170
China 3,960 * 2,000
Colombia - * 139,500
Cuba 8,910 * 45,700
Cyprus 19,800 * 11,000
Democratic Republic of the Congo 4,950 * 29,000
Dijibouti 4,950 *
Dominican Republic 840 * 10,000
East Timor 18,810 * 8,640
Ecuador 3,265 * 6,000
Egypt 490,050 * 415,000
Ethiopia 9,900 * 5,000
Guatemala 5,445 * 10,000
Haiti 49,500 * 63,394
India 4,950 *
Indonesia 69,300 * 60,000
Iran - * 75,000
Iraq 55,440 * 298,000
Ireland 16,830 * 1,000
Israel 237,600 *
Jordan 247,500 * 263,547
Kenya 6,420 *
Kuwait - * 470
Laos - * 470
Lebanon 39,600 * 42,100
Liberia 42,719 * 73,545
Libya - * 500
Mexico 11,385 * 14,000
Mongolia 7,425 * 6,200
Morocco 10,890 * 15,500
Nepal 4,950 *
Nicaragua 3,366 *
Nigeria 4,950 *
North Korea - * 2,000
Pakistan 296,595 * 382,900
Panama 990 *
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Economic Support Fund

by Country
2006 CBJ | 2007 CBJ 2008 CBJ
Actual Estimate Request
Paraguay 1,980 *
Peru 2,765 * 30,000
Philippines 24,750 * 25,996
Sierra Leone 13,000 *
South Africa 1,287 * 10,000
Sri Lanka 3,960 *
Sudan 19,800 * 245,900
Taiwan - * 200
Tanzania - * 3,600
Thailand 990 *
Tunisia - * 200
Turkey - * 850
Vietnam 1,980 * 5,700
West Bank and Gaza 148,500 * 63,500
Yemen 7,920 * 8,450
Zimbabwe 2,970 *
Democracy, Conflict, and Humanitarian Assistance (DCHA) 17,649 *
Democracy, Human Rights, and Labor - * 35,000
Economic Growth, Agriculture and Trade 2,970 *
Oceans and International Environment and Scientific Affairs 7,920 * 34,300
Africa Regional 15,408 * 7,250
East Asia and Pacific Regional 28,710 * 25,760
Near East Regional 113,850 * 75,000
South and Central Asia Regional 3,465 * 720
Western Hemisphere Regional 26,070 * 28,150
Trafficking in Persons 11,880 * 6,700
Asia and Near East Regional - * 800
Middle East Regional - * 3,800
Wheelchair Fund (PRM) 4,950 *
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Foreign Military Financing

FY 2006 FY 2007 FY 2008

Actual Estimate Request
Foreign Military Financing 4,464,900 4,454,900 4,536,000

($ in thousands)

The Administration requests $4.54 billion for Foreign Military Financing (FMF) in FY 2008 to
provide articles and services to support coalition partners and states critical to the Global War on
Terror. This program serves to strengthen the security of the United States and to promote peace
in general. FMF is allocated strategically within regions with the largest proportion (54%)
directed to our sustaining partners and a significant proportion (41%) to developing countries to
support their advancement to the transforming category.

FMF funding snapshot

e $3.9 billion for the Near East region, to include $2.4 billion for Israel; $1.3 billion for
Egypt to foster a modern, well-trained Egyptian military; and $200 million to support
Jordan’s force modernization, border surveillance and counterterrorism efforts.

¢ $300.0 million to support the armed forces of Pakistan, to include equipment and training
to enhance its counterterrorism capabilities and provide for its defense needs.

e $129.3 million for ongoing efforts to incorporate the most recent NATO members into
the Alliance, support prospective NATO members and coalition partners, and assist
critical coalition partners in Iraq and Afghanistan.

o $78.0 million for operational support and specialized equipment to the Colombian armed
forces, focusing on specialized and mobile units of the Colombian Army.

e $43.5 million for FMF administrative costs.

e $27.2 million for Poland to maximize Poland's capability to deploy and sustain
professional forces in close support of U.S. security operations.

e $18.4 million for Romania to assistance in the continued integration into NATO, expand
its capabilities, and support continued contributions to NATO and coalition operations,
including in Iraq and Afghanistan.

$15.7 million for Indonesia to promote defense reform and to improve maritime
security, counterterrorism, mobility, and disaster relief capabilities.

Statement of Changes

The FY 2008 FMF request is overall a slight increase from FY 2006 levels. The increases are
reflected in Israel, Egypt, Lebanon, Bulgaria, Romania, and Indonesia, and are consistent with
requesting the funds necessary to fight the Global War on Terror and to secure Middle East
peace.
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Foreign Military Financing
by Account, Program Area and Program Element
2006 CBJ | 2007 CBJ 2008 CBJ

Actual Estimate Request
FMF| 4,464,900
1.1 Counter-Terrorism 50 *
1.1.3 Governments’ Capabilities 50 *
1.3 Stabilization Operations and Security Sector Reform 4,464,850 * 4,536,000
1.3.1 Operations Support 244,627 * 231,990
1.3.5 Immediate Protection of Civilians in Conflict 1,232 * 10
1.3.6 Defense, Military, and Border Restructuring, Reform and Operations 4,177,787 * 4,262,049
1.3.8 Program Support (Stabilization) 41,204 * 41,951

Foreign Military Financing

by Country
2006 CBJ | 2007 CBJ 2008 CBJ
Actual Estimate  Request
FMF 4,464,900 4,454,900 4,536,000
Albania 3,465 * 2,600
Argentina - *
Armenia 3,960 * 3,000
Azerbaijan 3,960 * 4,300
Bahamas 99 *
Bahrain 15,593 * 4,300
Bangladesh 990 * 875
Belize 198 *
Bosnia and Herzegovina 8,910 * 7,800
Bulgaria 9,900 * 13,200
Cambodia 990 * 200
Chile 592 *
Colombia 89,100 * 78,000
Czech Republic 3,957 * 3,000
Democratic Republic of the Congo - * 600
Djibouti 3,960 * 3,200
Dominican Republic 941 *
East Timor 990 *
Eastern Caribbean 905 *
Egypt 1,287,000 * 1,300,000
El Salvador 9,900 * 4,800
Estonia 4,451 * 3,000
Ethiopia 1,980 * 850
Fiji 494 * 110
Georgia 11,880 * 10,000
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Foreign Military Financing

by Country
2006 CBJ | 2007 CBJ 2008 CBJ
Actual Estimate  Request
Ghana
Guinea * 200
Guyana 99 *
Haiti 988 *
Honduras 891 *
Hungary 2,474 * 2,000
Indonesia 990 * 15,700
Israel 2,257,200 *| 2,400,000
Jamaica 594 *
Jordan 207,900 * 200,000
Kazakhstan 3,465 * 2,000
Kenya * 800
Kyrgyz Republic 1,881 * 1,500
Latvia 5,940 * 3,000
Lebanon 3,713 * 9,600
Liberia 1,980 * 1,000
Lithuania 4,455 * 3,000
Macedonia 3,960 * 4,500
Madagascar * 100
Moldova 495 *
Mongolia 2,970 * 1,000
Morocco 12,375 * 3,655
Mozambique * 200
Nicaragua 594 *
Nigeria 990 * 1,350
Oman 13,860 * 10,105
Pakistan 297,000 * 300,000
Panama 990 *
Peru *
Philippines 29,700 * 11,100
Poland 29,700 * 27,200
Romania 12,870 * 18,400
Senegal 495 *
Slovakia 3,960 * 3,000
Slovenia 494 * 500
South Africa * 100
Sri Lanka 990 * 850
Sudan * 100
Suriname 99 *
Tajikistan 495 * 675
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Foreign Military Financing

by Country
2006 CBJ | 2007 CBJ 2008 CBJ
Actual Estimate  Request
Thailand 1,485 500
Tonga 248 * 200
Tunisia 8,413 * 2,064
Turkey 14,850 * 11,825
Turkmenistan 297 *
Ukraine 10,890 * 9,000
Yemen 8,415 * 4,676
Africa Regional 3,960 *
East Asia and Pacific Regional - * 2,465
Western Hemisphere Regional 3,960 *
Africa Military Health Affairs 1,980 ' 1,600
FMF Admin Costs - DSCA 41,085 i 41,900
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President’s Emergency Plan for AIDS Relief
($ in thousands)

Account FY 2006 Actual ~ FY 2007 Estimate ~ FY 2008 Request
PEPFAR 3,289,637 3,137,768 5,380,396

The vision of the Emergency Plan, laid out by the President in the five-year U.S. Global
HIV/AIDS Strategy, is to turn the tide against this global pandemic. The Emergency Plan was
envisioned to target $10 billion in funding to dramatically ramp up prevention, treatment, and
care services in 15 of the most affected countries of the world, representing approximately 50
percent of HIV infections worldwide. The Emergency Plan also pledged to devote $4 billion to
ongoing bilateral programs and other activities (including research and TB programs), and $1
billion to the Global Fund to Fight AIDS, Tuberculosis and Malaria (the “Global Fund”). To
achieve this vision, the Emergency Plan focuses significant resources to bring to scale national
HIV prevention, treatment and care programs in some of the most afflicted countries in Africa,
the Caribbean, and South East Asia — the fifteen focus countries of the Emergency Plan.

There are three specific goals for the Emergency Plan:

e Support treatment for two million HIV-infected individuals;

e Support prevention of seven million new HIV infections; and

e Support care for ten million people infected or affected by HIV/AIDS, including orphans and
vulnerable children (OVC).

In addition, to amplify the global response, the Emergency Plan is:

Encouraging bold leadership at every level to fight HIV/AIDS;

e Applying best practices to all USG bilateral HIVV/AIDS programs, in concert with host
governments’ HIV/AIDS strategies; and

e Encouraging partners, including multilateral organizations and other governments, to
coordinate at all levels for effective and efficient use of resources, and to adhere to principles
of sound management and accountability.
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President's Emergency Plan for AIDS Relief
($ in thousands)

FY 2006 FY 2007 FY 2008

Actual Estimated =~ Request

Department of State and USAID 2,689,830 2,545,545 4,586,173
Global HIV/AIDS Initiative 1,777,050 1,645,525 4,150,000
Foreign Military Financing 1,980 1,520 0
Child Survival HIV/AIDS 346,500 334,000 314,278
Child Survival TB 79,200 79,000 79,420
Other Accounts (including ESF, FSA, AEEB) 39,600 40,000 42,475
Global Fund to fight AIDS, Tuberculosis and Malaria 445,500 445,500 0
Child Survival Account Contribution [247,500] [247,500] [0]

GHAI Account Contribution [198,000] [198,000] [0]
Department of Health and Human Services 594,560 592,223 794,223
CDC Global AIDS Program 122,560 121,223 121,223

NIH HIV/AIDS Research 373,000 372,000 373,000

NIH Global Fund Contribution 99,000 99,000 300,000
Department of Defense 5,247 0 0
Total, President’s Emergency Plan for AIDS Relief 3,289,637 3,137,768 5,380,396

Fifteen Focus Countries

For fiscal year 2008, the Administration is requesting a total of $4.132 billion - $4.073 billion
GHAI and $59.295 million through the Department of Health and Human Services (HHS) - for
the 15 focus countries: Botswana, Cote d’lvoire, Ethiopia, Guyana, Haiti, Kenya, Mozambique,
Namibia, Nigeria, Rwanda, South Africa, Tanzania, Uganda, Vietnam and Zambia. These funds
will finance individual focus country budgets and central programs that carry out activities in the
focus countries; strategic information and evaluation activities; and central technical oversight
and management.

The Emergency Plan also continues to pursue management improvements that ensure the quality
of data that we collect, remedy supply chain problems, extend our ability to track expenditures by
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country, enhance the adjustment of country and activity budgets based on performance, expand
the Coordinator’s oversight of bilateral programs outside of the focus countries, and reduce the
amount of time that field staff dedicate to reporting.

The Emergency Plan focus country budgets are designed to comply with the congressionally
mandated FISCAL YEARS 2006-2008 funding allocation percentages contained in Section 403
of the United States Leadership Against HIVV/AIDS, Tuberculosis and Malaria Act of 2003 (P.L.
108-25), namely that:

® 55% shall be expended for therapeutic medical care for people living with HIV;
o 10% shall be expended for orphans and other vulnerable children affected by HIV/AIDS; and
e 33% of all funds expended for prevention shall be for abstinence-until-marriage programs.

Other Bilateral Programs

During FY 2008 the Office of the Global AIDS Coordinator will continue to strengthen USG
bilateral HIV/AIDS programs beyond the 15 focus countries by working across these programs to
improve HIV/AIDS leadership, coordination, collaboration, and adherence to best practices
worldwide. The Emergency Plan offers a fresh opportunity to develop and implement consistent
HIV/AIDS policies and programs across bilateral prevention, care, and treatment initiatives and
to harmonize and standardize reporting. A total of $472 million is requested for other bilateral
programs, including $50 million within GHAI, $314 million within CSH, $43 million within
other foreign assistance accounts, and $65 million within the Health and Human Services
(HHS)/Centers for Disease Control and Prevention (CDC)’s Global AIDS Program.

International Partners, including the Global Fund to Fight AIDS, Tuberculosis and Malaria

The contributions of multilateral institutions and international organizations to combating
HIV/AIDS provide a vital opportunity for a comprehensive response to the disease. The diverse
drivers and consequences of HIV/AIDS, as well as its complex interactions with a variety of other
social, political, and economic circumstances demand leadership from diverse international
partners with varied expertise. The U.S. Government will strengthen its relationships with
multilateral institutions and international organizations such as the World Health Organization
(WHO), the Joint United Nations Program on HIVV/AIDS (UNAIDS), the United Nation
Children’s Fund (UNICEF), and the World Bank, in order to amplify global action against
HIV/AIDS by encouraging coordination and seeking to leverage comparative strengths to fill
gaps in current activities and ensure efficient and effective use of funds.

As part of the Emergency Plan, the Administration requests a total of $300 million within the
HHS National Institutes of Health (NIH) budget for a contribution to the Global Fund, and $27
million within the GHAI account for a contribution to UNAIDS.

HIV/AIDS Research and Tuberculosis (TB) Activities

The FISCAL YEAR 2008 Emergency Plan budget request maintains support for biomedical and
behavioral research to combat HIV/AIDS and continues the fight against tuberculosis, a serious
and common co-infection for HIV-infected individuals. This request includes $91 million for
USAID bilateral TB programs and $366 million for HHS/NIH research funding. A detailed and
specific budget request for all HHS HIV/AIDS research is included in the HHS/NIH Office of
AIDS Research Congressional Budget Justification.
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All Foreign Operations funding for international malaria-related activities continues to be
requested under the Child Survival and Health Program Fund and tracked separately from
PEPFAR.

PEPFAR
($ in thousands)
Objective FY 2006 Actual ~ FY 2007 Estimate ~ FY 2008 Request
Investing in People 3,289,637 3,137,768 5,380,396
Total 3,289,637 3,137,768 5,380,396

The entire PEPFAR budget request falls within the Investing in People objective.
Program Assessment Rating Tool (PART)

The Office of Management and Budget (OMB) has evaluated the Emergency Plan using three
PARTs: The Focus Countries, Other Bilateral Country Programs, and the Global Fund to Fight
AIDS, Tuberculosis and Malaria (The Global Fund). The programs were evaluated on program
purpose and design, strategic planning, program management, and program results and
accountability. In December 2005, final results of the initial assessment were released, which
indicated that each of the three programs is demonstrating results, with the 15 focus countries
performing at a slightly higher level.

The Office of the Global AIDS Coordinator (OGAC) updates the Emergency Plan PART
assessments every spring and fall as instructed by OMB. Each PART assessment outlines
specific areas of improvement for the programs. OGAC has made significant progress in
addressing those recommendations. For the focus countries, the Emergency Plan has achieved
the PART recommendation to undertake an internal review of focus country budget allocations
based on performance data and pipeline capacity during the development of fiscal year 2007 and
fiscal year 2008 allocations. It also is in the process of developing and implementing a system to
capture expenditures by focus country. For other bilateral Country Programs, the Emergency
Plan already has achieved the following PART recommendations: (1) USAID completed
implementation of its new financial management system; (2) OGAC worked with its interagency
partners to provide an aggressive target for the program’s long-term measure, which now is
included as a required PART measure; and (3) OGAC developed a system that Other Bilateral
countries use to plan future annual year programming and to report on past year results. OGAC
also continues to work with the Global Fund to improve its financial management practices.
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Global HIV/AIDS Initiative

FY 2006 FY 2007 FY 2008
Actual Estimate Request
Global HIV/AIDS Initiative 1,975,050 1,852,525| 4,150,000

($ in thousands)

The Administration requests $4.15 billion for the Global HIV/AIDS Initiative (GHAI) account.
GHAI is the largest source of funding for the President’s Emergency Plan for AIDS Relief (the
Emergency Plan). The Emergency Plan’s vision is to help turn the tide against this global
pandemic. The request includes funding for country-based activities, centrally-funded programs,
international partners, technical oversight and management, and strategic information and
evaluation activities.

GHAI funding snapshot

e $3.6 billion to expand integrated prevention, care, and treatment programs in 15 focus
countries, consisting of Botswana, Cote d’Ivoire, Ethiopia, Guyana, Haiti, Kenya,
Mozambique, Namibia, Nigeria, Rwanda, South Africa, Tanzania, Uganda, Vietnam, and
Zambia. An additional $50.0 million will be used to fund HIVV/AIDS activities in other
countries, complementing funds provided primarily from CSH and other USAID-managed
accounts, and the U.S. Department of Health and Human Services accounts.

¢ $363.0 million to support centrally-funded technical leadership and assistance activities in a
variety of program areas including the following: anti-retroviral therapy, safe medical
injections, safe blood supply, orphans and vulnerable children, abstinence and faithfulness,
human capacity development, twinning of U.S. and overseas institutions, and supply chain
management.

e $61.0 million for technical oversight and management costs, including funding for salaries
and travel costs associated with program oversight, management and implementation.

¢ $36.0 million for Strategic Information activities that monitor program performance, track
progress toward goals, and evaluate the efficacy of interventions.

e $27.0 million for a contribution to UNAIDS. (Separate from this request, $300 million is
requested within the Department of Health and Human Services’ National Institutes of Health
budget for a contribution to the Global Fund to Fight AIDS, Tuberculosis and Malaria.)

e $13.0 million for management and administration of the Office of the Global AIDS
Coordinator

Statement of Changes

The FY 2008 GHAI request reflects an increase of $2.18 billion, or 110 percent, over the FY
2006 enacted level of $1.98 billion. With FY 2008 being the last year of the initial phase of the
Emergency Plan, the significant increase is required for the final push to meet the treatment and
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prevention goals in the focus countries. The increase will capitalize on the programmatic
successes of prevention, care, and treatment activities in the 15 focus countries.

Global HIV/AIDS Initiative
by Country

2006 CBJ Actual

2007 CBJ
Estimate

2008 CBJ
Request

TOTAL 1,975,050 1,852,525 4,150,000

GHAI 1,975,050 1,852,525 4,150,000

Botswana 41,000 * 79,000

Cote d'lvoire 30,137 * 96,000

Ethiopia 109,500 * 409,000

Guyana 18,000 * 21,300

Haiti 47,300 * 83,000

Kenya 175,950 * 481,000

Mozambique 79,600 * 223,000

Namibia 51,500 * 111,000

Nigeria 138,600 * 467,500

Rwanda 60,000 * 116,000

South Africa 191,553 * 591,500

Tanzania 100,312 * 302,000

Uganda 145,000 * 255,000

Vietnam 31,214 * 87,700

Zambia 116,000 * 290,000

Global Subtotal 639,384 * 362,785

Central Programs 285,232 * 27,000
International Partnerships 227,700 * 50,000
Other Bialteral Programs 50,552 * 36,000
Strategic Information/Evaluation 31,185 * 61,215
Technical Oversight and Management 44,715 * 61,215
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International Disaster and Famine Assistance

FY 2006 FY 2007 FY 2008
Actual Estimate Request

International Disaster and Famine Assistance 361,350 348,800 297,300

(% in thousands)

The FY 2008 request of $297.3 million will provide funds for the management of humanitarian
relief, rehabilitation and reconstruction assistance to countries affected by natural and man-made
disasters, and support for disaster mitigation, prevention, and preparedness. The request funds
the purchase of commaodities including temporary shelter; blankets; supplementary food; potable
water; medical supplies; and agricultural rehabilitation aid, including seeds and hand tools.

Approximately $113.5 million of the FY 2008 IDFA funding request is currently planned to meet
humanitarian and post-conflict needs in Sudan.

Statement of Changes

The signing of three peace agreements in Sudan promises a gradual transition of the country from
a state of crisis to reconstruction. Congruent with anticipated progress, $50.0 million of Sudan’s
programs previously funded through the IDFA account are requested in the ESF account in FY
2008.

International Disaster and Famine Assistance

by Account, Program Area and Program Element

2006 CBJ 2007 CBJ 2008 CBJ
Actual Estimate Request
IDFA 361,350 348,800 297,300

1.6 Conflict Mitigation and Reconciliation 13,750 *
1.6.1 Conflict Mitigation 10,750 *
1.6.2 Peace and Reconciliation Processes 3,000 *
2.2 Good Governance 1,000 *
2.2.2 Public Sector Executive Function 1,000 *
2.3 Political Competition and Consensus-Building 4,000 *
2.3.1 Consensus-Building Processes 4,000 *
2.4 Civil Society 9,000 *
2.4.1 Civic Participation 2,500 *
2.4.2 Media Freedom and Freedom of Information 6,500 *
3.1 Health 2,000 *
3.1.6 Maternal and Child Health 2,000 *
3.2 Education - *
3.2.1 Basic Education - *
4.4 Infrastructure 12,250 *
4.4.3 Transport Services 11,500 *
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International Disaster and Famine Assistance
by Account, Program Area and Program Element

2006 CBJ 2007 CBJ 2008 CBJ
Actual Estimate Request
4.4.4 Program Support (Infrastructure) 750
4.5 Agriculture 20,300
4.5.1 Agricultural Enabling Environment 9,350
4.5.2 Agricultural Sector Productivity 10,000
4.5.3 Program Support (Agriculture) 950
5.1 Protection, Assistance and Solutions 276,518 297,300
5.1.1 Protection and Solutions 2,002
5.1.2 Crisis Assistance and Recovery 251,074 297,300
5.1.3 Program Support (Protection) 23,442

International Disaster and Famine Assistance

by Country

2006 CBJ
Actual

2007 CBJ
Estimate

2008 CBJ Request

IDFA 361,350 348,800 297,300

Sudan 164,990 * 113,500

DCHA Contingency 181,560 * 183,800
East Africa Regional 14,800 *
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Major Disaster Responses by Country
Obligations ($ in Thousands)

Country FY 2005 Disaster Type FY 2006 Disaster Type
Afghanistan 2556 Drought

Asia 12279 | Regional Tsunami

Eulgaria 1449 Floods

Eurundi 8,964 | Complex Emergency 2491 | Complex Emergency
Chad 3,244 Food Insecurity 3,892 | Complex Emergency
Cote d'lvaire 2187 | Complex Emergency T80 | Complex Emergency
Democratic Republic of Congo 26432 | Complex Emergency 25132 | Complex Emergency
Eritrea 2,000 | Complex Emergency 1,988 | Complex Emergency
Ethiopia 32563 Drought 16 866 Drought
Grenada 1,313 Hurricane

Guatermnala 4 140 Floods

Haiti 4,320 Floods

India 4,287 Tsunami

Indonesia 1,111 Earthquake 6402 Earthqualke
Indonesia 25 859 Tsunami a0 Tsunami

Irag 69 620 | Complex Emergency 7,886 | Complex Emergency
kenya 2,233 Drought 5614 Drought
Lebanon 40,794 | Complex Emergency
Likeria 9,706 | Complex Emergency 3707 | Complex Emergency
hlalanwi 400 Food Insecurity 2,730 Food Insecurity
MWaldives 1,378 Tsunami

ali 159 Food Insecurity 1517 Food Insecurity
Mozambigue 1,337 Drought

Mepal 1,240 | Complex Emergency 1,781 | Complex Emergency
Miger 3715 Food Insecurity 2012 Food Insecurity
Morth Africa 1,500 Locusts

Fakistan 69421 Earthquake
Fomania 2050 Floods

Somalia 4 558 | Complex Emergency 6,918 | Complex Emergency
Sri Lanka 36876 Tsunami 1,100 | Complex Emergency
Sudan (Darfur) 113,065 | Complex Emergency 104,362 | Complex Emergency
Sudan 88,249 | Complex Emergency 69144 | Complex Emergency
Uganda 11,841 | Complex Emergency 12,068 | Complex Emergency
United States 1,089 | Hurricane (Katrina) 504 | Hurricane {Katrina)
West Africa 5782 Locusts 29 Locusts
Zambia 1,148 Food Insecurity
Zimbatwe 48991 | Complex Emergency 1,250 | Complex Emergency
Other Disaster Responses

Africa Region 2,266 2 BEE

Asia Region 3,392 2775

Europe f Middle East Region 275 265

Latin America f Caribbean Reqgi 1,931 2,240

Freparednass - Avian Influenza L3767

Freparedness / Mitigation 355052 45 BEZ

Operations f Frogram Support 36418 43 706

Grand Total 572,159 546,518

In addition to regular International Disaster and Famine Assistance (IDFA) funds, in FY 2008 OFDA obligated
funds from supplemental IDFA and IRRF appropriations for Avian Influenza, Pakistan, Darfur, Africa, and Irag.
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International Military Education and Training

FY 2006 FY 2007 FY 2008

Actual Estimate Request
International Military Education and Training 85,877 85,237 89,500

($ in thousands)

The Administration requests $89.5 million for IMET for FY 2008. The IMET program addresses
U.S. peace and security challenges by strengthening military alliances around the globe and
building a robust international coalition to fight the Global War on Terror. IMET increases the
capability of countries to cooperate with the U.S. and its allies by developing professional
militaries and exposes foreign military and civilian personnel to democratic values and human
rights. As such, IMET programs are focused in both Sustaining Partnership and Developing
countries to build and maintain strategic security partnerships and strengthen political rights.

IMET funding snapshot

e $26.0 million for new NATO members and major coalition partners, in order to promote
regional security and integration among U.S., NATO, and European armed forces. Funds
also support a new IMET program for Kosovo, a country whose continued stability is key to
the region.

e $15.7 million for programs in the Near East region, with a focus on Jordan, Irag, Egypt,
Morocco, Tunisia, Lebanon and Oman. New IMET programs will be launched in Sustaining
Partnership countries, the United Arab Emirates and Qatar.

e $13.7 million for programs in Africa, including $1.5 million to restart IMET programs in
Kenya and South Africa, states critical to long term regional peace and stability.

e $12.0 million for IMET programs across the Western Hemisphere, to include $1.7 million
for El Salvador, $1.5 million for Colombia and $2.8 million for Argentina, Dominican
Republic, and Honduras.

Statement of Changes

The FY 2008 IMET request represents an overall increase from FY 2006 levels, with a particular
increase in allocations to rebuilding countries, e.g. Afghanistan, Sudan, Liberia, Kosovo and new
requests for key countries including Iraq, Kenya, South Africa, and Libya. Increases and
decreases in other countries are based on the projected student training requirements and
available schoolhouse quotas.
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International Military Education and Training

by Account and Program Element

2006 CBJ 2007 CBJ | 2008 CBJ

Actual Estimate Request
IMET 85,877 85,237 89,500
1.1.3 Governments’ Capabilities - 936 162
1.1.4 Program Support (Counter-Terrorism) 50
1.3.1 Operations Support 5,587 3474 4,158
1.3.5 Immediate Protection of Civilians in Conflict 1,996 441 1,105
1.3.6 Defense, Military, and Border Restructuring, Reform and Operations 73,264 75,954 78,949
1.3.7 Law Enforcement Restructuring, Reform and Operations 284 158 782
1.3.8 Program Support (Stabilization) 4,670 4,032 4,294
1.4.3 Interdiction - - 50
1.4.5 Program Support (Narcotics) - 90
1.5.3 Trafficking-in-Persons and Migrant Smuggling - 90
3.1.1 HIV/IAIDS 14
5.2.1 Capacity Building, Preparedness, and Planning 12 62

International Military Education and Training

by Country

2006 CBJ 2007 CBJ | 2008 CBJ

Actual Estimate = Request
TOTAL 85,877 - 89,500
IMET 85,877 - 89,500
Afghanistan 979 * 1,700
Albania 1,028 * 600
Algeria 823 * 700
Angola 486 * 500
Argentina 1,082 * 947
Armenia 838 * 300
Azerbaijan 823 * 1,000
Bahamas 399 * 200
Bahrain 651 * 650
Bangladesh 930 * 800
Belize 294 * 170
Benin 145 * 150
Bolivia - * 188
Bosnia and Herzegovina 973 * 1,000
Botswana 760 * 690
Brazil - * 188
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International Military Education and Training

by Country
2006 CBJ 2007 CBJ | 2008 CBJ
Actual Estimate = Request

Bulgaria

Burkina Faso
Burundi 140 200
Cambodia 54 70
Cameroon 231 295
Cape Verde 124 100
Central African Republic 105 100
Chad 342 100
Chile 646 600
Colombia 1,673 1,500
Comoros 53 100
Costa Rica 187
Cote d'lvoire 100
Croatia 179
Czech Republic 2,036 1,300
Democratic Republic of the Congo 306 500
Djibouti 307 350
Dominican Republic 1,328 980
East Timor 193 400
Eastern Caribbean 695 630
Ecuador 187
Egypt 1,208 1,300
El Salvador 1,782 1,680
Equatorial Guinea 45
Estonia 1,296 1,100
Ethiopia 594 650
Fiji 235 260
Gabon 231 200
Gambia 72 120
Georgia 1,275 800
Ghana 645 600
Greece 573 590
Guatemala 488 500
Guinea 376 350
Guinea-Bissau 136 100
Guyana 312 250
Haiti 213 200
Honduras 1,218 880
Hungary 1,685 1,200
India 1,272 1,300
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International Military Education and Training

by Country

2006 CBJ 2007 CBJ | 2008 CBJ
Actual Estimate = Request

Indonesia
Iraq 2,000
Jamaica 908 750
Jordan 3,020 3,067
Kazakhstan 995 1,000
Kenya 550
Kosovo 400
Kuwait 15
Kyrgyz Republic 887 1,200
Laos 70
Latvia 1,326 1,100
Lebanon 752 1,500
Lesotho 50
Liberia 130 300
Libya 350
Lithuania 1,281 1,100
Macedonia 700 500
Madagascar 231 250
Malawi 345 300
Malaysia 891 920
Maldives 173 195
Mali 250
Malta 45
Marshall Islands 60
Mauritania 130
Mauritius 126 150
Mexico 8 388
Moldova 989 600
Mongolia 866 970
Montenegro 100
Morocco 1,884 1,800
Mozambique 245 300
Namibia 100
Nepal 644 790
Nicaragua 740 500
Niger 100
Nigeria 792 800
Oman 1,135 1,500
Pakistan 2,037 2,000
Panama 894 185
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International Military Education and Training
by Country

2006 CBJ 2007 CBJ | 2008 CBJ

Actual Estimate = Request
Papua New Guinea

Paraguay - * 200
Peru - * 187
Philippines 2,926 * 1,550
Poland 2,140 * 2,000
Portugal 593 * 690
Qatar - * 15
Republic of the Congo 155 * 100
Romania 1,485 * 1,800
Russia 461 * 700
Rwanda 288 * 400
Samoa - * 40
Sao Tome and Principe 289 * 200
Saudi Arabia - * 15
Senegal 1,089 * 1,100
Serbia - * 300
Seychelles 103 * 100
Sierra Leone 311 * 400
Slovakia 962 * 1,100
Slovenia 895 * 885
Solomon Islands 149 * 150
South Africa - * 900
Sri Lanka 529 * 600
Sudan - * 300
Suriname 196 * 145
Swaziland 123 * 100
Tajikistan 348 * 565
Tanzania - * 300
Thailand 2,369 * 1,200
Togo 37 * 100
Tonga 113 * 195
Trinidad and Tobago - * 88
Tunisia 1,847 * 1,800
Turkey 3,011 * 3,000
Turkmenistan 291 * 300
Uganda 340 * 500
Ukraine 1,753 * 1,900
United Arab Emirates - * 15
Uruguay - * 187
Vanuatu 98 * 115
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International Military Education and Training

by Country

2006 CBJ 2007 CBJ | 2008 CBJ

Actual Estimate = Request
Venezuela - * 50
Vietnam 49 * 195
Yemen 924 * 1,000
Zambia 261 * 400
Africa Regional 136 * 133
IMET Admin 4,623 * 4,255
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International Narcotics Control and Law Enforcement (INCLE)

FY 2006 FY 2007 FY 2008
Actual Estimate Request

472,428 703,600 634,600

($ in thousands)

International Narcotics Control and Law
Enforcement

The FY 2008 request of $634.6 million for the International Narcotics Control and Law
Enforcement (INCLE) account supports country and global programs that are critical to secure
the U.S. and its allies against terrorist networks in the illegal drug trade and international
criminal enterprises. Programs supported with INCLE funds seek to close the gap between law
enforcement jurisdictions and to strengthen law enforcement institutions that are weak or
corrupt.

INCLE funds are focused in Rebuilding countries where security situations are most dire and
where U.S. resources are used in tandem with host country government strategies in order to
maximize impact. Resources are also focused in countries that have specific challenges to
overcome to establish a secure, stable environment.

INCLE funding snapshot

e Afghanistan -- $274.8 million to expand three major programs: law enforcement,
counternarcotics and justice sector reform.

e Iraq -- $75.8 million to support programs in: development of the criminal justice system,
public integrity, justice and rule of law, as well as administrative oversight.

o Africa -- $34.2 million to support the Comprehensive Peace Agreement in Sudan, provide
technical assistance for the Liberian police and support programs providing technical
assistance, equipment and training throughout the region.

e Pakistan -- $32.0 million to continue projects and activities in border security, law
enforcement development, and counternarcotics.

e Mexico -- $27.8 million to support homeland/border security, counternarcotics, and
institutional development.

e East Asia and Pacific -- $18.2 million to continue to support the development of the
Indonesian National Police, crop control and demand reduction programs in Laos; technical
and training assistance in the Philippines and Thailand; counternarcotics training in border
control and drug interception in Vietnam; and law enforcement and counternarcotics
development programs in Cambodia, East Timor and Mongolia.

e Global Programs -- $131.1 million to counter transnational crime and law enforcement and
counternarcotics challenges. Some of the specific components include:
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e Inter-regional Aviation Support -- $60.1 million to provide core services associated with
support functions centered at Patrick Air Force Base necessary to operate a fleet of 189
fixed-and rotary-wing aircraft, which support counternarcotics aviation and border
security operations.

e International Law Enforcement Academy -- $16.5 million to continue to fully support
existing ILEAs in Bangkok, Budapest, Gaborone, Roswell, and the newest ILEA in San
Salvador.

e Anti-Crime Programs -- $14.0 million for programs focused on anticorruption; crimes
involving information technology; financial crimes and money laundering; alien
smuggling; and border security.

Statement of Changes

The FY 2008 request for INCLE represents a 46 percent increase over the FY 2006 request.
Funding increases are attributable to ramped-up programs in Afghanistan and inclusion of funds
for Iraq in the base budget for the first time.

International Narcotics Control and Law Enforcement

by Country
2006 CBJ | 2007 CBJ 2008 CBJ
Actual Estimate Request

INCLE 472,428 703,600 634,600
1.1.1 Deny Terrorist Sponsorship, Support and Sanctuary - * 150
1.1.3 Governments’ Capabilities 13,600 * 6,920
1.1.4 Program Support (Counter-Terrorism) 600 * 449
1.3.1 Operations Support 2,970 * 4,000

1.3.2 Disarmament, Demobilization & Reintegration (DDR) - *
1.3.6 Defense, Military, and Border Restructuring, Reform and Operations 25,300 * 24,241
1.3.7 Law Enforcement Restructuring, Reform and Operations 101,005 * 81,795
1.3.8 Program Support (Stabilization) 1,027 * 4,077
1.4.1 Eradication 200,090 * 249,021
1.4.2 Alternative Development and Alternative Livelihoods 440 * 1,375
1.4.3 Interdiction 34,830 * 45,340
1.4.4 Drug Demand Reduction 17,605 * 10,585
1.4.5 Program Support (Narcotics) 14,934 * 17,248
1.5.1 Financial Crimes and Money Laundering 3,594 * 7,966
1.5.2 Intellectual Property Theft, Corporate Espionage, and Cyber Security 3,366 * 4,367
1.5.3 Trafficking-in-Persons and Migrant Smuggling 5,544 * 10,147
1.5.4 Organized and Gang-related Crime - * 5,000
1.5.5 Program Support (Crime) 1,034 * 319
2.1.3 Justice System 36,152 * 132,285

2.1.4 Human Rights 797 *
2.1.5 Program Support (Rule of Law) 4,663 * 15,400
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2.2.3 Local Government and Decentralization

2.2.4 Anti-Corruption Reforms

4,500

13,500

2.2.6 Program Support (Governance)

377

415

International Narcotics Control and Law Enforcement

By Country

2006 CBJ 2007 CBJ 2008 CBJ

Actual Estimate Request
TOTAL 472,428 703,600 634,600
INCLE 472,428 703,600 634,600
Afghanistan 232,650 * 274,800
Algeria * 200
Argentina * 305
Bahamas 495 * 500
Bangladesh * 1,500
Bolivia * 600
Burkina Faso * 100
Cambodia * 200
Cape Verde * 500
Chile * 100
Democratic Republic of the Congo * 1,750
Djibouti * 300
Dominican Republic * 1,150
East Timor 1,485 * 1,010
Eastern Caribbean * 500
Ecuador * 200
Egypt * 3,000
El Salvador * 800
Ethiopia * 150
Ghana * 500
Guatemala 2,475 * 5,320
Guyana * 100
Haiti 17,500 * 9,000
Honduras * 750
India * 400
Indonesia 4,950 * 10,050
Iraq * 75,800
Israel * 500
Jamaica 990 * 1,009
Jordan * 1,500
Laos 990 * 1,580
Lebanon * 1,800
Liberia 990 * 4,130
Malaysia * 800
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International Narcotics Control and Law Enforcement

By Country
2006 CBJ 2007 CBJ 2008 CBJ
Actual Estimate Request
Mauritania - * 300
Mexico 39,600 * 27,816
Mongolia - * 670
Morocco 990 * 1,000
Mozambique - * 300
Nepal - * 2,700
Nicaragua - * 1,600
Nigeria 990 * 1,200
Pakistan 34,970 * 32,000
Paraguay - * 280
Philippines 1,980 * 1,150
Sierra Leone - * 150
South Africa 594 *
Sri Lanka - * 350
Sudan - * 24,000
Tanzania - * 450
Thailand 990 * 2,300
Trinidad and Tobago - * 500
Tunisia - * 200
Turkey - * 500
Uganda - * 350
United Arab Emirates - * 300
Vietnam - * 200
West Bank and Gaza - * 3,500
Yemen - * 500
Africa Regional 594 *
East Asia and Pacific Regional - * 280
Western Hemisphere Regional 2,475 *
Global Subtotal 126,720 * 131,100
Anticrime Programs 10,395 * 14,000
Civilian Police Program 1,980 * 2,000
Criminal Youth Gangs - * 5,000
Demand Reduction 9,900 * 3,500
International Law Enforcement Academies 15,840 * 16,500
International Organizations 3,960 * 5,500
Interregional Aviation Support 62,865 * 60,100
Trafficking in Persons 4,950 * 4,950
Program Development and Support 16,830 * 19,550
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Migration and Refugee Assistance
($ in thousands)

FY 2007 FY 2008
Estimate Request
MRA 783,090 750,206 773,500

Account FY 2006 Actual

The United States has consistently led the international community in responding to the plight of
refugees and victims of conflict. Such support entails a combination of diplomacy, program
expertise and financial support for voluntary returns, local integration, and resettlement in the
United States. Efforts include protection and assistance programs that foster refugees’ self-
reliance and dignity. This assistance also helps to stabilize countries that are prone to conflict, to
rebuild those recovering from conflicts and to transform communities by increasing the capacity
of governments, local organizations, and individuals to respond to future crises. USG multilateral
funding leverages greater assistance from other countries and encourages global partnerships.

Despite recent repatriation successes, the number of refugees worldwide still totals over 13
million. On top of that, there are millions of additional conflict victims supported through the
Migration and Refugee Assistance (MRA) and the Emergency Refugee and Migration Assistance
(ERMA) appropriations. Support for the return of the uprooted to their home communities — or
resettlement in first-asylum or third countries when return is not possible — helps countries
progress to durable peace, security, and stability. However, humanitarian assistance cannot
replace the long-term political, economic, and social investment necessary to eliminate the root
causes of conflict. Complementary USG programs in the areas of peace and security (including
assistance for victims of trafficking provided through the MRA account), good governance,
investing in people, and economic growth extend the benefits of humanitarian efforts, and support
the transition to recovery and away from humanitarian assistance as soon as possible after conflict
turns to peace.

Peace and Security ($2 million): The U.S. Department of State’s Bureau of Population,
Refugees, and Migration (PRM) plays a key role in USG efforts to combat trafficking in persons
(TIP). The MRA appropriation supports a family reunification program for foreign TIP victims
in the United States, under the provisions of the Trafficking Victims Protection Act (TVPA), as
well as return and reintegration assistance for victims wishing to return to their home country.
Funds also support information campaigns to warn potential victims and sensitize the public, and
capacity-building for governments and non-governmental organizations (NGOSs).

Humanitarian Assistance ($771.4 million): The FY 2008 request for MRA provides protection,
assistance and solutions for refugees and victims of conflict and advances U.S. migration policies.

Protection and solutions are inextricably linked to assistance and recovery — both program
elements in the Humanitarian Assistance objective of the foreign assistance framework. The FY
2008 budget request supports the provision of tangible relief items and services to conflict victims
and refugees based on need and according to minimum international standards. The budget
request focuses on protecting vulnerable populations, particularly women and children, to prevent
and respond to gender-based violence and enable them to participate more fully in their own
protection.
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Assistance to meet basic human needs, in areas including nutrition, health, shelter, and water and
sanitation, is essential to sustain the lives and livelihoods of refugees, IDPs, and conflict victims
from the emergency phase of a crisis through protracted situations, and then leading to a

transition to development.

The USG promotes orderly and humane international migration through support for regional
migration dialogues (Regional Consultative Processes), capacity-building for governments to

develop more effective and humane migration systems, and institutional support for the

International Organization for Migration (including the USG’s mandatory assessed contribution).
The FY 2008 request for Humanitarian Assistance also includes $40 million to support the United
Israel Appeal (UIA). This funding for the UIA supports a package of services designed to

promote integration of approximately 11,500 migrants into Israeli society, including
transportation to Israel, Hebrew language instruction, transitional housing, education, and

vocational training.

Approximately $22.44 million would be devoted to program management and oversight of these
activities, or less than 3% of the total Humanitarian Assistance budget managed through MRA.
The request supports a staff of 24 refugee officers in 19 overseas locations, as well as 106 staff
based in Washington. Costs related to the small staff dedicated to international population
activities are included in the State Department’s Diplomatic and Consular Programs account.

Migration and Refugee Assistance

by Region

2006 CBJ ZCO];)} 2008 CBJ

Actual Estimate Request
MRA 783,090 | 750,206 773,500
Overseas Assistance 562,765 | * 497,600
Africa 245,486 | * 220,000
Europe 22,594 | * 20,000
Near East 43,429 | * 30,800
South Asia 97,215 | * 93,100
Western Hemisphere 50,193 | * 44,400
Migration 24,335 | * 21,000
Strategic Global Priorities 66,624 | * 56,600
Iraq 12,889 | * 11,700
Refugee Admission 159,440 | * 213,400
Humanitarian Migrants to Israel 39,600 | * 40,000
Administrative Expenses 21,285 | * 22,500

Statement of Changes

Carryover for Administrative Expenses from FY 2006 to FY 2007 resulted in a decreased
requirement for appropriated funds in FY 2007. Actual administrative needs in FY 2008 is

essentially straightlined from FY 2007.

Of the $783.09 million appropriated in FY 2006, approximately $34.4 million was carried
forward into FY 2007, of which $26.5 million was for Refugee Admissions, $6.1 million for
Administrative Expenses, and $1.8 million for Overseas Assistance.
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In addition to the FY 2008 MRA request of $773.5 million reflected above, an additional $35
million FY 2008 request for MRA is included in the FY 2008 Iraq country presentation.

OVERSEAS ASSISTANCE

$497.6 million - The majority of refugee assistance funds (about 86% in FY 2006) are provided
multilaterally through international organizations (10s). Funding is also provided bilaterally to
non-governmental organizations (NGOs) that fill gaps in the international community’s
multilateral response.

The USG works closely with other key donor governments to achieve a common operating
picture concerning what constitutes satisfactory performance from the overall international
humanitarian system. The Department is actively involved in reform efforts to make the UN
stronger by increasing the effectiveness of multilateral humanitarian action.

Primary International Organization partners

The Department intends to use the funds requested for FY 2008 to provide a U.S. contribution to
the calendar year 2008 requirements of the international organizations (10s) listed below.
Traditionally, U.S. funding aims to meet 20-25 percent of these 10s’ funding requests, with
reliance on other donors to support the remaining 75-80 percent. Contributions to these
organizations from all sources (MRA plus ERMA and Supplemental funds) exceeded $640
million in FY06.

The Office of the United Nations High Commissioner for Refugees (UNHCR) works with partners
to ensure that refugees’ basic needs such as water, shelter, food, healthcare, and primary
education are met. In 2008, UNHCR will continue efforts to direct protection and assistance
activities toward those in need, particularly the most vulnerable - women, children, disabled,
elderly - who comprise the majority of the populations of concern to UNHCR.

The International Committee of the Red Cross (ICRC) is an independent, internationally funded
humanitarian institution mandated by the Geneva Conventions, to which the United States is a
party. The primary goals of the ICRC are to protect and assist civilian victims of armed conflict,
trace missing persons, reunite separated family members, deal with prisoners of war (POWSs), and
disseminate information on the principles of international humanitarian law.

The United Nations Relief and Works Agency for Palestine Refugees in the Near East (UNRWA)
has a continuing mandate from the United Nations to provide education, health, relief, and social
services to the over 4.3 million registered Palestinian refugees residing in Jordan, Syria, Lebanon,
and the West Bank and Gaza. During humanitarian crises, such as the one in West Bank and
Gaza or Lebanon in the summer of 2006, UNRWA also provides emergency assistance, including
food to vulnerable Palestinian refugees.

The International Organization for Migration (IOM) works with governments, other international
organizations, and voluntary agencies to facilitate the orderly and humane migration of persons.
IOM works in six service areas: assisted voluntary returns and reintegration, counter-trafficking,
migration health, transportation, labor migration, and technical cooperation on migration.

U.S. support may also be provided to other 10s and NGOs as required to meet specific program
needs and objectives. Other 10s receiving MRA funds in the past include the UN Children’s
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Fund (UNICEF), the UN Office for the Coordination of Humanitarian Affairs (OCHA), the
World Food Program (WFP), the UN Development Program (UNDP), and the International
Federation of Red Cross and Red Crescent Societies. The six largest of the forty-three NGO
recipients of MRA or Emergency Refugee and Migration Assistance (ERMA) funds for overseas
assistance in FY 2006, in order of magnitude, were the International Rescue Committee, the
International Medical Corps, the American Refugee Committee, Mercy Corps, Shelter for Life,
and the International Catholic Migration Commission. NGO programs may commence at any
point in the fiscal year, with funding typically provided for a twelve-month period. The
Department may reallocate funds between regions or organizations within the overseas assistance
request in response to changing requirements.

Assistance Programs in Africa — 220.0 million

At present, the nascent or ongoing transformation of a number of conflict situations — Angola,
Burundi, the Democratic Republic of the Congo (DRC), Liberia, southern Sudan — is gradually
driving down refugee and internally displaced person (IDP) numbers on the continent. Estimated
numbers of refugees in Africa total 2.7 million and IDPs 12 million. Though numbers are
decreasing, resource requirements remain high to support protection and life-sustaining assistance
for refugees/IDPs in hard-to-access locations and unable to return as well as increased needs for
reintegration support to assist returnees, many of whom spent years in first asylum.

The FY 2008 MRA request for Overseas Assistance in Africa continues support for peace
processes through refugee and IDP return and reintegration operations, which are critical in
countries such as Burundi, the DRC and Sudan. The MRA request includes USG contributions
for UNHCR and ICRC. Some funding is also included for other 10s and NGOs that work with
UNHCR to fill gaps in basic relief and reintegration programs.

Assistance Programs in East Asia - $20.0 million

The FY 2008 request includes continued support for UNHCR and ICRC programs throughout
East Asia, as well as for the humanitarian assistance and protection needs of vulnerable North
Koreans outside the Democratic People’s Republic of Korea (DPRK).

The largest group of refugees in East Asia continues to be Burmese. At the beginning of 2007,
approximately 150,000 refugees from a variety of ethnic groups in Burma resided in camps in
Thailand. The FY 2008 request includes support for programs of non-governmental
organizations (NGOs) that provide basic health care and water and sanitation for Burmese in
camps in Thailand, as well as for the Thai Burma Border Consortium, which provides food to
Burmese refugees on the Thai-Burma border. MRA contributions to UNHCR in FY 2008 will
provide support to approximately 29,000 Burmese Rohingya refugees in camps in Bangladesh
and some reintegration and recovery assistance to Rohingyas who have returned to Burma. North
Korean refugees continue to flee famine and oppression in the DPRK. The North Korean Human
Rights Act of 2004 called on the USG to do more to assist this vulnerable population; the State
Department will actively continue to support the efforts of the UN to improve its access,
protection, and assistance of these people in FY 2008.

Assistance Programs in Europe - $30.8 million

The FY 2008 budget request provides support for internally displaced persons (IDPs) in the
Caucasus and assistance with durable solutions (return or local integration) for IDPs and refugees
from Kosovo in the aftermath of the province’s status resolution.
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In the South Caucasus region, the request would provide support for continued assistance to IDPs
as well as preparations for repatriation in case peace is achieved in either of the two longstanding
conflicts — Abkhazia and Nagorno Karabakh. MRA will support UNHCR, other UN agencies,
the ICRC, and NGOs to continue providing life-sustaining assistance to the most vulnerable
refugees and IDPs in the Caucasus. In the wake of a probable mid-2007 resolution of Kosovo’s
final political status — which would bring to a close a long period of uncertainty for more than
200,000 displaced Kosovo minorities — resources will be required both to facilitate the return and
reintegration of those displaced minorities who choose to return to Kosovo from Serbia,
Montenegro, and Macedonia, as well as to assist those who choose not to return to Kosovo in
their efforts to integrate locally within Serbia or Montenegro.

Assistance Programs in the Near East - $93.1 million

The FY 2008 request will support UNHCR and ICRC programs throughout the Near East and
continue support for the UN Relief and Works Agency for Palestine Refugees in the Near East
(UNRWA). With USG support, UNRWA provides basic assistance, including health care and
primary education for over 4.3 million registered Palestinian refugees in Jordan, Lebanon, Syria,
West Bank and Gaza. UNRWA'’s funding needs have grown substantially in recent years for
several reasons: An increasing number of Palestinian refugees rely on UNRWA’s social services
and emergency assistance in West Bank/Gaza; UNRWA is elevating its services to a level
comparable to those provided by host governments in the region; the agency has launched a
management reform initiative and is placing increased focus on the promotion of self-reliance
among Palestinian refugees.

The MRA request also includes $35 million for the FY 2008 Global War on Terror Emergency
funds and contributions through the MRA account for programs of UNHCR, ICRC, and NGOs to
assist and protect Iragi refugees and conflict victims, including those seeking asylum in
neighboring countries and displaced populations inside Irag. This funding level is presented in
the Iraq country table.

Assistance Programs in South Asia - $44.4 million

The FY 2008 request will support UNHCR, ICRC, and NGO programs throughout South Asia.
The bulk of the request will provide continued repatriation and reintegration support for refugees
returning to Afghanistan, as well as assistance for those still remaining in neighboring countries.
While over 4.7 million refugees have returned to Afghanistan since 2002, an estimated 3.5
million Afghans remain in Pakistan and Iran. Hundreds of thousands of returnees are expected to
cross into Afghanistan in 2008, and the scale of the overall return is unmatched anywhere else in
the world. The request also supports funding for Tibetans in Nepal and India, assistance for
displaced Sri Lankans, and support for Bhutanese refugees in Nepal.

Assistance Programs in the Western Hemisphere - $21.0 million

The FY 2008 request provides some emergency assistance to persons displaced by the conflict in
Colombia. The number of IDPs in Colombia continues to grow by approximately 300,000 each
year and totals nearly three million, making it one of the largest displaced populations in the
world. The request includes support to the regional programs of UNHCR and ICRC. The request
also includes funds to meet the Department’s commitment to support the needs of migrants at the
Guantanamo Bay Naval Base who have been found to be in need of protection as well as their
initial resettlement in third countries.
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Strategic Global Priorities - $56.6 million

The FY 2008 request will provide funding to programs that provide protection and assistance
directly to the most vulnerable populations, including women and children, and refugees in
protracted situations, including crucial programs that address the problem of gender-based
violence. The request would increase the number of protection staff in the field and ensure that
10s and NGOs have the tools to respond quickly and effectively to emerging crises, protect
populations in need, and protect the organizations' staffs in increasingly insecure environments.

The request includes funding to monitor the impact of refugee programs through improving the
international community’s use of standards and indicators, such as mortality rates and nutritional
status. Funding for refugee health programs at a global level focuses on enhancing humanitarian
partners’ technical capacity to address emerging threats to their beneficiary populations, including
threats posed by pandemic influenza, as well as ongoing challenges, such as malaria, cholera and
other infectious diseases.

Migration - $11.7 million

FY 2008 MRA funds will be used to continue support for regional migration dialogues in Latin
America, Africa, Europe, and Asia. The FY 2008 request provides modest, but essential, funding
for anti-trafficking initiatives through the International Organization for Migration (IOM),
primarily to prevent the exploitation of women and children worldwide and provide assistance to
trafficking victims, including through return and reintegration programs. The Migration request
includes funds for the USG’s assessed contribution to IOM and tax reimbursement for its
American employees.

Refugee Admissions - $213.4 million

The FY 2008 request strengthens USG support for the Refugee Admissions program, which, in
partnership with U.S. NGOs, provides a durable solution for the world’s most vulnerable
populations. MRA funds will continue to provide initial resettlement services to all arriving
refugees, including housing, furnishings, clothing, food, and medical referrals.

To implement the program, the Department provides funding to numerous U.S.-based NGOs
involved both in overseas processing functions and in domestic reception and placement services.
IOM receives MRA funds for overseas processing functions in some locations and transportation-
related services for all refugees admitted under the U.S. program. Funds provided to the UNHCR
from the FY 2008 request will be targeted at increasing the organization’s capacity worldwide to
screen populations and refer for resettlement caseloads that are in need of this critical form of
protection.

The FY 2008 request reflects the President’s commitment to sustain the Refugee Admissions
program by maintaining a funding level sufficient to resettle 70,000 individuals in the United
States — the level determined by the President for FY 2007. Global and regional admissions
ceilings for FY 2008 will be set by a Presidential Determination after the Congressional
consultations process later in FY 2007.
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Humanitarian Migrants to Israel - $40.0 million

The FY 2008 request maintains the FY 2007 level of support for the humanitarian migrants
program of the United Israel Appeal (UIA). It reflects the resource level necessary to support a
package of services designed to promote integration of humanitarian migrants into Israeli society,
including transportation to Israel, Hebrew language instruction, transitional housing, education,
and vocational training, and will support the continued movement of Ethiopian humanitarian
migrants to Israel. It is expected that this request will decrease in out years.

Administrative Expenses - $22.5 million

The FY 2008 request of $22.5 million for administrative expenses provides the Bureau of
Population, Refugees, and Migration (PRM) with the resources to manage effectively and
responsibly the critical humanitarian programs funded through the MRA and ERMA
appropriations.

With this administrative budget, PRM manages annually resources of over $900 million. The
funding level for administrative expenses in FY 2008 will be straight-lined from the actual FY
2007 administrative funding program levels. In FY 2007, the administrative budget will use
savings from carryover funding to supplement appropriated funds in order to support critical
direct humanitarian assistance programs. In FY 2008, we anticipate that carryover funds will not
be available.

Migration and Refugee Assistance
by Account, Program Area and Program Element

2006 CBJ 2007 CBJ 2008 CBJ
Actual Estimate Request
MRA
1.5 Transnational Crime 3,423 * 2,050
1.5.3 Trafficking-in-Persons and Migrant Smuggling 3,338 * 2,000
1.5.5 Program Support (Crime) 85 * 50
5.1 Protection, Assistance and Solutions 729,267 * 720,327
5.1.1 Protection and Solutions 490,649 * 478,480
5.1.2 Crisis Assistance and Recovery 218,667 * 220,820
5.1.3 Program Support (Protection) 19,951 * 21,027
5.3 3 Migration Management 50,400 * 51,123
5.3.1 Protection and Assistance 39,770 * 40,000
5.3.2 Institutional Support and Capacity-building 9,381 * 9,700
5.3.3 Program Support (Migration) 1,249 * 1,423
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U.S. Emergency Refugee and Migration Assistance Fund
(% in thousands)

FY 2007

Account FY 2006 Actual . FY 2008 Request
Estimate

ERMA 29,700 30,000 55,000

The U.S. Emergency Refugee and Migration Assistance Fund (ERMA\) is a no-year
appropriation, drawn upon by the President to meet “unexpected urgent refugee and migration
needs” whenever the President determines that it is “important to the national interest” to do so.
The Migration and Refugee Assistance Act of 1962, as amended, provides permanent
authorization for the account of up to $100 million. The FY 2008 request of $55 million will
provide the critical capacity needed to respond to unexpected refugee and migration emergencies.

At the beginning of FY 2007, $11.7 million remained in the fund. The FY 2007 ERMA
appropriation is likely to be $30 million. Under three Continuing Resolutions, the latest of which
expires February 15, 2007, $11.3 million in FY 2007 funds has been apportioned to the account.
During the first quarter of FY 2007, $5.215 million was drawn down from the Fund to support
humanitarian needs related to unanticipated and urgent requirements resulting from conflicts in
Somalia and Sri Lanka, leaving $17.8 million available as of mid-January 2007. We anticipate
extensive use of ERMA resources in 2007 to respond to any number of refugee emergencies now
on the horizon.

Replenishment of the Fund in FY 2008 is essential to maintaining USG leadership to respond to
refugee and migration emergencies, providing sufficient resources to cover drawdown levels that,
except for years in which emergency supplemental appropriations to the MRA and/or ERMA
accounts were passed, have averaged $55 - $60 million a year.

A $75.7 million emergency supplemental MRA appropriation and reallocation of $50 million in
Economic Support Funds (ESF) to address the emergency needs of the U.N. Relief and Works
Agency for Palestine Refugees in the Near East (UNRWA) obviated the need for more extensive
use of ERMA in FY 2006. A total of $46.5 million was drawn down from the Fund during FY
2006 for the following needs:

Presidential Determination 2006-4: $5 million

On November 22, 2005, $5 million was authorized to support unexpected and urgent
humanitarian needs of refugees and other victims related to the October 2005 earthquake in
Pakistan.

Presidential Determination 2006-13: $28 million

On May 4, 2006, $28 million was authorized to respond to the humanitarian crisis in Somalia ($3
million), and to support unexpected and urgent needs related to: refugee repatriation and
reintegration in Burundi ($2 million) and the Democratic Republic of the Congo ($12 million),
refugee food pipeline breaks in Africa ($3 million), and the UN High Commissioner for Refugees
new protection and assistance responsibilities for internally displaced persons ($8 million).
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Presidential Determination 2006-21: $13.5 million

On August 21, 2006, $13.5 million was authorized to support unexpected urgent humanitarian
needs related to the conflict in Lebanon.

U.S. Emergency Refugee and Migration Assistance Fund

by Program Objective, Program Area and Program Element

2006 CBJ 2007 CBJ 2008 CBJ

Actual Estimate Request
TOTAL 29,700 30,000 55,000
5 Humanitarian Assistance 29,700 30,000 55,000
5.1 Protection, Assistance and Solutions 29,700 30,000 55,000
5.1.1 Protection and Solutions 29,700 30,000 55,000
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Nonproliferation, Anti-terrorism, Demining, and Related Programs

FY 2006 FY 2007 FY 2008
Actual Estimate Request

405,999 392,821 464,000

($ in thousands)

Nonproliferation, Anti-terrorism, Demining, and
Related Programs

The FY 2008 NADR request for this account totals $464 million, comprised of nonproliferation
activities, antiterrorism programs, and regional stability and humanitarian activities. The NADR
account provides resources to support critical security and humanitarian-related priority
interventions.

NADR funding snapshot (For a complete list of all programs funded under this account, please
refer to the tables at the back of this volume.)

Non-proliferation activities -- $192.8 million

e $53.5 million for Global Threat Reduction Program (formerly the Nonproliferation of WMD
Expertise program) to support specialized programs aimed at reducing the threat of terrorist
or proliferant state acquisition of WMD materials, equipment, and expertise.

e $50.0 million for voluntary contributions to the International Atomic Energy Agency to
support programs in nuclear safeguards, safety, and security.

e $41.3 million for the global Export Control and Related Border Security program, which is
designed to help prevent and interdict the proliferation of WMD, missile delivery systems,
and advanced conventional weapons.

e $30.0 million for the Nonproliferation and Disarmament Fund to halt the proliferation of
weapons of mass destruction (WMD), their delivery systems, and advanced conventional
weapons systems, with particular emphasis on denying such weapons to terrorists. Funds
also support the destruction of existing weapons.

e $18.0 million for the Comprehensive Nuclear-Test-Ban Preparatory Commission to pay the
U.S. share for the ongoing development and implementation of the International Monitoring
System.

Anti -Terrorism Programs -- $150.0 million
e $124.3 million for the Anti-Terrorism Assistance program to support the global campaign
against terrorism by providing strategic, operational, and technical training and equipment.

The FY 2008 request includes new in-country programs in lraq and continues funding for
programs in Afghanistan, Pakistan, Indonesia, Kenya, the Philippines and Colombia.
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e $18.3 million to expand and strengthen the Terrorist Interdiction Program (TIP) in highest
priority countries such as Irag, Afghanistan, Pakistan, Yemen and Kenya.

Regional Stability and Humanitarian Assistance -- $121.2 million

¢ $66.5 million for the Humanitarian Demining program, which supports a range of
humanitarian mine action (HMA) initiatives, such as landmine and unexploded ordnance
clearance, landmine surveys, and mine-risk education.

o $44.7 million to support the Small Arms/Light Weapons Destruction initiative, designed to
eliminate excess, loosely secured, or other at-risk small arms and light weapons worldwide,
including Man Portable Air Defense Systems (MANPADS).

e $10.0 million to support the International Trust Fund (ITF) for Demining and Mine Victims’
Assistance in South East Europe to conduct a broad range of mine action initiatives.

Statement of Changes

Overall, the FY 2008 NADR request represents a 14 percent increase from FY 2006 levels. This
includes a $12.9 million increase to TIP to support program expansion and strengthening within
the highest priority countries. TIP strives to derail terrorist international travel by providing
select countries with a computer network enabling immigration and border control officials to
quickly identify suspect persons attempting to enter or leave the country. $11.0 million in
increased funding to the Humanitarian Demining Program continues the Administration’s
commitment to initiate, sustain, or expand U.S. HMA efforts in some 15 countries across the
globe. Also included is $36.0 million in increased funding to support initiatives to counter the
proliferation of MANPADS, including stockpile security and destruction. Destruction of these
and other light weapons contributes to U.S. force protection and regional security efforts by
helping to prevent the spread of illicit weapons to insurgent groups and terrorist organizations.
Destruction of MANPADS, a weapon sought after and used by terrorist groups, will be the
priority in FY 2008.

Nonproliferation, Anti-terrorism, Demining and Related Programs

by Account, Program Area and Program Element

2006 CBJ | 2007 CBJ 2008 CBJ
Actual Estimate Request

NADR 405,999 392,821 464,000
1.1 Counter-Terrorism 129,680 * 149,349
1.1.1 Deny Terrorist Sponsorship, Support and Sanctuary 20,157 * 26,013
1.1.2 De-Legitimize Terrorist Ideology 6,885 *
1.1.3 Governments’ Capabilities 99,158 * 123,336
1.1.4 Program Support (Counter-Terrorism) 3,480 *
1.2 Combating Weapons of Mass Destruction (WMD) 193,451 * 193,770
1.2.1 Counter WMD Proliferation and Combat WMD Terrorism 174,375 * 175,203
1.2.2 Program Support (WMD) 19,076 * 18,567
1.3 Stabilization Operations and Security Sector Reform 81,082 * 120,581
1.3.3 Destruction and Security of Conventional Weapons 9,138 * 44,121
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1.3.4 Explosive Remnants of War (ERW) 65,377 * 75,360
1.3.5 Immediate Protection of Civilians in Conflict 110 *

1.3.6 Defense, Military, and Border Restructuring, Reform and Operations 5,203 * 100
1.3.7 Law Enforcement Restructuring, Reform and Operations 220 *

1.3.8 Program Support (Stabilization) 1,034 * 1,000

1.5 Transnational Crime 1,786 * 300

1.5.1 Financial Crimes and Money Laundering 1,246 * 300
1.5.3 Trafficking-in-Persons and Migrant Smuggling 540 *

Nonproliferation, Anti-terrorism, Demining and Related Programs

by Activity

2006083 29T 2008CBJ

Actual Estimate Request
NADR 405,999 392,821 464,000
Nonproliferation Programs 195,872 | * 192,770
Nonproliferation and Disarmament Fund 37,125 | * 30,000
Export Control and Related Border Security Assistance 42,966 | * 41,270
Global Threat Reduction (formerly NWMDE) 52,074 | * 53,500
IAEA Voluntary Contribution 49,500 50,000
CTBT International Monitoring System 14,207 | * 18,000
Anti-Terrorism Programs 136,125 | * 150,024
Anti-terrorism Assistance 122,265 | * 124,311
Terrorist Interdiction Program 5,445 18,345
CT Engagement with Allies 990 1,000
Counterterrorism Financing 7,425 6,368
Regional Stability & Humanitarian Assistance 74,002 | * 121,206
Humanitarian Demining Program 55,440 | * 66,485
International Trust Fund 9,900 | * 10,000
Small Arms/Light Weapons Destruction 8,662 | * 44,721

Nonproliferation, Anti-terrorism, Demining and Related Programs

by Country
2006 CBJ 2007 CBJ 2008 CBJ
Actual Estimate Request
NADR 392,821
Afghanistan 30,050 * 21,650
Albania 1,005 * 600
Algeria * 820
Angola 6,120 * 6,300
Argentina 550 * 770
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Nonproliferation, Anti-terrorism, Demining and Related Programs

by Country
2006 CBJ 2007 CBJ 2008 CBJ
Actual Estimate Request
Armenia 700 * 600
Azerbaijan 5,064 * 2,080
Bahamas 754 * 500
Bahrain 2,761 * 1,250
Bangladesh 5,094 * 6,350
Belarus 250 *
Bolivia - * 425
Bosnia and Herzegovina 1,539 * 1,250
Brazil 1,115 * 530
Brunei 18 *
Bulgaria 400 * 300
Burundi - * 350
Cambodia 5,000 * 2,510
Chad 2,405 *
Chile 470 * 650
Colombia 5,476 * 3,742
Cote d'lvoire 100 *
Croatia 1,300 * 595
Cyprus 350 *
Djibouti 120 *
Dominican Republic 1,285 * 500
Eastern Caribbean 404 * 500
Ecuador - * 175
Egypt 1,029 * 1,570
El Salvador 423 * 105
Eritrea 400 *
Estonia 50 *
Ethiopia 270 *
Georgia 3,137 * 3,215
Ghana 100 *
Honduras 315 *
Hungary 640 *
India 2,711 * 2,700
Indonesia 6,888 * 5,905
Iraq - * 16,000
Israel 526 *
Jamaica 110 * 505
Jordan 2,491 * 23,755
Kazakhstan 2,041 * 4,200
Kenya 4,763 * 5,824
Kosovo 100 *
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Nonproliferation, Anti-terrorism, Demining and Related Programs

by Country
2006 CBJ 2007 CBJ 2008 CBJ
Actual Estimate Request

Kuwait 628 *

Kyrgyz Republic 2,917 * 3,000
Laos 3,300 * 1,400

Latvia 110 *

Lebanon 2,978 * 4,776

Liberia 220 *

Libya - * 300
Lithuania 538 *

Macedonia 2,295 * 1,135
Malaysia 1,526 * 2,010
Mali 564 *
Malta 760 *
Mauritius 903 *
Mexico 625 * 420
Moldova 320 * 75
Montenegro - * 600
Morocco 775 * 1,100
Mozambique 2,344 *
Nepal - * 1,150
Nicaragua 9 * 75

Niger 905 *

Oman 400 * 1,900
Pakistan 8,585 * 10,300
Panama 175 * 1,100

Paraguay 1,010 * 270
Peru 205 * 110
Philippines 4,968 * 4,463
Qatar 906 * 270
Russia 700 * 1,500
Saudi Arabia 1,577 * 100
Senegal 1,200 *
Serbia 1,560 * 1,650
Singapore 140 * 725
Slovakia 406 *
Slovenia 50 *
South Africa 39 *
Sri Lanka 3,615 * 1,150
Sudan 3,020 * 4,000
Suriname 100 *
Taiwan 450 * 575
Tajikistan 1,970 * 4,000

92



Nonproliferation, Anti-terrorism, Demining and Related Programs

by Country
2006 CBJ 2007 CBJ 2008 CBJ
Actual Estimate Request
Tanzania 2,701 * 150
Thailand 3,989 * 2,500
Togo 32 *
Trinidad and Tobago 234 * 890
Tunisia 25 * 500
Turkey 730 * 2,200
Turkmenistan 400 * 750
Uganda 140 *
Ukraine 3,100 * 2,100
United Arab Emirates 961 * 300
Uzbekistan - * 900
Vietnam 3,770 * 920
Yemen 1,441 * 4,050
Zambia 100 *
Office of the Coordinator for Counterterrorism 46,327 * 41,600
Europe Regional 977 * 500
Bureau of International Security and Nonproliferation (ISN) 169,813 * 168,500
Bureau of Political-Military Affairs (PM) 18,239 * 65,300
Africa Regional - * 7,200
East Asia and Pacific Regional 1,000 * 860
Near East Regional 300 *
South and Central Asia Regional 153 * 400
Western Hemisphere Regional 450 *

Export Control and Related Border Security Assistance (EXBS)
Nonproliferation, Anti-terrorism, Demining and Related Programs

2006 Actual ‘ Esfi?g;te ReZqOL?Sst
TOTAL 42,966 * 41,270
Africa 300 * =
Kenya 100 *
Tanzania 200 *
Bureau of International Security and Nonproliferation 16,907 * 17,000
ISN - EXBS (Global) 16,907 * 17,000
East Asia & Pacific 3,485 * 2,990
Indonesia 450 * 490
Malaysia 420 * 490
Philippines 475 * 210
Singapore 140 * 725
Taiwan 450 * 575
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Export Control and Related Border Security Assistance (EXBS)
Nonproliferation, Anti-terrorism, Demining and Related Programs

2006 Actual ‘ RequL?SS ¢
Thailand 160 * 400
Vietnam 390 * 100
East Asia and Pacific Regional 1,000 *

Europe and Eurasia 13,469 * 9,230
Albania 505 * 300
Armenia 700 * 600
Azerbaijan 1,650 * 1,200
Belarus 250 *

Bosnia and Herzegovina 895 * 400
Croatia 1,300 * 595
Cyprus 350 *

Estonia 50 *

Georgia * 1,200
Latvia 50 *

Lithuania 538 *

Macedonia 700 * 535
Malta 660 *

Moldova 320 *

Montenegro * 300
Russia 700 * 1,500
Serbia 1,560 * 900
Slovakia 406 *

Slovenia 50

Turkey 350 * 600
Ukraine 1,600 * 1,100
Europe and Eurasia Regional 835 *

Near East 2,225 * 3,400
Egypt 310 * 500
Jordan 1,115 * 1,000
Libya * 300
Morocco * 200
Oman 300 * 500
Tunisia * 100
United Arab Emirates * 300
Yemen 200 * 500
Near East Regional 300 *

South and Central Asia 4,435 * 7,650
Afghanistan 400 * 750
Bangladesh * 300
India 175 * 700
Kazakhstan 1,050 * 2,000
Kyrgyz Republic 810 * 1,000
Pakistan 700 * 500
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Export Control and Related Border Security Assistance (EXBS)
Nonproliferation, Anti-terrorism, Demining and Related Programs

2006 Actual ‘ Es?i?r?;te RequL?GBSt

Sri Lanka 300 * 250
Tajikistan 600 * 1,000
Turkmenistan 400 * 750
South and Central Asia Regional * 400

Western Hemisphere 2,145 * 1,000
Argentina 550 * 300
Chile 470 * 300
Mexico 625 * 300
Panama 50 * 100
Western Hemisphere Regional 450 *

Anti-terrorism Assistance (ATA)

Nonproliferation, Anti-terrorism, Demining and Related Programs

2006 Actual Es%i?T?;te 2008 Request

TOTAL 122,265 * 124,311
Africa 9,597 * 11,500

Chad 625 *

Djibouti 120 *

Ethiopia 170 *

Kenya 3,150 * 5,500

Liberia 220 *

Mali 564 *

Mauritius 903 *

Niger 905 *

Senegal 800 *

South Africa 39 *

Tanzania 2,101 *

Africa Regional * 6,000
East Asia & Pacific 14,257 * 10,890

Brunei 18 *

Indonesia 6,237 * 4,200

Malaysia 825 * 770

Philippines 4,239 * 3,500

Thailand 2,858 * 1,700

Vietnam 80 *

East Asia and Pacific Regional * 720
Europe and Eurasia 4,574 * 3,340

Albania 200 *

Azerbaijan 350 * 400
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Anti-terrorism Assistance (ATA)

Nonproliferation, Anti-terrorism, Demining and Related Programs

2006 Actual Esfi?r?gte 2008 Request
Bosnia and Herzegovina 485 * 650
Georgia 1,014 * 565
Hungary 640 *
Latvia 60 *
Macedonia 1,445 * 400
Moldova * 75
Turkey 380 * 750
Europe and Eurasia Regional * 500
Near East 9,928 * 30,671
Bahrain 2,761 * 750
Egypt 575 * 370
Irag * 1,000
Israel 526 *
Jordan 1,024 * 22,355
Kuwait 435 *
Lebanon 1,558 * 3,676
Morocco 525 * 500
Oman 100 * 900
Qatar 788 * 270
Saudi Arabia 1,387 * 100
Tunisia 25 *
United Arab Emirates 183 *
Yemen 41 * 750
Office of the Coordinator for Counterterrorism 42,557 * 39,600
SICT - Anti-terrorism Assistance (ATA) (Global) 42,557 * 39,600
South and Central Asia 32,448 * 20,250
Afghanistan 12,123 * 1,300
Bangladesh 4112 * 3,550
India 2,536 * 1,000
Kazakhstan 991 * 1,000
Kyrgyz Republic 2,107 * 1,500
Nepal * 1,000
Pakistan 7,302 * 8,000
Sri Lanka 2,207 * 400
Tajikistan 1,070 * 2,000
Uzbekistan * 500
Western Hemisphere 8,904 * 8,060
Argentina * 470
Bahamas 754 * 500
Brazil 1,115 *
Chile * 350
Colombia 5,176 * 3,315
Dominican Republic 100 * 500
Eastern Caribbean 404 * 500
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Anti-terrorism Assistance (ATA)
Nonproliferation, Anti-terrorism, Demining and Related Programs

2006 Actual Esfi?rc]);te 2008 Request
Ecuador - * 175
El Salvador 423 * 105
Jamaica 110 * 505
Mexico - * 120
Panama - * 250
Paraguay 383 * 270
Peru 205 * 110
Trinidad and Tobago 234 * 890

Counterterrorism Financing (CTF)
Nonproliferation, Anti-terrorism, Demining and Related Programs

2006 Actual Esfi?g;e 2008 Request

TOTAL 7,425 * 6,368

Africa 1,113 *

Kenya 813 *
Tanzania 300 *

East Asia & Pacific 657 * 948
Indonesia 201 * 465
Malaysia 281 *

Philippines 104 * 343
Thailand 71 *
East Asia and Pacific Regional - * 140

Europe and Eurasia 300 * 300
Bosnia and Herzegovina 159 * 200
Turkey - * 100
Europe and Eurasia Regional 141 *

Near East 2,024 * 2,620
Algeria - * 320
Egypt 144 * 200
Irag - * 1,100
Jordan 352 * 400
Kuwait 193 *

Lebanon - * 100
Morocco 249 * 200
Qatar 118 *
Saudi Arabia 189 *
United Arab Emirates 779 *
Yemen - * 300
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Counterterrorism Financing (CTF)
Nonproliferation, Anti-terrorism, Demining and Related Programs

2006 Actual 2008 Request
Office of the Coordinator for Counterterrorism 1,085 * 500
SICT - Counterterrorism Financing (CTF) (Global) 1,085 * 500
South and Central Asia 1,494 * 2,000
Afghanistan 275 * 600
Bangladesh 983 * 1,000
Pakistan 83 * 400
South and Central Asia Regional 153 *
Western Hemisphere 752 *
Panama 125 *
Paraguay 627 *

Terrorist Interdiction Program (TIP)
Nonproliferation, Anti-terrorism, Demining and Related Programs

2006 Actual e mi%(t’g 2008 Request

TOTAL 5,445 Z 18,345
Africa 1,300 * 1,650

Cote D'lvoire 100 *

Ethiopia 100 *

Ghana 100 *

Kenya 700 * 300

Tanzania 100 * 150

Uganda 100 *

Zambia 100 *

STATE Africa Regional * 1,200
East Asia & Pacific 1,000 * 2,040

Cambodia 100 *

Indonesia * 750

Malaysia * 750

Philippines * 140

Thailand 900 * 400
Europe and Eurasia 350 * 750

Kosovo 100 *

Malta 100 *

Macedonia 150 *

Turkey * 750
Near East 500 * 4,600

Algeria * 500

Bahrain * 500
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Terrorist Interdiction Program (TIP)

Nonproliferation, Anti-terrorism, Demining and Related Programs

2006 Actual o 2007
Egypt * 500
Irag * 1,000
Morocco * 200
Oman * 500
Tunisia * 400
Yemen 500 * 1,000
Office of the Coordinator for Counterterrorism 1,695 * 500
SICT - Terrorist Interdiction Program (TIP) (Global) 1,695 * 500
South and Central Asia 600 * 7,450
Afghanistan 100 * 1,000
Bangladesh * 1,500
India * 1,000
Kazakhstan * 500
Kyrgyz Republic * 500
Nepal * 150
Pakistan 500 * 900
Sri Lanka * 500
Tajikistan * 1,000
Uzbekistan * 400
Western Hemisphere * 1,355
Brazil * 530
Nicaragua * 75
Panama * 750
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Humanitarian Demining Program

Nonproliferation, Anti-terrorism, Demining and Related Programs

2006 Actual Estiri%?g 2008 Request

TOTAL 55,440 * 66,485

Africa 13,017 * 9,550
Angola 5,673 * 5,800
Burundi * 350
Chad 1,780 *

Eritrea 400 *
Mozambique 2,344 *
Senegal 400 *
Sudan 2,420 * 3,400

Bureau of Political and Military Affairs 7,891 * 21,700
PM - Humanitiarian Demining (Global) 7,891 * 21,000
PM - Program Development & Support * 700

East Asia & Pacific 11,500 * 4,730
Cambodia 4,900 * 2,510
Laos 3,300 * 1,400
Vietnam 3,300 * 820

Europe and Eurasia 5,187 * 1,180
Azerbaijan 3,064 * 480
Georgia 2,123 * 700

Near East 2,120 * 13,900
Irag * 12,900
Lebanon 1,420 * 1,000
Yemen 700 *

South and Central Asia 15,425 * 15,000
Afghanistan 14,317 * 15,000
Sri Lanka 1,108 *

Western Hemisphere 300 * 425
Bolivia * 425
Colombia 300 *
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Small Arms / Light Weapons Destruction Program

Nonproliferation, Anti-terrorism, Demining and Related Programs

2006 Actual % 2008 Request
TOTAL 8,662 44,721
Africa 1,119 1,124
Angola 447 500
Kenya 24
Sudan 600 600
Togo 32
Uganda 40
Bureau of Political and Military Affairs 448 33,600
PM - Small Arms / Light Weapons (Global) 448 33,300
PM - Program Development & Support 300
East Asia & Pacific 150 270
Philippines 150 270
Europe and Eurasia 2,200 3,600
Albania 300 300
Bulgaria 400 300
Georgia 750
Macedonia 200
Montenegro 300
Serbia 750
Ukraine 1,500 1,000
Near East 1,500
Yemen 1,500
South and Central Asia 3,135 4,200
Afghanistan 2,835 3,000
Kazakhstan 700
Pakistan 500
Tajikistan 300
Western Hemisphere 1,610 427
Colombia 427
Dominican Republic 1,185
Honduras 316
Nicaragua 9
Suriname 100
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Peacekeeping Operations

FY 2006 FY 2007 FY 2008
Actual Estimate Request

Peacekeeping Operations 173,250 170,000 221,200

($ in thousands)

The FY 2008 request of $221.2 million in PKO is intended to advance international support for
voluntary multi-national efforts, including support for international missions and U.S. conflict
prevention activities. PKO funding provides the security assistance to help curtail conflict,
enhancing states’ ability to meet basic human needs and to progress in governance, investing in
people, and economic growth. To maximize the U.S. investment, these funds promote
involvement of regional organizations and help leverage support for multi-national efforts where
no formal cost-sharing mechanisms exist.

PKO funding snapshot

¢ $95.2 million to foster the Presidential Global Peace Operations Initiative, which in FY 2008
will include training over 14,000 troops. This program incorporates the African Contingency
Operations Training and Assistance program, and the Enhanced International Peacekeeping
Capabilities (EIPC) program, previously funded under the FMF account.

e $63.7 million to continue efforts to transform the Southern Sudanese, Liberian, and the
Democratic Republic of Congo militaries into professional armed forces, capable of
maintaining national peace and security.

e $21.0 million to continue the U.S. contribution to the Multinational Force and Observers
mission in the Sinai.

¢ $10.0 million to continue support for the Trans-Sahara Counter-terrorism Partnership
(TSCTP), a multi-disciplinary initiative designed to counter terrorist threats, promote
interoperability and facilitate coordination between countries in the region.

Statement of Changes

The FY 2008 PKO request represents a 28 percent increase from FY 2006 levels. This increase
reflects new funding for programs such as TSCTP, and a shift of funding for programs that were
previously funded from the FMF account. Additionally, funds are requested for multi-lateral
peacekeeping and regional stability operations in Somalia and security sector reform.
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Peacekeeping Operati

ons

by Account, Program Area and Program Element

2006 CBJ | 2007 CBJ 2008 CBJ
Actual Estimate Request
PKO 173,250 170,000 221,200
1.3 Stabilization Operations and Security Sector Reform 173,250 * 211,200
1.3.1 Operations Support 132,384 * 133,500
1.3.6 Defense, Military, and Border Restructuring, Reform and Operations 40,866 * 77,700
1.6 Conflict Mitigation and Reconciliation * 10,000
1.6.1 Conflict Mitigation * 10,000

Peacekeeping Operations

by Country

2006 CBJ
Actual

2007 CBJ
Estimate

2008 CBJ
Request

PKO 173,250 170,000 221,200

Democratic Republic of the Congo * 5,500
Liberia * 16,800

Somalia * 2,300

Sudan 70,000 * 41,400

Africa Regional 40,866 * 14,000

Global Peace Operations Initiative 43,384 i 95,200
Multinational Force and Observers 19,000 ' 21,000
Conflict Response Fund ) i 25,000
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P.L. 480 Title II

FY 2006 FY 2007 FY 2008
Actual Estimate Request

P.L. 480 Title I 1,138,500 1,223,100 1,219,400

($ in thousands)

The FY 2008 request for Title Il Food Aid is $1.22 billion. Title Il Food Aid of the Agricultural
Trade Development and Assistance Act of 1954 (Public Law 480) is requested by the Department
of Agriculture and administered by USAID.

Title 11 provides U.S. food assistance in response to emergencies and disasters around the world
via the World Food Program and private voluntary organizations. Title Il resources have been
critical to saving lives by preventing famines and providing urgent relief to victims of natural
disasters and civil strife.

Through this program, the United States also provides development-oriented resources to private
voluntary organizations to help improve the long-term food security of needy people through the
direct distribution of agricultural commodities and the use of local currencies generated by the
sale of these commodities in the recipient country.

Statement of Changes

The request represents an increase of seven percent from $1.14 billion in FY 2006. In addition,
within the account the Administration strategically shifted resources to prioritize food insecure
countries.

The request includes authority to use up to 25 percent of the Title Il funds for the local or regional
purchase and distribution of food to assist people threatened by a food crisis. In particular, the
language is intended to authorize the Administrator of USAID, when deemed appropriate, to
procure food locally or regionally from developing countries and to distribute such food in
response to a food crisis. This authority will be used to save more lives by decreasing the time
and cost of providing food in the most critical emergency food crises.
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P.L. 480 Title I

by Account, Program Area and Program Element

2006 CBJ | 2007 CBJ 2008 CBJ
Actual Estimate Request

PL480 1,138,500 1,223,100 1,219,400

2.4 Civil Society 1,568 * -

2.4.1 Civic Participation 1,568 * -

3.1 Health 172,781 * 128,401

3.1.1 HIV/IAIDS 2,203 * 460

3.1.6 Maternal and Child Health 155,292 * 113,416

3.1.7 Family Planning and Reproductive Health 4,971 * 7,500

3.1.8 Water Supply and Sanitation 10,315 * 7,025

3.2 Education 29,196 * 22,877

3.2.1 Basic Education 29,196 * 22,877

3.3 Social and Economic Services and Protection for Vulnerable 39,101 * 25,217
Populations

3.3.1 Policies, Regulations, and Systems 2,190 * -

3.3.2 Social Services 3,691 * 1,101

3.3.3 Social Assistance 33,220 * 24,116

4.2 Trade and Investment 856 * -

4.2.2 Trade and Investment Capacity 856 * -

4.4 Infrastructure 3,285 * -

4.4.3 Transport Services 3,285 * -

4.5 Agriculture 260,661 * 151,354

4.5.2 Agricultural Sector Productivity 260,661 * 151,354

4.6 Private Sector Competitiveness 780 * 1,000

4.6.3 Workforce Development 780 * 1,000

4.7 Economic Opportunity 2,600 * 2,246

4.7.3 Strengthen Microenterprise Productivity 2,600 * 2,246

4.8 Environment 2,353 * -

4.8.1 Natural Resources and Biodiversity 2,353 * -

5.1 Contingency* 576,371 * 883,106

5.1.1 Protection and Solutions 968 * 500

5.1.2 Contingency* 575,260 * 873,400

5.1.3 Program Support (Protection) 143 * 9,206

5.2 Disaster Readiness 30,060 * 5,199

5.2.1 Capacity Building, Preparedness, and Planning 15,659 * 2,699

5.2.2 Mitigation 14,401 * 2,500

5.3 3 Migration Management 18,888 * -

5.3.1 Protection and Assistance 18,888 * -

*Note: In the case of P.L. 480 food aid, Program Area 5.1 and Program Element 5.1.2 are unallocated contingency resources
budgeted in the DCHA Bureau. These funds will be used for non-emergency programs unless required for emergencies,

in which case the Administrator may waive the sub-minimum mandate through official procedures sometime after the
beginning of the applicable fiscal year
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P.L. 480 Title ll

by Country
2006 CBJ 2007 CBJ | 2008 CBJ
Actual Estimate = Request
TOTAL 1,138,500 1,223,100 1,219,400
PL480 1,138,500 1,223,100 1,219,400
Afghanistan 60,031 * 10,000
Angola 3,493 *
Azerbaijan 1,954 *
Bangladesh 30,207 * 31,000
Benin 1,591 *
Bolivia 15,953 * 13,000
Burkina Faso 17,709 * 10,000
Burundi 14,669 * 5,000
Cape Verde 5,195 *
Central African Republic 565 *
Chad 26,475 * 5,000
Colombia 2,973 *
Cote d'lvoire 3,439 *
Democratic Republic of the Congo 39,898 * 10,000
Djibouti 2,004 *
East Timor 1,182 *
El Salvador 856 *
Eritrea 2,432 *
Ethiopia 123,004 * 25,000
Gambia 3,034 *
Georgia 1,416 *
Ghana 22,656 * 7,000
Guatemala 19,515 * 14,000
Guinea 8,330 * 3,000
Haiti 35,955 * 34,500
Honduras 13,105 * 10,000
India 43,501 * 13,500
Indonesia 12,886 *
Kenya 42,965 * 7,000
Lebanon 281 *
Liberia 26,971 * 9,000
Madagascar 16,426 * 15,000
Malawi 7,838 * 18,000
Mali 6,361 * 2,000
Mauritania 6,065 * 5,000
Mozambique 15,601 * 20,000
Nepal 1,213 *
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P.L. 480 Title Il

by Country
2006 CBJ 2007 CBJ | 2008 CBJ
Actual Estimate = Request
Nicaragua 13,006 6,000
Niger 19,445 * 15,000
Pakistan 17,675 *
Peru 8,250 *
Republic of the Congo 784 *
Rwanda 20,430 * 10,000
Senegal 4,503 * 3,500
Sierra Leone 12,471 * 12,000
Somalia 27,377 *
Sudan 145,208 * 245,000
Tajikistan 13,830 *
Tanzania 13,711 *
Uganda 54,862 * 23,000
West Bank and Gaza 4,442 *
Zambia 4,488 * 18,000
USAID Southern Africa Regional 150,783 *
DCHA Contingency - * 619,900
P.L. 480 Adjustment -10,604 *
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Transition Initiatives

FY 2006 FY 2007 FY 2008
Actual Estimate Request
Transition Initiatives 39,600 40,000 37,200

($ in thousands)

The FY 2008 request of $37.2 million for the Transition Initiatives account will be used to
address the opportunities and challenges facing conflict-prone countries and those making the
transition from initial crisis stage of a complex emergency to the path of sustainable development
and democracy.

TI funds are focused on advancing peace and stability. Examples include: support for
demobilization and re-integration of ex-combatants; community self-help programs; grass-roots
democratic media programs; and conflict resolution measures.

Transition Initiatives

by Account, Program Area and Program Element
2006 CBJ 2007 CBJ | 2008 CBJ
Actual Estimate Request

Tl 39,600 40,000 37,200
1.3 Stabilization Operations and Security Sector Reform 13,986 * 4,060
1.3.2 Disarmament, Demobilization & Reintegration (DDR) 6,432 *
1.3.5 Immediate Protection of Civilians in Conflict - * 2,940
1.3.8 Program Support (Stabilization) 7,554 * 1,120
1.6 Conflict Mitigation and Reconciliation 12,615 * 16,850
1.6.1 Conflict Mitigation 6,458 * 1,740
1.6.2 Peace and Reconciliation Processes 5,519 * 10,520
1.6.4 Program Support (Conflict) 638 * 4,590
2.2 Good Governance 6,718 * 11,220
2.2.1 Legislative Function and Processes 15 *
2.2.2 Public Sector Executive Function - * 3,940
2.2.3 Local Government and Decentralization 6,516 * 4,010
2.2.6 Program Support (Governance) 187 * 3,270
2.4 Civil Society 4,900 * 5,070
2.4.1 Civic Participation 3,400 * 3,500
2.4.2 Media Freedom and Freedom of Information 753 *
2.4.3 Program Support (Civil Society) 747 * 1,570
4.6 Private Sector Competitiveness 1,381 *
4.6.3 Workforce Development 1,381 *
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Transition Initiatives

by Country
2006 CBJ 2007 CBJ | 2008 CBJ
Actual Estimate = Request
TOTAL
Tl 39,600 40,000 37,200
Bolivia 5,373 *
Burundi 1,381
Democratic Republic of the Congo 38
Haiti 4,569
Liberia 6,394 *
Nepal 1,769 *
Sri Lanka 1,728 *
Sudan 6,755 * 5,000
Venezuela 3,681 *
West Bank and Gaza 343 *
Zimbabwe 15
DCHA Contingency 7,554 * 32,200
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Transition Imtiatives - FY 2006-2008

A dmumstered by the Tited States Agency for International Development

Office of Transition Inthatives (0T

§ it Thousands

FY 2006
ACTUAL

FY 2007

FY 2008

ipti ESTIMATE REQUEST
Description Dates | OBLIGATIONS | Q
AFRICA
Promote informed participation of citizens amongst diverse ethme
. Start: 302002
Burundi groups to advance the peace process and encourage good governance Fait- 60006 2619 - -
throngh transparency and accountability. )
Democratic Caontribute to stability in war-tom commmnities by accelerating the
Republic of the reintegration of war-affected yomth and raising awareness of and Stm:_ 442002 148 - -
Congo participation in the transition towards peace. Est. Exit: 3/2008
Liberi Strengthen zood governance, commmmity reintegration, and media Start: 142004 1567 "
eria activities in a post-conflict enviranment. it 802007 i B
Support implementation of peace agreements and strengthen Sudanaese Start: 1/2005
Sudan confidence and capacity to address the canses and consequences of Exi‘t' TED 2,060 k& 5,000
political marginalization, violence, and mstability. i
. Support indigenous civil society organizations, independent media and Start: 142000 725
others to support good governance and basic louman nghts protection. Exat: 1202005 B B
ASTA / NEAR EAST
Support entical activities that baild and sustain Iraqi confidence in the
I development of a participatory, stab.].e, and democratic Irag. Pm_wde Start: 1f2003
bel short-term employment, restore basic government and cormxmmty Fxit: 62006 - - -
(see below) services, increase Iraql amcess to infornation and compmanication, and ’
encourage protection of lnuman rights.
fupport the peace process and conflict mitization, Start: &2008 .
Nepal Exit: TED 2087 )
. ] Generate greater mpport for a negotiated peace settlement to end the Start: 242005 -
SrilL long-standing conflict. Exit: 032007 3650 B
Support civil society, moderate leaders and independent institutions to Start: 562005 .
West Bank/Gaza promote good govermance and a retum to the peace process. Exat: TED 1,069 B
LATIN AMERICA
Bolivi Strengthen regional government capacity and promote indigencus Start: 202004 5667 "
0 engagement in political and economic development. Exit: 772007 i B
A 35515t the Government of Calombia in stabilimng conflict-prone areas
. X . o Start: 202007
Colomihia recently hiberated from insurgent contral by strengtheming its ability to Fxit: TED - L -
engage commmmities and re-establish social services. )
Haiti Support a peacefinl transition by helping volatile commmmities create Start: 552004 4334
stability and progress prior to elections, Exit: /2008 i B B
Provide assistance to thaintain detnockatic stability and strengthen the Start: 02002 .

Venezuela couttry’s fragile demmocratic institations. Exit: TED 4616 B
New Countries S Ed 26,400
Transfers - Office of Military Affairs 1,777 - -
Program Support - Worldwide 4,905 * 5,200

No-Year funds adjustment/1 (7,622 & =
TOTAL TI FUNDS 30,600 40,000 37,200

1 TI funds are no-year finds. This adpustment mehides (1] funds from the prior fiscal year, (2) finds used in the next fiscal year;, and (3) collections, recovenes, and

reimbnrsements.

FY-2006: TI allocation is based on $40.0 million appropriation less rescission. FY 2008 total does not inchide $23.5 million in non-TI fiunds ohlizated or managed by OTL.
DRC: World Bank MDEF $4.75 million; Liberia: DA $1.3 million, $Sudan: DA $2.1 million, IDF4A $18.5 million, ESF $1.5 million; Irag: IREF $35.03 million; $ri Lanka:

ESF $1.5 million; West Bank!Caza: ESF §5 .4 million; Bolivia: DA $0.76 million, Haiti: EZF $4.0 million; Venezuela: EZF $0.2 million, DA $0.14 million,

FY-2007: *4 regalar F¥ 2007 appropriation for this acocunt had net been enacted at the time this budget was prepared. This aceount is operating under 2 contirming resobation.
The anount inchided for FY 2007 in this tudget reflacts the level provided by the contiming resobition. Country allocations for FT 2007 will be made once a FY 2007

appropriation bill is enacted.
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USAID OPERATING EXPENSES

Summary Budget Table — FY 2006-2008
($ in thousands)

Sources FY 2006 Actual FY 2007 Estimate FY 2008 Request
gﬂfr:g?irt])? Expenses, New Budget 623,700 641,000 1/ 609,000 2/
Supplemental 101,000
Total Appropriated 724,700 641,000 609,000
Other Sources 3/ 14,873 143,235 49,303
Total Obligations 739,573 784,235 658,303

1/ Excludes $5.7 M from the FY 2007 Proposed Supplemental for Afghanistan.

2/ Excludes $61.8 M in the Global War on Terrorism (GWOT) Emergency funding for Afghanistan and Iraqg.

3/ Other sources include Trust Funds and Special Authorities in the DA, CSH and ESF Accounts. It does not include
program funds used in direct support of USAID programs.

The USAID support budget plays a vital role in Advancing Transformational Diplomacy. The
Agency is committed to implementing structural and operational reforms that will strengthen and
streamline the delivery of foreign aid. The Agency’s Operating Expense (OE) resources request
reflects the implementation of reforms and the realization of cost efficiencies. These resources
are vital as the Agency strives to address foreign policy and development challenges in
increasingly complex settings.

The FY 2008 request will allow USAID to maintain the workforce and improve management
acumen to strengthen programs and support systems, as it faces the challenges of high retirement
rates among our most experienced officers and significant costs to improve and consolidate
infrastructure and information systems.

Uses of funds FY 2006 Actual FY 2007 Estimate FY 2008 Request
Overseas Operations 409,960 417,763 339,500
Washington Operations 183,250 184,835 188,693
Central Support 146,363 181,637 130,110
Subtotal OE, TF and Special

Authority Administrative Costs 739,573 784,235 658,303
Program Funded Administrative Costs"
Forelgn Service Limited (FSL) 47.240 67.265 81,285
Appointments
Of which Junior Officer Placement
Authority (JOPA) [6,000] [10,000] [15,000]
Non-US Direct Hires 360,710 352,955 345,366
Other Administrative Costs 251,258 245,856 240,570

Total OE and Program
Administrative Costs 1,398,781 1,450,311 1,325,524

Y Because the data presented here are part of a new effort to comprehensively report all funds used to support agency
operations, they were based on a broad definition of “administrative” costs and were collected on an ad hoc basis using
multiple sources of information. The actual figures are subject to change with additional analysis.
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USAID Workforce FY 2006 Actual FY 2007 Estimate FY 2008 Request
U.S. Direct Hire Workforce Funded by Operating Expenses
End-of-year On-board Levels 2,040 2,060 2,050
Estimated Full-Time Equivalent 2,037 2,054 2,054
Workyears
Limited-Term program-Funded Appointments
End-of-year On-board Levels 190 220 230
Estimated Full-Time Equivalent 146 205 230
Workyears

Overseas Operations
($ in thousands)

Categories FY 2006 Actual FY 2007 Estimate FY 2008 Request
USDH Salaries and Benefits 107,286 116,305 126,340
NEP/IDI Support 7,950 7,155
Facility Relocations — Overseas 1,803 6,146
Total Overseas Operations 409,960 417,763 339,500

Field Missions: This budget line item funds the following activities:

e Residential and office rents, utilities, security guard costs, and communications. These costs
are largely non-discretionary.

Intergovernmental payments. The majority is for payments of International Cooperative
Administrative Support Services (ICASS). ICASS is the cost of administrative support
provided to missions by other U.S. Government agencies (generally the Department of State).
USAID’s Working Capital Fund, which finances the costs associated with USAID’s
provision of services, is described later in this section.

Operational travel and training. This category includes essential travel to visit development
sites and work with host-country officials; other operational travel, including responses to
disaster; and the costs of tuition and travel for training not sponsored by Washington.
Supplies, materials, and equipment. This category includes the cost of replacing office and
residential equipment, official vehicles, IT hardware and software, general office and
residential supplies and materials, and some security-related equipment.

Mandatory travel and transportation. This category includes travel and transportation
expenses for post assignment, home leave, and rest and recuperation and the shipment of
furniture and equipment.

Contractual support. This category includes mission requirements for data-entry assistance
and other administrative support provided through contracts.

Operation and maintenance of facilities and equipment. This category includes the cost of
operating and maintaining facilities and equipment at overseas missions.

USDH Salaries and Benefits — Overseas: This category includes salaries and the Agency share
of benefits, such as retirement, thrift savings plan, social security, and health and life insurance
for approximately 700 Foreign Service Officers serving overseas. Overseas salaries also include
various post differentials including “difficult to staff incentives” for FSOs willing to extend tours
at posts where harsh living conditions deter personnel from seeking assignments.

NEP/IDI Support: These funds are used for travel and training expenses for New Entry
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Professional (NEP), International Development Intern (IDI) and Junior Officer staff. For the first
three years of employment, staff in this category is supported centrally to provide the
organizational flexibility to give them the widest breadth of experience before assigning them to a
specific location and position. In addition, these funds will also support 40 Junior Officer
Training positions overseas. While the funds are managed and budgeted centrally they are
allocated to operating units as needed and are not reflected separately in the actual year’s data.

Washington Operations

($ in thousands)

Categories FY 2006 Actual ~ FY 2007 Estimate FY 2008 Request
Washington Bureaus/Offices 21,525 16,447 16,333
USDH Salaries and Benefits 161,725 168,388 172,360
Total Washington Operations 183,250 184,835 188,693

Washington Bureaus/Offices: The increase for FY 2008 from FY 2007 is a result of funding the
Office of Military Affairs ($2.9 M) with OE resources. This Office had been funded with
program funds in prior years. In addition, the funds will provide resources for the following:

e Operational and training travel. This category includes essential travel to visit missions and
development sites, work with host country officials, participate in training, and other
operational travel, including travel to respond to disasters.

e Advisory and assistance services. This category includes manpower contracts and advisory
services to support essential functions, such as preparation of the Agency’s Financial
Statements, voucher payment processing, and financial analysis.

o USDH Salaries and Benefits — Washington: This budget item includes salaries and the
Agency share of benefits, such as retirement, thrift savings plan, social security, and health
and life insurance, for approximately 1,580 general service and Foreign Service employees.

Central Support

($ in thousands)

Categories FY 2006 Actual  FY 2007 Estimate FY 2008 Request

Security 10,259 12,888 9,888
Information Technology 52,619 62,568 ¥ 47,392
Personnel Support 2,005 2,284 1,786
Staff Training 5,300 8,300 8,300
\é\gassigmgton Rent, Utilities, Support 48.797 47602 43.782
Implementing Reform 27,433
Other Agency Costs 27,383 20,562 18,962

Total Washington Operations 146,363 181,637 130,110

Y Includes $2 million for Foreign Assistance Coordination and Tracking System (FACTS) funding and $9.5 million for

Implementing Reform activities.

? Includes $1.8 million for Homeland Security Presidential Directive 12 (HSPD-12).
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Security :

($ in thousands)

Account FY 2006 Actual FY 2007 Estimate FY 2008 Request
Physical Security 8,063 11,769 8,769
Personnel Security 2,181 1,104 1,104
Information Security 15 15 15
Total Security 10,259 12,888 9,888

The USAID central security (SEC) budget for FY 2008 represents a continuing effort to
protect USAID employees and facilities against global terrorism and national security
information against espionage. The budget is allocated among three major categories as

detailed below.

Physical security funding will cover (1) physical security enhancement projects at USAID
facilities overseas; (2) enhancement of Emergency & Evacuation (E & E) voice radio systems;
(3) procurement of armored vehicles, and (4) security costs associated with USAID
Headquarters in Washington, DC. In FY 2008, USAID will:
o Complete 9 physical security enhancement projects at overseas posts where field missions
cannot collocate with U.S. embassies because of insufficient space and there are no current
plans to construct new embassies.
e Upgrade communications systems at 6 missions to provide USAID employees with 24-hour
access to U.S. Embassy E & E voice radio networks at work, at home, and during transit.
e Provide 14 armored vehicles to posts where the threat of terrorism, war, or civil disturbance
is considered critical or high and conduct training courses for USAID armored-vehicle
drivers to enhance their driving skills and ability to respond properly to emergency

conditions.

e Provide security equipment and guard services to protect personnel, safeguard facilities,
and protect sensitive and national security information at USAID headquarters.

Personnel security funding will allow USAID to conduct required background investigations
and periodic update investigations for all U.S. direct-hire personnel. It also covers required
pre-employment investigations and security clearances or employment authorizations for
contractors who will work in USAID office space.

Information security funding will allow USAID to maintain a mandatory security awareness
program and Agency-wide interactive computerized training to protect national security and

sensitive information.

Information Technology (IT)

The USAID Information Technology (IT) budget for FY 2008 supports IT systems,
infrastructure, and architecture, which is critical in helping USAID staff fulfill the Agency’s

mission.

IT Systems funding will support the management, operations, and maintenance of the suite of
enterprise-wide, legacy, and database systems; the design, development, programming, and
implementation of small, automated information-management systems; and additional costs to
support the joint systems maintenance activities with the Department of State and new systems
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being brought into production. USAID maintains financial, procurement, human resources, and
other systems. Additionally, FY 2007 includes funding to support the Foreign Assistance

Coordination and Tracking System.

IT Infrastructure funding will support the worldwide telecommunications operations and
centralized network and server platforms in Washington. Given the vulnerability of international
operations, USAID will review and improve IT systems and organizational security measures.
For FY 2007, USAID is spending additional resources in IT long term investments in support of

Agency reform efforts. For FY 2008 funding is included to support HSPD-12.

IT Architecture, Planning and IRM Program Management funding will support the costs
associated with strategic planning, systems engineering, IT governance, and, configuration,

contract, and program management.

Personnel Support: These funds are used for mandatory agency wide personnel support and
workforce planning initiatives. This budget provides funds for the following activities:
e Funds required for AVUE and NFC renewals;
e Travel to Washington for new hires
e Mandatory retirement travel costs
[ )

Agency Awards ceremony

Staff Training :
($ in thousands)
Categories FY 2006 Actual FY 2007 Estimate FY 2008 Request

Executive and Sr. Leadership 800 1,000 1,000
Acquisition/Assistance Management 1,500 1,700 1,700
Supervision 300 550 550
Managing for Results (PAL) 200 700 700
i\rlae\\;\éll)fntry Professional (including 400 850 850

(CLoarr?gF.)/rgg'n?glljltlesr/Other) 1,250 1,600 1,600
Agency Reforms/Technical Training 500 500
Distance Learning 150 300 300
Training Support Services 400 700 700
Training-related Services 300 400 400

Total Staff Training Budget 5,300 8,300 8,300

Continued investment in training is central to the FY 2008 implementation of the Agency Human

Capital Strategy. Training activities will ensure the Agency builds a more flexible workforce and

enhances its capacity to respond to the ever-increasing demands placed on USAID development

experts. Training programs will focus on:

¢ Identifying the skills needed for a world-class 21%-century development agency

e Analyzing the gaps between skills needed and those available within the Agency

¢ Implementing the most cost-effective training models to close the skills gaps, including the
use of the blended-learning approaches that combine classroom and distance learning
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¢ Eliminating duplication in a variety of skills, project management, and leadership courses
Maintaining the learning management system that will accurately capture employee training
data, deployment set for FY 2007

e Continuing the After Hours tuition assistance programs

The training strategy will rebuild and retool the core of the Agency workforce and ensure that
newly hired employees receive the training needed to do their jobs effectively. In FY 2008,
USAID will:

e Train up to 250 employees in leadership

Increase the rate of certification of CTOs and technical officers

Provide mandatory training for all supervisors

Continue training in languages, security, and retirement planning

Training staff in cultural sensitivity

Approximately 60% of the request will support the Human Capital Strategy while the remaining
40% will fund fixed recurring requirements, such as language, procurement and security training.

Washington Rent, Utilities, Support Costs: In FY 2008, payments for office rent, utilities, and
building specific and basic security for the Ronald Reagan Building and warehouse space in the
metropolitan area are estimated at $38.1 million, 87% of this budget category. The remainder of
the request is relatively fixed, required for building and equipment maintenance and operations,
postal fees, APO, bulk supplies, transit subsidies, health and safety, long-term storage and other
general support costs for headquarters personnel.

Other Agency Costs: The request for other Agency costs covers primarily mandatory costs, the
largest being payments to the Department of State for administrative support and dispatch-agent
fees and Department of Labor for employee medical and compensation claims relating to job-
related injury or death. This category includes travel and related costs associated with the
Foreign Service panels, and funding for medical, property, and tort claims.
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USAID’s operating expenses are financed from several sources, including new budget authority,
local currency trust funds, reimbursements for services provided to others, recoveries of prior
year obligations, and unobligated balances carried forward from prior year availabilities. The
table below shows the details.

TOTAL AVAILABLE OE FUNDS
($ in thousands)

FY 2006 FY 2007 FY 2008

Appropriated Funds

Enacted Level 630,000 641,000 609,000

Rescission (6,300) 0

Supplemental 101,000 0 0
Subtotal 724,700 641,000 609,000
Non-Appropriated Funds

Trust Funds (AFR,ANE,LAC) 19,970 19,414 18,308

Reimbursements 4,657 4,500 4,500

Andean Initiative (LAC) 7,800 7,800 7,800

DA/CSD Travel 10,920 695 695

East Timor (ANE) 1,626 1,000 1,000

West Bank Gaza 1,592 2,000

ESF — MEPI Administrative Funds 1,000

CSD — HIV/AIDS Administrative Funds 5,484

Unobligated Balance — Start of Year 49,529 109,826 15,000

Of which:
Irag/Afghanistan/Sudan Supplemental 24,400 64,800

Recovery of Prior Year Obligations 22,144 12,000 12,000

Ending Balance—Current Year Recoveries -22,144 -12,000 -12,000

Ending Balance — Other Funds -87,705
Subtotal 14,873 143,235 49,303
Total Available 739,573 784,235 658,303
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Program-Funded U.S. Direct Hires (USDH)

($ in thousands)

Categories FY 2006 Actual FY 2007 Estimate FY 2008 Request
Washington Bureaus/Offices 47,240 67,265 81,285

The FY 2006 Foreign Operations legislation provides USAID with a Non-Career Foreign Service
Officer hiring authority. As with the FYY 2005 legislation, this authority allows USAID to use
program funds to convert up to 175 personal services contractor or other non-USDH positions
into limited-term direct-hire appointments, i.e. Foreign Service Limited (FSL). This authority
follows FY 2004 appropriation language that allowed USAID to use program funds to employ 85
limited-term direct-hire employees in FY 2004. The primary objective of this initiative is to place
responsibility for the conduct of inherently governmental functions in the hands of government
employees, not contract staff.

With these authorities in FYs 2004 - 2008, the Agency will increase its USDH workforce by 230
by FY 2008, while decreasing its non-USDH workforce by approximately the same number. The
2004 appropriation did not prohibit missions from outside hiring of FSLs or from replacing non-
USDH staff that converted to FSLs. Most of the original 85 hires were converts from existing
non-USDH staff and were not replaced. The FSLs hired under the 2005 legislative authority
placed conditions requiring that each USDH appointment would be accompanied by a reduction
in a non-USDH position. The FSL positions are usually less expensive than the non-USDH they
replaced due to the elimination of overhead costs paid to third parties.

Within the overall $81.3 million limitation USAID will obligate up to $15 million for the support
costs of junior officers deployed overseas using program funds. The payroll costs for these junior
officers will be funded by the operating fund account. For each junior officer supported by
program funds there will be a reduction of a program funded non-direct hire.
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USAID Capital Investment Fund

FY 2006 FY 2007 FY 2008
Actual Estimate Request
USAID Capital Investment Fund 69,300 75,942 126,000

($ in thousands)

For FY 2008, the Administration requests $126 million in no-year funding for the Capital
Investment Fund (CIF) to provide USAID to manage investments in information technology and
facility construction. CIF provides funding for the capital investment portion of both information
technology and facility construction while the USAID Operating Expense account funds the
annual operating and maintenance costs of information systems and facilities infrastructure.

USAID CIF funding snapshot

e $99.5 million for facility construction to fund USAID’s participation in the Capital Security
Cost Sharing Program (CSCS). The Secure Embassy Construction and Counterterrorism Act
of 1999 requires USAID to co-locate on new embassy compounds. These funds will support
USAID’s ability to move into facilities that meet standards for physical security.

e $26.5 million for information technology to modernize antiquated software systems and
invest in the integration of financial systems with State, improve the procurement process,
participate in e-government initiatives, and improve the Agency’s reporting systems. These
investments support Presidential Management Agenda initiatives, Agency transformation
goals, congressional recommendations, and the efficiency of Agency staff.

Statement of Changes

The CIF request reflects an 82 percent increase from FY 2006 to cover USAID’s full cost of
participation in the CSCS program. FY 2008 is the fourth year of the five year phase-in period
for financing the CSCS program. During the phase-in period, the cost of participation increases
annually.
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USAID Foreign Service Retirement and Disability Fund

FY 2006 FY 2007 FY 2008
Actual Estimate Request

EUS@ID Foreign Service Retirement and Disability 42,000 38,700 36,400

($ in thousands)

In FY 1974, amendments to the Foreign Assistance Act of 1961, as amended, permitted USAID
career Foreign Service employees to become participants in the Foreign Service Retirement and
Disability Fund.

The extension of coverage to USAID employees created an unfunded liability in the system. An
actuarial determination by the Department of the Treasury shows that $36,400,000 will be
required in FY 2008 to amortize this liability and the unfunded liability created by pay raises and
benefit changes since FY 1974. For FY 2008, USAID is requesting an appropriation of this
amount.
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USAID Inspector General Operating Expenses

FY 2006 FY 2007 FY 2008
Actual Estimate Request

USAID Inspector General Operating Expenses 35,640 37,915 38,000

($ in thousands)

The FY 2008 request of $38.0 million for the USAID Office of the Inspector General (OIG)
funds salaries and benefits for Washington and overseas staff and operating expenses which
support audit and investigative coverage of USAID programs and activities.

The OIG assists USAID in implementing its programs by providing the Agency with information

and recommendations to improve program and operational performance. The OIG also works
with USAID to protect and maintain the integrity of the Agency and its programs.
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SUPPLEMENTALS SUMMARY TABLE

FY 2006 Supplemental
FY 2007 Global War on Terror (GWOT) Supplemental
FY 2008 Global War on Terror (GWOT) Emergency

by Country and Account
($in Thousands)

2006 Supp 2007 Supp 2008 Supp
TOTAL 2,881,030 4,812,700 1,366,800
CSH 113,000 161,000
Haiti 2,500
Pakistan 5,300
Avian Influenza (GH) 105,200 161,000
DA 16,500
Guatemala 6,000
Pakistan 10,500
DF 22,500
Democratic Republic of the Congo 2,500
Iran 20,000
ERMA - 30,000
Population, Refugees, and Migration (PRM) - 30,000
ESF 1,681,000 3,025,000 1,111,000
Afghanistan 43,000 653,000 339,000
Haiti 17,500
Iraq 1,480,000 2,072,000 772,000
Jordan 50,000
Lebanon - 300,000
Liberia 50,000
Pakistan 40,500
FMF - 220,000
Lebanon - 220,000
IDFA 217,630 105,000
Irag - 45,000
Sudan 66,300 40,000
Somalia 20,000
DCHA Contingency 151,330
INCLE 107,700 260,000 159,000
Colombia 16,300
Iraq 91,400 200,000 159,000
Lebanon - 60,000
MRA 75,700 71,500 35,000
Iraq - 15,000 35,000
Population, Refugees, and Migration (PRM) 75,700 56,500
NADR - 27,500
Afghanistan - 15,000
Irag - 7,000
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FY 2006 Supplemental
FY 2007 Global War on Terror (GWOT) Supplemental
FY 2008 Global War on Terror (GWOT) Emergency

by Country and Account
($in Thousands)

2006 Supp 2007 Supp 2008 Supp

Lebanon - 5,500

PKO 178,000 278,000

Sudan 116,000 150,000

Political-Military Affairs (PM) 57,000 128,000
Africa Regional 5,000

PL480 350,000 350,000

Afghanistan - 30,000
Ethiopia 21,500
Kenya 49,500
Somalia 54,000

Sudan 225,000 150,000

DCHA Contingency - 170,000

SEED - 279,000

Kosovo - 279,000
IRRF 5,000
Irag Relief and Reconstruction Fund 5,000

USAID OE 101,000 5,700 61,800
USAID Operating Expenses (OE) 101,000 5,700 61,800

Department of Treasury 13,000
Treasury Technical Assistance 13,000

123




FY 2006 Supplemental

by Country and Program Element

TOTAL 2,881,030

Afghanistan * 43,000

4.1.2 Monetary policy 11,000

4.4.1 Modern Energy Services 27,000

4.5.1 Agricultural Enabling Environment 5,000
Colombia * 16,300

1.4.3 Interdiction 13,000

2.1.3 Justice System 3,300

Democratic Republic of the Congo * 2,500

2.3.2 Elections and Political Processes 2,500
Ethiopia * 21,500

5.1.2 Crisis Assistance and Recovery 21,500
Guatemala * 6,000

4.7.3 Strengthen Microenterprise Productivity 1,050
5.1.2 Crisis Assistance and Recovery 4,250

5.2.2 Mitigation 700

Haiti * 20,000

1.6.1 Conflict Mitigation 12,500

2.1.1 Constitutions, Laws, and Legal Systems 500
2.1.2 Judicial Independence 1,500

2.1.3 Justice System 3,000

3.1.6 Maternal and Child Health 2,500

Iran 20,000

2.4.1 Civic Participation 20,000

Iraq 1,571,400

1.3.1 Operations Support 277,000

1.6.2 Peace and Reconciliation Processes 2,000
2.1.3 Justice System 124,400

2.2.1 Legislative Function and Processes 18,220
2.2.2 Public Sector Executive Function 105,000

2.2.3 Local Government and Decentralization 150,610
2.4.1 Civic Participation 76,170

2.4.2 Media Freedom and Freedom of Information 3,000
3.1.8 Water Supply and Sanitation 300,000

4.1.1 Fiscal policy 20,000

4.4.1 Modern Energy Services 300,000

4.6.3 Workforce Development 175,000

4.7.3 Strengthen Microenterprise Productivity 20,000
Jordan * 50,000

4.1.2 Monetary policy 34,000

4.2.1 Trade and Investment Enabling Environment 8,000
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4.3.2 Financial Services 3,000

4.6.1 Business Enabling Environment 5,000

Kenya * 49,500

5.1.2 Crisis Assistance and Recovery 49,500

Liberia * 50,000

1.3.2 Disarmament, Demobilization & Reintegration (DDR) 17,300
1.3.7 Law Enforcement Restructuring, Reform and

Operations 2,000

2.1.1 Constitutions, Laws, and Legal Systems 980

2.1.3 Justice System 2,720

2.2.3 Local Government and Decentralization 9,500

2.3.2 Elections and Political Processes 1,960

2.3.3 Political Parties 1,470

2.3.4 Program Support (Political Competition) 70

4.4.1 Modern Energy Services 4,900

4.4.3 Transport Services 9,100

Pakistan * 56,300

5.1.2 Crisis Assistance and Recovery 52,300

5.1.3 Program Support (Protection) 4,000

Somalia * 54,000

5.1.2 Crisis Assistance and Recovery 54,000

Sudan * 407,300

1.3.1 Operations Support 116,000

5.1.2 Crisis Assistance and Recovery 291,300

DCHA Contingency 151,330

3.1.4 Avian Influenza 56,330

5.1.1 Protection and Solutions 1,048

5.1.2 Crisis Assistance and Recovery 69,897

5.1.3 Program Support (Protection) 12,266

5.2.1 Capacity Building, Preparedness, and Planning 11,067

5.2.2 Mitigation 722

Global Health - Avian Influenza (GH) 105,200

3.1.4 Avian Influenza 105,200

Political-Military Affairs (PM) 57,000

1.3.1 Operations Support 57,000

Population, Refugees, and Migration (PRM) 75,700

5.1.1 Protection and Solutions 30,464

5.1.2 Crisis Assistance and Recovery 45,236

STATE Africa Regional 5,000

1.3.1 Operations Support 5,000

IRRF 5,000

Iraq Relief and Reconstruction Fund 5,000

USAID OE 101,000

USAID Operating Expenses (OE) 101,000

Department of Treasury 13,000

Treasury Technical Assistance 13,000
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FY 2007 Global War on Terror (GWOT) Supplemental

The FY 2007 supplemental request totals $4.81 billion in the following accounts.

Assistance for Eastern Europe and the Baltic States (SEED)

Kosovo - The $279 million FY 2007 supplemental request will support the outcome of the
political process under the auspices of UN Special Envoy Martti Ahtisaari to determine Kosovo’s
status. As settlement, expected to be completed early this year, will fall outside of the normal
budget process, we are requesting significant resources to support the outcome. Immediate needs
for Kosovo’s future growth and stability will include building government sector capacity,
solidifying the rule of law, and developing much-needed infrastructure.

Supplemental SEED funds will cover the operational and staffing costs of USG participation in
the International Civilian Office, which will oversee implementation of the settlement; and
possible U.S. participation in the EU-led civilian rule of law mission. FY 2008 SEED and IMET
funds will target the development of Kosovo’s security institutions in accordance with any
recommendations from the status settlement through English language training, human rights and
rule of law training. Funds will also support the Kosovo Police Service through training and
capacity-building; provide conflict mitigation services, and target trafficking and other
transnational threats.

The USG has committed to providing assistance to those ethnic minorities who choose to return
to Kosovo. USG humanitarian assistance will assist these returnees with reintegration into
Kosovo’s society and the rebuilding of their livelihoods. SEED supplemental funds may be used
as a contribution to reduce any share of Serbia’s international debt that Kosovo may inherit.
FY2008 SEED funds will focus on developing Kosovo’s economic integration regionally and
internationally, by incorporating international standards in the public and private sectors; and by
targeting critical infrastructure needs. Supplemental SEED funds will also support the
development of Kosovo's security structures, the legal conversion from UNMIK to final status,
and will target capacity-building in key central institutions. FY 2008 programs in this area will
fund projects to support decentralization; to strengthen justice sector institutions; and to support
political party development and civil society.

Together these efforts will support implementation of the standards, promote economic and
democratic development in Kosovo, and help stabilize the region. The European Union and IFIs
would, however, bear the brunt of these costs, which could be as high as $2 billion.
“Frontloading” of U.S. assistance immediately post-status through an FY 2007 supplemental will
promote stability and economic growth, enable quicker reduction of U.S. troop presence in
Kosovo, prevent additional debt-service costs, and leverage greater contributions from other
donors.

Child Survival and Health Programs (CSH)

Avian Influenza — The President requests $161 million to be able to maintain and expand its
efforts to stop the spread of the avian flu virus and pre-empt the emergence of a virus capable of
causing a global influenza pandemic. The success of USAID’s efforts over the past year has been
closely linked to the rapid commitment and obligation of available funds in support of emergency
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field operations. At current expenditure-rates, USAID expects Al funds will be fully spent by the
summer of 2007.

Recent events have highlighted the need for the earliest possible receipt of emergency
supplemental for avian influenza. Over the past 5 weeks outbreaks of avian influenza involving
both poultry and humans have been reported in a dozen countries spanning Asia, Europe and
Africa, with new mutations reported in countries as dispersed as Egypt and Indonesia signaling
that the virus continues to change rapidly. The threat posed by the avian influenza virus is
expected to continue to increase in the coming months. This recent surge in reported Al outbreaks
is consistent with the seasonal surge reported during the first six months of 2006 when the H5N1
virus spread with unexpected speed across 53 countries.

The additional resources will further enable USAID to meet the core goal of the international
component of the US Government’s Implementation Plan to the National Strategy for Pandemic
Influenza: to stop, slow, or limit the spread of infection to the United States by building
international capacity to prevent, detect, and limit the spread of animal and human pandemic
influenza.

The National Implementation Plan called on federal agencies and departments to undertake 86
specific actions within 12 months to expand U.S. foreign assistance for enhancing preparedness
and communications, improving surveillance and detection, and strengthening capacity for
response and containment. USAID responded during FY06 by expanding its Al assistance to
include 53 countries and regional programs in all the priority and at-risk regions, providing
aggressive U.S. leadership in support of a comprehensive international response.

International Disaster and Famine Assistance (IDFA)

The IDFA supplemental request of $105 million includes funding for the following programs:

Sudan - The request for $40 million in FY 2007 supplemental funding will ensure the USG’s
continued ability to provide humanitarian assistance to 1.9 million internally displaced persons
(IDPs) and host communities in the more than 60 IDP camps in which we work. The funding
would allow the USG expand access to communities and remote and rural areas, security
permitting, laying the foundation for returns. The funding would also build upon nascent efforts
at conflict mitigation among critical groups, including nomads and pastoralists. Key sectors to be
targeted include health, water and sanitation, food security, which includes agricultural and
livestock requirements, relief commodities, logistics and transport of humanitarian goods and
partners, and shelter and livelihoods support (such as fuel efficient stoves which also protect
women from Sexual and Gender-Based Violence (SGBV), and shelter needs in Darfur). A small
portion of the funding would support relief needs of host communities of Darfurian refugees and
the increasing number of IDPs in Eastern Chad. These non-food humanitarian projects have
proven essential to mitigating tension and conflict between Darfurian refugees and host Chadian
communities.

Other -This request provides $65 million to carry out unanticipated humanitarian assistance
activities or to replenish costs incurred as a result of the humanitarian crises in Iraq and Somalia.
The request includes funds for continued support for humanitarian needs of persons affected by
the violence in Irag, and to meet emergency needs arising from the current humanitarian crisis in
Somalia.
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The request would support expansion of the current IDP response in Irag, to meet the needs of an
increased number of beneficiaries. Although the recent intensification of conflict in Somalia has
not resulted in an immediate escalation of humanitarian needs, substantial emergency needs exist
as a result of over a decade of repeated. Currently, more than 1.8 million vulnerable Somalis are
without consistent access to basic health, nutrition, water, or sanitation services. In order to
support the stabilization of the country, Somalis must have access to basic services, which is
currently constrained by insecurity and a lack of access.

Economic Support Funds (ESF)

The request of $3.025 billion additional ESF includes funds for the following programs:

Iraq — The $2.072 billion ESF request supports the Government of Iraq’s efforts to stabilize the
country, bolster the economy, and achieve national reconciliation. This funding is essential for
the success of the USG civilian surge, expanding the presence of Provincial Reconstruction
Teams (PRTSs) and enabling USG agencies to decentralize and diversify their civilian presence
and assistance to the Iragi people. The request level is necessary to ensure that assistance reaches
across all of Iraq and improves coordination of USG programs critical to stability, including Iraqi
Provincial Reconstruction Development Councils (PRDC) and USAID’s Local Governance,
Community Stabilization, and Community Action Programs. It will also ensure that foreign
assistance is coordinated with military resources, including the Commanders™ Emergency
Response Program, in a common strategic plan that sustains stability and fosters Iraqi self-
sufficiency in areas that have made security gains. PRTs will support local moderate Iragi leaders
through targeted assistance to foster new businesses, create jobs and develop provincial capacity
to govern in an effective and sustainable manner.

In the economic area, funding will set the foundations for long-term growth, assisting Iraqgis
reform key sectors of the economy, including agriculture, Iraq’s second largest employer. These
programs will increase commercial lending and access to capital through micro-finance and
banks, and will provide a range of business development services for companies in key sectors of
the economy on how to operate in a free market. Funding will also expand programs for non-
agricultural businesses.

FYO07 Supplemental funding is critical to building Iragi self-reliance, expanding current efforts to
improve the institutional capacity of key Iragi ministries to address the needs of the Iraqi people.
Efforts will focus on the development of critical management capabilities, such as budget
formulation and execution, which will improve services and enhance the governance capacity of
Iraq’s executive branch. Project management units will be established to help ministries execute
their budgets, bringing tangible benefits to the Iragi people. Funding will support the Iragi
Government’s efforts to reduce unemployment through improvements in economic governance
that promote the growth of the private sector.

Funding is requested to expand democracy and governance programs to support greater
engagement with political parties, civil society organizations, and national political institutions,
such as parliament. These programs will also seek to support the development of an independent
media, pursue national reconciliation, and promote women’s rights and human rights.

Lebanon — The FY 2007 supplement request is $300 million. Working with the IMF, the
Government of Lebanon is launching an ambitious economic reform agenda. The U.S. intends to
support this agenda with direct budget support to the Siniora Government conditioned on
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achievement of select reforms. Our focus on economic stabilization and fiscal responsibility on
the part of the Lebanese Government is intended not only to enhance the Government’s
credibility in the eyes of its people and the international community, but to lay the groundwork
for Lebanon’s long-term political stability and economic opportunity.

To strengthen the capacity of the Government of Lebanon to function and be viewed as a national
and local force to help forestall future conflict, the U.S. will invest in efforts to strengthen the
Lebanese municipalities to perform government functions and provide public services. In the
justice sector, the U.S. will address persistent rule of law problems and work to enhance court
administration. Efforts will also be undertaken to promote consensus building through support of
a competitive and representative political framework, including support to the independent
electoral commission and democratic political parties.

The U.S. will continue to work in the Lebanese educational sector by addressing sorely needed
upgrades to primary and secondary educational facilities nationwide, with a particular emphasis
on areas where Government of Lebanon control may be weak. Upgrades will include the
provision of laboratories, books, computers, and classroom furniture.

Afghanistan — The FY 2007 Supplemental request of $653 million funds those reconstruction
efforts that are critical elements of our strategy to achieve security and development in
Afghanistan. Supplemental funding primarily focuses on expanding reconstruction efforts in
provinces that have been targeted by Taliban and other insurgents. These efforts include
accelerating power supply distribution, building high priority roads in Afghanistan’s south and
southeastern regions, expanding rural development programs, and strengthening governance in
targeted provinces. The FY 2007 Supplemental funds will support the Northeastern Power
System, an effort to supply Kabul and Afghanistan’s northern cities with both local and imported
powers, and thereby reduce U.S. funding spent on expensive, short-term diesel fuel purchases.
Funding for roads will support key district and provincial roads in the South and the East and
road segments that are of strategic military importance.

In addition, the Supplemental will support a critical expansion of alternative economic
development initiatives into un-served areas with the potential for increased poppy cultivation.
Creating and sustaining improved livelihoods, particularly in rural areas, is a key pillar in the
counter-narcotics strategy of the Governments of Afghanistan and the United States. The
Supplemental will also permit the necessary deepening and diversification of U.S. efforts to
strengthen provincial governance. As the post-Bonn center of gravity for reconstruction and
developments shifts from Kabul to the provinces, Provincial Reconstruction Teams are more vital
than ever as a primary tool to strengthen provincial governance and thus support transformational
diplomacy and development. Support will include infrastructure, tools, and training to help build
responsive, sub-national governance.

Activities will be concentrated in the south and east in support of counterinsurgency efforts.
Near-term funding is critical to tip the balance of Afghan support for democratic governance so
that reconstruction and development programs can successfully serve as incentives for peace and
reconciliation and thus rob the Taliban and others of the critical support necessary for the
continuance of the insurgency and ability to further destabilize the southern and eastern region of
Afghanistan.

Roads ($342 million): This request provides funding for strategic military roads, provincial
roads, and critical district roads in the South and East. The importance of these roads is three-
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fold: (1) they will promote economic development both through immediate employment during
construction, and the longer-term improved access to markets for agricultural products and other
goods produced in rural areas; (2) the roads will promote improved governance by better
connecting isolated districts with little state presence to provincial capitals, and will facilitate a
two-way flow of officials into the hinterlands to better address needs and rural residents to the
capitals to seek assistance, express grievances, and communicate in-person with officials; and, (3)
security will be enhanced both during the course of construction and by permitting vastly
enhanced mobility of security forces, particularly the police. This funding will complete
provincial roads in Taliban-resurgent zones to spur alternative livelihood and economic
development in the poppy growing area, signal the presence of the GoA and international
community, and enhance the rapid response capability of security forces.

Power ($40 million): Currently only 7% of Afghanistan’s population has access to electricity.
Limited access to power hinders economic growth and stifles productivity. This request meets
critical needs in the Northeastern Power System (NEPS), including helping to complete
construction of the Sheberghan Power Plant. This funding is needed urgently in FY 2007 so that
the Turkmenistan-Sheberghan power transmission line can be built and put into commercial
operation by the end of 2009. Without the construction of this line, reliable gas-generated power
from Turkmenistan will not be available, and 11 million power consumers in northern and eastern
Afghanistan will only have access to more expensive power from Tajikistan and Uzbekistan. As
a result of the timely construction of this line, power in northern Afghanistan will cost only 3-5
cents per kilowatt-hour as opposed to as much as 40 cents per kilowatt-hour, and diesel fuel
imports will no longer be necessary. The ultimate result of these funds will be reliable and stable
operation of NEPS by the end of 2009, which will lead to the delivery of low cost power for the
economic development of northern and eastern Afghanistan, laying the foundation for regional
power trade between Central and South Asia. The completion of the plant will also strengthen the
Government of Afghanistan’s hand when negotiating Power Purchase Agreements with
neighboring Central Asian countries.

Rural Development ($120 million Alternative Livelihoods and $13 million Agriculture): Creating
and sustaining improved livelihoods, particularly in rural areas, is the Government of
Afghanistan’s overall development priority. The majority of the supplemental request is
necessary for expansion of USAID-administered alternative livelihood initiatives into un-served
areas of an estimated four new provinces with the potential for increased poppy cultivation. The
remaining funding will allow for the intensification of current activities in some of the current
provinces experiencing increased poppy production and thus targeted for increased attention
including mandatory eradication. Intensive alternative livelihood programming expanded into an
additional four provinces, for a total of 13 should produced significant declines in poppy
production beginning in the 2007-2008 poppy growing season, assuming the other four pillars of
the counter-narcotics strategy continue to operate successfully.

Successful rural development in an overwhelming agrarian society such as Afghanistan’s requires
not only well-conceived and implemented alternative livelihood programs, but also those in the
more traditional agriculture sector. Such programming must run the spectrum from farm-to-
market, address both horticulture and livestock production, cover not only small-scale household
farming, but also value-added processing of agricultural products undertaken by a variety of agro-
businesses, and support the sectoral reforms needed as a basis for a modern agricultural economy.
This request will fund a new flagship initiative in the sector, the “Accelerating Sustainable
Agriculture Program,” to expand into a strategically important part of Afghanistan, the southeast.
While agricultural potential in the southeast is relatively low compared with other parts of
Afghanistan, USAID assessment missions during the past year have determined that much

130



improvement in agricultural and livestock productivity could be gained at a relatively low cost.
These are largely Pashtun tribal areas, and they have been historically underserved by
development efforts, including since the fall of the Taliban, for a variety of reasons including
during past years an uncertain security situation. Successful work in these areas has gone a long
way towards pacifying the region and this program will help further stabilize the environment.

Governance Capacity Building ($21 million): Strengthening Afghan human capital and
institutions must be an integral part of rebuilding the country. Afghanistan is willing, but
incapable, of leading its own sustainable development without strengthened capacity. An eventual
end to donor dependency hinges on it. The Government’s lack of capacity has increased popular
dissatisfaction with the government and has emboldened the Taliban and other insurgents that
seek to destabilize the current political order. Only by strengthening the Government’s security
forces and increasing its effectiveness, responsiveness, transparency, and ability to deliver
services will the Afghan state permanently displace the Taliban and other armed insurgents. The
new, multi-year Afghans Building Capacity program will build capacity in the public, private and
non-profit sectors, both in Kabul and the provinces. This funding will strengthen the national-
level institutions responsible for all aspects of sub-national governance, including the Ministry of
Interior, Ministry of Economy, Ministry of Finance, as well as others, such as the Ministry of
Communications and Information, and Ministry of Rural Reconstruction and Development,
involved with the Policy Action Group (PAG) process led by President Karzai and his National
Security Advisor. These efforts must commence now in order to counter an emboldened
insurgency, and address one of the underlying causes of the present conflict, which are poor
governance, weak capacity, and the inability of the Afghan government to provide basic services
to its people.

Provincial Reconstruction Teams/Provincial Governance ($117 million): This request will
permit the immediate necessary deepening and diversification of support for strengthening
provincial governance and enabling Afghan governors to take control of their provinces. Local
government authorities must be urgently strengthened to counter the governance vacuum that has
enabled the Taliban and other anti-government elements to return unchallenged; local
government must be responsive, accountable, and effective if it is to retain the loyalty of the
Afghan people. Requested support will strengthen governance and counter the insurgency by
providing the infrastructure, tools, training, and technical assistance necessary to enable local
leaders to carry out effective, responsive sub-national governance. The majority of the funding
would be concentrated in the south and east in support of counterinsurgency efforts. Funds would
also be allocated to community infrastructure, particularly priorities identified through the
participative, consultative process developed by the Government of Afghanistan, using Provincial
Reconstruction Teams. This request would also provide training and other capacity building of
sub-national officials, including conflict mitigation work and working with traditional and formal
forms of local governance, including tribal elders, shuras, and community development councils.

Foreign Military Financing (FMF)

Lebanon -- The request for $220 million will help to ensure the success of Nations Security
Council Resolution 1701, which relies in part on the performance of the Lebanese Armed Forces
(LAF), a multi-confessional, highly motivated, but drastically under-equipped force. United
Nations Security Council Resolution 1701 ended the recent conflict between Israel and
Hizbollah and tasked the Government of Lebanon with securing its borders and
exercising sovereignty throughout the country. The LAF did not wait for international
assistance to deploy some 15,000 troops to south Lebanon and another 8,600 troops to the
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Syria-Lebanon border. However, significant amounts of training and equipment are
needed to sustain these deployments and complete implementation of UNSCR 1701.

The United States, UK, and France have conducted recent assessments of the LAF’s
training and equipment needs. These were updated in cooperation with the GOL after the
ceasefire to reflect the LAF’s expanded role under UNSCR 1701; not surprisingly, the
LAF’s requirements have expanded as well. Assistance to the LAF currently planned by
the international community will only address a small portion of these requirements We
have identified at least $220 million in training and equipment necessary for the LAF to
fully implement UNSCR 1701.

Treasury International Affairs Technical Assistance (TIATA)

Department of Treasury Office of Technical Assistance -- The $2.75 million request is to
enable Treasury’s Office of Technical Assistance to deepen its engagement with the Government
of Iraq (GOI). Based on new requirements and requests from the GOI, the funding will enable
the U.S. to field new advisors including expanded assistance to the Central bank on banking law,
and the Ministry of Finance on budget execution. The funds will also permit the creation of a
new program with the Irag Council of Representatives on budget and financial matters. Finally,
the funding will enable the U.S. to participate in a new, innovative, and multilateral approach to
public financial management training in partnership with the World Bank.

International Narcotics Control and Law Enforcement (INCLE)

The supplemental request of $260 million includes funds for the following programs.

Iraq — The FY 2007 supplemental request for $200 million will strengthen judicial processes and
criminal justice required to stabilize Irag, and allow funding of the most critical elements of
development of the criminal justice system, anti-corruption, and corrections capacities, through
training, technical assistance, equipment, infrastructure improvements, security enhancements,
and jail/prison construction. This funding is critical to the success of the Baghdad Security Plan,
allowing the judicial sector to efficiently process the large number of pre-trial detainees expected
under the new plan. The overarching strategy to which this funding will contribute is to help
build a criminal justice system that is sufficiently fair and effective that Iraqi citizens will trust in
and turn to government institutions, not violent militias and other forms of “alternative justice,” to
resolve disputes.

Rule of law: Supplemental funding will focus on the most pressing priorities essential to both the
success of the new Baghdad Security Plan and the longer-term goals of helping build a
democratic society based on the rule of law. Those priorities include (1) judicial and court
security - protecting judges, witnesses, court staff, and court facilities so that court proceedings
can take place in an environment relative free from intimidation; (2) training and mentoring
judges, prosecutors, and judicial investigators in the legal matters and skills necessary to process
criminal cases fairly and efficiently; (3) integrating the various components of the judicial system
so that defendants do not fall through the cracks — guilty persons are not erroneously released and
the innocent are not erroneously detained; and (4) supporting anticorruption efforts so as to
enhance citizens’ trust in their government and accountability on the part of that government.
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Corrections: Funds will be used to address capacity issues, overcrowding and human rights
concerns within Irag’s jail and prison systems. Specifically, it will fund construction of
additional jail/prison beds and provision of technical assistance to the Iraqgi Corrections Service
(ICS), including to support the expansion of the service as it takes over pre-trial detention
responsibilities from the Ministry of Interior and new prison space comes on line.

Lebanon — The FY 2007 supplemental request of $60 million will support the Internal Security
Forces (ISF), a force that will play a critical role in support of implementation of UNSCRs 1559
and 1701. In particular, the Internal Security Force has assumed responsibility for guarding
Lebanon’s ports, airports, and borders as well as fulfilling a traditional counterterrorism role. The
ISF’s capability to undertake these critical missions is woefully inadequate. The force is
expanding quickly, but new personnel urgently require training and personal equipment,
including uniforms, body armor, personal weapons, communications equipment, vehicles and
other items. The U.S. is developing a train and equip program to address the ISF’s critical needs.
Assistance will also be required for the customs service to strengthen monitoring and interdiction
capabilities, especially at ports of entry and land border crossings.

Migration and Refugee Assistance (MRA)

The 2007 request provides $71.5 million for unforeseen refugee and migration emergencies in
Burundi, the Democratic Republic of Congo, and to assist Iraqi refugees and conflict victims, and
address the emergency needs of Palestinian refugees. The request would support ongoing
repatriation efforts in DRC and Burundi that ramped up in FY 2006. There remain 370,000
Burundi refugees in Tanzania, and several thousand in Rwanda and the DRC. There are over
400,000 DRC refugees in neighboring countries and the peaceful, democratic transformation
currently underway, elections in November 2006 paved the way for refugees to return to DRC in
2007. These return operations are critical to the lasting stability and recovery of both Burundi
and the DRC.

Funds would support UNHCR, ICRC, and NGO requirements to assist Iragi refugees in
neighboring countries and conflict-affected populations in Irag. This funding would support the
estimated 1,800,000 Iraqi refugees living in increasingly deteriorating conditions in the region
(especially Jordan and Syria), and target extremely vulnerable Iraqgis, particularly those who have
recent left Iraq due to sectarian violence, by providing health, education, shelter, and protection
from deportation. It would also permit quick impact projects throughout Iraq targeting those
regions most affected by IDPs and communities hosting people displaced by conflict. Additional
funding would maintain health assistance to refugee returnees in the south of Irag.

With the humanitarian situation in Gaza and the West Bank on the decline and current prospects
for progress on the political front slim, UNRWA will likely continue as our only channel of
support in FY 2007 for Palestinian refugees, who constitute 70 percent of the population in Gaza
and 30 percent in the West Bank. UNRWA's 2007 Emergency Appeal reflects growing
humanitarian needs of Palestinian refugees in the West Bank and Gaza due to ongoing conflict
and the Palestinian Authority’s fiscal crisis.

Non-Proliferation, Anti-Terrorism, Demining and Related Programs (NADR)

The supplemental request of $27.5 million includes funds for the following programs.

Iraq -- The $7 million request in NADR is for critical demining activities. The USG has
supported NGO demining operations, which have successfully cleared some areas of Iraq.
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NADR funding is required to resume demining activities in Irag, one of the most heavily mined
countries in the world.

Lebanon -- The request for $5.5 million will support a terrorist interdiction program that would

provide the Government of Lebanon with a capability to ensure adequate controls, particularly at
key points of entry. The capacity to interdict the movement of terrorists into and out of Lebanon
is essential to the success of United National Security Council Resolutions 1559 and 1701. A

Afghanistan -- The $15 million FY 2007 request will address the funding gap in support for the
Presidential Protection Service. While assessments had predicted that the protection service
would be self-sufficient by this point, the increasing security threats and complications have
prevented this from occurring. This request will provide U.S. equipment, training and mentoring
is essential to build the capacity of Afghan security forces, enabling them to protect the Afghan
leadership and contain terrorist elements.

Peacekeeping Operations (PKQO)

The FY 2007 supplemental request of $278 million includes funding for the following programs.

Sudan - The FY 2007 supplemental request of $150 million will be used to support Darfur
peacekeeping, including support for the African Union Mission in Sudan (AMIS). This support
includes: construction and operations; and maintenance of base camps for AMIS troops;
maintenance of vehicles and communications equipment; pre-deployment training and equipping
for Rwandan and Senegalese troops in AMIS; strategic airlift of AMIS troops; provision of U.S.
contract military observers to AMIS; and support for transition of AMIS to a United Nations
peacekeeping force in Darfur. As part of this supplemental the Administration requests transfer
authority from the Contributions for International Peacekeeping Activities (CIPA) account to the
PKO account.

The FY 2007 supplemental request also includes $128 million to support a number of anticipated
new peacekeeping requirements in Africa. The humanitarian tragedy that continues to unfold in
the Darfur region of Western Sudan has caused a severe spillover effect in Eastern Chad, with
large numbers of Sudanese refugees coming across the border, destabilizing an already delicate
situation between the Government of Chad (GOC) and several rebel groups operating in the
region. This delicate situation is causing further spillover effect into Northern Central African
Republic, threatening even wider conflict in the Central Africa region if action is not taken to
stem the tide of violence and destabilization. The additional FY 2007 funds for peacekeeping
operations will be applied to stabilization operations and security sector reform. Funds will also
be used to deploy a regional, African stabilization and peacekeeping force in Somalia that will
provide a secure environment in which a political process can move forward and effective
security institutions can be developed. In addition, support to and develop of nascent institutions
serving Somali will provide an important peace dividend that will help our efforts to encourage
inclusive political dialogue and reconciliation toward establishment of a legitimate, functioning
government that will serve all Somalis.

P.L. 480 - Title I1

The FY 2007 supplemental request of $350 million includes funding for the following programs.
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Sudan — An additional $150 million is needed to respond to Sudan and Eastern Chad in FY
2007. USAID will be able to meet 40% of this requirement from its core budget and $75 million
of the proposed supplemental request will allow us to reach the target of 50% of global needs for
Sudan and Eastern Chad. An additional $75 million will be required if increasing insecurity
results in greater needs, as it already appears to have done in Eastern Chad, or rising redelivery
costs, such as if aid agencies must use aircraft.

Emergencies — The request also includes $200 million to meet other critical food situations
elsewhere in the world. For example, inadequate rainfall during April and May 2006, especially
in northern Afghanistan, has resulted in drought conditions and an increase in food aid
requirements — in Afghanistan, $30m is envisioned as the drought response. In southern Africa,
slow recovery after two droughts in the last five years, continuing deterioration of economic
conditions in Zimbabwe, and the projected below-average upcoming rainy season are resulting in
higher-than-expected food aid needs. Increasing displacement of Somalis within the country and
to Kenya due to rising insecurity, coupled with slow recovery after several seasons of failed rains,
has raised food aid needs significantly over levels previously anticipated in the Horn of Africa.

U.S Emergency and Refugee & Migration Assistance (ERMA)

The request provides $30 million to address unanticipated emergency humanitarian needs in
places such as Somalia, Chad, West Bank/Gaza, Iraq, and Sri Lanka. It would also support
contingency planning for increased Darfur refugee outflows to Chad (up to 150,000 refugees and
IDPs), which is appearing increasingly likely. The current ERMA balance is $6.2 million, the
lowest in more than a decade; that level is insufficient to respond to the likely level of
requirements.

USAID Operating Expenses (USAID OE)

A supplemental request of $5.7 million in USAID OE is required to fund the projected
extraordinary security, personnel and other costs of operating the USAID’s mission in
Afghanistan in a deteriorating security environment.
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FY 2007 Global War on Terror Supplemental

by Country and Program Element

TOTAL 4,812,700

Afghanistan 698,000

1.1.3 Governments’ Capabilities 15,000

1.4.2 Alternative Development and Alternative Livelihoods 120,000
1.6.1 Conflict Mitigation 82,000

2.2.2 Public Sector Executive Function 21,000

2.2.3 Local Government and Decentralization 35,000

4.4.1 Modern Energy Services 40,000

4.4.3 Transport Services 342,000

4.5.1 Agricultural Enabling Environment 13,000

5.1.2 Crisis Assistance and Recovery 30,000

Iraq 2,339,000

1.1.1 Deny Terrorist Sponsorship, Support and Sanctuary 1,000
1.2.1 Counter WMD Proliferation and Combat WMD Terrorism 1,000
1.3.1 Operations Support 884,000

1.5.1 Financial Crimes and Money Laundering 4,000
1.5.3 Trafficking-in-Persons and Migrant Smuggling 1,000
1.6.2 Peace and Reconciliation Processes 10,000

2.1.3 Justice System 186,000

2.1.4 Human Rights 50,000

2.2.1 Legislative Function and Processes 140,000

2.2.2 Public Sector Executive Function 180,000

2.2.3 Local Government and Decentralization 115,000

2.2.4 Anti-Corruption Reforms 14,000

2.3.2 Elections and Political Processes 27,000

2.3.3 Political Parties 40,000

2.4.1 Civic Participation 160,000

2.4.2 Media Freedom and Freedom of Information 36,000
3.1.8 Water Supply and Sanitation 25,000

4.1.1 Fiscal policy 40,000

4.2.1 Trade and Investment Enabling Environment 30,000
4.4.1 Modern Energy Services 25,000

4.5.1 Agricultural Enabling Environment 37,500

4.5.2 Agricultural Sector Productivity 37,500

4.6.1 Business Enabling Environment 40,000

4.6.3 Workforce Development 150,000

4.7.1 Inclusive Financial Markets 25,000

4.7.3 Strengthen Microenterprise Productivity 20,000

5.1.1 Protection and Solutions 12,750

5.1.2 Crisis Assistance and Recovery 47,250
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Kosovo 279,000

1.3.7 Law Enforcement Restructuring, Reform and Operations 28,000

1.6.1 Conflict Mitigation 5,000

2.1.1 Constitutions, Laws, and Legal Systems 2,000

2.2.2 Public Sector Executive Function 8,000

2.2.5 Governance of the Security Sector 5,000

4.1.1 Fiscal policy 200,000

4.4.1 Modern Energy Services 5,000

4.4.2 Communications Services 5,000

4.4.3 Transport Services 5,000

5.1.1 Protection and Solutions 5,000

5.1.2 Crisis Assistance and Recovery 2,000

5.2.1 Capacity Building, Preparedness, and Planning 3,000

5.3.1 Protection and Assistance 3,000

5.3.2 Institutional Support and Capacity-building 3,000

Lebanon 585,500

1.3.4 Explosive Remnants of War (ERW) 5,500

1.3.6 Defense, Military, and Border Restructuring, Reform and 280,000
Operations

2.2.3 Local Government and Decentralization 20,000

3.2.1 Basic Education 10,000

4.1.1 Fiscal policy 250,000

4.6.2 Private Sector Productivity 20,000

Sudan 340,000

1.3.1 Operations Support 150,000

5.1.2 Crisis Assistance and Recovery 190,000

DCHA Contingency 190,000

5.1.2 Crisis Assistance and Recovery 190,000

Global Health 161,000

3.1.4 Avian Influenza 161,000

Political-Military Affairs 128,000

1.3.1 Operations Support 10,000

1.3.6 Defense, Military, and Border Restructuring, Reform and 118,000
Operations

Population, Refugees, and Migration 86,500

5.1.1 Protection and Solutions 44,125

5.1.2 Crisis Assistance and Recovery 42,375

USAID OE 5,700
USAID Operating Expenses (OE) 5,700
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FY 2008 Global War on Terror (GWOT) Emergency

The FY 2008 emergency request for Foreign Operations totals $1.37 billion in the following
accounts.

Economic Support Funds (ESF)

The $1.111 million request for ESF includes funds for the following programs:

Iraq — The Administration included the full year cost of Iraq in the FY 2008 budget. To this

end, the FY 08 base program level is appropriate in scale and content for a stabilizing, moderately
safe environment in Iraq. The Administration then determined which program level in the
request is unique to the security situation and is appropriately designated as an

“Emergency.” The "Emergency" program level will not be necessary once Iraq is a stabilized,
moderately safe environment.

The $772 million request in ESF will continue programs that contribute to security, economic,
and political stability. Efforts will shift towards increasing Iragi Government capacity to improve
the lives of ordinary Iraqgis by better spending its own budgetary resources to meet a wide range
of urgent needs. While the Iragi Government has proposed a good budget for 2007, USG
assistance will provide ministries the training and skills they need to become more effective. The
overall FY08 funding request level is reduced from the FY 07 level to reflect improvements in
capacity from USG assistance. By 2008 and 2009, the burden of local assistance should be
assumed more effectively by the Iragi Government. In the meantime, though, USG efforts will be
vital to building the Iragi Government’s capacity to meet its citizens’ needs.

Building on the programs funded under the FY07 Supplemental, the FY08 Emergency funding
supports programs integrated with the military’s security operations. Stabilization and economic
development cannot take place without a secure environment, and better economic and political
prospects will undermine the recruiting efforts of the insurgency. In the security area, $390
million will support programs coordinated through Provincial Reconstruction Teams (PRTS) to
complete the transition to Iraq’s self-reliance. These funds will also be used to harden critical
infrastructure against insurgent attacks, negating their debilitating impacts on the Iraqi
population. Funding will also support the Community Stabilization (CSP), which is vital for
counterinsurgency operations by providing funding for rehabilitation of community
infrastructure, employment generation and financial support for local businesses.

In the economic area, $134 million will fund programs that strengthen Iragi operations and
maintenance of USG-funded infrastructure, ensuring the sustainability of the USG investments
across key services. In the political area, $248 million will provide training and capacity
development for key Iragi ministries to execute their own budgets and perform critical functions
for the Iraqgi people. It will also fund democracy and governance programs that support moderate,
non-sectarian entities, a critical step in national reconciliation as Irag prepares for national
elections by 2009, and a referendum on Kirkuk. Finally, funding will also address policy and
regulatory reforms, removing barriers to business formation and economic development by
supporting including WTO accession, subsidy reform, creation of a social safety net, and the
passage of a hydrocarbon law.
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Afghanistan - $339 million is requested to continue funding of critical reconstruction efforts that
will contribute to efforts counter and prevent further insurgency. This request will meet critical
infrastructure requirements for building and maintaining roads in the southern and eastern regions
of Afghanistan and power plants and power distribution networks. These infrastructure efforts
will help the Government of Afghanistan provide greatly needed services and opportunities for
citizens in areas facing insurgent activity and would help prevent insurgents from crossing into
Afghanistan from Pakistan.

Roads ($279 million): This request will provide funding to complete all district roads in the
South and East. As explained in the FY 2007 GWOT request, these roads are critical to
enhancing security, economic development and governance. With the funding from both GWOT
requests, the United States will be able to construct approximately 2,000 kilometers of roads
connecting District Centers with the provincial capitals in the southern and eastern
provinces of the country.

Power ($60 million): This request will provide funding for the Southern Electrical Power System
(SEPS). Security concerns by other donors make SEPS a U.S.-only multi-year initiative. The
United States has already replaced and refurbished the turbines at the Kajaki Hydroelectric Dam,
the main source of power for southern Afghanistan. This funding will expand the dam’s reservoir
and construct electrical transmission lines from Kajaki to major southern cities of Kandahar and
Lashkar Gah. While security remains a concern, we need to maintain power productivity to
prevent adverse political and economic consequences on the stability of important southern
provinces.

International Narcotics Control and Law Enforcement (INCLE)

Iraq- The FY 2008 request of $159 million will consolidate and expand the gains in human
rights, anti-corruption, rule of law and corrections. This request would provide funding for Iraqg
to enable additional prison/jail bed construction to meet anticipated shortfalls, and further develop
Iragi criminal justice, corrections and anti-corruption entities, including by improving security
and boosting technical skills/capacities and management.

Rule of law: We seek to support twin goals through our rule of law programs in Iraq: to help the
Iragis develop the institutional and societal frameworks on which the rule of law rests while on a
priority basis addressing more immediate problems that impede the effective functioning of the
justice system and thus undermine the confidence of the Iragi people in their government and
their future. With FY08 Supplemental funding, we expect to continue Baghdad programs while
expanding programs for judicial and court security, judicial capacity, justice integration, and
anticorruption to the provinces.

Corrections: As lIragi security forces’ capacities continue to improve, more criminals will be
taken off the streets. We will use FY08 Supplemental funds to continue to expand the inmate
capacity of Iraq’s already overcrowded jail and prison facilities and provide advisory support for
the related continued expansion of the Iragi Corrections Service.

Migration and Refugee Assistance (MRA)

In FY 2008, MRA funds for Iraq totaling $35 million would support UNHCR, ICRC, and NGO
requirements to assist Iraqi refugees in neighboring countries and conflict-affected populations in
Irag, including returns and reintegration-related activities. USG support contributes directly to
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stabilizing displaced Iragi populations and promoting long-term stability in Iraq and the region by
working with the UN, international and non-governmental organizations to bolster temporary
protection mechanisms for Iragis in neighboring countries; expand assistance to needy Iragis in
neighboring countries by supporting shelter, health, education, and other social services; and
protect and seek durable solutions for vulnerable non-Iragi refugees stranded in Irag.

This funding would support the currently estimated 1.5 million Iragi refugees living in
increasingly deteriorating conditions in the region (especially Jordan and Syria), and target
extremely vulnerable Iraqis, particularly those who have left Iraq due to sectarian violence. It
would also permit quick impact projects throughout Iraq targeting those regions most affected by
IDPs and communities hosting people displaced by conflict. Additional funding would maintain
health assistance to refugee returnees in the south of Iraq. Funding would also build on previous
support to increase UNHCR’s capacity to refer vulnerable refugees to the U.S. refugee
resettlement program.

USAID Operating Expenses (USAID OE)

The $61.8 million request for USAID OE includes $45.8 million to fund projected personnel and
support costs in Iraq as well as Washington-based staff backstopping the Irag Mission, and other
operating costs including those associated with moving into the New Embassy Compound in
Baghdad. The request also includes $16 million to support the projected extraordinary security,
personnel, including the International Cooperative Administrative Support System (ICASS),

and other costs for operating the Mission in Afghanistan.

140



FY 2008 Global War on Terror Emergency

by Country and Program Element

TOTAL 1,366,800
Afghanistan * 355,000
4.4.1 Modern Energy Services 60,000
4.4.3 Transport Services 279,000
6.1.1 Program Support 16,000
Iraq 966,000
1.3.1 Operations Support 170,000
2.1.3 Justice System 169,900
2.2.2 Public Sector Executive Function 230,000
2.2.3 Local Government and Decentralization 65,000
2.2.4 Anti-Corruption Reforms 7,100
2.4.1 Civic Participation 15,000
3.1.8 Water Supply and Sanitation 82,000
4.4.1 Modern Energy Services 82,000
4.6.3 Workforce Development 92,500
4.7.3 Strengthen Microenterprise Productivity 17,500
5.1.1 Protection and Solutions 17,987
5.1.2 Crisis Assistance and Recovery 17,013
USAID OE 61,800
USAID Operating Expenses (OE) 61,800
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Independent Department and Agencies Bilateral
Assistance

African Development Foundation (ADF)
Department of the Treasury
Treasury Technical Assistance

Debt Restructuring

Export-Import Bank
Inter-American Foundation (1AF)

International Trade Commission (ITC)
Millennium Challenge Corporation (MCC)
Overseas Private Investment Corporation (OPIC)
Peace Corps

Trade and Development Agency
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African Development Foundation

FY 2006 FY 2007 FY 2008
Actual Estimate Request
African Development Foundation 22,770 22,225 30,000

($ in thousands)

The President’s request for $30.0 million in FY 2008 for ADF will allow the Foundation to
provide African small enterprises with the essential capital, technology, technical assistance, and
training they need to grow, generate new jobs in Africa’s poorest communities, and deliver
significant increases in income to their employees and others involved in their production

chain. The funding will also help farming groups and small businesses access the global
economy by providing them with resources to diversify their production, create value-added
products, satisfy international quality standards, and market their products to regional and
overseas buyers.

The ADF will leverage its annual appropriation by securing approximately $16 million in
matching donations from African governments, other donor organizations, and the private sector.
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Department of the Treasury

FY 2006 FY 2007 FY 2008

(% in thousands)

Actual Estimate Request
Treasury Technical Assistance 19,800 23,700 24,800
Debt Restructuring 64,350 20,000 207,300
Total, Department of the Treasury 84,150 43,700 232,100

Treasury Technical Assistance

The FY2008 request for Treasury International Affairs Technical Assistance (TIATA) is $24.8
million. The program provides financial advisors to countries seeking assistance in
implementing significant economic reforms, especially during critical periods of transition to
market-based economies. The program supports economic policy and financial management
reforms, focusing on the functional disciplines of budget, taxation, government debt, financial
institutions, and financial enforcement.

In FY2008, it is estimated that $7.37 million of the funds requested will be used by Treasury
Technical Assistance to fund resident and short-term advisor projects with countries combating
money laundering and terrorist finance activity. A large portion of the funds requested (36%)
will be used for assistance programs in sub-Saharan Africa, supporting economic and financial
reforms in countries receiving HIPC debt relief. Over 12% of the requested funds will be used to
carry out projects in the Greater Middle East. The funds will also be utilized to begin two new
high priority country engagements in Vietnam and India.

Debt Restructuring

The FY 2008 request is $207.3 million for Heavily Indebted Poor Countries (HIPC) and poorest
country debt reduction, HIPC Trust Fund, and Tropical Forest Conservation Act (TFCA)
programs.

For the poorest countries with unsustainable debt, debt reduction provides an incentive to
implement macroeconomic and structural reforms necessary for economic growth and also to free
up resources for poverty reduction efforts. The bulk of the request will be needed to cover the
cost of completing HIPC bilateral debt reduction for the Democratic Republic of the Congo.

The Tropical Forest Conservation Act (TFCA) received strong bipartisan support and was signed

into law in 1998. The program allows for reduction of U.S. concessional debt and redirection of
payments in local currency in eligible countries to support programs to conserve tropical forests.
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Export-Import Bank

FY 2006 FY 2007 FY 2008
Actual Estimate Request
Export-Import Bank of the United States 97,458 50,616 1,000

(% in thousands)

The FY 2008 request seeks $1.0 million to support the expenses of the Inspector General. The
FY 2008 Budget estimates that the Bank’s export credit support will total $18.7 billion in lending
activity, and will be funded entirely by receipts collected from the Bank’s customers. The Bank
expects to collect $146 million in receipts in excess of estimated losses in FY 2008. These
receipts will be used to cover both the $68 million for loan programs as well as the $78 million
for administrative expenses.

The Export-Import Bank of the United States is an independent executive agency and a wholly-
owned U.S. Government corporation. Ex-Im Bank is the official export credit agency of the
United States. Its mission is to support U.S. exports by providing export financing through its
loan, guarantee, and insurance programs in cases where the private sector is unable or unwilling
to provide financing or when such support is necessary to level the playing field due to financing
provided by foreign governments to their exporters that are in competition for export sales with
U.S. exporters. By facilitating the financing of U.S. exports, Ex-Im Bank helps companies create
and maintain U.S. jobs. The Bank actively assists small and medium-sized businesses.
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Inter-American Foundation

FY 2006 FY 2007 FY 2008
Actual Estimate Request
Inter-American Foundation 19,305 19,268 19,000

(% in thousands)

The FY 2008 request of $19 million will fund the Inter-American Foundation's (IAF) mandate to
support programs that promote entrepreneurship, self-reliance, and democratic self-governance as
a way to foster economic progress for the poor. A focus on innovation drives the IAF’s work in
Latin America and the Caribbean, such as its pioneering efforts to work with migrant
organizations to help channel some of the vast amounts of remittances that immigrants send home
each year into development activities for their home communities. In FY 2008, the IAF will
continue its implementation of Opportunity Zones, one of President Bush’s mandates from the
2005 Summit of the Americas. This program encourages a combination of business ownership,
local investment and civic partnerships to bring people out of poverty in targeted areas. In
addition, the IAF will continue to support the economic development initiatives of indigenous
peoples, persons with disabilities, as well as African-descendant communities, as part of its
implementation of several Summit recommendations.

The 1AF will continue to expand its innovative program involving a partnership with an
expanding network of 60 Latin American corporations and corporate foundations. Participating
corporate partners share criteria for funding and a results measurement system based on IAF's
experience with grassroots development, and exceed IAF contributions by a ratio of 2:1 to
support local development initiatives. In FY 2008, the IAF will again support the President's
priorities in Latin America and the Caribbean to reduce poverty, strengthen local democratic
practice, and stem the flow of illegal immigration.
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Millennium Challenge Corporation

FY 2006 FY 2007 FY 2008
Actual Estimate Request
Millennium Challenge Corporation 1,752,300 1,135,000 3,000,000

(% in thousands)

For FY 2008, the President’s budget requests $3.0 billion for the Millennium Challenge
Corporation to continue to realize the President’s vision of providing transformative assistance to
those countries that govern justly, support economic freedom and invest in their people. The
MCC budget request for FY 2008 is based on an estimate of the funds needed to conclude MCC
Compacts with currently eligible countries that will be ready to enter into Compacts. MCC
projects that it will sign additional Compacts with up to 6 countries in FY 2008 with a projected
average Compact size of $400 to $500 million. MCC is intentionally increasing the average size
of Compacts to support transformational growth and poverty reduction in our partner countries.
Up to 25 percent of the appropriation will be used for Compacts with lower middle income
countries (LMICs) in keeping with MCC’s legislation. MCC legislation allowed for the
consideration of LMICs for the first time in FY 2006.

MCC has signed Compacts to date with 11 partner countries: Armenia, Benin, Cape Verde, El
Salvador, Georgia, Ghana, Honduras, Madagascar, Mali, Nicaragua, and Vanuatu. Six of these
11 Compacts were signed during FY 2006 and the first quarter of FY 2007 (Armenia, Benin, El
Salvador, Ghana, Mali, and Vanuatu). MCC has awarded $3 billion to Compact countries to
address various barriers to poverty reduction and economic growth. These Compacts create plans
of action for communities to reduce poverty. By the end of FY 2007, MCC expects to have
Compacts signed with a total of 15 to 16 countries leaving an additional 9-10 countries in the
pipeline. Disbursements will also begin to increase more rapidly in FY 2007 and even more so in
FY 2008 as signed compacts move beyond the initial stages of implementation.

MCC will allocate up to 10 percent of its FY 2008 appropriation for countries deemed eligible for
Threshold Program assistance. Twenty countries in total have been selected by the MCC Board
as eligible for Threshold Program assistance during the past four annual selection cycles,
including the one most recently in November of 2006. The Threshold Program was created to
help countries who have not yet qualified for MCA Compact funding, but have demonstrated a
significant commitment to improve their performance on the eligibility criteria for MCA Compact
funding. MCC now has a total of 11 Threshold Agreements representing $286 million in awards
to Albania, Burkina Faso, Indonesia, Jordan, Malawi, Moldova, Paraguay, Philippines,
Tanzania, Ukraine, and Zambia. These programs focus primarily on improving governance,
especially on curbing corruption. Others focus on key social investments such an improving
primary education rates among girls as well as the immunization rates.

MCC has built a lean and talented staff of 300 to manage the development and implementation of
MCC assistance programs, and has put in place policies and procedures to ensure that U.S. funds
are used effectively and responsibly. MCC received an unqualified opinion on its most recent
audit, and has worked closely with its Inspector General to review many of its procedures with a
view to improving service delivery and management controls. In addition, MCC has taken a
number of steps to improve compact development and implementation, including providing
detailed guidance to eligible countries early in the process and helping countries put key
implementation mechanisms in place before compacts enter into force. As a result, countries are
providing more fully developed proposals to MCC, and are better positioned to hit the ground
running on implementation.
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Overseas Private Investment Corporation

($ in thousands) FY 2006 FY 2007 FY 2008

Actual Estimate Request
Overseas Private Investment Corporation -161,076 -124,000 -159,500

The Overseas Private Investment Corporation (OPIC) is a self-sustaining agency that mobilizes
American private investment by providing political risk insurance and financing in support of
U.S. foreign policy in 156 developing nations and emerging markets around the world.

OPIC’s FY 2008 budget is fully self-funded. From its estimated offsetting collections of $236
million in FY 2008, OPIC is requesting $47.5 million for administrative expenses and $29
million for credit funding. This amount will support over $1.45 billion in new direct loans and
loan guaranties.

The Overseas Private Investment Corporation (OPIC) will focus its efforts on quality projects that
are highly developmental, based on both sector and geographic location. Based on U.S.
development and foreign policy priorities, OPIC will place special emphasis on small business,
investments in Africa, the broader Middle East, and Central America, and continue to increase
private sector cooperation and increase the availability of housing for the developing world.

Private sector investment support provided by OPIC is market driven, and as a result, efficiently
aligns government resources with projects that are most likely to drive economic growth. For
many countries that have moved beyond basic humanitarian assistance, OPIC is an effective and
efficient way to promote private sector growth. OPIC's goal is to generate “additionality” on
each transaction it conducts, meaning OPIC is able to add value to every investment it supports.
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Peace Corps

FY 2006 FY 2007 FY 2008
Actual Estimate Request
Peace Corps 318,780 324,000 333,500

(% in thousands)

The FY 2008 budget request provides $333.5 million for the Peace Corps, an increase of nearly
$9.5 million over the estimated FY 2007 level.

By the end of FY 2008, there will be approximately 7,600 American Peace Corps Volunteers
assisting host countries and local communities to improve education of students, encourage
economic development, protect and restore the environment, and increase the agricultural
capabilities of farming communities, expand access to basic health care for families, and address
HIV/AIDS prevention and care.

Through their services, Peace Corps Volunteers make lasting contributions to the U.S. and the
international community by representing American values and diversity, responding to
humanitarian crises and natural disasters, and preparing America's work force with overseas
experience.
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Trade and Development Agency

FY 2006 FY 2007 FY 2008

Actual Estimate Request
Trade and Development Agency 50,391 50,300 50,400

($ in thousands)

The Administration is requesting $50.4 million for USTDA in FY 2008. This request maintains
the Agency's ability to spur economic development and advance U.S. commercial interests in
developing and middle-income countries.

TDA provides a bridge to U.S. technical know-how and experience for developing and middle-
income countries. The focus of the Agency is unique in that it creates public-private partnerships
in response to project sponsor needs and priorities. TDA programs help identify and prepare
projects for implementation that will establish the infrastructure necessary for economies to
expand, and develop trade partnerships by enhancing the ability of U.S. firms to conduct business
overseas.

In carrying out its program, TDA leverages the resources of the U.S. private sector to advance the
foreign policy priorities of the Administration by creating long-term commercial relationships
between the private and public sectors of the United States and its partners in the developing
world.

The Agency uses various tools to facilitate U.S. business opportunities in the international
marketplace. This support comes in the form of technical assistance, feasibility studies,
orientation visits, training grants and conferences.

The Agency’s FY 2008 budget request encompasses USTDA’s assistance programs that support
key trade and foreign policy objectives of the Administration, including; 1) building the
infrastructure for development by providing early investment analysis, including technical
assistance and feasibility studies related to planning, financing, and implementing major
infrastructure projects; 2) providing technical assistance to facilitate the Administration’s trade
policy priorities identified during bilateral and multilateral negotiations and support for trade
agreement implementation, including the strengthening of developing countries Intellectual
Property Rights (IPR) regimes; 3) enhancing global energy security by providing investment
analysis and technical assistance designed to identify, develop, and transport to market new oil
and gas reserves to help diversify sources of supply, and to stimulate development of alternative
fuels, deploy technologies that promote the clean and efficient use of resources, and improve
energy efficiency; and 4) strengthening transportation safety and security by offering technical
assistance to build capacity and comply with international safety and security standards.
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Multilateral Economic Assistance

International Financial Institutions (IFIs)
International Organizations and Programs (I0&P)
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Multilateral Economic Assistance

FY 2006 FY 2007 FY 2008
Actual Estimate Request

($ in thousands)

International Financial Institutions
Global Environment Facility 79,200 56,250 106,763
International Development Association 940,500 752,400 1,060,000
Multilateral Investment Guarantee Agency 1,287 1,288 1,082
Asian Development Fund 99,000 99,000 133,906
African Development Fund 134,343 134,343 140,584
African Development Bank 3,602 3,613 2,037
European Bank for Reconstruction and Development 1,006 1,006 10
Erlltjlzzrlse for the Americas Multilateral Investment 1.724 1.724 29232
Inter-American Investment Corporation 1,724 1,724 7,264
International Fund for Agricultural Development 14,850 14,850 18,072
Arrears (5,453) (4,018) (175,000)

Total, International Financial Institutions 1,277,236 1,066,198 1,498,950
International Organizations and Programs 303,888 326,163 289,400

Total, Multilateral Economic Assistance 1,581,124 1,392,361 1,788,350

International Financial Institutions (IFIs)

International Financial Institutions (IFIs) provide loans, grants and investments to developing and
transition economies and private sector enterprises in countries where risks are too high for
private financing alone and where leverage is needed to encourage private financing. Bank
policies and assistance programs reflect U.S. priorities in promoting growth, increasing
productivity, and reducing poverty in developing countries.

The FY 2008 request for the IFIs of $1.499 billion is comprised of $1.324 billion for scheduled
annual commitments and $175 million to pay a portion of outstanding U.S. arrears to the IFls.
Through U.S. leadership in the IFI replenishment negotiations, key policy reforms were initiated,
reinforced and extended in these institutions. The reforms focus on improving debt sustainability,
increasing grants, measuring results, increasing transparency and fighting corruption. Through
the landmark G-8 Multilateral Debt Relief Initiative, 44 of the world’s poorest and most debt
vulnerable countries will be eligible to receive 100 percent cancellation of their multilateral
development bank (MDB) debt.

Debt sustainability frameworks adopted in IDA and the AfDF will help break the destabilizing
lend-and-forgive cycle. IDA will provide approximately 30 percent of its total resources to the
world’s poorest and most debt vulnerable countries as grants, and the AfDF is also extending
nearly one-third of its available resources as grants. The AsDF-9 replenishment agreement
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established, for the first time in the AfDF, a grant window where approximately 30 percent of
assistance to the poorest countries will be in the form of grants.

Results measurement systems have been expanded significantly through replenishment
agreements with the adoption of measurable goals and targets and results-based management
processes and standards. Continuing work is needed to ensure full implementation of results-
based management in all the MDBs.

Measures to improve transparency and efforts to fight corruption in countries, on bank projects,
and in the institutions themselves have been strengthened. For example, the AfDB established a
new anti-corruption and investigative unit, the IDB overhauled its procurement policies and
practices to conform to best international practices, and AsDB significantly increased its in-
country governance programs. In FY 2008, IDA will continue its independent assessment of its
internal controls framework.

Going forward, Treasury will continue to reinforce these key reforms and build upon
achievements in the IFIs on managing for results, increasing transparency and fighting corruption,
and ensuring the debt sustainability of the world’s poorest countries.

International Organizations and Programs (I0&P)
FY 2006 FY 2007 FY 2008

Actual Estimate Request
International Organizations and Programs 303,888 326,163 289,400

($ in thousands)

The FY 2008 request of $289.4 million for voluntarily funded International Organizations and
Programs (I0&P) will advance U.S. strategic goals by supporting and enhancing international
consultation and coordination. This approach is required in transnational areas such as protecting
the ozone layer or safeguarding international air traffic, where solutions to problems can best be
addressed globally. In other areas, such as in development programs, the United States can
multiply the influence and effectiveness of its contributions through support for international
programs.

UNITED NATIONS CHILDREN’S FUND (UNICEF)

$123 million - UNICEF acts as a global champion for children and strives to ensure the survival
and well being of children throughout the world. The request funds core funding for UNICEF.

UNITED NATIONS DEVELOPMENT PROGRAM (UNDP)

$75.3 million - UNDP is the UN's primary development agency. The organization's 2008-2011 strategic
plan, which will lay out its new priorities, is currently under discussion within UNDP management and its
36-member Board. Its 2004-2007 strategic plan focuses on addressing some of the main obstacles to
economic development: (1) human poverty, (2) lack of democratic governance, (3) conflicts and
disasters, (4) HIV/AIDS, and (5) lack of good stewardship of the environment and natural resources.
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UN DEMOCRACY FUND (UNDEF)

$14 million - The U.S. believes that the United Nations should assume a more important role in
promoting democracy around the world. The UN Democracy Fund, proposed by President Bush
in 2004, is an initiative to support pro-democracy forces and activities in countries transitioning
to democracy in order to effect broad change in dynamic ways under the UN framework. The
Fund, which is financed through voluntary contributions, increases cooperation among
democratic countries to support new and transitional democracies, human rights and fundamental
freedoms. In August 2006, the Advisory Board approved its first set of grants totaling US$ 36
million to 125 projects in 100 countries around the world. The approved programs focus on civic
education, voter registration, access to information and democratic dialogue, among other issues.

UN FUND FOR VICTIMS OF TORTURE

$4.8 million - The UN Fund for Victims of Torture supports 187 projects worldwide to help
victims of torture cope with the after-effects of the trauma they experienced, reclaim their dignity,
and become reintegrated into society. The Fund distributes voluntary contributions received from
governments, NGOs, and individuals to organizations providing psychological, medical, social,
legal, and financial assistance to victims of torture and members of their families.

UN VOLUNTARY FUND FOR TECHNICAL COOPERATION IN THE FIELD OF HUMAN
RIGHTS

$1.4 million - The Fund supports the activities of the Office of the High Commissioner for
Human Rights (OHCHR) toward building strong national human rights protection systems at the
country and regional levels. OHCHR is present at the local level in some 40 countries with
OHCHR offices, technical cooperation offices or projects, regional and sub-regional
representatives, and human rights components of 10 UN peacekeeping missions. In addition to
directly supporting OHCHR’s fieldwork, the U.S. contribution to the Fund helps to leverage
increased contributions by other governments.

UNITED NATIONS DEVELOPMENT FUND FOR WOMEN (UNIFEM)

$1 million - UNIFEM works in political, economic, and social interventions in partnership with
local individual advisors and organizations in over 100 countries.

OFFICE OF THE COORDINATOR FOR HUMANITARIAN AFFAIRS (OCHA)

$2 million - OCHA coordinates the traditionally diverse international response to humanitarian
crises. OCHA works with UN agencies and other national and international organizations
(including UNICEF, the UN High Commissioner for Refugees (UNHCR), the ICRC and others)
that provide assistance directly to disaster victims.

UNITED NATIONS HUMAN SETTLEMENTS PROGRAM (UN-HABITAT)

$1 million - UN-HABITAT is the lead United Nations agency for responding to the challenges of
the urban poor. The U.S. contribution for core funding of UN-HABITAT enables the program to
continue to strengthen its work pertaining to economic freedom, good government, democracy
building (through decentralization of power to local authorities), gender equality, and the
mobilization of domestic resources.
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UNITED NATIONS ENVIRONMENT PROGRAM (UNEP)

$9.5 million - UNEP has the lead within the United Nations system on most issues related to the
environment. It plays a leading role in developing international agreements and national
environmental instruments, and also assesses global, regional and national environmental
conditions and trends. The six secretariats funded include the Montreal Protocol, Basel
Convention, Cartagena Convention, Desertification Convention, SPREP Convention, and the
Vienna Convention.

MONTREAL PROTOCOL MULTILATERAL FUND

$19 million - The U.S. EPA estimates that, if the Montreal Protocol is fully implemented, 6.3
million U.S. lives will be saved from skin cancer over the next 150 years. Under the Protocol, the
United States and other developed countries have agreed -- through the Multilateral Fund -- to
fund the “incremental costs” of developing country projects to completely phase out their use of
ozone depleting chemicals. With this funding, developing countries are on track to meet their
commitment to reduce use of these substances by 85% in 2007 and to phase out completely by
2010.

INTERNATIONAL CONSERVATION PROGRAMS

$5.9 million - U.S. contributions to international conservation programs help address wildlife
trafficking, biodiversity, and illegal logging problems by facilitating policy approaches and
technical expertise to assist developing countries in building their capacity to conserve and
sustainably manage vital ecological and economic natural resources. Initiatives funded under this
contribution include the: Coalition Against Wildlife Trafficking, Convention on International
Trade in Endangered Species of Wild Flora and Fauna, International Tropical Timber, National
Forest Program Facility hosted by the Food and Agriculture Organization of the United Nations,
Ramsar Convention on Wetlands of International Importance, United Nations Convention to
Combat Desertification, United Nations Forum on Forests, World Conservation Union, Montreal
Process Working Group on Criteria and Indicators for the Conservation and Sustainable
Management of Temperate and Boreal Forests and the new multi-donor Program for Forestry.

CLIMATE CHANGE PROGRAMS

$5.3 million - In carrying out its international climate change policies, the Administration has
highlighted U.S. leadership in the Framework Convention on Climate Change (FCCC), the
Intergovernmental Panel on Climate Change (IPCC), and the Intergovernmental Group on Earth
Observations (GEQ). The continuation of U.S participation in and support for the UNFCCC
helps advance specific Administration initiatives regarding technology transfer to and capacity
building in developing countries, and the enhancement of bilateral climate change cooperation.
The continuation of U.S. participation in and support for the IPCC helps advance specific
Administration initiatives regarding climate change science and technology, including global
observation systems, carbon sequestration, and climate modeling.
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WORLD METEOROLOGICAL ORGANIZATION VOLUNTARY COOPERATION
PROGRAM

$1.9 million - The World Meteorological Organization’s VVoluntary Cooperation Fund (VCP)
supports international cooperation on hurricane forecasting; improvements to the Global
Telecommunications System, which is used to transmit disaster warnings to national and local
users; and capacity-building programs, particularly in the Americas. The U.S. VCP contribution
also yields economic benefits to the United States by enhancing weather data exchange and
improving forecasts used by, inter alia, the agricultural, shipping, and defense sectors.

ICAO AVIATION PROGRAMS

$1 million - The United States promotes worldwide civil aviation security through its voluntary
contributions to the International Civil Aviation Organization. ICAQO's Universal Security Audit Program
(USAP), begun in November 2002, evaluates the security of national civil aviation systems and, where
warranted, individual airports, carriers, and aircraft.

INTERNATIONAL DEVELOPMENT LAW ORGANIZATION (IDLO)

$0.3 million - IDLO promotes the rule of law and good governance by providing training to legal
practitioners in developing countries, technical assistance to governments in their legal reform
efforts, and continuing education to legal professionals. IDLO helps build and sustain democratic,
well-governed states that will respond to the needs of their people and conduct themselves
responsibly in the international system.

UNITED NATIONS EDUCATIONAL, SCIENTIFIC AND CULTURAL ORGANIZATION
(UNESCO)
INTERNATIONAL CONTRIBUTIONS FOR SCIENTIFIC, EDUCATIONAL AND
CULTURAL ACTIVITIES (ICSECA)

$1 million - UNESCO’s Culture Sector provides solutions for assessing possible damage to
UNESCO World Heritage sites in the event of a natural or man-made disaster. The United States
sees an opportunity for UNESCO’s International Program for the Development of
Communication to reach millions of people through programs that focus on communications
capability at the community level and the training of journalists in developing countries.

INTERNATIONAL MARITIME ORGANIZATION (IMO) SECURITY

$0.4 million - To maintain its national security, the United States must be able to deny potential
adversaries the ability to mount attacks against the United States from the sea. U.S. contributions to IMO
security programs support Long Range Identification and Tracking, Container Security, International
Shipping and Port Facility, and Countering Piracy.

ORGANIZATION OF AMERICAN STATES (OAS) DEVELOPMENT ASSISTANCE PROGRAMS

$5.2 million - FYY 2008 funding will focus on projects that strengthen the competitiveness of
micro-, small- and medium-size enterprises and foster the development of the private sector. The
amount requested will enable the OAS to meet its Summit of the Americas mandates in trade,
labor, sustainable development and the environment, education, science and technology, culture,
tourism, natural disaster mitigation and rural development. Voluntary contributions from 10&P
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are pivotal in “capitalizing” the OAS Development Fund to seed and strengthen programs that
have regional impact, leveraging approximately $3 from other donors for every $1 in U.S.
contributions.

OAS FUND FOR STRENGTHENING DEMOCRACY

$2.5 million - The OAS Democracy Fund provides readily available capital for essential
democracy projects where even small sums can make a big difference. Of those activities the
USG elects to support via the Democracy Fund, U.S. involvement represents approximately 70%
of total funding for each project. The FY 2008 funding requested is needed to promote OAS
democracy programs for the long-term process to defend and consolidate representative
democracy. The electoral observation and technical assistance missions are critical to
maintaining multilateral influence in that most basic of democratic institutions, the ballot box. At
a minimum in FY 2008, there will be OAS electoral missions in Guatemala, Paraguay, The
Dominican Republic, Trinidad & Tobago, Belize and Jamaica.

WORLD TRADE ORGANIZATION (WTO) GLOBAL TRUST FUND

$1 million - The Fund offers an opportunity to demonstrate the concrete commitment of the USG
to trade liberalization by supporting developing countries’ efforts to actively engage in WTO
trade negotiations. This contribution to the global trust fund will continue to demonstrate the
U.S. commitment to open trade, with a special focus on advancing trade in developing nations.

UN INNOVATION AND ENTREPRENEURSHIP INITIATIVE (UNIEI)

$10 million - The UN Innovation & Entrepreneurship Initiative (UNIEI) will employ technical
assistance grants to encourage UN system agencies, developing countries, business groups and
NGOs to create positive entrepreneurial environments by advocating simplified property
registration, liberalized access to credit, better enforcement of contracts, reformed labor-markets,
and easier business licensing. UNIEI will facilitate exchanges between UN agencies, business
leaders, entrepreneurial start-ups, parliamentarians, and government officials to diagnose
problems and suggest pragmatic solutions. The initiative would establish a self-standing trust
fund, governed by donors and advised by world-class entrepreneurial thinkers, modeled roughly
on the UN Democracy Fund. Funding would be voluntary by donors, with this $10 million
request serving as a founding donation by the U.S. Moreover, the U.S. would seek matching
contributions from private American and foreign foundations.

ORGANIZATION FOR SECURITY AND COOPERATION IN EUROPE (OSCE)

$4 million - The OSCE is a multilateral mechanism for implementing the State Department’s
transformational diplomacy agenda in the Balkans and countries of the former Soviet Union. The
OSCE’s core objectives include early warning, conflict prevention, crisis management, and post-
conflict rehabilitation.
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International Organizations and Programs
($ in thousands)
FY 2006 = FY 2007 FY 2008
Actual Estimate  Request
International Organizations
Center for Human Settlements 149 * 1,000
IMO Maritime Security Programs 396 * 400
International Civil Aviation Organization 941 * 950
International Conservation Programs 5,890 * 5,906
International Contributions for Scientific, 990 * 1,000
Educational, and Cultural Activities
International Development Law Organization - * 300
International Panel on Climate Change/UN 5,940 * 5,320
Framework Convention on Climate Change
Montreal Protocol Multilateral Fund 21,285 * 19,000
OAS Development Assistance Programs 4,702 * 5,225
OAS Fund for Strengthening Democracy 2,475 * 2,500
Organization for Security & Cooperation in - * 4,000
Europe (OSCE)
Reserve to be Allocated - * -
UN Children's Fund 125,730 * | 123,000
UN Democracy Fund (UNDEF) [10,000] * 14,000
UN Development Fund for Women 3,218 * 950
UN Development Program 108,900 * 75,300
UN Environment Program 10,159 * 9,524
UN Innovation and Entrepreneurship - * 10,000
Initiative (UNIEI)
UN Office for the Coordination of 805 * 2,000
Humanitarian Affairs (UN OCHA)
UN Voluntary Fund for Technical 1,485 * 1,425
Cooperation in the Field of Human Rights
UN Voluntary Fund for Victims of Torture 6,517 * 4,750
UNIFEM Trust Fund 1,485 * -
World Meteorological Organization 1,881 * 1,900
World Trade Organization 940 * 950
Subtotal - International Organizations 303,888 * 289,400
Total 303,888 | 326,163 | 289,400
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II. REQUEST BY REGION

Africa
East Asia and the Pacific
Europe and Eurasia
Near East
South and Central Asia
Western Hemisphere
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AFRICA
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Africa Regional Overview

Obstacles and Opportunities for Advancing Transformational Diplomacy

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Child Survival and Health 391,936 * 458,007
Development Assistance 596,273 * 490,445
Economic Support Fund 133,135 * 374,295
Foreign Military Financing 13,860 * 8,800
Global HIV/AIDS Initiative 1,239,152 * 3,421,000
International Disaster and Famine Assistance 179,790 * 113,500
International Military Education & Training 10,177 * 13,663
International Narcotics Control and Law Enforcement 3,168 * 34,180
Nonproliferation, Antiterrorism & Demining 26,446 * 23,824
Peacekeeping Operations 110,866 * 80,000
Public Law 480 (Food Aid) 850,873 * 467,500
Transition Initiatives 14,583 * 5,000
Total 3,570,259 * 5,490,214

U.S. resources in Africa are directed to helping African governments, institutions and African-
based organizations incorporate good governance principles and innovative approaches to health,
education, economic growth, agriculture, and environment programs. Conflict and political
instability across Sub-Saharan Africa drain resources from development, encourage weapons
proliferation, and breed poverty, disease, terrorism and corruption.

African countries cannot successfully transform their economies without economic growth,
development of trade opportunities, and environmentally sound agricultural development. While
there is a growing industrial sector in many African cities, agriculture still provides the dominant
sources of livelihood for 65% or more of African populations and comprises 30% to 40% of
Africa's GDP. Improving the infrastructure and financial sectors is necessary to decrease the
costs of production and delivery of goods and services. As much of the continent's poverty and
hunger remains concentrated in rural areas among small-scale farmers, generating higher
agricultural growth not only would increase incomes and food supplies, but would stimulate
broad-based economic growth through linkages with the non-agricultural sector. From 2006 to
2008, investments in Economic Growth have increased by 43%, in large measure because of the
MCC.

The disease burden in Africa is the highest in the world. Life expectancy is lower than other
regions and continues to decline. The health of Africans has deteriorated over the past decade
because of the devastating interactions among poverty, conflict, and the rapid spread of
HIV/AIDS and other infectious diseases such as tuberculosis and malaria. Poor health status has
led to low productivity and perpetuation of poverty and inequity. Fundamental reform in Africa’s
education systems also is needed to lay the foundations for future economic and social progress.
In addition to State and USAID funds, on-going and potential MCC funding for the region is
substantial. Burkina Faso, Zambia, Kenya, Malawi, Niger, Rwanda, Uganda and Tanzania all
benefit from Threshold country status and are aiming for compact eligibility. Mozambique,
Namibia and Senegal also maintain eligibility status. Four countries have signed MCC compacts:
Madagascar ($110 million), Benin ($307 million), Cape Verde ($110 million) and Ghana ($547
million).
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By far the greatest part of the work mentioned above must be done at the country level, but some
trans-boundary interventions and partnerships with regional organizations can make an important
contribution to mitigating conflict, reducing and eliminating terrorism, and strengthening
institutions of good governance on the continent. The principal goal of Africa Regional programs
is to strengthen selected African regional institutions and organizations - including non-
governmental organizations and associations - to improve their capacity to contribute to Africa's
development in an environment of stability and security.

The Impact of P.L. 480 Emergency Food Assistance
Comparisons between FY 2006 to FY 2008

The FY 2006 appropriations include P.L 480 Title Il Emergency Food Aid programs allocated to
countries on an as-needed basis over the course of FY 2006. The FY 2008 P.L. 480 Title Il
Emergency Food Aid request has not been allocated to specific countries, as emergency food aid
needs will be determined on an as-needed basis over the course of FY 2008. The only exception
is Sudan where a portion of the likely emergency food aid to be needed in FY 2008 has been
budgeted in advance.

The result of this differences in where emergency food aid shown in FY 2006 versus FY 2008 in
Africa suggests a decrease in funds between the two years. Given that it is emergency assistance
and not development assistance, it should be accounted for when making regional or country
comparisons between FY 2006 and FY 2008. For Africa as a whole, emergency food aid
allocations to countries in FY 2006 totaled $1.2 billion. Thus, when emergency food aid is
removed from the FY 2006 level then assistance to Africa increased by additional 29 percent
(from 54% with emergency food aid included to 83% when emergency food aid is excluded).
The swing that emergency food aid can have on the interpretation of country levels is also
dramatic, as the two country examples in the table below show.

2006 2008 Change ~ Eoreent

CBJ CBJ FYO06 - 9

Actual | Request | Fyog | 'Y06-

q FYO08
Africa, with Emergency Food Aid 3,559,655 5,490,214 | 1,930,559 54%
Africa, without Emergency Food Aid 2,865,786 | 5,245,214 | 2,379,428 83%

Examples:

Democratic Republic of the Congo, with P.L. 480 Emergency Food aid 90,176 80,200 -9,976 -11%
Democratic Republic of the Congo, without P.L. 480 Emergency Food Aid 50278 80,200 29,922 60%
Liberia, with P.L. 480 Emergency Food Aid 105,997 115,575 -5,060 -5%
Liberia, without P.L. 480 Emergency Food Aid 92026 115,575 23,549 26%
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Resources to Help Advance Transformational Diplomacy

Request by Objective and Area for Africa
(in $thousands)

FY 2006 FY 2008

Actual Request
TOTAL 3,570,259 5,490,214
1 Peace & Security 225,489 227,247
1.1 Counter-Terrorism 19,700 217,738
1.2 Combating Weapons of Mass Destruction (WMD) 100
1.3 Stabilization Operations and Security Sector Reform 167,969 150,759
1.4 Counter-Narcotics 495 1,400
1.5 Transnational Crime 2,585 2,400
1.6 Conflict Mitigation and Reconciliation 34,640 44,950
2 Governing Justly & Demacratically 160,830 220,277
2.1 Rule of Law and Human Rights 24,246 26,538
2.2 Good Governance 70,522 76,439
2.3 Political Competition and Consensus-Building 31,618 69,073
2.4 Civil Society 34,444 48,227
3 Investing in People 1,971,256 4,147,283
3.1 Health 1,711,499 3,963,565
3.2 Education 210,906 157,051
3.3 Social and Economic Services and Protection for Vulnerable Populations 48,851 26,667
4 Economic Growth 587,597 519,137
4.1 Macroeconomic Foundation for Growth 4,817 700
4.2 Trade and Investment 29,726 29,627
4.3 Financial Sector 9,504 7,511
4.4 Infrastructure 77,748 107,861
4.5 Agriculture 353,766 261,968
4.6 Private Sector Competitiveness 30,001 39,221
4.7 Economic Opportunity 13,384 16,471
4.8 Environment 68,651 55,778
5 Humanitarian Assistance 625,087 376,270
5.1 Protection, Assistance and Solutions 607,000 374,056
5.2 Disaster Readiness 18,087 2,214

In FY 2008 funds will continue to be used to advance seven Presidential Initiatives-the
President's Emergency Plan for AIDS Relief (PEFAR), Initiative to End Hunger in Africa
(IEHA), the Africa Education Initiative (AEl), the African Global Competitiveness Initiative
(AGCI), the Congo Basin Forest Partnership (CBFP), the President's Malaria Initiative (PMI),
and the Women's Justice and Empowerment Initiative (WJEI). While continuing to address key
development challenges across sub-Saharan Africa, resources will be concentrated in seven
countries critical to the continent's stability, including Democratic Republic of the Congo,
Ethiopia, Kenya, Liberia, Nigeria, South Africa, and Sudan.
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Peace and Security ($227.2 million): In order to assist African nations in preventing state
failure and violent conflict, resources will focus on promoting effective and legitimate democratic
government institutions in Rebuilding and Developing states. Efforts to strengthen regional
security capacity as a means to address regional and transnational threats will involve a sustained
focus on early warning systems, post-conflict reconstruction, and developing the capacity of the
Africa Standby Force. To eliminate terrorist threats throughout the continent, but especially in
ungoverned spaces, resources will be invested in African counterterrorism cooperation and
capacity. This includes support for the Trans-Sahara Counterterrorism Partnership, a robust and
multifaceted program to deny terrorists safe-havens, operational bases, and recruitment
opportunities. Resources will also finance African regional institutions, such as the African
Union (AU) and other regional and sub-regional partners, to address conflict mitigation and
response issues combining regional, cross-border, and bilateral approaches use the State
Department's Global Peace Operation Initiative (GPOI) and Africa Contingency Operations
Training and Assistance (ACOTA) programming resources. This includes efforts to address the
protection needs of civilians caught in conflict.

Governing Justly and Democratically ($220.3 million): To enhance stability and increase the
capacity of governments to govern justly, the United States will provide support to African
nations to strengthen democratic institutions, professionalize security forces, and promote key
reforms. Resources will also provide assistance and build African states' resolve to fight
corruption and work closely with civil society organizations as emerging constituencies for
reform, helping African citizens to hold their governments accountable. Resources will also be
used to improve the administration of justice for victims of domestic violence as part of WIJEI,
which seeks to help the governments of Benin, Kenya, South Africa, and Zambia improve their
ability to investigate, prosecute, and adjudicate gender-based violence and provide support to
victims.

Investing in People ($4.1 billion): Africa is the primary focus of the President's Emergency
Plan for AIDS Relief, which will continue to provide significant funding to African countries
experiencing the most serious effects of the HIV/AIDS pandemic. Through the President's
Malaria Initiative, malaria prevention and treatment will be expanded with the goal of reducing
mortality by 50% in target countries. Through the Africa Education Initiative, effort will aim to
increase access to quality education by supporting training of new teachers and providing
textbooks and scholarships for children. Funds will also support water and sanitation
development and conservation programs such as the Congo Basin Forest Partnership.

Economic Growth ($519.1 million): Africa's economic growth and fiscal balance indicators
demonstrate a gap between its present stage of development and that of the average for the
Developing countries category. Efforts to address this focus on stimulating private sector
development, increasing African trade competitiveness, and integrating African nations in the
global economy. Building on the success of the African Growth and Opportunity Act (AGOA),
diplomatic and development resources will help facilitate increased cross-border, regional, and
international trade. Efforts to break the cycle of recurrent food crises through agricultural and
economic growth interventions will be made in partnerships with other donors and regional
African organizations.

Humanitarian Assistance ($376.3 million): U.S. Government programs will both prevent and
respond to humanitarian crises across the continent. While activities vary across regions, the U.S.
seeks to raise awareness and support for improved African disaster preparedness, mitigation, and
response capacity.
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Five countries have signed MCA Compacts in Africa: Cape Verde ($110 million), Madagascar
($109.8 million), Benin ($307.3 million), Ghana ($547.9 million) and Mali ($460.8 million).
Other 2007 Compact-eligible countries in Africa include Burkina Faso, Lesotho, Mozambigue,
Namibia, Senegal and Tanzania. At present, Burkina Faso ($12.9 million), Malawi ($20.9
million), Zambia ($22.74 million) and Tanzania ($11.15 million) have signed USAID-managed
MCA Threshold Country Plans. (The Threshold Program is designed to assist a limited number
of countries that have not yet qualified for MCA Compact assistance but have demonstrated a
significant commitment to meeting the eligibility criteria.) Other 2007 Threshold-eligible
countries in Africa include Kenya, Sao Tome and Principe, Uganda, Niger and Rwanda. The
Millennium Challenge Corporation's Board of Directors in June 2006 suspended The Gambia's
eligibility for MCA assistance citing a pattern of actions inconsistent with the MCC's selection
criteria.

USAID is charged with overseeing the implementation of Threshold Country Plans, including
working with countries to identify appropriate implementing partners such as local, United States,
and international firms; non-governmental organizations (NGOs); U.S. government agencies; and
international organizations.

Of the 15 PEPFAR focus countries, 12 are located in sub-Saharan Africa. The U.S. provides
global technical leadership on the full range of issues related to HIVV/AIDS prevention, care, and
treatment; manage numerous research and field support programs; and monitor the impact of
these programs. The U.S. works with governments, nongovernmental organizations, and the
private sector to provide training, technical assistance, and supplies-including pharmaceuticals-to
prevent and reduce the transmission of HIV/AIDS and provide care and treatment to people living
with the disease.

The United States is uniquely positioned to support multi-sectoral responses to HIV/AIDS that
address its widespread impact outside of the health sector in high-prevalence countries. In these
countries, the United States supports programs in areas such as agriculture, education, democracy,
and trade that link to HIVV/AIDS and mutually support the objective of reducing the impact of the
pandemic on African nations, communities, families, and individuals.

169



This page intentionally left blank.

170



ANGOLA
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Angola is at a pivotal juncture in its development and reconstruction, emerging from 27 years of
civil war. The civil war, which ended in 2002, devastated the physical infrastructure, stunted
human capital development, and discouraged the emergence of governance systems conducive to
transparency and accountability. Abundant energy and diamond wealth have yet to translate to
better lives for Angola's people; the country's health and social indicators are among the worst in
the world. Since the end of the war, the country has embarked on the arduous process of renewal
through resettling internally displaced persons and refugees, rebuilding damaged infrastructure
and reunifying the country. Other major challenges include instituting responsible governance
and effective service delivery, reducing corruption, and diversifying the economy in order to
narrow large disparities in wealth.

A stable, democratic and economically progressive Angola would have a positive impact on the
region and continent, and would contribute to the international fight against drug trafficking and
organized crime. Furthermore, Angola has the military strength to play a positive role in
peacekeeping operations. Recently, the Government of Angola (GOA) has made significant
overtures indicating its willingness to reform its public sector in return for a larger share in global
trade. Support for these reforms would lead to progress in achieving transformational diplomacy.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Peace & Security 6,606 * 6,800
Governing Justly & Democratically 5,961 * 10,172
Investing in People 14,634 * 15,400
Economic Growth 1,449 * 2,463
Humanitarian Assistance 3,521 * 115
Total 32,171 * 34,950

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Child Survival and Health 13,634 * 15,400
Development Assistance 5,468 * 12,750
Economic Support Fund 2,970 * 0
International Military Education & Training 486 * 500
Nonproliferation, Antiterrorism & Demining 6,120 * 6,300
Public Law 480 (Food Aid) 3,493** * 0
Total 32,171 * 34,950

**EY 2006 includes $3.493 million of P.L. 480 Title Il emergency food aid. Emergency food aid has not

been allocated to countries in FY 2008

Peace and Security ($6.8 million): U.S. assistance to Angola supports humanitarian landmine
clearance programs that are critical to opening vast areas of roads and countryside. This, in turn,
facilitates the free movement of people and commerce, provides access to social services, and
promotes development. The United States also supports the GOA's efforts to develop its own



capacity to conduct humanitarian landmine clearance. Furthermore, U.S. assistance bolsters
improved professionalism in the Angolan Armed Forces through International Military Education
and Training and Medflag medical training and humanitarian assistance exercises. With
additional assistance, Angola has the potential to become a leader in providing stability for the
entire region.

Governing Justly and Democratically ($10.2 million): Building government capacity for
transparent, accountable, and participatory governance is the greatest area of developmental
concern in Angola under this objective. U.S. assistance focuses on: 1) promoting local
government and decentralization; 2) improving civic participation; 3) advancing the public sector
executive function; 4) supporting increased transparency and accountable fiscal programming; 5)
strengthening civil society; 6) improving the quality of dialogue between government and civil
society while enhancing service delivery; 7) laying the groundwork for expected elections in
2008 and 2009; 8) strengthening political processes; 9) promoting norms and understanding of
political parties; and 10) bolstering the justice system. The program has successfully increased
public-private sector dialogue on critical socioeconomic issues such as oil revenue management,
HIV/AIDS, land reform, and the electoral process.

Investing in People ($15.4 million): Poor health care and low life expectancy are areas of deep
concern in Angola's social development. U.S. assistance reinforces Angolan efforts to combat the
spread of HIV/AIDS, with an emphasis on prevention and behavioral change, improving family
planning and reproductive health care, reducing tuberculosis, eradicating polio, and fighting
malaria through the President's Malaria Initiative (PMI).

Linkage with the President's Malaria Initiative: In FY 2008, Angola will expand efforts to scale
up proven preventive and treatment interventions toward achievement of 85% coverage among
vulnerable groups to support the PMI goal of reducing malaria-related morbidity by 50 percent.
These proven interventions include artemisinin-based combination therapies for the treatment of
malaria; a combination of insecticide-treated mosquito nets and indoor residual spraying to
prevent malaria; and intermittent preventive treatment to address the impact of malaria in
pregnancy.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Angola will receive significant
support for bilateral HIV/AIDS programs in FY 2008, with programmatic emphasis on a range of
interventions related to care, treatment, and prevention. Angola will also receive PEPFAR
resources for HIV/AIDS outside of the Foreign Operations appropriations.

Economic Growth ($2.5 million): While Angola's overall economic growth is strong, the
economy suffers from an inability to generate broad-based prosperity. U.S. assistance increases
agricultural sector productivity, strengthens financial services, improves the financial sector's
ability to foster growth, promotes inclusive economic law and property rights, and expands trade
and investment capacity. U.S. assistance also supports a workforce development program geared
toward building the entrepreneurial skills of youth.

Humanitarian Assistance ($0.1 million): A modest level of U.S. assistance provides an
invaluable input for strengthening Angola's capacity to respond to and mitigate food crises.
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Request by Element

($ in Thousands)

2006
Actual

2007
Estimate

2008
Request

32,171 * 34,950

Peace & Security 6,606 * 6,800
Stabilization Operations and Security Sector Reform 6,606 * 6,800
Destruction and Security of Conventional Weapons 0 * 500
Explosive Remnants of War (ERW) 6,120 * 5,800
Defense, Military, and Border Restructuring, Reform and Operations 486 * 500
Governing Justly & Democratically 5,961 * 10,172
Rule of Law and Human Rights 280 * 530
Justice System 250 * 200
Human Rights 0 * 300
Program Support (Rule of Law) 30 * 30
Good Governance 2,465 * 6,200
Public Sector Executive Function 600 * 1,200
Local Government and Decentralization 1,556 * 4,500
Program Support (Governance) 309 * 500
Political Competition and Consensus-Building 2,050 * 1,600
Elections and Political Processes 1,200 * 1,000
Political Parties 650 * 500
Program Support (Political Competition) 200 * 100
Civil Society 1,166 * 1,842
Civic Participation 1,006 * 1,650
Program Support (Civil Society) 160 * 192
Investing in People 14,634 * 15,400
Health 13,134 * 15,400
HIV/AIDS 2,768 * 4,400
Tuberculosis 395 * 400
Malaria 7,500 * 7,500
Maternal and Child Health 494 * 1,100
Family Planning and Reproductive Health 1,977 * 2,000
Social and Economic Services and Protection for VVulnerable Populations 1,500 * 0
Social Services 1,500 * 0
Economic Growth 1,449 * 2,463
Trade and Investment 0 * 225
Trade and Investment Capacity 0 * 215
Program Support (Trade) 0 * 10
Financial Sector 530 * 850
Financial Sector Enabling Environment 500 * 500
Financial Services 0 * 300
Program Support (Financial Sector) 30 * 50
Agriculture 170 * 960
Agricultural Sector Productivity 150 * 900
Program Support (Agriculture) 20 * 60
Private Sector Competitiveness 474 * 106
Workforce Development 424 * 100
Program Support (Private Sector) 50 * 6
Economic Opportunity 275 * 322
Inclusive Economic Law and Property Rights 250 * 300
Program Support (Econ Opportunity) 25 * 22
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(% in Thousands) 2006 2007 2008
Actual Estimate = Request

Humanitarian Assistance 3,521 * 115
Protection, Assistance and Solutions 3,521 * 0
Crisis Assistance and Recovery 3,493 * 0
Program Support (Protection) 28 * 0
Disaster Readiness 0 * 115
Capacity Building, Preparedness, and Planning 0 * 100
Program Support (Disaster Readiness) 0 * 15

Statement of Changes
Funding for Angola has increased from FY 2006 levels. The Governing Justly and
Democratically objective nearly doubled from FY 2006 levels, reflecting the strategic importance
of improved governmental institutions to move Angola along the development trajectory. The
increase in the Investing in People objective is a result of increased funding for PMI. Funding for
the Economic Growth Objective has increased modestly, reflecting the growing success the
United States has had in working with financial sector institutions and influencing the financial
sector enabling environment. Finally, the Humanitarian Assistance objective has been reduced to
a level that reflects improved food production capability and enhanced distribution systems.
Food aid resources (P.L. 480 Title 1) have now been zeroed out due to the end of the war,
displaced populations returning home, and improved access to land and markets for farmers.
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BENIN
Transforming

Obstacles and Opportunities for Advancing Transformational Diplomacy
Benin is a stable democratic country with significant potential to prosper. The U.S. collaboration
with Benin in the area of defense and military restructuring reform and operations is important
not only for Benin's domestic security, but also in sustaining Benin's ability to effectively
participate in regional peace and security activities. Independent indicators show that Benin
performs very well on several measures of good governance and democracy. However, a weak
record of promoting transparency and combating corruption continues to hinder good governance.
The election of an outsider, Boni Yayi, on a strong reform platform to the presidency in March
2006 is an indication that these weaknesses will be overcome. Low levels of health and
education, by contrast, are the most dramatic constraints to Benin's development and prospects
for economic growth.

Resources to Help Advance Transformational Diplomacy

Request by Objective

2006 Actual | 2007 Estimate

($ in thousands)

2008 Request

Peace & Security 145 * 150
Investing in People 13,575 * 10,824
Total 13,720 * 10,974

Request by Account

($ in thousands)

| 2006 Actual | 2007 Estimate 2008 Request |

Child Survival and Health 7,606 * 8,100
Development Assistance 4,378 * 2,724
International Military Education & Training 145 * 150
Public Law 480 (Food Aid) 1,591 * 0
Total 13,720 * 10,974
Peace Corps 3011 * 3040

Peace and Security ($0.2 million): U.S. resources will support the development of a
professional, non-political, and well-trained military force that will: contribute to Benin's
stability; support border security; and enhance regional peacekeeping capacity through IMET
training activities. Benin has taken a leadership role in maritime security for the Gulf of Guinea
and IMET will support efforts to ensure regional stability by enhancing the military's capability to

maintain control of its waters and coastline.

Investing in People ($10.8 million): U.S. resources will focus solely on addressing substantial
challenges in health and education. Although Benin is a middle-ranked country for HIV
prevalence, there is potential for the epidemic to spread. Therefore, U.S. assistance will focus on
containing and reducing the spread of HIV/AIDS. High maternal, infant and under-five mortality
rates will also be addressed. This includes prevention and treatment of malaria, a pervasive
threat, along with improving family planning and reproductive heath practices.

Linkage with the President's Malaria Initiative (PMI): Benin will be a new PMI country in FY
2008 and support the PMI goal of reducing malaria-related morbidity by 50% in the 15
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participating African countries. Benin will achieve this goal over three years by reaching 85%
coverage of vulnerable groups with proven preventive and therapeutic interventions. These
include artemisinin-based combination therapies for the treatment of malaria; a combination of
insecticide-treated mosquito nets and indoor residual spraying to prevent malaria; and intermittent
preventive treatment to address the impact of malaria in pregnancy.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Benin will receive significant
support for bilateral HIV/AIDS programs in FY 2008, with programmatic emphasis on a range of
interventions related to care, treatment, and prevention.

In Benin, low adult literacy of less than 35% is attributed in large part to a primary education
completion rate of less than 49%. Assistance will target basic education. U.S. assistance will
target basic education and will help increase basic literacy and numeracy needed for a modern
economy. A strong focus will be on reducing the substantial gender gap in primary school
enrollment and completion as well as improving management within the basic education system.
Concentration on health and education will support successful implementation of the Millennium
Challenge Compact (MCC) in Benin.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
13,720 * 10,974
Peace & Security 145 * 150
Stabilization Operations and Security Sector Reform 145 * 150
Defense, Military, and Border Restructuring, Reform and Operations 145 * 150
Investing in People 13,575 * 10,824
Health 7,606 * 8,100
HIV/AIDS 1,977 * 2,000
Malaria 1,774 * 2,500
Maternal and Child Health 1,680 * 2,050
Family Planning and Reproductive Health 2,175 * 1,550
Education 5,969 * 2,724
Basic Education 5,569 * 2,724
Higher Education 400 * 0

Linkages with the Millennium Challenge Corporation (MCC)
Millennium Challenge Account resources support economic growth which is key to Benin's long-
term goals for development and poverty reduction. Benin signed a five-year, $307.3 million
compact with the MCC on February 22, 2006. This compact is designed to address the entire
chain of development by removing constraints to economic growth and supporting improvements
in physical and institutional infrastructures. Projects will target judicial reform, financial services,
port infrastructure and land tenure. The expected result of the MCC compact is to lift 250,000
citizens out of poverty by 2015.
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Statement of Changes
Compared to FY 2006, CSH funding increased and DA and P.L. 480 funding decreased reflecting
the priority interventions necessary to move Benin along the development trajectory. Health and
education continue to be priorities for supporting Benin's development and economic growth.
Accordingly, the CSH account has increased by almost $0.5 million between FY 2006 and FY
2008. This increase will support HIV/AIDS, malaria, and maternal and child health programs.
The DA account has decreased by over $1.6 million, with a tightening programmatic and
geographic focus for the education program.
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BOTSWANA
Sustaining Partnership

Obstacles and Opportunities for Advancing Transformational Diplomacy
A member of the Southern African Development Community and an exemplary market-oriented
democracy, Botswana advances regional stability. U.S. assistance in Botswana focuses on the
fight against HIVV/AIDS and the continuation of excellent bilateral relations. The HIV/AIDS
pandemic presents a severe challenge to Botswana, threatening to undo many of its social and
economic gains. HIV/AIDS decimates Botswana's young, productive classes, with a 24.1 percent
prevalence rate among adults 15-49 years of age, and 33.4 percent among pregnant women.

Botswana is relatively prosperous in comparison to many of its neighbors because it has used its
natural resources to develop the country. Promoting and sustaining economic development and
natural resource management through USAID/Southern Africa regional programs is critical to
helping Botswana alleviate poverty and reduce income inequality, as at least 30 percent of the
population lives below the poverty line. Continued droughts threaten both groundwater and river
basin water levels, which in turn affect the availability of water for tourism, human consumption,
agriculture, and industry.

Resources to Help Advance Transformational Diplomacy

Request by Objective
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 760 * 690
Investing in People 41,000 * 79,000
Total 41,760 * 79,690
Request by Account
(% in thousands) 2006 Actual | 2007 Estimate | 2008 Request
Global HIV/AIDS Initiative 41,000 * 79,000
International Military Education & Training 760 * 690
Total 41,760 * 79,690
Peace Corps 1471 * 1676

Peace and Security ($0.7 million): Botswana has one of Africa's most professional and
responsible military establishments and offers a model for civilian-military relations for the rest
of the continent. Botswana has provided a venue for regional military exchanges that have
promoted a spirit of regional cooperation. The United States seeks to expand connections with
Botswana's military leaders through the International Military Education and Training (IMET)
program and supports their interest in strengthening both domestic and regional civil-military and
military-to-military relations, while improving their capacity to participate meaningfully in
peacekeeping operations. Funding will be used to send Botswana Defense Force officers and
NCOs to courses such as Command and General Staff College and the Sergeant Major's
Academy, as well as specific topic courses. These courses reinforce democratic principles by
teaching the role of the military in democracy, the centrality of human rights, and the primacy of
law.
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Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request
41,760 * 79,690
Peace & Security 760 * 690
Stabilization Operations and Security Sector Reform 760 * 690
Defense, Military, and Border Restructuring, Reform and Operations 760 * 690
Investing in People 41,000 * 79,000
Health 41,000 * 79,000
HIV/AIDS 41,000 * 79,000

Linkages with The President's Plan for AIDS Relief (PEPFAR)
Botswana is a PEPFAR focus country, receiving $79 million of GHAI and $7.6 million of HHS
Global AIDS Program funding in FY 2008 to combat HIVV/AIDS. These funds will be used,
under the leadership of the host country government, to scale up integrated prevention, care and
treatment programs throughout the country. PEPFAR support is invested in partnerships to help
the nation build its capacity for a sustainable response.

Statement of Changes
No major shifts in the Botswana program are envisioned. Changes will be limited to operational
changes required to accommodate the modest 10 % reduction in program funding while
maintaining program effectiveness.
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BURKINA FASO
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
The major obstacles impeding Burkina Faso's development include weak democratic institutions,
fragile food security, corruption, debilitating diseases, and a history of destabilizing involvement
beyond its borders. Burkina Faso is also a country that is still making the transition from an
authoritarian government to a multiparty democracy and, therefore, its democratic institutions are
weak and in need of development. Despite significant economic reforms, Burkina Faso remains
one of the poorest countries in the world, and still suffers from annual food security challenges.
It has few natural resources and a weak industrial base. Instability in neighboring countries also
negatively affects the Burkinabe economy. Therefore, Burkina Faso's contribution of troops for
the Economic Community of West African States and African Union peacekeeping operations
and its support of peace efforts in Sudan, the Democratic Republic of Congo, Burundi, Cote
d'Ivoire, and Liberia are positive developments. Likewise, the fact that it has ratified all United
Nations Security Council resolutions as well as terrorist finance and anti-money laundering laws
are also positive.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 123 * 200
Investing in People 13,316 * 7,468
Economic Growth 4,393 * 2,532
Total 17,832 * 10,200
Request by Account
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
International Military Education & Training 123 * 100
International Narcotics Control and Law Enforcement 0 * 100
Public Law 480 (Food Aid) 17,709 * 10,000
Total 17,832 * 10,200
Peace Corps 2779 * 3114

Peace and Security ($0.2 million): Burkina Faso's role in the world community is evolving into
one that is responsible and peaceful. U.S. funds are used to address law enforcement
restructuring and reform and anti-trafficking in persons activities. Funds will also provide
opportunities for enhancing the professionalism of the armed forces including developing English
language capability and emphasizing the importance of such principles as civilian control of the
military, respect for human rights, defense resources management, and military justice. Burkina
Faso participates in humanitarian and peacekeeping operations on the continent and is the newest
member of the Africa Contingency Operations Training and Assistance (ACOTA) program,
which enhances the armed forces capacity to conduct effective peacekeeping throughout Africa.

Investing in People ($7.47 million): As one of the poorest countries in the world, Burkina Faso

confronts serious health and education problems and funding will focus on these areas. Funding
for basic education will be focused on access to food through school feeding programs. Health
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funding will support HIV/AIDS, maternal and child health, and water supply and sanitation
programs.

Linkages with The President's Plan for AIDS Relief (PEPFAR)
In FY 2008, Burkina Faso will receive $0.45 million in support for bilateral HIVV/AIDS programs
from USAID accounts as another bilateral PEPFAR country, with programmatic emphasis on the
range of interventions related to care, treatment, and prevention.

Economic Growth ($2.532 million): Burkina Faso suffers from chronic nutritional problems,
and has a high level of population growth. Because the economy is largely an agriculture based
economy, funding to support agricultural sector productivity will address both economic growth
and food security. U.S. assistance focuses on agricultural sector productivity through reducing
food insecurity by facilitating farmer access to inputs and training needed to increase productivity
and protecting and building the community and household level assets to diversify income
earning opportunities.

Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request

17,832 * 10,200

Peace & Security 123 * 200
Stabilization Operations and Security Sector Reform 123 * 100
Law Enforcement Restructuring, Reform and Operations 123 * 100
Transnational Crime 0 * 100
Trafficking-in-Persons and Migrant Smuggling 0 * 100
Investing in People 13,316 * 7,468
Health 802 * 450
HIV/AIDS 80 * 45
Maternal and Child Health 321 * 180
Water Supply and Sanitation 401 * 225
Education 10,410 * 5,838
Basic Education 10,410 * 5,838
Social and Economic Services and Protection for Vulnerable Populations 2,104 * 1,180
Social Assistance 2,104 * 1,180
Economic Growth 4,393 * 2,532
Agriculture 2,293 * 1,286
Agricultural Sector Productivity 2,293 * 1,286
Economic Opportunity 2,100 * 1,246
Strengthen Microenterprise Productivity 2,100 * 1,246

Linkages with the Millennium Challenge Corporation (MCC)
The Millennium Challenge Corporation (MCC) has awarded Burkina Faso almost $13 million
under its Threshold Program to address the low percentage of girls' completing primary school.
Burkina Faso is eligible for and actively taking steps to take become a Compact country.

Statement of Changes
Funding for Burkina Faso has decreased from FY 2006 levels in IMET and P.L. 480, while
INCLE has increased. In Peace and Security, law enforcement restructuring and reform
decreased slightly, while anti-trafficking increased by $0.1 million. P.L. 480 has decreased by
$7.709 million, which has reduced health and economic growth programs, as well as education
programs funded with these resources.
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BURUNDI
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
The Government of Burundi (GOB) has the opportunity to rebuild the physical and institutional
infrastructure necessary to entrench democracy and stability, advance reconstruction, stimulate
economic development, and improve health. Burundi is an emerging post-conflict democracy
whose success is critical to restoring peace and stability in the Great Lakes region. In 2005,
Burundi completed its political transition becoming the first sub-Saharan African country since
South Africa to move from minority rule to a democratic majority rule via negotiations and
elections. President Nkurunziza's inauguration in August 2005 represented a milestone in
Burundi's transition to peace following increased ethnic violence between Hutu and Tutsi ethnic
groups after the 1993 assassination of Burundi's first democratically elected president. With the
lifting of Section 508 sanctions on Burundi on October 18, 2005, the United States is now able to
resume direct assistance to the GOB. The resumption of U.S. assistance is key to helping the
GOB rebuild its economy and political and social infrastructure. Burundi's government
recognizes that sustainable economic growth is critical to maintaining public confidence in a
democratic system.

Resources to Help Advance Transformational Diplomacy

Request by Objective
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 640 * 2,550
Governing Justly & Democratically 4,004 * 5,700
Investing in People 3,057 * 6,000
Economic Growth 3,118 * 14,300
Humanitarian Assistance 14,669 * 0
Total 25,488 * 28,550
Request by Account
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Child Survival and Health 2,570 * 6,000
Development Assistance 2,917 * 17,000
Economic Support Fund 3,811 * 0
International Military Education & Training 140 * 200
Nonproliferation, Antiterrorism & Demining 0 * 350
Public Law 480 (Food Aid) 14,669** * 5,000
Transition Initiatives 1,381 * 0
Total 25,488 * 28,550

**EY 2006 includes $14.669 million of P.L. 480 Title Il emergency food aid. Emergency food aid has not
been allocated to countries in FY 2008

Peace and Security ($2.6 million): The GOB is engaging in a major disarmament program for
civilians and ex-combatants. In support of these efforts, U.S. funding will focus on disarmament,
demobilization, and reintegration. The U.S. will offer further support through stabilization
operations and security sector reform. Additional programs will focus on conflict mitigation and
response. Eliminating explosive remnants of war and programs aimed at defense, military, and
border security restructuring, reform, and operations will contribute to overall peace and security.
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Governing Justly and Democratically ($5.7 million): To help Burundi rebuild democratic
institutions, the United States will support good governance by strengthening the public sector
executive function and legislative institutions, helping the GOB eradicate corruption, and
promoting the rule of law. In addition, programs will provide technical training and human rights
awareness workshops to the Burundian military, police, and judiciary, emphasizing the
importance of respect for the rule of law and the authority of a democratically elected
government. U.S. assistance programs will continue to help Burundi build an inclusive
democracy by strengthening civil society and supporting independent media by providing training
to increase the capacity of Burundian journalists and the organizational and financial
sustainability of Burundian media and civil society organizations.

Investing in People ($6.0 million): Burundi's HIVV/AIDS prevalence rates are among the highest
in the region and years of conflict have destroyed the health infrastructure. The United States
will work with the Burundian government and local and international non-governmental
organizations to improve the quality of clinical services in the country, and to strengthen local
networks for the prevention of HIV/AIDS as well as for care and support of people living with
HIV/AIDS. U.S. assistance will also focus on improving access to and demand for maternal and
child health services in order to reduce the prevalence of mortality in children under five.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Burundi will receive significant
support for bilateral HIV/AIDS programs in FY 2008, with programmatic emphasis on a range of
interventions related to care, treatment, and prevention.

Economic Growth ($14.3 million): Burundi's foreign direct investment and economic growth
indicators are below the average for similar countries. U.S. funds will focus on Burundi's
agricultural, business and trade capacity and enabling environments. An estimated 90% of the
population remains dependent on subsistence agriculture; therefore, programs will focus funding
on the agricultural enabling environment, agricultural sector productivity, and infrastructure
improvements. Additional activities will work to expand the number of off-farm economic
opportunities available to Burundians by improving the productivity of Burundi's private sector as
well as strengthening the financial and regulatory environment for Burundian entrepreneurs.

Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request

25,488 * 28,550

Peace & Security 640 * 2,550
Stabilization Operations and Security Sector Reform 140 * 2,050
Disarmament, Demobilization & Reintegration (DDR) 0 * 1,500
Explosive Remnants of War (ERW) 0 * 350
Defense, Military, and Border Restructuring, Reform and Operations 140 * 200
Conflict Mitigation and Reconciliation 500 * 500
Conflict Mitigation 500 * 500
Governing Justly & Democratically 4,004 * 5,700
Rule of Law and Human Rights 260 * 500
Constitutions, Laws, and Legal Systems 100 * 0
Justice System 150 * 0
Human Rights 0 * 500
Program Support (Rule of Law) 10 * 0
Good Governance 2,404 * 3,200
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(% in Thousands) 2006 2007 2008

Actual Estimate = Request

Legislative Function and Processes 0 * 1,000
Public Sector Executive Function 963 * 1,200
Local Government and Decentralization 349 * 0
Anti-Corruption Reforms 459 * 1,000
Program Support (Governance) 633 * 0
Political Competition and Consensus-Building 300 * 0
Consensus-Building Processes 286 * 0
Program Support (Political Competition) 14 * 0
Civil Society 1,040 * 2,000
Civic Participation 150 * 1,000
Media Freedom and Freedom of Information 626 * 1,000
Program Support (Civil Society) 264 * 0
Investing in People 3,057 * 6,000
Health 3,057 * 6,000
HIV/AIDS 1,977 * 2,500
Maternal and Child Health 1,080 * 3,500
Economic Growth 3,118 * 14,300
Trade and Investment 0 * 1,400
Trade and Investment Capacity 0 * 1,400
Financial Sector 0 * 900
Financial Services 0 * 900
Infrastructure 0 * 750
Modern Energy Services 0 * 750
Agriculture 1,237 * 8,400
Agricultural Enabling Environment 0 * 900
Agricultural Sector Productivity 1,114 * 7,500
Program Support (Agriculture) 123 * 0
Private Sector Competitiveness 1,881 * 2,850
Business Enabling Environment 0 * 1,425
Private Sector Productivity 0 * 1,425
Workforce Development 1,861 * 0
Program Support (Private Sector) 20 * 0
Humanitarian Assistance 14,669 * 0
Protection, Assistance and Solutions 14,669 * 0
Crisis Assistance and Recovery 14,669 * 0

Statement of Changes
Funding for Burundi has increased from FY 2006 levels. The significant shift away from
emergency and humanitarian activities under the P.L. 480 and Transition Initiatives accounts
toward the DA and CSH accounts reflects renewed focus on sustainable development activities as
Burundi builds democratic institutions in a post-conflict environment. In addition to programs
focusing on democracy and governance and health, the DA account includes a large increase in
activities that will foster economic growth.
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CAMEROON
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Cameroon is one of the most stable countries on the African continent and an unwavering
supporter of U.S. foreign policy objectives. The Chad-Cameroon pipeline, launched by a United
States-led consortium in 2000 and operating smoothly since late 2003, is the largest commercial
undertaking in sub-Saharan Africa. As a result of the pipeline, the United States has become one
of the leading foreign investors in Cameroon. At the same time, Cameroon struggles with high
levels of corruption in all areas of society. Market-oriented policies, stronger efforts to combat
corruption, and improved infrastructure are all needed to better integrate Cameroon into the
global economy and to attract further investments. President Biya, who has been in power since
1982, retains the power to control legislation or rule by decree, as well as to appoint or dismiss
judges and local representatives. The ruling party's long tenure has complicated efforts by
opposition parties to develop.

U.S. foreign policy objectives in Cameroon include helping the government bolster its ability to
govern justly and democratically, ensuring peace and stability, investing in people, and fostering
economic growth. Progress on these transformational goals will require both significantly higher
levels of program funding than made available in recent years and a commitment by the
government to reform. Cameroon is keenly interested in the Millennium Challenge Account
(MCA) and is working to become eligible for MCA funding. Until Cameroon takes action on the
obstacles facing its transformational development, the opportunities for effective U.S. assistance
programming are limited.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 231 * 295
Investing in People 0 * 1,000
Total 231 * 1,295
Request by Account
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Child Survival and Health 0 * 1,000
International Military Education & Training 231 * 295
Total 231 * 1,295
Peace Corps 2994 * 3408

Peace and Security ($0.3 million): Funding under this objective focuses on the Stabilization
Operations and Security Sector Reform Program Area to improve its security forces through the
International Military Education and Training (IMET) Program. U.S. assistance will provide
training in resource management, civilian-military relations, and English language proficiency.
Cameroon's strategic location and relative stability make it a good candidate for the development
of peacekeeping forces and the Government of Cameroon has indicated that it would like to
expand such capabilities. U.S. support to Cameroon's military promotes positive relationships
and ensures more ready access to Cameroonian air and port facilities.
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Investing in People ($1.0 million): Linkages with the President's Plan for AIDS Relief
(PEPFAR): Cameroon will receive significant support for bilateral HIV/AIDS programs in FY
2008, with programmatic emphasis on a range of interventions related to care, treatment, and
prevention.

Request by Element
(% in Thousands) 2006 2007 2008
Actual | Estimate = Request |
231 * 1,295
Peace & Security 231 * 295
Stabilization Operations and Security Sector Reform 231 * 295
Defense, Military, and Border Restructuring, Reform and Operations 231 * 295
Investing in People 0 * 1,000
Health 0 * 1,000
HIV/AIDS 0 * 1,000
Statement of Changes

Funding for Cameroon has increased from FY 2006 levels, primarily because of the request for
more resources to reduce the prevalence and impact of HIV/AIDS.
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CAPE VERDE
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Cape Verde is one of the most democratic countries in Africa, despite problems with the
legislative and presidential elections held in January and February 2006. It is also a transit point
for illegal drugs from South America en route to Europe and mainland Africa. Money laundering
is a key problem tied to the flow of illegal drugs. Cape Verde is one of Africa's success stories,
with relatively high literacy rates, per capita incomes and health indicators. It was one of the first
Millennium Corporation Account (MCA) eligible countries in Africa, and MCA funding is being
disbursed, complementing U.S. bilateral assistance programs.

Resources to Help Advance Transformational Diplomacy
Request by Objective

2006 Actual

($ in thousands)

2007 Estimate 2008 Request

Peace & Security 124 * 600
Investing in People 1,000 * 0
Economic Growth 4,195 * 0
Total 5,319 * 600

Request by Account

($ in thousands) 2006 Actual 2007 Estimate | 2008 Request

International Military Education & Training 124 * 100
International Narcotics Control and Law Enforcement 0 * 500
Public Law 480 (Food Aid) 5,195 * 0
Total 5,319 * 600
Peace Corps 1692 * 1818

Peace and Security ($0.6 million): U.S. assistance will enhance counter-narcotics capabilities to
prevent and interrupt the future movement of the trafficking of narcotics, including development
of a modern laboratory facility to assist police in counter-narcotics investigations. Assistance will
also be used to build military and coast guard capacity to enhance port and coastal security.

Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request

5,319 * 600

Peace & Security 124 * 600
Stabilization Operations and Security Sector Reform 124 * 100
Defense, Military, and Border Restructuring, Reform and Operations 124 * 100
Counter-Narcotics 0 * 500
Interdiction 0 * 500
Investing in People 1,000 * 0
Health 1,000 * 0
Maternal and Child Health 1,000 * 0
Economic Growth 4,195 * 0
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(% in Thousands) 2006 2007 2008
Actual Estimate = Request
Agriculture 4,195 * 0

Agricultural Sector Productivity 4,195 * 0

Linkages with the Millennium Challenge Corporation (MCC)
On July 4, 2005, the Millennium Challenge Corporation (MCC) signed a five-year,
approximately $110 million ($20.7 million for FY 2008) Compact with the Government of Cape
Verde. The Compact will support Cape Verde in achieving its overall national development goal
of transforming its economy from aid-dependency to sustainable, private-sector led growth.
MCC funds will be used to: improve the country's investment climate and reform the financial
sector; improve infrastructure to support increased economic activity and provide access to
markets, employment, and social services; increase agricultural productivity and raise the income
of the rural population; as well as carry out some key policy reforms needed for sustained
economic growth. At the completion of the Compact, the program is expected to increase Cape
Verde's annual income by at least $10 million. While the proposed total funding by MCC will
make MCC one of the largest donors in Cape Verde, this program will involve significant
coordination with other donors e.g., the World Bank and International Finance Corporation
particularly in the infrastructure and private sector development projects. It is further expected
that civil society and other beneficiaries of this program will also have an integral role in the
implementation of the program.

Statement of Changes
INCLE funding increased, while P.L. 480 and IMET funding decreased, reflecting shifts in
strategic priorities. The increase of $0.5 million in INCLE funds and the continued support of
IMET funds will enable the U.S. Government to strengthen coastal security and training for both
the military and the police to increase the capacity to interdict smuggling and other illegal
activities in the country's coastal waters.

188



CENTRAL AFRICAN REPUBLIC
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
In 2005, General Francois Bozize won a presidential election that was considered free and fair by
international observers, however coup-related military and rebel actions have resulted in
disruption of the economy, destruction of property, internal displacement of citizens, an ongoing
humanitarian emergency in the North, and a large outflow of refugees into neighboring Chad.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

| 2006 Actual = 2007 Estimate 2008 Request |

[ Peace & Security 105 * 100
Humanitarian Assistance 565 * 0
Total 670 * 100
Request by Account

($ in thousands) 2006 Actual 2007 Estimate | 2008 Request

International Military Education & Training 105 * 100
Public Law 480 (Food Aid) 565** * 0
Total 670 * 100

**FY 2006 includes $.565 million of P.L. 480 Title 1l emergency food aid. Emergency food aid has not
been allocated to countries in FY 2008

Peace and Security ($0.1 million): The entire FY 2008 request is directed to advancing the
CAR's security via International Military Education and Training (IMET) programs. Specifically,
the request focuses on the Stabilization Operations and Security Sector Reform program area that
will support the CAR's efforts to professionalize its security forces, a necessary precursor to
effective border protection. The endemic culture of impunity among the military and security
forces will be addressed with security sector reform and human rights courses.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
670 * 100
Peace & Security 105 * 100
Stabilization Operations and Security Sector Reform 105 * 100
Defense, Military, and Border Restructuring, Reform and Operations 105 * 100
Humanitarian Assistance 565 * 0
Protection, Assistance and Solutions 565 * 0
Crisis Assistance and Recovery 565 * 0

Statement of Changes
Funding for the CAR has decreased from FY 2006 levels. Among program elements, there has

been a decrease in support for defense, military, and border restructuring, reform and operations,

and support for crisis assistance and recovery.
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CHAD
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Chad is a country plagued by abysmal development ratings, a poor human rights record, and
almost uninterrupted conflict since independence. As the 12th poorest country in the world, Chad
is regularly placed among the most corrupt countries on Transparency International's corruption
perception index and is tied with Somalia on Foreign Policy's failed states index. Further
complicating its prospects for peace and stability, the Darfur crisis has spilled into eastern Chad,
placing enormous pressure on limited natural resources with the arrival of 220,000 refugees and
destabilizing the region with frequent incursions by Arab militia and Chadian rebels from Sudan.
This situation engages U.S. interests in immediate and fundamental ways, particularly regarding
the imperative of ending the humanitarian crisis and bringing stability to the region. U.S. foreign
policy priorities in Chad include: ensuring Chad's stability; assisting Chad's democratic evolution
and respect for fundamental human rights; achieving a sustainable solution to the refugee crisis in
eastern Chad; strengthening Chad's capacity to deal with terrorist threats and professionalizing
the military; encouraging responsible management of oil revenues; improving stewardship of
Chad's land, water and forest resources; and supporting health and social programs. To address
these policy issues, the United States will employ bilateral foreign assistance interventions where
clear opportunities for success exist.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Peace & Security 2,747 * 300

Investing in People 1,500 * 2,000

Economic Growth 1,500 * 3,000

Humanitarian Assistance 23,475 * 0

Total 29,222 * 5,300

Request by Account

(% in thousands) 2006 Actual 2007 Estimate | 2008 Request

Development Assistance 0 * 200

International Military Education & Training 342 * 100

Nonproliferation, Antiterrorism & Demining 2,405 * 0

Public Law 480 (Food Aid) 26,475** * 5,000

Total 29,222 * 5,300
Peace Corps 1317 * 0

**EY 2006 includes $23.749 million of P.L. 480 Title Il emergency food aid. These funds were used for
Sudanese refugees. Emergency food aid has not been allocated to countries in FY 2008

(Note: Funds from the Public Law 480 (Food Aid) account were used for Sudanese refugees.)

Peace and Security ($0.3 million): The FY 2008 request to improve peace and security in Chad
will support two Program Areas. First, Stabilization Operations and Security Sector Reform
activities will continue to professionalize the army, which is central to Chad's stability,
particularly given the military's historic involvement in unconstitutional regime change.
Specifically, through International Military Education and Training (IMET) programs, the United
States will fund military training programs that expose Chadian military leadership to U.S.




professional military procedures and civil-military relations that also expose Chadian military and
civilian personnel to the important roles democratic values and human rights can play in
governance and military operations. Second, activities against transnational crime will focus on
combating the trafficking of persons that is a growing security issue facing Chadian citizenry.

Investing in People ($2.0 million): The FY 2008 request to improve social services in Chad is
directed at a single Program Area: Health. Funds will support efforts to improve Chad's basic
health indicators by addressing the vulnerability of mothers and children to malnutrition through
both preventative and treatment programs to improve health and food security of targeted families
in Chad. This assistance is critical in a country that ranks near the bottom on many human
development indicators, including those on maternal and child health. This assistance is provided
through monetized food aid.

Economic Growth ($3.0 million): The FY 2008 request to improve economic growth in Chad is
directed at a single program area: agriculture. Because of increased desertification, competition
for access to land and water is a source of tension throughout the country. This monetized food
aid provides for grass-roots agricultural projects that increase the productivity of farmers and
promote the efficient use of land.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
29,222 * 5,300
Peace & Security 2,747 * 300
Stabilization Operations and Security Sector Reform 2,747 * 100
Explosive Remnants of War (ERW) 2,405 * 0
Defense, Military, and Border Restructuring, Reform and Operations 342 * 100
Transnational Crime 0 * 200
Trafficking-in-Persons and Migrant Smuggling 0 * 200
Investing in People 1,500 * 2,000
Health 1,500 * 2,000
Maternal and Child Health 1,500 * 2,000
Economic Growth 1,500 * 3,000
Agriculture 1,500 * 3,000
Agricultural Sector Productivity 1,500 * 3,000
Humanitarian Assistance 23,475 * 0
Protection, Assistance and Solutions 23,475 * 0
Crisis Assistance and Recovery 23,475 * 0

Statement of Changes
Funding for Chad has decreased from FY 2006 levels. Among program elements, there have
been decreases in addressing explosive remnants of war, supporting defense, military, and border
restructuring, reform and operations, and promoting crisis assistance and recovery. There have
been increases in combating trafficking-in-persons and migrant smuggling, maternal and child
health programs and agricultural sector productivity. The U.S. has decided to discontinue
funding for demining operations beyond February 2007, recognizing that Chadian institutional
weakness and lack of political will to address the problem will continue to hamper the work of
the country's demining office. Nonetheless, limited resources from Washington-based offices
will likely continue to assist mine victims. The FY 2008 increases in the maternal and child
health and agricultural sector productivity elements will help address food-insecurity.
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COMOROS
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
The U.S. does not have a presence in Comoros and covers the country from the U.S. Mission in
Antananarivo, Madagascar. The poor, pro-American Muslim country presents an excellent
opportunity for transformational diplomacy since electing Ahmed Abdallah Sambi President in a
free, fair, and transparent poll in May 2006. President Sambi's words and actions to date
consistently demonstrate a commitment to develop his impoverished country, and improve
education and healthcare. President Sambi rejects violence and extremism of all kinds, and has
maintained security cooperation programs with the United States.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 53 * 100
Total 53 * 100

Request by Account
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
International Military Education & Training 53 * 100
Total 53 * 100

Peace and Security ($0.1 million): An annual International Military Education and Training
(IMET) Program targets the Comoros military and security forces. The IMET Program seeks
primarily to raise the professional level of the senior officers of the Comoran Armed Forces. The
Program also supports the development of a maritime defense force with the ability to conduct
coastal patrol, counter-terrorism, drug interdiction, search and rescue operations, and fishing
rights oversight. Finally, the military knowledge and abilities of the junior officer corps and
senior enlisted cadre will be enhanced, allowing them to participate in peacekeeping and military
events on a multinational level.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
53 * 100
Peace & Security 53 * 100
Stabilization Operations and Security Sector Reform 53 * 100
Defense, Military, and Border Restructuring, Reform and Operations 53 * 100

Statement of Changes
The increase in the FY 2008 IMET request for Comoros is based on projected student training

requirements.
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COTE D'IVOIRE
Rebuilding

Obstacles and Opportunities for Advancing Transformational Diplomacy
Cote d'lvoire remains divided, north and south, between government and rebel forces.
Presidential and parliamentary elections, originally scheduled for late 2005, were postponed to
late 2006 and now have been postponed again to late 2007, but it appears unlikely that this
timetable will be met. The registration of some 3.5 to 4 million undocumented people born in
Cote d'lvoire, an essential step toward preparing for elections, has also been stalled.
Disarmament, demobilization and reintegration (DDR), an essential step toward reunification of
the country, is also stalled. Some media outlets are irresponsible and incite violence and ethnic
hatred. Government budget accounts, particularly in the cocoa sector, remain opaque and subject
to considerable corruption. The business environment is not a welcoming one. Under these
circumstances, the United States must focus on supporting the peace process which the African
Union and the Economic Community of West African States are attempting to implement, to
advance the prospects for a united, stable Cote d'lvoire. The reunification of the nation, DDR of
former combatants, and successful elections are key to the peace process. The operating
assumption behind the proposed assistance is that section 508 sanctions will be removed
following free and fair elections.

Resources to Help Advance Transformational Diplomacy

Request by Objective
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 100 * 100
Investing in People 33,576 * 96,000
Total 33,676 * 96,100
Request by Account
(% in thousands) 2006 Actual | 2007 Estimate | 2008 Request
Global HIV/AIDS Initiative 30,137 * 96,000
International Military Education & Training 0 * 100
Nonproliferation, Antiterrorism & Demining 100 * 0
Public Law 480 (Food Aid) 3,439** * 0
Total 33,676 * 96,100

**EY 2006 includes $3.439 million of P.L. 480 Title Il emergency food aid. Emergency food aid has not

been allocated to countries in FY 2008

Peace and Security ($0.1 million): The most pressing problem in Cote d'lIvoire is overall
security. Therefore, the United States plans to help in building the foundations of a sound security
system. Programs will focus on border security, counter-terrorism, trafficking in persons, and

migrant smuggling. Assistance will help in establishing a border security force after the

successful completion of a DDR program. It will fund interventions to train officers and a non-
commissioned officer corps, and improve their ability to maintain public order while adhering to
human rights norms. It will also provide much needed resources to make the corps operational.
The counter-terrorism program will enhance security at Abidjan air and seaports, and at San
Pedro seaport with training and equipment, and support a Washington-run PISCES computer
system for operations and maintenance. Finally, U.S. assistance will prevent human trafficking
across national boundaries, which poses a security risk to the country.



Investing in People ($96.1 million): Linkages with the President's Plan for AIDS Relief
(PEPFAR): Cote d'lvoire, a PEPFAR focus country, will receive significant support for bilateral
HIV/AIDS programs in FY 2008. These funds will be used, under the leadership of the host
country government, to scale up integrated prevention, care and treatment programs throughout
the country. PEPFAR support is invested in partnerships to help the nation build its capacity for a
sustainable response. Cote d'lIvoire will also receive PEPFAR resources for HIV/AIDS outside of
the Foreign Operations appropriations.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
33,676 * 96,100
Peace & Security 100 * 100
Counter-Terrorism 100 * 0
Deny Terrorist Sponsorship, Support and Sanctuary 100 * 0
Stabilization Operations and Security Sector Reform 0 * 100
Defense, Military, and Border Restructuring, Reform and Operations 0 * 100
Investing in People 33,576 * 96,000
Health 33,576 * 96,000
HIV/AIDS 30,137 * 96,000
Maternal and Child Health 3,439 * 0

Statement of Changes
Funding for Cote d'lIvoire has increased from FY 2006 levels in IMET and decreased in NADR.
IMET increased by $0.1 million and NADR decreased by the same. P.L. 480 was zeroed out
from $3.44 million. Cote d'lvoire is a PEPFAR focus country and an increase in funds will be
used to scale up integrated prevention, care and treatment services throughout the country.
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DEMOCRATIC REPUBLIC OF THE CONGO
Rebuilding

Obstacles and Opportunities for Advancing Transformational Diplomacy
To contribute to stability in Central Africa, the newly elected government of the Democratic
Republic of the Congo (DRC) must first deliver results to the Congolese people. The real
opportunity for the DRC and the region is a new, legitimate government, one at peace with its
neighbors and poised to engage in sustainable development. Coordinated donor efforts to help
provide access to basic services, build on democratic structures, and contribute to economic
growth will help consolidate the democratic transition, thus demonstrating the results of the
democratic process at the community level. Large flows of donor assistance and support are
needed to capitalize on this opportunity and make the transition irreversible. The obstacles
include grossly inadequate infrastructure, an inadequate security apparatus, and generations of
bad governance. Major change will be required before the Congolese public gains confidence in
its government. Given that the DRC is in the bottom 1% of the world's nations in terms of health
and education indicators, major investments in these sectors are essential. The DRC has a vast
supply of natural resources that have been a key source of conflict and exploitation for well over
a century. If managed in a transparent and legal environment, those resources now present an
opportunity for economic growth that will benefit the population and provide an alternative to

war.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Peace & Security 1,833 * 8,550
Governing Justly & Democratically 7,527 * 20,850
Investing in People 37,606 * 39,800
Economic Growth 3,312 * 11,000
Humanitarian Assistance 39,898 * 0
Total 90,176 * 80,200

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Child Survival and Health 23,537 * 26,850
Development Assistance 21,447 * 6,000
Economic Support Fund 4,950 * 29,000
Foreign Military Financing 0 * 600
International Military Education & Training 306 * 500
International Narcotics Control and Law Enforcement 0 * 1,750
Peacekeeping Operations 0 * 5,500
Public Law 480 (Food Aid) 39,898** * 10,000
Transition Initiatives 38 * 0
Total 90,176 * 80,200

**EY 2006 includes $39.898 million of P.L. 480 Title Il emergency food aid. Emergency food aid has not

been allocated to countries in FY 2008

The DRC received $2.5 million of supplemental DF funds in FY 2006.
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Peace and Security ($8.6 million): Security sector reform is vital for the DRC to overcome its
history of abuse of civilians and become a trustworthy provider of security with respect for the
rule of law. The United Nations in the DRC is presently the only reliable security force in the
country; well-trained police and armed forces are needed as it begins to draw down in 2008.
Military cooperation will include training, infrastructural improvements at the Centre Supérieur
Militaire (the Armed Forces of the DRC Officer Training Center), and support for the military
justice and military medical systems. In FY 2008 the United States will begin to participate with
other donors in police reform efforts. Activities will also be undertaken to address trafficking-in-
persons and migrant smuggling.

Governing Justly and Democratically ($20.9 million): Congolese expectations are high for
governance reform, following on the success of 2006 Presidential and Parliamentary elections.
Keeping both public officials and citizens engaged in political processes will be a challenge, but
one which has a growing constituency. Government institutions, weakened by decades of war
and mismanagement, need to be rebuilt. U.S. assistance will help build the new decentralized
institutions mandated in the DRC's constitution, create an effective and equitable justice system,
protect human rights, and fight corruption. Building local capacity among government workers
and within civil society is fundamental to the transformation of each of these areas of governance.

Investing in People ($39.8 million): Increased access to a package of basic health and education
services is a key component of U.S. assistance in the DRC. Family planning and reproductive
health are related areas in which improvements in the ability of Congolese to seek care
throughout the country would provide an enormous tangible benefit of peace, not to mention
peace of mind to families. Health activities will focus on malaria, polio eradication, tuberculosis
and management of childhood illnesses. U.S. assistance will augment these efforts to support
Congolese families with assistance to separated and abandoned children. Education funds will be
used to increase quality and access to basic education for all children.

All HIV/AIDS funds are used to increase local capacity for a sustainable response to the epidemic
as a part of the President's Emergency Plan for AIDS Relief (PEPFAR). Linkages with the
President's Plan for AIDS Relief (PEPFAR): Democratic Republic of Congo will receive
significant support for bilateral HIVV/AIDS programs in FY 2008, with programmatic emphasis on
a range of interventions related to care, treatment, and prevention. Democratic Republic of
Congo will also receive PEPFAR resources for HIV/AIDS outside of the Foreign Operations
appropriations.

Economic Growth ($11.0 million): Increasing agricultural sector productivity is a key
requirement for promoting economic growth and rural recovery across the DRC. Improved
quality of crops and links to domestic markets will enhance the quality of life for millions of
Congolese. Creating the conditions in which micro and small enterprises can thrive will provide
demobilized militia members and their communities with alternatives to armed conflict and with
livelihoods that they control.

Request by Element

(% in Thousands) 2006 2007

2008

Actual Estimate = Request
90,176 * 80,200
Peace & Security 1,833 * 8,550
Stabilization Operations and Security Sector Reform 1,833 * 8,350
Disarmament, Demobilization & Reintegration (DDR) 1,332 * 0
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(% in Thousands) 2006 2007 2008

Actual Estimate = Request

Defense, Military, and Border Restructuring, Reform and Operations 306 * 6,600
Law Enforcement Restructuring, Reform and Operations 0 * 1,750
Program Support (Stabilization) 195 * 0
Transnational Crime 0 * 200
Trafficking-in-Persons and Migrant Smuggling 0 * 200
Governing Justly & Democratically 7,527 * 20,850
Rule of Law and Human Rights 2,056 * 4,900
Judicial Independence 906 * 1,000
Justice System 450 * 3,100
Human Rights 500 * 800
Program Support (Rule of Law) 200 * 0
Good Governance 2,531 * 11,400
Legislative Function and Processes 485 * 3,000
Local Government and Decentralization 1,346 * 4,100
Anti-Corruption Reforms 500 * 2,800
Governance of the Security Sector 0 * 1,500
Program Support (Governance) 200 * 0
Political Competition and Consensus-Building 1,120 * 750
Elections and Political Processes 494 * 0
Political Parties 485 * 750
Program Support (Political Competition) 141 * 0
Civil Society 1,820 * 3,800
Civic Participation 1,558 * 2,800
Media Freedom and Freedom of Information 0 * 1,000
Program Support (Civil Society) 262 * 0
Investing in People 37,606 * 39,800
Health 22,157 * 30,350
HIV/AIDS 3,955 * 11,000
Tuberculosis 1,332 * 2,200
Malaria 2,315 * 2,500
Avian Influenza 120 * 0
Maternal and Child Health 8,701 * 10,900
Family Planning and Reproductive Health 5,734 * 3,750
Education 11,396 * 7,950
Basic Education 11,396 * 7,950
Social and Economic Services and Protection for Vulnerable Populations 4,053 * 1,500
Social Services 4,053 * 1,500
Economic Growth 3,312 * 11,000
Infrastructure 500 * 0
Modern Energy Services 500 * 0
Agriculture 2,812 * 9,000
Agricultural Sector Productivity 2,478 * 9,000
Program Support (Agriculture) 334 * 0
Private Sector Competitiveness 0 * 1,000
Business Enabling Environment 0 * 1,000
Economic Opportunity 0 * 1,000
Strengthen Microenterprise Productivity 0 * 1,000
Humanitarian Assistance 39,898 * 0
Protection, Assistance and Solutions 39,898 * 0
Crisis Assistance and Recovery 39,898 * 0
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Statement of Changes
Funding for the DRC has decreased from FY 2006 levels. Among program areas, there have
been decreases in support for political competition and consensus-building, education, social and
economic services and protection for vulnerable populations, and infrastructure. There have been
increases in support for stabilization operations and security sector reform, activities to combat
transnational crime, support for rule of law and human rights, support for good governance,
support for civil society, strengthening of public health, promotion of agriculture, support for
private sector competitiveness, and expanding economic opportunity. The assistance program in
the DRC for FY 2008 has shifted to provide greater investment in governing justly and
democratically and in security sector reform under the peace and security rubric.

198



DJIBOUTI
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Significant obstacles to Djibouti's advancement include regional instability reflecting terrorist
actions and continuing nation-state conflicts. Djibuti lacks basic education and training for job
seekers, has poor health care, inadequate infrastructure, and insufficient public and private sector
management capacity. Djibouti's nascent democracy also faces challenges to increase civic
participation and to strengthen political parties, electoral mechanisms, and regional governments.
Recurrent drought, harsh growing conditions, and reliance on pastoral agriculture have led to
chronic food insecurity and widespread unemployment. Djibouti's difficult security environment
is reflected in the fact that it hosts America's only military base in Africa and is home to France's
largest military contingent outside of France itself. Despite those bases, if Djibouti is unable to
secure its own borders and coastline it will continue to be subject to possible terrorist infiltration.

Despite those challenges, Djibouti has an opportunity to serve as an example of private-
investment driven development in a secular, tolerant, Muslim democracy in Africa. Small
investments of U.S. resources in health, education, governance, and economic transparency,
leveraged with investments by other donors and private investors, will have significant benefits to
this strategically located nation. Reforms making Djibouti successful will impact positively on its
major trading partners in the sub-region and may generate new, global attention that will improve
the economies of other nations in the Horn and elsewhere in Africa. With investment of
approximately 1 billion dollars over six years in the new Port of Doraleh, there is the potential for
other sectors (e.g., shipping and transportation) to grow. These inflows, begun in 2004 and slated
to continue through at least 2010, reflect extraordinary opportunities for growth.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

| 2006 Actual | 2007 Estimate 2008 Request |

Peace & Security 4,387 * 3,850
Governing Justly & Democratically 1,300 * 500
Investing in People 3,300 * 2,740
Humanitarian Assistance 2,444 * 0
Total 11,431 * 7,090

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Child Survival and Health 0 * 1,240
Development Assistance 0 * 2,000
Economic Support Fund 4,950 * 0
Foreign Military Financing 3,960 * 3,200
International Military Education & Training 307 * 350
International Narcotics Control and Law Enforcement 0 * 300
Nonproliferation, Antiterrorism & Demining 120 * 0
Public Law 480 (Food Aid) 2,094** * 0
Total 11,431 * 7,090

**EY 2006 includes $2.094 million of P.L. 480 Title Il emergency food aid. Emergency food aid has not

been allocated to countries in FY 2008
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Peace and Security ($3.9 million): U.S. Government assistance to Djibouti promotes
stabilization operations and security sector reform, fights transnational crime, and supports
counter-terrorism activities. The program focuses on: defense, military, and border security
restructuring, reform, and operations; trafficking-in-persons (TIP) and migrant smuggling; and
government capabilities. The program bolsters the efforts of the Combined Joint Task Force-
Horn of Africa to assist Djibouti on defense reform and improving counter-terrorism capabilities,
including essential funding to the TIP-Pisces program to constrain terrorist mobility.

Governing Justly and Democratically ($0.5 million): Lack of political participation, civil
liberties, government accountability, and civic participation are major obstacles to Djibouti's
capacity to sustain democratic development and ensure a broad, positive impact of newly created
jobs. These obstacles limit the effectiveness of political parties and the countervailing pressure
on government decision making of a strong private sector and mature civil society. Popular
frustration over lack of jobs and public services pose continuing challenges to Djibouti's long-
term success and stability. USG assistance promotes political pluralism, good governance, and
civic participation in government and the economy. It focuses on training of political parties,
electoral procedures, decentralization, and civic oversight in education, health, anti-corruption,
and economic development.

Investing in People ($2.7 million): Low life expectancy, under-five child mortality, the
transmission of infectious diseases such as HIV/AIDS and tuberculosis pose significant
challenges to Djibouti's social development. USG assistance promotes health by focusing on
enhanced access to quality health by improving maternal and child health and fighting
tuberculosis. USG assistance promotes basic education by focusing on equitable access to quality
basic education, with an emphasis on girls and rural children and preparation for employment.
The program focuses on teacher training, the provision of pedagogic materials, community
participation in education, strengthening and decentralization of education system delivery
services, as well as seeking opportunities for youths when they leave school.

Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request

11,431 * 7,090

Peace & Security 4,387 * 3,850
Counter-Terrorism 170 * 0
Governments’ Capabilities 170 * 0
Stabilization Operations and Security Sector Reform 4,217 * 3,550
Defense, Military, and Border Restructuring, Reform and Operations 4,217 * 3,550
Transnational Crime 0 * 300
Trafficking-in-Persons and Migrant Smuggling 0 * 300
Governing Justly & Democratically 1,300 * 500
Good Governance 500 * 0
Public Sector Executive Function 500 * 0
Political Competition and Consensus-Building 300 * 125
Elections and Political Processes 300 * 125
Civil Society 500 * 375
Civic Participation 500 * 375
Investing in People 3,300 * 2,740
Health 300 * 1,240
HIV/AIDS 75 * 0
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(% in Thousands) 2006 2007 2008

Actual Estimate = Request

Tuberculosis 225 * 250
Maternal and Child Health 0 * 990
Education 3,000 * 1,500
Basic Education 3,000 * 1,500
Humanitarian Assistance 2,444 * 0
Protection, Assistance and Solutions 2,094 @ 0
Crisis Assistance and Recovery 2,094 * 0
Disaster Readiness 350 @ 0
Capacity Building, Preparedness, and Planning 350 * 0
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EQUATORIAL GUINEA
Sustaining Partnership

Obstacles and Opportunities for Advancing Transformational Diplomacy
Embassy Malabo re-established a resident ambassadorial presence only in November 20086,
however the staff is small, and currently there is no resident Defense Attaché or trained local staff
to manage the International Military Education & Training (IMET) program. The Government of
Equatorial Guinea has already begun to demonstrate a commitment to security sector reform by
funding a program operated by MPRI, an American company.

Resources to Help Advance Transformational Diplomacy

Request by Objective
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 0 * 45
Total 0 * 45
Request by Account
(% in thousands) 2006 Actual | 2007 Estimate | 2008 Request
International Military Education & Training 0 * 45
Total 0 * 45

Peace and Security ($45,000): Funding will focus on developing a professional military that is
respectful of human rights and supports the principles of civilian rule. It will also support efforts
to ensure regional stability and improve the Equato-Guinean military's ability to maintain control
of its territorial waters.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
0 * 45
Peace & Security 0 * 45
Stabilization Operations and Security Sector Reform 0 * 45
Defense, Military, and Border Restructuring, Reform and Operations 0 * 45

Statement of Changes
The $45,000 that is being sought for IMET in Equatorial Guinea continues the process of
maintaining an open door for future establishment of a program in country.
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ERITREA
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
While primary U.S. objectives in Eritrea continue to focus on democracy and human rights,
regional stability, and counter-terrorism, the U.S. Government's ability to advance these goals
through foreign assistance programs was severely circumscribed with the departure of USAID in
late 2005 at the order of the Government of the State of Eritrea (GSE) and by restrictions placed
on the movement of all foreigners, including diplomats, within the country. Since 2005, the GSE
has "de-registered” and ordered the departure of many of the non-governmental organizations
(NGOs) which had been operating within the country, including several administering USAID-
funded programs. At the end of 2006, only nine international NGOs continued to operate in-
country, down from a high of forty in 2002. The UN development agencies, to date, have been
able to operate with a reasonable level of effectiveness in the country. UNICEF and NGOs
continue their implementation of projects in the areas of water and sanitation, health and
nutrition, which were funded in prior fiscal years through U.S. foreign assistance. The U.S.
Embassy operates no military assistance programs given the lack of interest by the GSE, and in
2006, the Mission in consultation with CENTCOM closed its Security Assistance programs.

Over the course of FY 2006, relations between the GSE and the United States continued to
deteriorate. A United States-led initiative to re-energize talks between Eritrea and Ethiopia for a
final resolution over their boundary dispute failed, as both parties refused to engage
constructively. The GSE's stance on counter-terrorism, originally supportive of U.S. goals in
2001, has become increasingly unfavorable to U.S. interests, including Eritrea's provision of
material support, men and arms, to the Somali Council of Islamic Courts in 2006.

The government's abuse of its citizenry, egregious human rights violations, and the absence of
civil liberties persist. The government grants its citizens no political freedoms, controls all media
in-country, and has progressively tightened its grip on the economy by consolidating control in all
sectors within the GSE and the sole political party, the Peoples' Front for Democracy and Justice.
Eritrea was designated for the third time in 2006 as a "Country of Particular Concern™ (CPC) for
severe restrictions on its citizens' religious freedom.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
2,832 * 0
Peace & Security 400 * 0
Counter-Terrorism 400 * 0
Governments’ Capabilities 400 * 0
Humanitarian Assistance 2,432 * 0
Protection, Assistance and Solutions 2,432 * 0
Crisis Assistance and Recovery 2,432 * 0

Statement of Changes
Given the non-permissive environment in-country to administer aid programs, the Department of
State has not requested new development assistance funds for Eritrea in FY 2008. The GSE's
restrictions, including its expulsion of USAID, preclude the United States from implementing any
significant bilateral development program in accordance with U.S. requirements and regulations.
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ETHIOPIA
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Ethiopia lacks many of the fundamentals necessary for long-term economic prosperity. Nearly
half of the population lives in poverty (45%). Literacy is low (42%). There is a high population
growth rate (2.3%) (Ethiopia is Africa's second most populous country) as well as limited
infrastructure, high infant mortality, widespread food insecurity, and minimal access to health
care. The on-going tensions stemming from the still-unresolved Ethiopia-Eritrea border conflict,
several domestic insurgencies, and continuing instability in Somalia are all negatively impacting
economic development in Ethiopia. The United States is helping Ethiopia complete the difficult
transition from a de facto one-party state to a representative, multi-party democracy. While
disputed elections and civil unrest in 2005 prompted the Government of Ethiopia (GoE) to
significantly constrain political space, subsequent political dialogue and reconciliation efforts are
creating opportunities for supporting further democratization. The United States is also a partner
in bolstering economic prosperity, reducing Ethiopia's dependence on foreign assistance, and
improving the ability to anticipate and respond to food emergencies. Similarly, the United States
aims to improve the quality and expand the scope of basic health and education services to reduce

poverty and strengthen Ethiopia's development potential. Promoting regional stability and
denying transnational terrorists a safe haven in the Horn of Africa are also key objectives.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Peace & Security 5,117 * 4,350
Governing Justly & Democratically 9,200 * 5,400
Investing in People 153,608 * 453,800
Economic Growth 109,821 * 41,915
Humanitarian Assistance 30,104 * 500
Total 307,850 * 505,965

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Child Survival and Health 30,692 * 25,500
Development Assistance 31,910 * 39,815
Economic Support Fund 9,900 * 5,000
Foreign Military Financing 1,980 * 850
Global HIV/AIDS Initiative 109,500 * 409,000
International Military Education & Training 594 * 650
International Narcotics Control and Law Enforcement 0 * 150
Nonproliferation, Antiterrorism & Demining 270 * 0
Public Law 480 (Food Aid) 123,004** * 25,000
Total 307,850 * 505,965
Peace Corps 0 * 1465

**EY 2006 includes $118.168 million of P.L. 480 Title 1l emergency food aid. In addition to $123.004
million, Ethiopia received an additional $21.500 million of FY 2006 supplemental funds. Emergency food

aid has not been allocated to countries in FY 2008
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Peace and Security ($4.4 million): Peace and reconciliation and conflict mitigation
programming will help stabilize border regions with Eritrea, Sudan, and Somalia, addressing
tensions arising from competition over scarce resources and expanding openings to resolve long-
standing disputes between the GoE and insurgent groups. U.S. foreign assistance will provide
targeted training and equipment to help transform Ethiopia's military to become an apolitical,
professional defense force. Investments in defense, military, and border security restructuring,
reform and operations, augmented by assistance in logistics and operations support training for
the world's sixth largest contributor of peacekeeping troops, and capacity development to improve
the government's counter-terrorism capacity will equip Ethiopia's defense forces to respond more
effectively to the multiple challenges they face. Assistance will also raise public awareness
about, and law enforcement capacity to prevent, trafficking in persons and migrant smuggling.

Governing Justly and Democratically ($5.4 million): U.S. assistance will support constructive
dialogue among Ethiopians representing diverse political perspectives and ethnic groups to build
consensus on key issues. Funds will also support multilateral efforts to facilitate the ongoing
restructuring and capacity development of elections and political processes. U.S. assistance will
help strengthen the capacity and role of civil society broadly, and improve independent human
rights monitoring, awareness, and training. U.S. assistance will also ensure a U.S. role in the on-
going multi-donor support program to strengthen the federal and regional parliaments operating
in the new, multi-party environment.

Investing in People ($453.8 million): Health and education investments will enable Ethiopians
to take advantage of expanded economic opportunities. In a continuing effort to lower Ethiopia’s
high fertility and population growth rates, the United States will support investments in family
planning and reproductive health. Assistance will also support maternal and child health to help
mitigate the effects of external shocks, foster a healthier workforce, and expand access to quality
basic education activities. Africa Education Initiative assistance will support the improvement of
primary education through the training of teachers and administrators. Funds will also help
combat tuberculosis and reduce the incidence of malaria, major sources of morbidity and
workforce absenteeism. The United States supports a countrywide safety net program (PSNP)
with the aim of reducing food-insecurity, which affects 44% of the population and creating a
stable platform for improved social and economic outcomes. Investments in the PSNP and
related policy, regulatory, and administrative systems will serve to protect vulnerable populations
and contribute to poverty reduction and economic growth.

Linkages with the President’s Malaria Initiative: Ethiopia will be a new PMI country in FY 2008
and support the PMI goal of reducing malaria-related morbidity by 50 percent in the 15
participating African countries. Ethiopia will achieve this goal over three years by reaching 85%
coverage of vulnerable groups with proven preventive and therapeutic interventions. These
include artemisinin-based combination therapies for the treatment of malaria; a combination of
insecticide-treated mosquito nets and indoor residual spraying to prevent malaria; and intermittent
preventive treatment to address the impact of malaria in pregnancy.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Ethiopia, a PEPFAR focus
country, will receive significant support for bilateral HIV/AIDS programs in FY 2008. These
funds will be used, under the leadership of the host country government, to scale up integrated
prevention, care and treatment programs throughout the country. PEPFAR support is invested in
partnerships to help the nation build its capacity for a sustainable response. Ethiopia will also
receive PEPFAR resources for HIV/AIDS outside of the Foreign Operations appropriations.
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Economic Growth ($41.9 million): To drive economic growth and to help Ethiopia graduate to
a transforming country, U.S. assistance will promote a more enabling environment for
agriculture, micro and small enterprises and trade and investment generally. U.S. assistance will
also focus on enhancing the productivity of key sectors. This will include a U.S. investment in
productivity of the agriculture sector, which employs 85% of the workforce and contributes 45%
of GDP. Funds will also help strengthen micro-enterprise, private sector productivity, and
poverty reduction activities related to the PSNP.

Humanitarian Assistance ($0.5 million): Funds will assist disaster readiness capacity-building,
preparedness, and planning to sustain the critical Famine Early Warning System.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
307,850 * 505,965
Peace & Security 5,117 * 4,350
Counter-Terrorism 270 * 0
Governments’ Capabilities 254 * 0
Program Support (Counter-Terrorism) 16 * 0
Stabilization Operations and Security Sector Reform 2,574 * 1,650
Operations Support 558 * 611
Defense, Military, and Border Restructuring, Reform and Operations 1,861 * 940
Program Support (Stabilization) 155 * 99
Transnational Crime 0 * 300
Trafficking-in-Persons and Migrant Smuggling 0 * 282
Program Support (Crime) 0 * 18
Conflict Mitigation and Reconciliation 2,273 * 2,400
Conflict Mitigation 2,036 * 658
Peace and Reconciliation Processes 0 * 1,598
Program Support (Conflict) 237 * 144
Governing Justly & Democratically 9,200 * 5,400
Rule of Law and Human Rights 1,650 * 1,500
Judicial Independence 846 * 0
Human Rights 709 * 1,410
Program Support (Rule of Law) 95 * 90
Good Governance 3,800 * 300
Legislative Function and Processes 376 * 282
Local Government and Decentralization 3,068 * 0
Program Support (Governance) 356 * 18
Political Competition and Consensus-Building 3,350 * 2,600
Consensus-Building Processes 1,598 * 1,880
Elections and Political Processes 1,551 * 564
Program Support (Political Competition) 201 * 156
Civil Society 400 * 1,000
Civic Participation 376 * 940
Program Support (Civil Society) 24 * 60
Investing in People 153,608 *| 453,800
Health 143,192 *| 434,500
HIV/AIDS 109,500 *| 409,000
Tuberculosis 1,186 * 2,000
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(% in Thousands) 2006 2007 2008
Actual Estimate = Request

Malaria 2,563 * 2,500
Other Public Health Threats 791 * 0
Maternal and Child Health 6,379 * 6,000
Family Planning and Reproductive Health 19,773 * 15,000
Water Supply and Sanitation 3,000 * 0
Education 10,416 * 12,800
Basic Education 10,416 * 12,800
Social and Economic Services and Protection for Vulnerable Populations 0 * 6,500
Policies, Regulations, and Systems 0 * 1,500
Social Assistance 0 * 5,000
Economic Growth 109,821 * 41,915
Trade and Investment 2,921 * 1,000
Trade and Investment Enabling Environment 2,746 * 940
Program Support (Trade) 175 * 60
Agriculture 96,900 * 35,815
Agricultural Enabling Environment 0 * 4,620
Agricultural Sector Productivity 96,720 * 30,246
Program Support (Agriculture) 180 * 949
Private Sector Competitiveness 7,000 * 1,600
Business Enabling Environment 0 * 1,034
Private Sector Productivity 6,580 * 470
Program Support (Private Sector) 420 * 96
Economic Opportunity 3,000 * 3,500
Policy Environment for Micro and Small Enterprises 0 * 470
Strengthen Microenterprise Productivity 2,820 * 2,820
Program Support (Econ Opportunity) 180 * 210
Humanitarian Assistance 30,104 * 500
Protection, Assistance and Solutions 29,104 * 0
Crisis Assistance and Recovery 29,104 * 0
Disaster Readiness 1,000 * 500
Capacity Building, Preparedness, and Planning 0 * 470
Mitigation 940 * 0
Program Support (Disaster Readiness) 60 * 30

Statement of Changes
Levels for Ethiopia between FY 2006 and FY 2008 have increased overall due to increases in
funding for HIV/AIDS. The FY 2006 total was influenced by a $9.9 million Economic Support
Fund allocation, reflected in the Peace and Security and Governing Justly and Democratically
functional objectives.
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GABON
Sustaining Partnership

Obstacles and Opportunities for Advancing Transformational Diplomacy
While oil earnings have given Gabon one of the highest per capita GDPs in Africa, income
distribution is skewed and the country's ranking on human development indicators is well below
its per capita GDP ranking. Poor governance has contributed to disappointing development, with
corruption and cronyism undermining economic freedom and the rule of law. The country is
dominated by a strong presidency (President Bongo has been in office since 1967), and the
President's reach extends beyond the political realm to influence the economy and civil society.
Dissent is not stifled directly; however, oil wealth has permitted the government to co-opt
opponents and maintain popular support. Although it has had difficulty meeting the development
needs of its people, the Government of Gabon, under President Bongo has provided decades of
stability. The President's seniority, close connections with leaders across Africa and intimate
knowledge of regional issues has permitted him to play an important role in attempts to resolve
regional conflicts. Gabon has been a helpful partner to the United States in Africa and in
multilateral fora such as the United Nations.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

Peace & Security

2006 Actual
231

2007 Estimate 2008 Request

200

Total

231

200

Request by Account
i ($ in thousands) | 2006 Actual | 2007 Estimate 2008 Request |
International Military Education & Training 231 * 200
Total 231 * 200

Peace and Security ($0.2 million): A stable country in an unstable region, Gabon is

increasingly being asked to become more involved in peacekeeping missions. Through the
International Military Education and Training (IMET) program, U.S. assistance is focused on
improving the professionalism of Gabon's military officers and providing training which will help
prepare the military leadership for a larger role in regional peacekeeping missions and counter-

terrorism activities.

Request by Element

($ in Thousands)

2006

2007

2008

Actual Estimate = Request
231 * 200
Peace & Security 231 * 200
Stabilization Operations and Security Sector Reform 231 * 200
Defense, Military, and Border Restructuring, Reform and Operations 231 * 200
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GAMBIA
Transforming

Obstacles and Opportunities for Advancing Transformational Diplomacy
The Gambia made significant strides in consolidating democracy after the 1994 coup, as
evidenced by the granting of Millennium Challenge Account (MCA) eligibility in 2005.
However, a significant reversal in the country's democratic development and a dramatic negative
trend in its overall human rights performance in recent months led to the loss of the country's
MCA eligibility in June 2006. President Jammeh subsequently advised the Department of State
that The Gambia would not take steps to seek Millennium Challenge Corporation (MCC)
reinstatement. The Gambian government has provided steadfast, tangible support for the Global
War on Terrorism and contributed to international peace efforts, including sending a contingent to
Darfur, Sudan under the auspices of the African Union. The country is very poor, however, and
suffers from weak judicial and legislative institutions, poor infrastructure, a powerless civil
society, and an authoritarian leader who keeps a firm grip on power. U.S. priorities for The
Gambia are, therefore, continuation of The Gambia's positive contribution to regional stability, a
return to more democratic governance, increased economic prosperity, and greater respect for the
rule of law.

Resources to Help Advance Transformational Diplomacy

Request by Objective
i ($ in thousands) | 2006 Actual | 2007 Estimate 2008 Request |
Peace & Security 72 * 120
Investing in People 1,517 * 0
Economic Growth 1,517 * 0
Total 3,106 * 120
Request by Account
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
International Military Education & Training 72 * 120
Public Law 480 (Food Aid) 3,034 * 0
Total 3,106 * 120
Peace Corps 2096 * 1888

Peace and Security ($0.1 million): U.S. assistance to The Gambia will focus on military
cooperation and exchanges to encourage the country to maintain and expand its positive and
cooperative role in regional stability through its counter-terrorism and peacekeeping efforts.
Continued military training and education will enhance The Gambia's military's capacity to
continue these important efforts. U.S. funded military training, by improving the professionalism
of The Gambia's armed forces, particularly with regard to proper civil-military relations, and by
advancing the military's understanding of the appropriate role of the military in a well-functioning
democratic system, will also help instill greater respect for the rule of law and human rights.
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Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request
3,106 * 120
Peace & Security 72 * 120
Stabilization Operations and Security Sector Reform 72 * 120
Defense, Military, and Border Restructuring, Reform and Operations 72 * 120
Investing in People 1,517 * 0
Social and Economic Services and Protection for Vulnerable Populations 1,517 * 0
Social Assistance 1,517 * 0
Economic Growth 1,517 * 0
Agriculture 1,517 * 0
Agricultural Sector Productivity 1,517 * 0

Linkages with the Millennium Challenge Corporation (MCC)
The Gambia was granted Millennium Challenge Account (MCA) eligibility in 2005 but MCA
eligibility was suspended in June 2006 due to a reversal in the country's democratic development
and a dramatic negative trend in its overall human rights performance.

Statement of Changes
Funding for The Gambia has increased from FY 2006 levels in IMET. The increase of $.5
million in IMET funds will enable more members of The Gambian military to participate in
IMET training.

210



GHANA
Transforming

Obstacles and Opportunities for Advancing Transformational Diplomacy
The United States has found a key African partner in Ghana in many respects. The country plays
a significant regional and growing international role in security matters. It plays a supportive role
in the African Union and is a major contributor to United Nations peacekeeping operations.
Membership on the United Nations Security Council and the International Atomic Energy
Agency has heightened the country's status and influence. It is also an important trading partner
in Africa. Moreover, Ghana's democracy is vibrant and stable. It has a relatively free press,
independent judiciary, active civil society, and an apolitical military. Its human rights record is
one of the best in Africa. In addition, important economic reforms have stabilized the economy.
Gross Domestic Product has grown at a healthy rate in recent years, inflation has dropped, and the
economy is diversifying. Despite these successes, however, democratic institutions are weak,
lacking trained personnel, sufficient resources, and effective codes of conduct. Executive
authority remains excessive. Citizen participation in governance at all levels is limited. The
country also remains a difficult place to do business; contract sanctity, clear land title, and
expeditious licensing regimes present daunting challenges. Schools are inadequate, and quality
health care is unavailable for many, particularly, for the poor and the disenfranchised.

Resources to Help Advance Transformational Diplomacy

Request by Objective
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 1,240 * 1,400
Governing Justly & Democratically 492 * 2,000
Investing in People 50,077 * 26,300
Economic Growth 17,598 * 11,600
Total 69,407 * 41,300

Request by Account

(% in thousands) 2006 Actual | 2007 Estimate | 2008 Request
Child Survival and Health 18,157 * 18,200
Development Assistance 27,354 * 14,700
Foreign Military Financing 495 * 300
International Military Education & Training 645 * 600
International Narcotics Control and Law Enforcement 0 * 500
Nonproliferation, Antiterrorism & Demining 100 * 0
Public Law 480 (Food Aid) 22,656 * 7,000
Total 69,407 * 41,300
Peace Corps 2697 * 2993

Peace and Security ($1.4 million): Cooperation between the United States and Ghanaian

militaries is close and ongoing. Ghana is a major contributor to peacekeeping operations and is
supportive of the Gulf of Guinea Initiative. Domestically, Ghana has significant law enforcement
training needs, and U.S. police and law enforcement programs have enjoyed significant success.

Violent crime and vigilante justice are on the rise; police corruption and pervasive lack of

professionalism undermine law and order. Ghana also has a growing narcotics trafficking
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problem, with Colombian connections, which has received high-level attention. U.S. assistance
can best help Ghana strengthen its own security and its regional leadership role by concentrating
resources to support the professional development of the military, border authorities, counter-
narcotics agency, and police.

Governing Justly and Democratically ($2.0 million): Although a beacon on the continent,
Ghana's democracy continues to suffer from weak institutions and polarized politics. Ghana's
governance systems and practices are highly centralized and suffer from limited citizen
participation. The U.S. can most effectively bolster the admirable progress toward good
governance and democracy by focusing its resources on building local government capacity to
seek and respond to citizen input. Efforts to increase citizen participation in local government are
an essential part of U.S. decentralization efforts. This will enable the Government of Ghana to
respond better to the health, education, and economic needs of its citizens. The 2008 presidential
and parliamentary elections are expected to be highly contentious. To help ensure free, fair, and
peaceful elections, U.S. resources will train civil society election observers.

Investing in People ($26.3 million): Major challenges exist in the health and education sectors.
While HIV/AIDS among the general population remains relatively stable, there are significant
increases among the most at risk groups. Maternal and under-five child mortality rates are
unacceptably high and have not improved in the last 10 years. Morbidity and mortality due to
malaria is also on the rise. Poor quality basic education is reflected in the inability of most
primary school children to read at grade level. Lack of improvement in these areas will undercut
long-term prospects for economic growth and consolidated democracy. U.S. resources will
concentrate on activities to contain the spread of HIV/AIDS, malaria, and tuberculosis. US
resources will also support maternal and child health, as well as family planning and reproductive
health. To help address the challenges in education, assistance from the U.S. Africa Education
Initiative will target basic education, with particular focus on literacy programs, teacher training,
and increased educational opportunities for girls.

Linkages with the President’s Malaria Initiative: Ghana will be a new PMI country in FY 2008
and support the PMI goal of reducing malaria-related morbidity by 50 percent in the 15
participating African countries. Ghana will achieve this goal over three years by reaching 85%
coverage of vulnerable groups with proven preventive and therapeutic interventions. These
include artemisinin-based combination therapies for the treatment of malaria; a combination of
insecticide-treated mosquito nets and indoor residual spraying to prevent malaria; and intermittent
preventive treatment to address the impact of malaria in pregnancy.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Ghana will receive significant
support for bilateral HIV/AIDS programs in FY 2008, with programmatic emphasis on a range of
interventions related to care, treatment, and prevention.

Economic Growth ($11.6 million): Although macro-economic progress is impressive, Ghana
must improve its investment climate to sustain strong economic growth and adopt a pro-poor
strategy to reduce widespread poverty. U.S. assistance, specifically the African Global
Competitiveness Initiative and the Initiative to End Hunger in Africa, will focus on improving the
business-enabling environment and assisting the private sector to become more competitive.
Slightly more than half of U.S. economic growth resources will target agricultural productivity.
U.S. assistance will also support the Government of Ghana's Trade Sector Support Program.
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Request by Element

($ in Thousands)

2006
Actual

2007
Estimate

2008
Request

69,407 * 41,300

Peace & Security 1,240 * 1,400
Counter-Terrorism 100 * 0
Deny Terrorist Sponsorship, Support and Sanctuary 100 * 0
Stabilization Operations and Security Sector Reform 1,140 * 1,150
Defense, Military, and Border Restructuring, Reform and Operations 1,140 * 900
Law Enforcement Restructuring, Reform and Operations 0 * 250
Counter-Narcotics 0 * 250
Interdiction 0 * 250
Governing Justly & Democratically 492 * 2,000
Good Governance 492 * 1,550
Legislative Function and Processes 92 * 0
Local Government and Decentralization 300 * 1,400
Program Support (Governance) 100 * 150
Political Competition and Consensus-Building 0 * 450
Elections and Political Processes 0 * 400
Program Support (Political Competition) 0 * 50
Investing in People 50,077 * 26,300
Health 22,908 * 18,300
HIV/AIDS 7,725 * 5,500
Tuberculosis 495 * 600
Malaria 1,478 * 2,500
Other Public Health Threats 494 * 400
Maternal and Child Health 4,719 * 3,300
Family Planning and Reproductive Health 6,347 * 6,000
Water Supply and Sanitation 1,650 * 0
Education 27,169 * 8,000
Basic Education 27,169 * 8,000
Economic Growth 17,598 * 11,600
Macroeconomic Foundation for Growth 200 * 700
Fiscal policy 100 * 400
Monetary policy 100 * 300
Trade and Investment 1,000 * 1,800
Trade and Investment Enabling Environment 200 * 1,200
Trade and Investment Capacity 700 * 500
Program Support (Trade) 100 * 100
Financial Sector 500 * 400
Financial Sector Enabling Environment 300 * 200
Financial Services 200 * 200
Infrastructure 350 * 0
Modern Energy Services 250 * 0
Communications Services 100 * 0
Agriculture 14,161 * 6,300
Agricultural Enabling Environment 800 * 700
Agricultural Sector Productivity 13,136 * 5,375
Program Support (Agriculture) 225 * 225
Private Sector Competitiveness 900 * 1,900
Business Enabling Environment 400 * 1,000
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(% in Thousands) 2006 2007 2008
Actual Estimate = Request
Private Sector Productivity 325 * 725
Workforce Development 175 * 0
Program Support (Private Sector) 0 * 175
Environment 487 * 500
Natural Resources and Biodiversity 487 * 500

Linkages with the Millennium Challenge Corporation (MCC)
Ghana signed a five-year, $547 million compact with the Millennium Challenge Corporation on
August 1, 2006. Projects are designed to improve the lives of the rural poor by raising farmer
incomes through private sector-led, agribusiness development.

Statement of Changes
Funding levels in DA and P.L. 480 decreased from FY 2006. DA decreased by $12.654 million,
which reduced health and education programs, and P.L. 480 decreased by $15.656 million,
reflecting a phasing out of the food aid program in Ghana. For FY 2008, USG funds will be used
for programs that will support the Government of Ghana's plans to finalize a new comprehensive
decentralization policy, increase fiscal decentralization, and transfer 35,000 to 50,000 civil
servants to the newly created local government service. In addition, U.S. support of
decentralization will strengthen the capacity of local governments and reduce the possibility of
undermining the results of the MCC Compact, which will be implemented through District
Assemblies.
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GUINEA
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Guinea is located in a volatile region that is only now emerging from years of conflict. Guinea's
governing institutions are weak and the country faces a potentially difficult political transition.
Strengthening democratic institutions and promoting good governance will help to ensure
stability in Guinea and will bolster the United States' considerable investments in the fragile
peace in Liberia and Sierra Leone. The government's capacity to provide services has weakened
further as longtime President Conte, aging and in poor health, becomes inconsistent in his strong
control over the government. Union and civil society leaders organized a nationwide strike in
January 2007 calling for a change in government. While the constitution provides for an interim
government and new elections if Conte dies in office or is declared incompetent to govern, the
current Electoral Commission lacks capacity, and negotiated plans for a new, more independent
commission have not been implemented. The justice system and the legislature are weak.
During a transitional period, Guinea would be at risk for a military intervention. The
government's failure to address deteriorating economic conditions has exacerbated popular
dissatisfaction. Its inability to service its debt and its poor governance record has caused some
donors to suspend assistance, exacerbating economic decline. In spite of all this, with the
burgeoning civil society movement, there is opportunity to strengthen good governance,
especially at the grassroots level. Local elections held in December 2005, though flawed, were
Guinea's best-conducted elections ever. Legislative elections are set for June 2007. U.S.
assistance can strengthen representative government in the immediate aftermath.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual | 2007 Estimate | 2008 Request
Peace & Security 496 * 650
Governing Justly & Democratically 3,822 * 5,443
Investing in People 13,545 * 7,100
Economic Growth 6,984 * 2,400
Total 24,847 * 15,593

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Child Survival and Health 7,001 * 6,500
Development Assistance 9,140 * 5,543
Foreign Military Financing 0 * 200
International Military Education & Training 376 * 350
Public Law 480 (Food Aid) 8,330** * 3,000
Total 24,847 * 15,593
Peace Corps 2292 * 2493

**EY 2006 includes $4.798 million of P.L. 480 Title Il emergency food aid. Emergency food aid has not

been allocated to countries in FY 2008

Peace and Security ($0.7 million): Guinea's armed forces are one of the few respected
institutions in the country, but need assistance to enhance their professionalism and to contribute
to regional security. U.S. assistance will include continued support to professionalize the



military, strengthening coastal controls and improving civil-military cooperation. Funding will
support the strengthening of civil-military relations and defense reforms by bringing together
people in the government and in civil society. Funding to prevent trafficking in persons will be a
crucial element in keeping Guinea off the Watch List.

Governing Justly and Democratically ($5.4 million): A political transition is likely in the near
future; however, it is unclear how this will unfold. It is essential that the United States work to
advance democracy and good governance on multiple levels. Funding will support local
government and decentralization programs that will increase the ability of local governments to
govern effectively, transparently and democratically, and improve service delivery. U.S.
assistance will increase citizen awareness of and demand for government transparency,
accountability, and effectiveness by strengthening civil society's capacity to participate more
actively in governance and public affairs. These efforts will be integrated with work of the
United States in other sectors, such as education, health, and natural resource management.
Assistance at national and local levels will be aimed specifically at combating endemic corruption
in Guinea. Additional assistance will prepare for a post-Conte environment and a possible
political transition, strengthening consensus-building processes at national, regional, and local
levels. This approach will allow the flexibility to support programs relevant to the changing
political environment, permitting support for multi-stakeholder dialogues, institutional
development assistance for executive, legislative, judicial, and independent institutions, and
funding for civil society groups to conduct consensus-building forums and uphold democratic
processes related to the transition. Funding to support independent media will involve developing
and strengthening rural radio networks, training media professionals, and media advocacy to
improve the enabling environment.

Investing in People ($7.1 million): Plagued by some of the world's worst health indicators,
funding for maternal and child health, reproductive health, and HIV/AIDS programs will continue
to reduce maternal and child mortality rates, improve reproductive health, and help Guinea
maintain its low HIVV/AIDS prevalence rate while addressing key governance and transparency
issues in the health sector.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Guinea will receive significant
support for bilateral HIV/AIDS programs in FY 2008, with programmatic emphasis on a range of
interventions related to care, treatment, and prevention.

Economic Growth ($2.4 million): Though richly endowed with minerals, Guinea is one of the
poorest countries in the world. The USG will promote a more positive environment for economic
growth and ease conditions of poverty by supporting agricultural sector productivity. Guinea is
working to get back on track with international financial institutions to make progress towards
debt-relief goals.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
24,847 * 15,593
Peace & Security 496 * 650
Stabilization Operations and Security Sector Reform 376 * 550
Defense, Military, and Border Restructuring, Reform and Operations 376 * 550
Transnational Crime 120 * 100
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(% in Thousands) 2006 2007 2008
Actual Estimate = Request

Trafficking-in-Persons and Migrant Smuggling 120 * 100
Governing Justly & Democratically 3,822 * 5,443
Good Governance 1,918 * 2,082
Local Government and Decentralization 1,013 * 1,142
Anti-Corruption Reforms 440 * 635
Program Support (Governance) 465 * 305
Political Competition and Consensus-Building 0 * 635
Consensus-Building Processes 0 * 635
Civil Society 1,904 * 2,726
Civic Participation 1,000 * 1,786
Media Freedom and Freedom of Information 704 * 635
Program Support (Civil Society) 200 * 305
Investing in People 13,545 * 7,100
Health 8,667 * 7,100
HIV/AIDS 2,175 * 2,000
Maternal and Child Health 4,119 * 3,100
Family Planning and Reproductive Health 2,373 * 2,000
Education 4,878 * 0
Basic Education 4,878 * 0
Economic Growth 6,984 * 2,400
Agriculture 6,984 * 2,400
Agricultural Sector Productivity 6,964 * 2,400
Program Support (Agriculture) 20 * 0
Statement of Changes

Funding for Guinea has decreased from FY 2006 levels in DA, CSH and IMET accounts. There
is an overall increase in Governing Justly and Democratically in civil society, consensus building,
anti-corruption, and local government. There is also a decrease of $1 million in maternal and
child health, while support continues for HIV/AIDS. P.L. 480 was decreased by $5.3 million,
which reduced agriculture programs.
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GUINEA-BISSAU
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Guinea-Bissau is currently in its second attempt at a democratic transition since the 1998-1999
civil war. Guinea-Bissau's greatest challenges are: to overcome the legacy of the war for
independence; frequent military intervention; poverty; lack of infrastructure; and high illiteracy
rates. Factionalized political groups and a population that lacks skills, education, and information
hamper Guinea-Bissau's democratic transition. The political class must develop the capacity to
govern effectively, enabling Guinea-Bissau to better address other pressing needs, including
security along the northern border with Senegal's volatile Casamance region, and countering the
burgeoning problem of narcotics trafficking and international crime. The first priority for U.S.
assistance is to sustain this transition by reinforcing democratic practices, strengthening
institutions, and promoting peace and security.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 136 * 100
Governing Justly & Democratically 0 * 600
Total 136 * 700
Request by Account

($ in thousands) | 2006 Actual | 2007 Estimate 2008 Request |

7 Development Assistance 0 * 600
International Military Education & Training 136 100
Total 136 700

Peace and Security ($0.1 million): Through the International Military Education and Training
(IMET) account, funding will build on previous training on civilian control of the military and
respect for human rights to encourage stability and security sector reform. Military education and
training programs will improve the military's ability to operate effectively and efficiently within a
reasonable and manageable budget.

Governing Justly and Democratically ($0.6 million): Funding provided in this area will be
used to improve democratic governance and support civil society. Key challenges facing the
legislature include: monitoring the budget; legislative oversight of the military and security sector
reform; executive-legislative relations; and the institutional development of the legislature. These
challenges are magnified by material and administrative difficulties, including the high level of
illiteracy among members of the National Assembly - about 60 %. Civil society is beginning to
play a role in defending the rights of women and children and demanding basic services such as
education and health care, but it still faces significant challenges integrating into the political
process in a meaningful way. Civil society funding will provide training and capacity building to
organizations promoting reform agendas in the judiciary and government ministries.
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Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request

136 * 700

Peace & Security 136 * 100
Stabilization Operations and Security Sector Reform 136 * 100
Defense, Military, and Border Restructuring, Reform and Operations 136 * 100
Governing Justly & Democratically 0 * 600
Rule of Law and Human Rights 0 * 360
Constitutions, Laws, and Legal Systems 0 * 360
Civil Society 0 * 240
Civic Participation 0 * 240

Statement of Changes
Funding for Guinea-Bissau has increased from FY 2006 levels in DA and decreased in IMET.
The DA increase of $0.6 million in FY 2008 will support rule of law, human rights and civil
society programs. In FY 2008, peace and security programs will continue to be promoted through
IMET.
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KENYA
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Kenya has the potential to become a transformational country and achieve improved standards of
living, improved quality of life, and more transparent, less corrupt and more participatory
democratic governance. Such progress will, however, require an economic growth rate of 7% to
8% per year on a sustained basis. Obstacles include the lack of accountability in government,
poor rural productivity and management of resources, and a workforce in need of better access to
higher quality health care and education. In addition, Kenya's location and institutional
weaknesses have made it especially vulnerable to international terrorism and other transnational
threats, such as arms smuggling, drug trafficking, and money laundering. Despite these
problems, the Kenyan economy grew by 5.8% in 2005. This was mainly achieved through the
resilience, resourcefulness, and improved confidence of the private sector. In addition to further
economic growth, U.S. support has the opportunity to have a positive impact in the areas of peace
and security, good government, health, education and environmental management. Above all,
given the current and historic terrorist threat in Kenya, counter-terrorism activities are critical for
meeting transformational diplomacy goals. Kenya is the linchpin of East African stability and is
a front-line state in the fight against terrorism. Assistance in this area is vital to prevent Kenya
from backsliding into increasing insecurity.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Peace & Security 5,193 * 8,274
Governing Justly & Democratically 5,015 * 4,300
Investing in People 203,994 * 504,600
Economic Growth 22,430 * 22,750
Humanitarian Assistance 32,921 * 500
Total 269,553 * 540,424

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Child Survival and Health 17,840 * 16,950
Development Assistance 21,615 * 28,300
Economic Support Fund 6,420 * 0
Foreign Military Financing 0 * 800
Global HIV/AIDS Initiative 175,950 * 481,000
International Military Education & Training 0 * 550
Nonproliferation, Antiterrorism & Demining 4,763 * 5,824
Public Law 480 (Food Aid) 42,965** * 7,000
Total 269,553 * 540,424
Peace Corps 3124 * 3087

**EY 2006 includes $32.897 million of P.L. 480 Title Il emergency food aid. In addition to $42.965
million, Kenya received an additional $49.5 million of FY 2006 supplemental funds. Emergency food aid

has not been allocated to countries in FY 2008
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Peace and Security ($8.3 million): Despite excellent military-to-military relations with Kenya,
the lack of an Article 98 Agreement currently impedes certain U.S. military assistance funding to
the government. Recent changes in legislation allow for the resumption of IMET programs with
Kenya. The Department continues to seek an Article 98 Agreement with Kenya and hopes that
one will be concluded by FY 2008. U.S. foreign assistance will focus on providing targeted
training to increase the professionalism of the Kenyan military and police. The coastal security
initiative will expand, with new patrols along the southern and northern borders of Kenya.
Training and equipment will assist forces patrolling to secure Kenya's coast and borders, and
funding will support efforts to control the flow of weapons through Kenya. Funding will secure
police armories in the northern provinces in tandem with the United Nations Development
Programme; combat trafficking in persons and alien smuggling; and help to diminish the
underlying conditions that spawn terrorism by bringing increased economic and educational
opportunities to traditionally marginalized groups.

Governing Justly and Democratically ($4.3 million): Presidential and Parliamentary elections
are scheduled for the end of CY 2007. Therefore, FY 2008 will be a critical year for the United
States to support reformers in a new (or renewed) administration. This support will include work
with the parliament and political parties. Funding for anti-corruption reforms will reduce
impunity while also strengthening Kenya's oversight institutions. Parallel investments in judicial
independence will promote a more robust application of the rule of law and human rights. Civil
society efforts will complement programs that work with the government.

Investing in People ($504.6 million): Combating HIVV/AIDS and malaria, maternal and child
health, and family planning, account for the majority of programs under this objective. Given
Kenya's high population growth rate, family planning is essential to ensure that poverty rates do
not escalate. Other health issues will be addressed to increase the productivity of workers,
complementing economic growth activities.

Linkages with the President's Malaria Initiative (PMI): Kenya will be a new PMI country in FY
2008 and support the PMI goal of reducing malaria-related morbidity by 50 percent in the 15
participating African countries. Kenya will achieve this goal over three years by reaching 85%
coverage of vulnerable groups with proven preventive and therapeutic interventions. These
include artemisinin-based combination therapies for the treatment of malaria; a combination of
insecticide-treated mosquito nets and indoor residual spraying to prevent malaria; and intermittent
preventive treatment to address the impact of malaria in pregnancy.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Kenya, a PEPFAR focus country,
will receive significant support for bilateral HIV/AIDS programs in FY 2008. These funds will
be used, under the leadership of the host country government, to scale up integrated prevention,
care and treatment programs throughout the country. PEPFAR support is invested in partnerships
to help the nation build its capacity for a sustainable response. Kenya will also receive PEPFAR
resources for HIV/AIDS outside of the Foreign Operations appropriations.

Improved education contributes directly to better health and greater productivity in the workforce
as well as the promotion of a stable democratic society. The United States will ensure that quality
secular education is available, particularly to girls and children in marginalized areas in the
northern and eastern parts of the country. Kenya participates in the African Education Initiative.
The United States will also seek to ensure that the education policy environment, the information
available to the education system, and technical and managerial capabilities of the teachers and
education officials are enhanced and consistent across all regions of the country.
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Economic Growth ($22.8 million): Kenya's economy depends heavily on agriculture and
tourism, both of which rely on the conservation and sustainable management of the country's rich
diversity of natural resources. U.S. programs will continue to focus heavily on improving
management, investment, policy and monitoring of the environment and associated governing
institutions. Kenya participates in the Initiative to End Hunger in Africa, and the majority of
economic growth funds will help enhance the productivity and competitiveness of key
agricultural sub-sectors, with complementary investments in policy, trade and micro enterprise
development. U.S. assistance programs will also seek to provide assistance to enhance resiliency
and reduce vulnerability of rural household livelihoods in drought-prone arid and semi-arid lands
of Kenya, where conflict over scarce natural resources contributes to instability.

Humanitarian Assistance ($0.5 million): U.S. assistance will support the continuation of the
Famine Early Warning System.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
269,553 * 540,424
Peace & Security 5,193 * 8,274
Counter-Terrorism 4,563 * 5,800
Deny Terrorist Sponsorship, Support and Sanctuary 1,563 * 300
Governments’ Capabilities 3,000 * 5,500
Combating Weapons of Mass Destruction (WMD) 100 * 0
Counter WMD Proliferation and Combat WMD Terrorism 100 * 0
Stabilization Operations and Security Sector Reform 100 * 1,374
Destruction and Security of Conventional Weapons 100 * 24
Defense, Military, and Border Restructuring, Reform and Operations 0 * 1,350
Transnational Crime 0 * 500
Trafficking-in-Persons and Migrant Smuggling 0 * 440
Program Support (Crime) 0 * 60
Conflict Mitigation and Reconciliation 430 * 600
Conflict Mitigation 300 * 350
Peace and Reconciliation Processes 50 * 170
Program Support (Conflict) 80 * 80
Governing Justly & Democratically 5,015 * 4,300
Rule of Law and Human Rights 0 * 700
Judicial Independence 0 * 600
Program Support (Rule of Law) 0 * 100
Good Governance 2,014 * 2,100
Legislative Function and Processes 606 * 750
Anti-Corruption Reforms 1,158 * 900
Program Support (Governance) 250 * 450
Political Competition and Consensus-Building 3,001 * 500
Elections and Political Processes 2,443 * 0
Political Parties 0 * 420
Program Support (Political Competition) 558 * 80
Civil Society 0 * 1,000
Civic Participation 0 * 850
Media Freedom and Freedom of Information 0 * 150
Investing in People 203,994 *|__ 504,600
Health 198,770 *| 499,214
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(% in Thousands) 2006 2007 2008
Actual Estimate = Request

HIV/AIDS 175,950 *| 481,000
Tuberculosis 1,483 * 2,000
Malaria 5,470 * 4,450
Maternal and Child Health 2,797 * 3,714
Family Planning and Reproductive Health 8,898 * 8,050
Water Supply and Sanitation 4,172 * 0
Education 4,019 * 4,550
Basic Education 4,019 * 4,550
Social and Economic Services and Protection for Vulnerable Populations 1,205 * 836
Social Assistance 1,205 * 836
Economic Growth 22,430 * 22,750
Financial Sector 295 * 0
Financial Services 295 * 0
Agriculture 15,011 * 15,650
Agricultural Enabling Environment 100 * 1,200
Agricultural Sector Productivity 13,811 * 13,250
Program Support (Agriculture) 1,100 * 1,200
Private Sector Competitiveness 1,050 * 900
Private Sector Productivity 1,050 * 800
Program Support (Private Sector) 0 * 100
Economic Opportunity 873 * 900
Policy Environment for Micro and Small Enterprises 323 * 200
Strengthen Microenterprise Productivity 550 * 600
Program Support (Econ Opportunity) 0 * 100
Environment 5,201 * 5,300
Natural Resources and Biodiversity 4,294 * 4,300
Program Support (Environment) 907 * 1,000
Humanitarian Assistance 32,921 * 500
Protection, Assistance and Solutions 32,921 * 0
Crisis Assistance and Recovery 32,921 * 0
Disaster Readiness 0 * 500
Capacity Building, Preparedness, and Planning 0 * 500

Linkages with the Millennium Challenge Corporation (MCC)
The Government of Kenya (GOK) submitted a Threshold Proposal for approval by the
Millennium Challenge Corporation in early CY 2007. The two-year program targets procurement
reform throughout the GOK, with a focus on the Ministry of Health. It proposes to address the
issue of corruption directly and complements the ongoing programs in Governing Democratically
and Justly and Investing in People objectives. If approved, it would likely begin in the third
quarter of FY 2007.

Statement of Changes
The Peace and Security program objective has increased significantly, from $5,193,000 in FY
2006 to $8,274,000 in FY 2008. This increase reflects the urgent need to improve the GOK's
capacity to fight terrorism and improve its border security. Increased funding in this area will
also complement ongoing efforts to bring stability and security to neighboring Somalia. A
significant increase in the Investing in People program area (from $203,994,000 in FY 2006 to
$504,600,000 in FY 2008) reflects the plus-up in health-related funding for Kenya from PEPFAR
and the President's Malaria Initiative.
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LESOTHO
Transforming

Obstacles and Opportunities for Advancing Transformational Diplomacy
Lesotho has emerged as a democracy in the years following a failed coup attempt in 1998,
holding successful national and local elections in May 2002 and in April 2005, respectively. The
tiny "mountain kingdom™ has a vibrant civil society and an active political opposition. It also has
a professional military and enjoys excellent relations with South Africa, within which it is
located. Nonetheless, its borders are porous, leaving the country open to terrorists or illicit
trafficking activities.

On the domestic front, the country is challenged by a severe HIV/AIDS epidemic (estimated
HIV/AIDS prevalence among adults is 29%), widespread poverty (most people live well below
the poverty line), high unemployment (the unemployment rate is about 50%) of large numbers of
workers with limited skills and education, and few natural resources. Families live mainly on
subsistence farming and raising cattle, which has seriously eroded the soil.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 0 * 50
Investing in People 0 * 7,500
Total 0 * 7,550
Request by Account

($ in thousands)

Child Survival and Health 0 * 7,500
International Military Education & Training 0 * 50
Total 0 * 7,550
Peace Corps 2297 * 2435

Peace and Security ($50,000): U.S. assistance programs in Peace and Security will focus solely
on peace and security relations. The Lesotho Defense Force (LDF) is an integral part of
Lesotho's democratic institutions, and has been in rebuilding mode since the 1998 attempted coup
d'etat. U.S. assistance will support further development of the professionalism of the LDF. The
Government of Lesotho recently signed an Article 98 agreement, which allows the U.S. to
support the International Military Education and Training (IMET) programs emphasizing
leadership, management, civil/military relations, and human rights. This training is also intended
to safeguard against anti-democratic behavior and to solidify civilian-military coordination and
cooperation.

Investing in People ($7.5 million): U.S. assistance will target HIV/AIDS. It will be used to

increase the capacity of local non-governmental, community and faith-based organizations to
mount a sustainable response to the epidemic.
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Linkages with the President's Plan for AIDS Relief (PEPFAR): Lesotho will receive significant
support for bilateral HIV/AIDS programs in FY 2008, with programmatic emphasis on a range of
interventions related to care, treatment, and prevention. Lesotho will also receive PEPFAR
resources for HIV/AIDS outside of the Foreign Operations appropriations.

Request by Element

(% in Thousands) 2006 2007 2008
Actual | Estimate = Request |
0 * 7,550
Peace & Security 0 * 50
Stabilization Operations and Security Sector Reform 0 * 50
Defense, Military, and Border Restructuring, Reform and Operations 0 * 50
Investing in People 0 * 7,500
Health 0 * 7,500
HIV/AIDS 0 * 7,500

Linkages with the Millennium Challenge Corporation (MCC)
Lesotho is a Millennium Challenge Corporation eligible country. In 2005, Lesotho received a
grant of $1.4 million to assist with proposal development. A compact proposal has since been
submitted to the MCC and the due diligence process is already underway. The proposal focuses
on water/sewage infrastructure, health infrastructure and human resources, and improvements in
the business and investment climate. The former includes the development of industrial and safe,
potable water supplies. Programs to improve the business and investment climate will include
reforms of judicial procedures and commercial law, border and customs procedures, and financial
infrastructure and property rights. All of these activities are aimed at helping Lesotho attract new
investment to develop value-added manufacturing and increase employment.

Statement of Changes
The major change in Lesotho's budget request is an increase in PEPFAR funding.
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LIBERIA
Rebuilding

Obstacles and Opportunities for Advancing Transformational Diplomacy

Liberia's emergence from two decades of civil conflict under new and democratically elected
leadership presents opportunities for peaceful development, rather than destabilization in West
Africa. Liberia faces challenges that are common for post-conflict countries - restoring public
confidence in political, social, and economic institutions, while addressing the forces that created
and sustained the conflict. Liberia must overcome past divisions between the capital and rural
areas that resulted in uneven opportunities for Liberians, a shattered and weak economy, and a
legacy of elite government that exploited the Liberian people and contributed to civil conflict.

The root causes of the civil conflict centered around poor governance and the central
government's failure to address the needs and aspirations of the vast majority of Liberians.
Maintaining stability for Liberia will require simultaneous progress in addressing insecurity; a
culture of impunity, corruption and poor governance; severe gaps in education, health and
economic well-being; and widespread damage to infrastructure. Transforming Liberia into a
democracy requires focusing on strengthening security structures, establishing effective rule of
law, building Liberia's institutional and human capacity, and creating a positive economic
environment that instills confidence and attracts investment.

Resources to Help Advance Transformational Diplomacy

Request by Objective

2007 Estimate

($ in thousands)

2006 Actual

2008 Request

Peace & Security 17,214 * 23,730
Governing Justly & Democratically 19,503 * 26,901
Investing in People 28,591 * 28,844
Economic Growth 26,718 * 36,100
Humanitarian Assistance 13,971 * 0
Total 105,997 * 115,575

Request by Account

2007 Estimate

($ in thousands)

2006 Actual

2008 Request

Child Survival and Health 2,867 * 10,800
Development Assistance 23,726 * 0
Economic Support Fund 42,719 * 73,545
Foreign Military Financing 1,980 * 1,000
International Military Education & Training 130 * 300
International Narcotics Control and Law Enforcement 990 * 4,130
Nonproliferation, Antiterrorism & Demining 220 * 0
Peacekeeping Operations 0 * 16,800
Public Law 480 (Food Aid) 26,971** * 9,000
Transition Initiatives 6,394 * 0
Total 105,997 * 115,575

**FY 2006 includes $26.971 million of P.L. 480 Title Il emergency food aid. Emergency food aid has not

been allocated to countries in FY 2008
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Peace and Security ($23.7 million): The U.S. leads Liberia's security sector reform program,
which is in the process of recruiting, vetting, training, and equipping a 2,000 person army as well
as an entirely new Ministry of Defense staff. The Liberian National Police will receive U.S.
management mentoring, training, and basic infrastructure and equipment. Other U.S.
contributions are intended for the President's protective detail, the Immigration Bureau, and to
improve the appalling conditions in the corrections system.

Governing Justly and Democratically ($26.8 million): Improved governance will enhance
Liberia's stability and help prevent renewed conflict, help address the needs and aspirations of
Liberians, and create the foundation for investment and growth. A critically important U.S.
initiative to improve economic governance, the Governance and Economic Management
Assistance Program (GEMAP) will continue, along with support for strengthening oversight and
accountability of public sector authorities. Programs in the justice sector will help to increase
access to justice through provision of basic legal services and alternatives to formal courts, and at
the same time build capacity in the formal legal system. United States' support for local
elections, along with programs to strengthen the Liberian legislature, political parties, and civil
society will address key gaps and inconsistencies in the country's legal framework, establish
democratic accountability, and contribute to mitigating conflict.

Investing in People ($28.9 million): U.S. assistance to create increased human capacity will
build on the significant humanitarian efforts undertaken during the conflict and immediate post-
conflict period, in order to achieve durable solutions for former combatants, internally displaced
persons, and refugees returning to their communities. Major investments in education are aimed
at increasing school enrollments and improving the quality of education through teacher training
and the provision of needed equipment, material and infrastructure rehabilitation. Support for
vocational training to promote workforce development in potential growth areas will be
continued, and support for higher education will begin. Public health will receive support to
refurbish health facilities and strengthen institutions, national planning, and training of health
professionals. Areas of concentration include maternal and child health as well as HIVV/AIDS and
malaria.

Linkage with the President’s Malaria Initiative (PMI): Liberia will be a new PMI country in FY
2008 and support the PMI goal of reducing malaria-related morbidity by 50 percent in the 15
participating African countries. Liberia will achieve this goal over three years by reaching 85%
coverage of vulnerable groups with proven preventive and therapeutic interventions. These
include artemisinin-based combination therapies for the treatment of malaria; a combination of
insecticide-treated mosquito nets and indoor residual spraying to prevent malaria; and intermittent
preventive treatment to address the impact of malaria in pregnancy.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Liberia will receive significant
support for bilateral HIV/AIDS programs in FY 2008, with programmatic emphasis on a range of
interventions related to care, treatment, and prevention.

Economic Growth ($36.1 million): Agriculture sector productivity is a key component to
reducing hunger, improving nutrition, and increasing incomes for poor rural farmers. The U.S.
program includes support for institutional strengthening, and assistance to the government to
establish policy and regulatory reforms to enable improved productivity and market development.
The program will address the rehabilitation of smallholder tree crop farms, restocking of
decimated food animals with improved species, and training in business management skills,
leadership skills, and good governance for farmers' groups and community-based organizations.
Micro-credit initiatives will be supported to promote small businesses. Through training and
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artisan programs, the United States will strengthen the capacity of Liberians, especially youth and
women, to become productive employees. Concurrently, activities will build the commercial
viability of small businesses, generating the demand for employable Liberians. Support continues
to help expand access to needed energy sources throughout Liberia. A non-emergency food aid
program will support agricultural production and food security, in particular for vulnerable
groups.

The United States will continue its support through the Liberia Forest Initiative and related
activities in GEMAP to improve policies on natural resource commercialization. U.S.-supported
community forestry initiatives to establish sound policies and practices to ensure that the Liberian
population benefits from its forests and related natural resources. Emphasis will be placed on
increasing the transparent and legitimate use, ownership, access, and commercialization of
timber, forest products, minerals, fisheries, and other resources.

Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request

105,997 * 115,575

Peace & Security 17,214 * 23,730
Stabilization Operations and Security Sector Reform 17,214 * 23,730
Operations Support 990 * 3,500
Disarmament, Demobilization & Reintegration (DDR) 13,398 * 0
Defense, Military, and Border Restructuring, Reform and Operations 2,110 * 18,100
Law Enforcement Restructuring, Reform and Operations 220 * 2,130
Program Support (Stabilization) 496 * 0
Governing Justly & Democratically 19,503 * 26,901
Rule of Law and Human Rights 2,500 * 7,200
Justice System 1,906 * 7,020
Human Rights 490 * 0
Program Support (Rule of Law) 104 * 180
Good Governance 17,003 * 15,500
Legislative Function and Processes 3,154 * 940
Public Sector Executive Function 8,820 * 6,580
Local Government and Decentralization 4,533 * 6,500
Anti-Corruption Reforms 0 * 940
Program Support (Governance) 496 * 540
Political Competition and Consensus-Building 0 * 2,201
Elections and Political Processes 0 * 2,069
Program Support (Political Competition) 0 * 132
Civil Society 0 * 2,000
Civic Participation 0 * 1,880
Program Support (Civil Society) 0 * 120
Investing in People 28,591 * 28,844
Health 7,867 * 12,800
HIV/AIDS 989 * 1,000
Malaria 0 * 2,500
Maternal and Child Health 3,785 * 7,300
Family Planning and Reproductive Health 3,093 * 2,000
Education 7,724 * 13,044
Basic Education 7,724 * 12,544
Higher Education 0 * 500
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(% in Thousands) 2006 2007 2008
Actual Estimate = Request

Social and Economic Services and Protection for VVulnerable Populations 13,000 * 3,000
Social Assistance 13,000 * 3,000
Economic Growth 26,718 * 36,100
Infrastructure 16,901 * 10,300
Modern Energy Services 3,201 * 5,000
Transport Services 13,146 * 5,300
Program Support (Infrastructure) 554 * 0
Agriculture 5,015 * 12,756
Agricultural Enabling Environment 0 * 2,350
Agricultural Sector Productivity 5,015 * 10,031
Program Support (Agriculture) 0 * 375
Private Sector Competitiveness 836 * 7,500
Workforce Development 836 * 7,050
Program Support (Private Sector) 0 * 450
Economic Opportunity 2,000 * 2,000
Strengthen Microenterprise Productivity 1,960 * 1,880
Program Support (Econ Opportunity) 40 * 120
Environment 1,966 * 3,544
Natural Resources and Biodiversity 1,966 * 3,451
Program Support (Environment) 0 * 93
Humanitarian Assistance 13,971 * 0
Disaster Readiness 13,971 * 0
Mitigation 13,971 * 0

Statement of Changes

Liberia received $50 million of supplemental ESF funds in FY 2006. Compared to the FY 2006

base budget, funding for Liberia in FY 2008 has increased by $7.933 million in CSH, $30.826
million in ESF, $0.17 million in IMET, $3.140 million in INCLE, and $16.8 million in PKO
accounts. In FY 2008, DA is zeroed out from $23.726 million. This reduction was a strategic
decision to use ESF in Rebuilding countries and DA in Developing countries. There is also a
decrease of $1 million in FMF, and $0.22 million in NADR. In FY 2008, increased attention will
be given to infrastructure and job creation programs to continue the process of long-term
rehabilitation and development. The added emphasis on education better reflects the growing

importance of increased human resource capacity in Liberia.
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MADAGASCAR
Transforming

Obstacles and Opportunities for Advancing Transformational Diplomacy
Madagascar is moving forward in consolidating democracy, developing a free market economy,
combating corruption and trafficking in persons, fighting malaria and HIVV/AIDS, and protecting
its unique environment. Madagascar's biodiversity is consistently identified as one of the highest
conservation priorities in the world, yet the country's biological treasures are threatened by
population pressure, food insecurity and the common practice of slash-and-burn agriculture. On
the security front, Madagascar has insufficient resources to counter terrorism or terrorist-related,
transnational criminal activities such as piracy and trafficking. Weak military and law
enforcement capabilities create an enabling environment that has served as a magnet for terrorist
groups and individuals elsewhere in the past. Ethnic tension between the inhabitants of the coast
and of the highland plateau occasionally gives rise to political friction. Finally, advances in the
political, economic and health spheres are fragile and susceptible to setbacks in this country of
enormous poverty, weak institutions, and shallow-rooted democratic traditions. The United States
and the Government of Madagascar (GOM) concur that improvements in health and economic
growth are central to strengthening country capabilities and performance.

Resources to Help Advance Transformational Diplomacy

Request by Objective
i ($ in thousands) | 2006 Actual | 2007 Estimate 2008 Request |
Peace & Security 231 * 350
Governing Justly & Democratically 1,192 * 1,500
Investing in People 20,285 * 18,601
Economic Growth 16,304 * 12,600
Humanitarian Assistance 437 * 399
Total 38,449 * 33,450

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Child Survival and Health 11,526 * 11,500
Development Assistance 10,266 * 6,600
Foreign Military Financing 0 * 100
International Military Education & Training 231 * 250
Public Law 480 (Food Aid) 16,426 * 15,000
Total 38,449 * 33,450
Peace Corps 2217 * 2207

Peace and Security ($0.4 million): Investments in stabilization operations and security sector
reform will help to improve Madagascar's border controls, develop a viable maritime and coastal
security force and establish a professional explosives ordinance disposal capability. Counter
terrorism programming will provide a foundation for Madagascar's efforts to secure its borders
and improve communications to outlying villages along the coast.

Governing Justly and Democratically ($1.5 million): Independent indices show performance
levels bordering on the average for sustaining partnership countries and the recent successful
December 2006 presidential election is an encouraging sign of Madagascar's progress toward



democracy. To support this positive trend, U.S. resources will continue to focus on strengthening
local government, national anti-corruption efforts and bolstering civil society capacity to enhance
the effectiveness and legitimacy of government.

Investing in People ($18.6 million): Madagascar's primary health challenges are HIVV/AIDS,
chronic child malnutrition and diarrhea, malaria, and maternal and child health. Working in
partnership with the GOM, U.S. resources will help advance community health and food security
priorities by: promoting reproductive, maternal, and childhood health; intensifying essential
nutrition activities; and reducing infectious diseases especially malaria, diarrhea and HIVV/AIDS.
U.S. health sector funding will also improve access to family planning and clean water and
sanitation facilities, which will not only improve maternal and child health, but also contribute to
increased worker productivity and reinforce efforts to conserve Madagascar's unique biodiversity.

Linkage with the President's Malaria Initiative (PMI): Madagascar will be a new PMI country in
FY 2008 and support the PMI goal of reducing malaria-related morbidity by 50 percent in the 15
participating African countries. Madagascar will achieve this goal over three years by reaching
85% coverage of vulnerable groups with proven preventive and therapeutic interventions. These
include artemisinin-based combination therapies for the treatment of malaria; a combination of
insecticide-treated mosquito nets and indoor residual spraying to prevent malaria; and intermittent
preventive treatment to address the impact of malaria in pregnancy.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Madagascar will receive
significant support for bilateral HIV/AIDS programs in FY 2008, with programmatic emphasis on
a range of interventions related to care, treatment, and prevention.

Economic Growth ($12.6 million): U.S. funding will be used to advance efforts to triple
Madagascar's protected areas to 6 million hectares, strengthen the organizational and technical
capacity of local environmental and forest management institutions, and develop economically
viable production forests. This investment is critical to strengthen Madagascar's enabling
environment. U.S. support will focus on: 1) mobilizing productive and environmentally sound
farming systems through a farmer-to-farmer approach; 2) supporting farmer associations to
achieve financial and organizational sustainability; 3) increasing productivity and quality to boost
the competitiveness of targeted value chains; and 4) increasing the ability of farmer associations
to respond to market requirements.

Humanitarian Assistance ($0.4 million): U.S. resources will focus on disaster readiness.
Capacity building, preparedness, and planning are critical for disaster prevention, mitigation and
response, which will help reduce asset and crop losses.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
38,449 *

Peace & Security 231 * 350
Stabilization Operations and Security Sector Reform 231 * 350
Defense, Military, and Border Restructuring, Reform and Operations 231 * 350
Governing Justly & Demaocratically 1,192 * 1,500
Good Governance 1,192 * 1,000
Local Government and Decentralization 0 * 550
Anti-Corruption Reforms 492 * 450
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(% in Thousands) 2006 2007 2008

Actual Estimate = Request

Governance of the Security Sector 700 * 0
Civil Society 0 * 500
Civic Participation 0 * 500
Investing in People 20,285 * 18,601
Health 18,097 * 17,500
HIV/AIDS 1,977 * 1,500
Malaria 2,169 * 2,500
Maternal and Child Health 9,858 * 8,000
Family Planning and Reproductive Health 4,093 * 4,000
Water Supply and Sanitation 0 * 1,500
Education 983 * 0
Basic Education 983 * 0
Social and Economic Services and Protection for Vulnerable Populations 1,205 * 1,101
Social Services 1,205 * 1,101
Economic Growth 16,304 * 12,600
Infrastructure 3,285 * 0
Transport Services 3,285 * 0
Agriculture 5,645 * 8,300
Agricultural Sector Productivity 5,645 * 8,300
Environment 7,374 * 4,300
Natural Resources and Biodiversity 7,374 * 4,300
Humanitarian Assistance 437 * 399
Disaster Readiness 437 * 399
Capacity Building, Preparedness, and Planning 437 * 399

Linkages with the Millennium Challenge Corporation (MCC)
In April 2005, Madagascar became the first country in the world to sign an MCC Compact
designed to shift production from subsistence to a market-driven economy by focusing on land
tenure, agribusiness and the financial sector. The four-year, $110 million MCC program became
fully operational in 2006. The MCC portfolio is complementary to funding requested here with
mutually beneficial investments in agricultural and rural development.

Statement of Changes
The $33.5 million FY 2008 request level for Madagascar is a five million overall decrease from
FY 2006. This decrease reflects moderate reductions in CSH and PL 480 Title 11 (approximately
$1 million) and a $3.6 million reduction in the DA account - a 25% decrease compared to the FY
2006 actual. The DA reduction is confined almost exclusively to the Economic Growth portion of
the program portfolio in which environment and agricultural sector activities have been
strategically focused in recognition of planned increases in MCC Compact funding.
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MALAWI
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
The major obstacle to Malawi's advancement is widespread and chronic poverty that fuels a
vicious cycle of food insecurity, ill health (including a high HIV/AIDS prevalence rate), low
labor productivity and weak economic growth. Malawi's poverty is starkly represented in its
socio-economic indicators: average life expectancy of 37 years, and 55% of the population living
on one dollar or less per day. Food insecurity is widespread and persistent, with 25% of the
population chronically food-insecure. The HIV/AIDS prevalence rate is 14%.The government's
ability to address these problems is hampered by a lack of trained personnel. An estimated 60%
of the government's health worker positions are vacant and only 96 government doctors serve the
entire country.

Malawi moved to multiparty democracy in 1994, after a long period of dictatorship, and has held
three successful national elections since that time. U.S. Government programs are assisting to
expand and consolidate these steps toward democracy and good governance. Sharply improved
fiscal management has recently resulted in Heavily Indebted Poor Countries debt relief for
Malawi, and the Government of Malawi has launched a widespread anti-corruption campaign.
Government policies emphasize economic growth, food security, and health, and Malawi is
gaining international acclaim for its rapid increase of HIV/AIDS anti-retroviral therapy.

Resources to Help Advance Transformational Diplomacy

Request by Objective

(% in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 345 * 300
Governing Justly & Democratically 0 * 1,250
Investing in People 37,175 * 40,904
Economic Growth 10,259 * 16,846
Humanitarian Assistance 161 * 300
Total 47,940 * 59,600

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Child Survival and Health 21,125 * 27,700
Development Assistance 18,632 * 13,600
International Military Education & Training 345 * 300
Public Law 480 (Food Aid) 7,838 * 18,000
Total 47,940 * 59,600
Peace Corps 2107 * 1978

Peace and Security ($0.3 million): U.S. assistance to Malawi promotes stabilization operations
and security sector reform by focusing on defense, military, and border security restructuring,
reform, and operations through training of senior and mid-level officers of the Malawi Defense

Force.



Governing Justly and Democratically ($1.3 million): U.S. assistance will promote political
competition and consensus-building by focusing on elections and political processes.

Investing in People ($40.9 million): The U.S. will support nutrition for households caring for
orphans and vulnerable children and/or chronically ill members. The U.S. will continue effective
health programs in the areas of HIV/AIDS, tuberculosis, malaria, maternal and child health, as
well as family planning and reproductive health. U.S. resources will also contribute substantively
to improving the quality of primary education, the retention of students, the promotion of
effective teaching methodologies (including interactive radio instruction), school administration,
and parental/community involvement. In particular, program activities will encourage and
support disadvantaged children, including girls and orphans, to attend and remain in school.

Linkage with the President's Malaria Initiative (PMI): Malawi will be a new PMI country in FY
2008 and support the PMI goal of reducing malaria-related morbidity by 50 percent in the 15
participating African countries. Malawi will achieve this goal over three years by reaching 85%
coverage of vulnerable groups with proven preventive and therapeutic interventions. These
include artemisinin-based combination therapies for the treatment of malaria; a combination of
insecticide-treated mosquito nets and indoor residual spraying to prevent malaria; and intermittent
preventive treatment to address the impact of malaria in pregnancy.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Malawi will receive significant
support for bilateral HIV/AIDS programs in FY 2008, with programmatic emphasis on a range of
interventions related to care, treatment, and prevention.

Economic Growth ($16.8 million): The U.S. will expand highly regarded and effective
agricultural programs to increase economic growth through higher productivity, irrigation,
improved technologies, increased access to credit, diversification of income sources, and
increased local capacity to develop and implement appropriate market-friendly agricultural
policies. The U.S. will also assist in improving the economic status of micro, small and medium
enterprises (MSMES). Wide-ranging natural resources management and biodiversity activities
will be promoted both to protect the natural environment and to stimulate economic growth
through income-generating activities such as eco-tourism.

To address chronic food insecurity and famine, U.S. resources will support the surveillance and
early warning efforts of the Famine Early Warning System (FEWSNET), the Malawi
Vulnerability Assessment Committee, and nutritional surveillance activities.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
47,940 * 59,600
Peace & Security 345 * 300
Stabilization Operations and Security Sector Reform 345 * 300
Immediate Protection of Civilians in Conflict 0 * 300
Defense, Military, and Border Restructuring, Reform and Operations 345 * 0
Governing Justly & Democratically 0 * 1,250
Political Competition and Consensus-Building 0 * 1,250
Elections and Political Processes 0 * 1,175
Program Support (Political Competition) 0 * 75
Investing in People 37,175 > 40,904
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(% in Thousands)

2006

2008

Actual

Request

Health 23,073 * 35,304
HIV/AIDS 11,369 * 18,000
Tuberculosis 1,384 * 1,000
Malaria 2,045 * 2,500
Maternal and Child Health 4,123 * 9,804
Family Planning and Reproductive Health 4,152 * 4,000

Education 11,912 * 2,000
Basic Education 11,912 * 2,000

Social and Economic Services and Protection for Vulnerable Populations 2,190 * 3,600
Policies, Regulations, and Systems 2,190 * 0
Social Assistance 0 * 3,600

Economic Growth 10,259 * 16,846

Agriculture 6,003 * 12,446
Agricultural Enabling Environment 0 * 500
Agricultural Sector Productivity 5,865 * 11,619
Program Support (Agriculture) 138 * 327

Economic Opportunity 1,149 * 1,400
Inclusive Financial Markets 1,080 * 1,320
Program Support (Econ Opportunity) 69 * 80

Environment 3,107 * 3,000
Natural Resources and Biodiversity 2,921 * 2,820
Program Support (Environment) 186 * 180

Humanitarian Assistance 161 * 300

Disaster Readiness 161 * 300
Capacity Building, Preparedness, and Planning 158 * 300
Program Support (Disaster Readiness) 3 * 0

Linkages with the Millennium Challenge Corporation (MCC)
Malawi is a Millennium Challenge Corporation Threshold country, with the MCC providing
$20.9 million to fight corruption and improve fiscal management, enabling Malawi to strengthen
the legislative and judicial branches of government, provide support for lead anti-corruption
agencies, strengthen independent media coverage, and expand and intensify the work of civil
society organizations.

Statement of Changes

Funding levels for Malawi have increased from FY 2006 due largely to increased funding of
health, agriculture, governance and humanitarian assistance.
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MALI
Transforming

Obstacles and Opportunities for Advancing Transformational Diplomacy
Despite positive economic growth rates on the order of 5% annually over the past decade and
slowly improving access to health care and education, Mali continues to rank near the bottom of
the United Nations Human Development Index, owing primarily to continuing lack of sufficient
access to health care and basic education for a large percentage of the population. While Mali's
resource base, including agriculture and mineral wealth, is extensive and diverse, little value-
added processing occurs, international market linkages remain tenuous, and commerce prevails in
lieu of employment generating investments. Tuareg rebels have recently caused disruption in the
North, the area which poses the greatest challenge to both development and stability.

However, Mali is a thriving, indeed model, Muslim democracy with a strong human rights record,
and serves as a vital partner in the War on Terror (GWOT). Mali currently chairs the Community
of Demaocracies, and is committed to regional economic integration. It is also a key participant in
the Trans-Sahara Counterterrorism Partnership (TSCTP). There are many opportunities to
strengthen and consolidate Mali's democratic institutions, help Mali invest in its people, promote

rapid, sustainable economic growth, and ensure Mali's continued cooperation in the GWOT.
Future growth will depend on employment generating investments, and the development of the
education and health sectors to support an expanding economy.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 564 * 250
Governing Justly & Democratically 1,959 * 2,350
Investing in People 21,292 * 19,480
Economic Growth 15,013 * 7,000
Total 38,828 * 29,080

Request by Account

2006 Actual

2007 Estimate 2008 Request

($ in thousands)

Child Survival and Health 16,554 * 13,845
Development Assistance 15,349 * 12,985
International Military Education & Training 0 * 250
Nonproliferation, Antiterrorism & Demining 564 * 0
Public Law 480 (Food Aid) 6,361** * 2,000
Total 38,828 * 29,080
Peace Corps 3655 * 3795

**FY 2006 includes $6.361 million of P.L. 480 Title 1l emergency food aid. Emergency food aid has not

been allocated to countries in FY 2008

Peace and Security ($0.3 million): The United States can best assist Mali in establishing peace
and security by focusing on assistance that complements and supports Mali's participation in
TSCTP as a U.S. ally in the GWOT. The United States will support training that promotes a
more professional military and augments capabilities to make Mali a more effective actor in the

236



war on terror. A range of development activities in the North complement and balance the
military assistance provided under the TSCTP.

Governing Justly and Democratically ($2.35 million): Strengthening Mali's democracy, a
model for the region, is the United State's foremost foreign policy priority in the country. Given
that Mali has established a democratic system, assistance will focus on ensuring its functionality
at the local level. Local government and decentralization assistance will consolidate Mali's
democratization, stem corruption, and address civil unrest in the North with programs focused on
transparent budget management and citizen participation at the local level. Target communes will
improve budget transparency and increase tax revenues to support health and education services.
The United States will continue to support media freedom and information programs through
community-based radio that will ensure citizen access to information and help build peace and
mitigate conflict in the North.

Investing in People ($19.5 million): Mali's exploding population and unskilled workforce are
major obstacles to its development. These obstacles undermine economic growth and jeopardize
long-term democratic gains. Improved standards of living are essential to sustain Mali's
partnership on counterterrorism. Mali's health and education indicators, while improving slowly,
remain among the worst in the world. The United States will provide HIV/AIDS assistance
focused on prevention and surveillance. U.S. assistance in the area of family planning and
reproductive health will help reduce the world's third-highest birth rates. Maternal and child
health assistance will increase birth preparedness, and immunization, and prevent post partum
hemorrhage. As part of the President's Africa Education Initiative, the United States will improve
basic education through support to Mali's education sector reform program, teacher training, girls'
education, and community participation benefiting public and religious (medersa) schools.
Malaria assistance will address the number-one killer of children under five in Mali.

Linkage with the President’s Malaria Initiative (PMI): Mali will be a new PMI country in FY
2008 and support the PMI goal of reducing malaria-related morbidity by 50 percent in the 15
participating African countries. Mali will achieve this goal over three years by reaching 85%
coverage of vulnerable groups with proven preventive and therapeutic interventions. These
include artemisinin-based combination therapies for the treatment of malaria; a combination of
insecticide-treated mosquito nets and indoor residual spraying to prevent malaria; and intermittent
preventive treatment to address the impact of malaria in pregnancy.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Mali will receive significant
support for bilateral HIV/AIDS programs in FY 2008, with programmatic emphasis on a range of
interventions related to care, treatment, and prevention. Mali will also receive PEPFAR resources
for HIV/AIDS outside of the Foreign Operations appropriations.

Economic Growth ($7.0 million): U.S. assistance will to reduce regulatory and administrative
barriers to trade, as well as support an improved financial sector focused on facilitating new
investment and expanded access to credit, particularly in Mali's rural areas. Under the
Presidential Initiative to End Hunger in Africa, agriculture sector programming will focus on
removing obstacles to agribusiness development and actively promoting agribusiness
development through a value chain approach, including rice and other commodities relevant to
the Millennium Challenge Corporation (MCC) activities. Integrated business development
related assistance will encourage private sector development and investment. Integrated natural
resource management linking tourism, biodiversity, and agro-forestry, while supporting increased
agricultural production will help reduce rural poverty, while simultaneously creating
macroeconomic growth.
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Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request

38,828 * 29,080

Peace & Security 564 * 250
Counter-Terrorism 564 * 0
Deny Terrorist Sponsorship, Support and Sanctuary 564 * 0
Stabilization Operations and Security Sector Reform 0 * 250
Immediate Protection of Civilians in Conflict 0 * 250
Governing Justly & Democratically 1,959 * 2,350
Good Governance 1,610 * 2,000
Local Government and Decentralization 1,110 * 1,480
Program Support (Governance) 500 * 520
Political Competition and Consensus-Building 200 * 0
Elections and Political Processes 200 * 0
Civil Society 149 * 350
Media Freedom and Freedom of Information 80 * 145
Program Support (Civil Society) 69 * 205
Investing in People 21,292 * 19,480
Health 16,554 * 14,545
HIV/AIDS 3,955 * 3,000
Malaria 2,490 * 2,500
Maternal and Child Health 3,583 * 4,245
Family Planning and Reproductive Health 6,526 * 4,500
Water Supply and Sanitation 0 * 300
Education 4,738 * 4,935
Basic Education 4,738 * 4,935
Economic Growth 15,013 * 7,000
Trade and Investment 1,608 * 170
Trade and Investment Enabling Environment 800 * 145
Trade and Investment Capacity 608 * 0
Program Support (Trade) 200 * 25
Financial Sector 1,099 * 550
Financial Services 850 * 460
Program Support (Financial Sector) 249 * 90
Agriculture 10,441 * 5,030
Agricultural Enabling Environment 0 * 500
Agricultural Sector Productivity 9,941 * 3,860
Program Support (Agriculture) 500 * 670
Environment 1,865 * 1,250
Natural Resources and Biodiversity 1,174 * 800
Clean Productive Environment 390 * 250
Program Support (Environment) 301 * 200

Linkages with the Millennium Challenge Corporation (MCC)
On November 13, 20006, the Millennium Challenge Corporation and Government of Mali signed
a five-year, $460.8 million compact designed to reduce poverty through economic growth. U.S.
support for a broad economic growth program will facilitate and leverage the impact of Mali's
MCC compact focused on improved agricultural output and increased export capabilities.
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Statement of Changes
While the MCC program and significant new funding under PMI will substantially increase total
U.S. development funding for Mali, DA will decrease by $2.36 million and CSH will decrease by
$2.71 million from FY 2006 levels. The decrease in DA and CSH resources are reflected in
reduced economic growth and social service delivery programs. There is increased emphasis in
FY 2008 on local government, decentralization and education. NADR funds will be reduced to
$0 in FY 2008, while IMET funds will be increased for training under Peace and Security.
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MAURITANIA
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Ruled by a military junta that came to power in August 2005, Mauritania stands at a historic
crossroad with credible legislative elections held in November and December 2006 and the
potentially first free and fair presidential election in Mauritania's history scheduled for March
2007. Supporting a democratic transition in this Islamic nation with one foot in the Arab League
and the other in the African Union will be one of the most immediate challenges for U.S.
assistance. Mauritania is now an oil exporting nation, and good governance and anti-corruption
programs will be vital to ensure that the revenues generated by oil exports are used for the
sustainable economic development of the nation. Mauritania is a key regional ally in the war on
terror and a core participant in the Trans-Sahara Counter-Terrorism Partnership. Mauritania is
also a low-income nation with very low indicators in health and education (particularly for
women), requiring significant investment to prevent recurring humanitarian crises and to promote

development.

This government will need to develop democratic institutions rapidly and undertake micro- and
macroeconomic reforms to develop a country with little arable land, a fast-growing population,
significant levels of chronic malnutrition, and unresolved ethnic tensions and grievances between
governing White Moors (30%), Black Moors (40%), and Afro-Mauritanians (30%). Mauritania
is also threatened by Islamic radicalism and, in particular, the Salafist Group for Preaching and

Combat terrorist organization.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual | 2007 Estimate | 2008 Request
Peace & Security 0 * 630
Governing Justly & Democratically 0 * 1,320
Investing in People 3,555 * 4,000
Economic Growth 2,510 * 1,000
Total 6,065 * 6,950

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Development Assistance 0 * 1,520
International Military Education & Training 0 * 130
International Narcotics Control and Law Enforcement 0 * 300
Public Law 480 (Food Aid) 6,065** * 5,000
Total 6,065 * 6,950
Peace Corps 2895 * 3408

**EY 2006 includes $4.373 million of P.L. 480 Title Il emergency food aid. Emergency food aid has not

been allocated to countries in FY 2008

Peace and Security ($0.6 million): Assistance will be used to improve the government's
capability to combat terrorism and provide training to Mauritanian security forces. Funds will

also help combat trafficking in persons.
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Governing Justly and Democratically ($1.3 million): The U.S. will provide assistance to the
legislature, and reinforce democratic institutions such as political parties and a free press.
Funding will promote human rights with programs designed to address a troubling history of
slavery, and to redress discrimination against Afro-Mauritanians. Finally, anti-corruption
programs, which will be coordinated with other international financial institutions and donors,
will be designed to ensure that new oil exports are used for investment and rapid development.

Investing in People ($4.0 million): Funding in this area is focused on improving Mauritania's
basic health indicators to help lay the foundation for further development. Child and maternal
health will be addressed through both preventative and treatment programs. Local capacity will
be built to identify and respond to food insecurity problems including access to clean water in
carefully identified populations. Multiple interventions are employed including increased
household income of targeted micro entrepreneurs and community works to build up assets
required to improve production conditions.

Economic Growth ($1.0 million): This funding will be used to build the capacity of micro-
credit institutions through training and a micro-credit fund, resulting in new and expanded
livelihood strategies to earn income for needed food.

Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request

6,065 * 6,950

Peace & Security 0 * 630
Counter-Terrorism 0 * 300
Governments’ Capabilities 0 * 300
Stabilization Operations and Security Sector Reform 0 * 130
Defense, Military, and Border Restructuring, Reform and Operations 0 * 130
Transnational Crime 0 * 200
Trafficking-in-Persons and Migrant Smuggling 0 * 200
Governing Justly & Democratically 0 * 1,320
Good Governance 0 * 770
Legislative Function and Processes 0 * 200
Anti-Corruption Reforms 0 * 250
Governance of the Security Sector 0 * 320
Political Competition and Consensus-Building 0 * 300
Consensus-Building Processes 0 * 100
Political Parties 0 * 200
Civil Society 0 * 250
Media Freedom and Freedom of Information 0 * 250
Investing in People 3,555 * 4,000
Health 3,555 * 4,000
Maternal and Child Health 850 * 4,000
Water Supply and Sanitation 2,705 * 0
Economic Growth 2,510 * 1,000
Agriculture 2,010 * 0
Agricultural Sector Productivity 2,010 * 0
Economic Opportunity 500 * 1,000
Strengthen Microenterprise Productivity 500 * 1,000
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Statement of Changes
Funding for Mauritania has increased from FY 2006 levels in DA by $1.52 million and decreased
in P.L. 480 by $1.1 million. Funding shifted from Economic Growth to Peace and Security and
Governing Justly and Democratically. This strategic shift is necessary to take advantage of the
expected change from military rule to a representative democracy in May 2007. This democratic
opening is significant for the region and the U.S. Government is realigning its resources to
respond.
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MAURITIUS

Sustaining Partnership

Obstacles and Opportunities for Advancing Transformational Diplomacy
Mauritius' economic development and democratic vigor serve as models for the region and
developing nations worldwide despite looming economic challenges. Mauritius is focused on
fostering greater economic growth, strengthening its economic relationship with the United
States, and ensuring domestic, regional and international peace and prosperity. In addition, there
is an important opportunity to foster and develop Mauritius' continued support of

counterterrorism initiatives.

Resources to Help Advance Transformational Diplomacy

Request by Objective

2006 Actual

2007 Estimate

($ in thousands)

2008 Request

Peace & Security 1,003 * 150

Governing Justly & Democratically 0 * 190

Investing in People 14 * 0

Humanitarian Assistance 12 * 0

Total 1,029 * 340

Request by Account

(% in thousands) 2006 Actual 2007 Estimate | 2008 Request

Development Assistance 0 * 190

International Military Education & Training 126 * 150

Nonproliferation, Antiterrorism & Demining 903 * 0

Total 1,029 * 340

Peace and Security ($0.2 million): Mauritius and several other island nations in the Southwest
Indian Ocean are presently the focus of U.S. efforts to assist in the development of coastal and
maritime security capabilities within the region. Foreign assistance resources invested in
Mauritian defense, military, and border security restructuring, reform and operations will improve
and advance stability and security in the region. Specifically, these resources will provide
courses for Mauritius' armed forces, including officer professionalism, organizational planning,
coastal security, and integrated force management, and will also permit the purchase of
appropriate equipment.

Governing Justly and Democratically ($0.2 million): Investments in Mauritius'
judicial/prosecution system will help stem the problem of child prostitution and improve the
country's Tier Two status on the Watch List for Trafficking in Persons. Resources will provide
legal expertise to help Mauritius establish a family court in an already overburdened judicial
system., as the United States continues to engage the Government of Mauritius in providing more
resources to the police and social services, and to enact anti-trafficking legislation.
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Request by Element

($ in Thousands)

2006
Actual

2007
Estimate

2008
Request

1,029 k3 340

Peace & Security 1,003 * 150
Counter-Terrorism 953 * 88
Governments’ Capabilities 903 * 88
Program Support (Counter-Terrorism) 50 * 0
Stabilization Operations and Security Sector Reform 50 * 62
Law Enforcement Restructuring, Reform and Operations 50 * 62
Governing Justly & Democratically 0 * 190
Rule of Law and Human Rights 0 * 190
Justice System 0 * 190
Investing in People 14 * 0
Health 14 * 0
HIV/AIDS 14 * 0
Humanitarian Assistance 12 * 0
Disaster Readiness 12 * 0
Capacity Building, Preparedness, and Planning 12 * 0

Statement of Changes

The FY 2008 request reflects an $853,000 decrease from the FY 2006 actual level. This decrease
is due to the one-time training course on Explosive Incident Countermeasures offered in FY

2006.

244




MOZAMBIQUE
Transforming

Obstacles and Opportunities for Advancing Transformational Diplomacy
Mozambique ranks 168 out of 177 countries on the 2005 United Nations Development Program
Human Development Index despite strong economic growth over the past 12 years. Agriculture
supports 80% of the population, with 54% of the population living at or below the poverty level
of $1 per day (2003 survey). While Mozambique has achieved remarkable gains in economic
growth, malnutrition rates remain high due to low agricultural productivity. A severe,
generalized HIV/AIDS epidemic, with a 16% HIV prevalence rate among adults, is a
complicating factor. In addition to goals to promote economic growth and improve health, the
U.S. and Mozambique are working more closely together on regional security issues.

President Guebuza's government, in office since February 2005, and the U.S. Government have
established a good partnership. In addition to a shared commitment to promote economic growth
and improve health, the two countries are working more closely together on regional security

issues.

Resources to Help Advance Transformational Diplomacy

Request by Objective

2006 Actual

2007 Estimate

($ in thousands)

2008 Request

Peace & Security 2,589 * 800
Governing Justly & Democratically 1,342 * 2,045
Investing in People 96,862 * 243,650
Economic Growth 27,416 * 34,740
Humanitarian Assistance 250 * 200
Total 128,459 * 281,435

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Child Survival and Health 17,262 * 15,650
Development Assistance 13,407 * 21,985
Foreign Military Financing 0 * 200
Global HIV/AIDS Initiative 79,600 * 223,000
International Military Education & Training 245 * 300
International Narcotics Control and Law Enforcement 0 * 300
Nonproliferation, Antiterrorism & Demining 2,344 * 0
Public Law 480 (Food Aid) 15,601 * 20,000
Total 128,459 * 281,435
Peace Corps 2332 * 2494

Peace and Security ($0.8 million): Mozambique is a transit country for terrorists and smugglers
due to porous borders, corruption, and weak law enforcement. U.S. assistance is correspondingly
focused on supporting a coastal security program to help Mozambique control its waters and
coastline, and providing training and equipment to improve the capacity of immigration officials
and border security forces.
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Governing Justly and Democratically ($2.0 million): Limited government connection with the
public and corruption persist which could undermine government legitimacy and effectiveness
over time. Improvements in municipal governance offer the best opportunity to build trust. In
selected municipalities, U.S. resources will support the creation of models of effective democratic
governance, characterized by better administrative and financial capacity, accountable and
capable elected officials, and increased civic participation. U.S. assistance will help fight
corruption through training and technical assistance and by integrating anti-corruption efforts into
programs aiding municipalities. To support continued free and fair elections, a modest share of
U.S. assistance will provide election monitoring of the municipal elections scheduled for 2008
and the presidential elections for 2009.

Investing in People ($243.7 million): U.S. resources will be used to implement activities to
improve the health of Mozambican families to enable them to use locally grown crops more
effectively for family needs, and to become stronger, more productive, less vulnerable to disease,
and more effective participants in community health and development. U.S. provided water and
sanitation resources will not only help to mitigate water-related diseases such as diarrhea and
cholera, but also will help improve public health generally and promote economic growth.

Linkage with the President's Malaria Initiative (PMI): In FY 2008, Mozambique will continue to
support the PMI goal of reducing malaria-related morbidity by 50% by reaching 85% coverage of
vulnerable groups with proven preventive and therapeutic interventions.

Linkages with the President's Plan for AIDS Relief (PEPFAR): PEPFAR funds will be used,
under the leadership of the host country government, to scale up integrated prevention, care and
treatment programs throughout the country.

Economic Growth ($34.7 million): Poverty alleviation through broad-based economic growth is
the top priority of the Government of Mozambique. To achieve this, the Government is
simultaneously addressing constraints to smallholder agriculture and trying to attract investment
in labor-intensive manufacturing by creating an environment that is attractive to investors. U.S.
resources support interventions in both of these areas. U.S. funding is also creating a more
hospitable business environment through technical assistance to develop and implement sound
economic policy. Finally, U.S. resources will build capacity within the private sector to advocate
for a better business environment and to create a sustainable tourist industry.

Humanitarian Assistance ($0.2 million): Technical assistance will be provided to enhance the
ability of the Ministry of Agriculture to deliver early warnings, conduct needs assessments, and
develop both national and regional emergency early warning monitoring capability over the next
five years.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
128,459 * 281,435
Peace & Security 2,589 * 800
Stabilization Operations and Security Sector Reform 2,589 * 800
Operations Support 0 * 200
Destruction and Security of Conventional Weapons 2,344 * 0
Defense, Military, and Border Restructuring, Reform and Operations 245 * 600
Governing Justly & Democratically 1,342 * 2,045
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(% in Thousands)

2006

2008

Actual

Request

Good Governance 1,342 * 1,845
Local Government and Decentralization 500 * 900
Anti-Corruption Reforms 477 * 600
Program Support (Governance) 365 * 345

Political Competition and Consensus-Building 0 * 200
Elections and Political Processes 0 * 200

Investing in People 96,862 *| 243,650

Health 96,862 *| 243,650
HIV/AIDS 79,600 *| 223,000
Tuberculosis 989 * 1,500
Malaria 6,259 * 5,150
Other Public Health Threats 227 * 0
Maternal and Child Health 4,251 * 8,500
Family Planning and Reproductive Health 5,536 * 5,500

Economic Growth 27,416 * 34,740

Trade and Investment 750 * 1,940
Trade and Investment Enabling Environment 520 * 1,080
Trade and Investment Capacity 0 * 560
Program Support (Trade) 230 * 300

Financial Sector 100 * 0
Financial Sector Enabling Environment 100 * 0

Agriculture 24,157 * 25,940
Agricultural Enabling Environment 256 * 1,200
Agricultural Sector Productivity 23,717 * 23,440
Program Support (Agriculture) 184 * 1,300

Private Sector Competitiveness 926 * 2,600
Business Enabling Environment 641 * 2,300
Program Support (Private Sector) 285 * 300

Environment 1,483 * 4,260
Natural Resources and Biodiversity 995 * 2,000
Clean Productive Environment 0 * 1,760
Program Support (Environment) 488 * 500

Humanitarian Assistance 250 * 200

Disaster Readiness 250 * 200

Capacity Building, Preparedness, and Planning 250 * 200

Linkages with the Millennium Challenge Corporation (MCC)

Mozambique and the MCC are expected to enter into a compact in late FY 2007 for
approximately $260 million over five years, targeted on the poorest regions of the country. The
program under design will concentrate on private sector development, water and sanitation and
other key infrastructure intended to increase the region's productivity and competitiveness.

Statement of Changes
Funding for Mozambique has significantly increased from FY 2006. This is due in large part to
increased HIVV/AIDS funding. The Economic Growth Objective for FY 2008 has likewise
increased due heightened P.L. 480 Title 1l funding levels.
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NAMIBIA
Transforming

Obstacles and Opportunities for Advancing Transformational Diplomacy
Namibia, one of the youngest democracies in Africa, is performing well according to independent
analyses of governance and democracy measures. However, given the short history of
democracy, Namibian institutions are young and remain vulnerable to mismanagement as they
are challenged to simultaneously address numerous formidable development challenges. Acute
economic disparities in Namibia hinder economic development needed to sustain democratization
and improve health. Half of Namibia's population survives on about 10% of national income;
many live well below the poverty line. Namibia is struggling to transform an economy that is too
heavily reliant on the export of primary resources with little value added. Compounding this
problem, Namibia is constrained by its arid environment and decades of apartheid-era under-
investment in education that has led to a low-skilled workforce with high unemployment.
HIV/AIDS and tuberculosis epidemics present severe obstacles to Namibia's progress toward a
stable market-oriented democracy and poverty reduction. The United States has experience and
comparative advantage in assisting Namibia to fight these epidemics. Working to improve the
quality of basic education is a U.S. assistance priority in Namibia.

Resources to Help Advance Transformational Diplomacy

Request by Objective
i ($ in thousands) | 2006 Actual | 2007 Estimate 2008 Request |
Peace & Security 0 * 100
Governing Justly & Democratically 762 * 0
Investing in People 55,135 * 115,225
Economic Growth 3,850 * 0
Total 59,747 * 115,325

Request by Account

($ in thousands)

| 2006 Actual | 2007 Estimate 2008 Request |

Child Survival and Health 1,168 * 1,200
Development Assistance 7,079 * 3,025
Global HIV/AIDS Initiative 51,500 * 111,000
International Military Education & Training 0 * 100
Total 59,747 * 115,325
Peace Corps 2648 * 2661

Peace and Security ($0.1 million): The United States seeks to expand connections with
Namibia's military leaders and support their interest in strengthening both regional civil-military
and military-to-military relations, as well as improve their capacity to participate meaningfully in
peacekeeping operations. U.S. assistance will be used to send Namibian Defense Force officers
and Non-Commissioned Officers to courses such as Command and General Staff College and the
Sergeant Major's Academy. These courses reinforce democratic principles by teaching the role of
the military in democracy, the centrality of human rights, and the primacy of law.

Investing in People ($115.2 million): Basic education is a key requirement for the skilled work
force that is necessary for economic growth. While access to education has improved since
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Independence, problems of quality, content, and retention continue to disadvantage a large
portion of the population. The main challenge now is to ensure that learners receive quality
teaching in key subject areas.

Utilizing resources provided under the President's Africa Education Initiative, U.S. assistance will
focus on improving the quality of primary education by enhancing the teaching skills of grade
one through seven teachers in six disadvantaged regions of Namibia in three core subjects -
English, science and math. U.S. technical assistance will help the Ministry of Education
implement national standards that are designed to improve the quality of education at the school
level and sustain necessary education reforms.

Namibia has one of the most severe tuberculosis (TB) epidemics in the world, with the second
highest case notification rate according to the 2006 World Health Organization Global TB report.
The estimated number of TB patients that are HIV positive is 58%, making it the leading cause of
death for people living with AIDS. U.S. assistance to fight the TB epidemic in Namibia will be
programmed to: expand effective community-based treatment and reinforce prevention, palliative
care, and support; improve quality control efforts to strengthen case detection capacity and cure
of smear-positive TB patients; and strengthen TB drug management and government efforts to
ensure a regular supply of TB drugs and diagnostic materials, supervise key operations at an
intermediate and district level, and reinforce the current TB recording/reporting system.

Linkages with the President's Plan for AIDS Relief (PEPFAR):

Namibia, a PEPFAR focus country, will receive significant support for bilateral HIV/AIDS
programs in FY 2008. These funds will be used, under the leadership of the host country
government, to scale up integrated prevention, care and treatment programs throughout the
country. PEPFAR support is invested in partnerships to help the nation build its capacity for a
sustainable response. Namibia will also receive PEPFAR resources for HIVV/AIDS outside of the
Foreign Operations appropriations.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
59,747 * 115,325
Peace & Security 0 * 100
Stabilization Operations and Security Sector Reform 0 * 100
Defense, Military, and Border Restructuring, Reform and Operations 0 * 100
Governing Justly & Democratically 762 * 0
Good Governance 305 * 0
Legislative Function and Processes 232 * 0
Program Support (Governance) 73 * 0
Civil Society 457 * 0
Civic Participation 348 * 0
Program Support (Civil Society) 109 * 0
Investing in People 55,135 *| 115,225
Health 52,668 *| 112,200
HIV/AIDS 51,500 *| 111,000
Tuberculosis 1,168 * 1,200
Education 2,467 * 3,025
Basic Education 2,467 * 3,025
Economic Growth 3,850 * 0
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(% in Thousands) 2006 2007 2008

Actual Estimate = Request

Environment 3,850 * 0
Natural Resources and Biodiversity 3,365 * 0
Program Support (Environment) 485 * 0

Linkages with the Millennium Challenge Corporation (MCC)
In November 2005, Namibia was selected as an eligible country for the Millennium Challenge
Account (MCA). Should a compact be approved, it is expected to focus on critical aspects of
rural development, considered key to economic growth and poverty reduction.

Statement of Changes
Given its status as MCA eligible and a PEPFAR focus country, overall foreign assistance
resources requested for Namibia will increase in FY 2008. Based on sustained progress in
indicators measuring Governing Justly and Democratically and Economic Growth, some program
elements (Natural Resources and Biodiversity and Good Governance and Civil Society) will end

in FY 2007, and programs will phase out in FY 2008. Funding for Investing in People (Basic
Education) will increase.
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NIGER

Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Niger is a young democracy struggling to consolidate its democratic political gains against a
variety of internal and external destabilizing forces. This democracy is under threat from Islamic
extremism crossing the border from Nigeria, and terrorist groups operating across the Sahel.
Chronic malnutrition and desperate poverty threaten its 95% Muslim population, necessitating
frequent emergency humanitarian interventions by the international donor community. Niger's
education and health indicators are at or near the bottom of the United Nation's development
index. The country is landlocked and high transportation costs are a challenge for global
competitiveness. It has an unsustainably high birth rate and very little water or arable land.
These challenges far outstrip current available resources. Assistance that will improve the daily
lives of people, including economic conditions, is essential to sustaining democratization and

partnership on counter-terrorism.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Peace & Security 905 * 1,100
Governing Justly & Democratically 0 * 1,300
Investing in People 4,945 * 5,605
Economic Growth 11,600 * 10,500
Humanitarian Assistance 2,900 * 0
Total 20,350 * 18,505

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Development Assistance 0 * 3,405
International Military Education & Training 0 * 100
Nonproliferation, Antiterrorism & Demining 905 * 0
Public Law 480 (Food Aid) 19,445** * 15,000
Total 20,350 * 18,505
Peace Corps 2812 * 2992

**EY 2006 includes $16.697 million of P.L. 480 Title Il emergency food aid. Emergency food aid has not
been allocated to countries in FY 2008

Peace and Security ($1.1 million): Niger is a valuable ally in the Global War on Terror. Itisa
core participant in the Trans-Sahara Counter-Terrorism Partnership (TSCTP). Assistance in this
objective is designed to complement ongoing TSCTP activities and train Niger's security forces.

Governing Justly and Democratically ($1.3 million): As a young, growing democracy, Niger
needs additional assistance to reinforce its existing success. Advancements in democracy and
governance are particularly crucial in areas threatened by Islamic extremism. An effective,
transparent, and participatory decentralization process is essential not only to advance
democratization in Niger, but also to involve citizens and other actors at the local level in order to
address chronic issues such as food insecurity and to combat extremism. Vitally important
elections in 2009 will represent the first successful transfer of power from one democratically-
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elected government to another, a key milestone. Funding to support the decentralization process,
as well as elections support, will help to strengthen this young democracy's ability to govern.

Investing in People ($5.6 million): Niger has one of the highest infant mortality rates in the
world, as well as a very high birth rate and low literacy rates. Funding in maternal and child
health is designed to address these problems. Additional funding will address general weakness
in the public health sector and a pressing need for clean water. Assistance to an education
program is designed to bring Niger up from near bottom in global literacy figures, with a
particular focus on women's education where Niger ranks last among the countries for which data
is available. Attention to education also allows presenting alternatives to extremist views
promoted in educational institutions sponsored by Islamic radicals.

Economic Growth ($10.5 million): Niger suffers from a chronic nutritional crisis and is one of
the least developed countries in the world. Assistance in this area is intended to bolster economic
growth and help Niger deal with its nutritional crisis and burgeoning population. U.S. assistance
will build on successful food security interventions currently underway in agricultural, agro-
pastoral and pastoral areas to further increase the food security of the most vulnerable
populations. Through an integrated, multi-sectoral approach, the funds will be used to enhance
agricultural productivity. This funding will support the U.S. commitment to the African Union's
Comprehensive African Agricultural Development Program in food-stressed countries.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
20,350 *

Peace & Security 905 * 1,100
Counter-Terrorism 905 * 1,050
De-Legitimize Terrorist Ideology 0 * 1,000
Governments’ Capabilities 0 * 50
Program Support (Counter-Terrorism) 905 * 0
Stabilization Operations and Security Sector Reform 0 * 50
Defense, Military, and Border Restructuring, Reform and Operations 0 * 50
Governing Justly & Democratically 0 * 1,300
Good Governance 0 * 1,300
Local Government and Decentralization 0 * 1,300
Investing in People 4,945 * 5,605
Health 4,945 * 4,500
Maternal and Child Health 4,945 * 4,500
Education 0 * 1,105
Basic Education 0 * 1,105
Economic Growth 11,600 * 10,500
Agriculture 11,600 * 10,500
Agricultural Sector Productivity 11,600 * 10,500
Humanitarian Assistance 2,900 * 0
Protection, Assistance and Solutions 2,900 * 0
Crisis Assistance and Recovery 2,900 * 0
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Linkages with the Millennium Challenge Corporation (MCC)
Niger was selected as a Millennium Challenge Corporation threshold eligible country in
November 2006 and is currently preparing a proposal for MCC threshold funding in the areas of
controlling corruption and improving access of young girls' to quality basic education.

Statement of Changes
Funding for Niger has increased from FY 2006 levels in DA and decreased in P.L. 480. The DA
account increases from $0 to $3.4 million, which will help strengthen local government and
decentralization programs. P.L. 480 decreased by $4.45 million.
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NIGERIA
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
The greatest constraints to Nigeria's advancement are deeply entrenched poverty and
unemployment, which breed: disaffection in youth and provide an entry point for Islamic
extremism; continued pervasive corruption; and ineffective governance. Decades of
unaccountable rule eroded health and education infrastructure, failed to adequately address the
growing HIV/AIDS threat, suppressed democratic institutions, and stifled job creation. The
incumbent government has acted to reverse these trends, and demonstrated commitment to
reform. The prioritized goals of the United States in its development partnership with Nigeria are
to: strengthen social stability through improved social services; strengthen transparent and
accountable governance; promote a more market-led economy; and enhance Nigeria's capacity as
a responsible regional and trade partner. Professionalism and reform of the security services are
important components of this partnership. Given Nigeria's size and limited resources, focus will
be on the impoverished Muslim North and oil-rich Niger Delta.

Resources to Help Advance Transformational Diplomacy

Request by Objective
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 3,372 * 5,350
Governing Justly & Democratically 8,346 * 13,200
Investing in People 166,421 * 507,500
Economic Growth 2,215 * 7,500
Total 180,354 * 533,550
Request by Account

2006 Actual

($ in thousands)

2007 Estimate 2008 Request

Child Survival and Health 21,544 * 31,300
Development Assistance 12,488 * 31,400
Economic Support Fund 4,950 * 0
Foreign Military Financing 990 * 1,350
Global HIV/AIDS Initiative 138,600 * 467,500
International Military Education & Training 792 * 800
International Narcotics Control and Law Enforcement 990 * 1,200
Total 180,354 * 533,550

Peace and Security ($5.4 million): Funding will continue to provide equipment and training for
Nigerian peacekeeping forces while promoting effective civilian oversight of the military and its
adherence to human rights norms. Expanded law enforcement programs will improve Nigeria's
human rights record and restore public faith and cooperation with the security services. Funding
will increase the capacity of government institutions, civil society, political parties, and other
stakeholders to prevent, manage, and mitigate the impact of conflict. The U.S. program will also
build Nigeria's capability to address narcotics trafficking, with a focus on interdiction efforts.
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Governing Justly and Democratically ($13.2 million): Funding will advance the rule of law by
strengthening the capacity and transparency of the justice system, and build judicial independence
at the federal level. Good governance and anti-corruption reform will be advanced by creating
more responsive governance structures at the national and local levels, improving service
delivery, and strengthening budget management capacity and fiscal oversight. The United States
will work directly with a diverse cross section of Nigerian civil society organizations, building
their internal management capacity and strengthening their ability to engage with the government
on issues of fiscal accountability, budget monitoring, and extractive industries transparency.
Resources will support post-election activities working to improve the organizational
development of political parties, foster the independence of the electoral commission, and to
improve civil society oversight of redistricting.

Investing in People ($507.5 million): The United States' ability to help Nigeria address the
fundamental health and education of its citizens directly impacts governance, stability, and
economic growth. The United States will support increased access to quality family planning and
reproductive health services. Maternal and child health efforts will focus on routine
immunization, polio eradication, birth preparedness, and maternity services. With a child malaria
mortality burden of over 300,000 preventable deaths per year, the United States will also increase
access to proven preventive and curative interventions, including insecticide treated nets, net
retreatment Kits, and malaria treatment for children and pregnant women. Nigeria has the largest
tuberculosis (TB) burden in Africa. To reduce death and disability, especially in the vulnerable
co-infected HIV/AIDS population, U.S. assistance will double the case detection rate and halve
the incidence of TB over the next 10 years. Funding will support equitable access to quality basic
education through teacher training, infrastructure improvement, and community involvement,
focusing on public schools as well as Islamiyyah schools that provide both secular and religious
education. U.S. assistance will foster higher education partnerships between American and
Nigerian universities, focusing on those in the north and the volatile Delta regions.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Nigeria, a PEPFAR focus
country, will receive significant support for bilateral HIVV/AIDS programs in FY 2008. These
funds will be used, under the leadership of the host country government, to scale up integrated
prevention, care and treatment programs throughout the country. PEPFAR support is invested in
partnerships to help the nation build its capacity for a sustainable response. Nigeria will also
receive PEPFAR resources for HIV/AIDS outside of the Foreign Operations appropriations.

Economic Growth ($7.5 million): Funding will build trade and investment capacity and
improve the enabling environment for agriculture and microfinance. U.S. agricultural sector
productivity resources will accelerate the uptake of proven production, processing, and marketing
technologies and stimulate job creation through the growth of agribusiness enterprises. U.S.
assistance will also focus on expanding investment opportunities, which are hindered by limited
access to market-driven commercial financial services, including microfinance. Assistance will
also help to expand access to market-driven vocational and technical training linked with
employment opportunities in the private sector, and promote development of entrepreneurial
skills. Funds will be used to help develop a policy environment for micro, small, and medium-
sized enterprises. Funds will also support customs regulation and policy reform to encourage
internal and external trade, taking advantage of African Growth and Opportunity Act incentives
for trade with the United States, and development of private sector capacity to meet international
trade and export standards.
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Request by Element

($ in Thousands)

2006
Actual

2007
Estimate

2008
Request

180,354 * 533,550

Peace & Security 3,372 * 5,350
Stabilization Operations and Security Sector Reform 1,782 * 2,750
Defense, Military, and Border Restructuring, Reform and Operations 1,782 * 2,150
Law Enforcement Restructuring, Reform and Operations 0 * 400
Program Support (Stabilization) 0 * 200
Counter-Narcotics 495 * 600
Interdiction 95 * 250
Program Support (Narcotics) 400 * 350
Transnational Crime 945 * 0
Financial Crimes and Money Laundering 95 * 0
Trafficking-in-Persons and Migrant Smuggling 450 * 0
Program Support (Crime) 400 * 0
Conflict Mitigation and Reconciliation 150 * 2,000
Conflict Mitigation 0 * 1,907
Peace and Reconciliation Processes 150 * 0
Program Support (Conflict) 0 * 93
Governing Justly & Democratically 8,346 * 13,200
Rule of Law and Human Rights 0 * 3,500
Judicial Independence 0 * 1,352
Justice System 0 * 1,805
Program Support (Rule of Law) 0 * 343
Good Governance 3,546 * 3,800
Legislative Function and Processes 1,000 * 0
Local Government and Decentralization 1,341 * 1,795
Anti-Corruption Reforms 250 * 1,794
Program Support (Governance) 955 * 211
Political Competition and Consensus-Building 4,800 * 2,400
Elections and Political Processes 4,800 * 1,997
Program Support (Political Competition) 0 * 403
Civil Society 0 * 3,500
Civic Participation 0 * 3,200
Program Support (Civil Society) 0 * 300
Investing in People 166,421 *|__ 507,500
Health 160,144 *| 498,800
HIV/AIDS 138,600 *| 467,500
Tuberculosis 1,582 * 2,600
Malaria 2,661 * 2,500
Maternal and Child Health 3,856 * 13,000
Family Planning and Reproductive Health 13,445 * 13,200
Education 6,277 * 8,700
Basic Education 6,277 * 7,700
Higher Education 0 * 1,000
Economic Growth 2,215 * 7,500
Trade and Investment 0 * 1,000
Trade and Investment Enabling Environment 0 * 449
Trade and Investment Capacity 0 * 448
Program Support (Trade) 0 * 103
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(% in Thousands) 2006 2007

2008

Actual Estimate = Request

Financial Sector 390 * 0
Financial Services 390 * 0
Agriculture 1,825 * 4,000
Agricultural Enabling Environment 342 * 901
Agricultural Sector Productivity 1,483 * 2,704
Program Support (Agriculture) 0 * 395
Private Sector Competitiveness 0 * 1,000
Workforce Development 0 * 879
Program Support (Private Sector) 0 * 121
Economic Opportunity 0 * 1,500
Inclusive Financial Markets 0 * 448
Policy Environment for Micro and Small Enterprises 0 * 893
Program Support (Econ Opportunity) 0 * 159

Statement of Changes
Funding for Nigeria has increased from FY 2006 levels in CSH and DA and decreased in ESF.
CSH increased by $9.76 million, which will promote health programs and result in increases in
maternal and child health programs. The CSH increase will be critical to USAID support for
Nigeria polio eradication, particularly to focus activities in Northern Nigeria which has been the
most problematic area in performance. DA increased by $18.9 million while ESF was zeroed out
from $4.95 million. This reduction was a strategic decision to use ESF in Rebuilding Countries
and DA in Developing Countries. The increase in DA will strengthen Governing Justly and
Democratically and Economic Growth programs. Efforts to counter terrorism will increase,
across objectives, through expanded conflict mitigation, civil society strengthening, health,
education and agriculture activities in northern Nigeria. Significant increases in funding for
HIV/AIDS from the GHAI account will be used to expand HIV/AIDS prevention, care, and
treatment programs.
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REPUBLIC OF THE CONGO
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
The Republic of the Congo (ROC) is emerging from several years of conflict that have had a
severe impact on its economy and infrastructure and on the education and health of its people.
The government does not yet have the capacity to adequately address the country's needs; as a
consequence, movement towards transformational development has been slow. The ROC is a
country rich in natural resources, However, the country's wealth has not trickled down to the
general populace. Programs aimed at enhancing security are an essential part of U.S. efforts to
bolster stability in the ROC.

Resources to Help Advance Transformational Diplomacy

Request by Objective

2006 Actual

($ in thousands)

2007 Estimate 2008 Request

Peace & Security 155 * 100
Humanitarian Assistance 784 * 0
Total 939 * 100

Request by Account
i ($ in thousands) | 2006 Actual = 2007 Estimate | 2008 Request |
International Military Education & Training 155 * 100
Public Law 480 (Food Aid) 784** * 0
Total 939 * 100

**EY 2006 includes $.784 million of P.L. 480 Title Il emergency food aid. Emergency food aid has not
been allocated to countries in FY 2008

Peace and Security ($0.1 million): Assistance will support Congolese efforts to professionalize
its security forces. The U.S. military training program will provide courses on civil-military
relations, human rights, and the English language for Congolese military forces. The U.S. will
also monitor the steps taken by the government to further economic and political reforms.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
939 * 100
Peace & Security 155 * 100
Stabilization Operations and Security Sector Reform 155 * 100
Defense, Military, and Border Restructuring, Reform and Operations 155 * 100
Humanitarian Assistance 784 * 0
Protection, Assistance and Solutions 784 * 0
Crisis Assistance and Recovery 784 * 0
Statement of Changes

Funding for the ROC has decreased from FY 2006 levels. U.S. assistance will continue to focus
on defense, military, and border restructuring reform and operations.
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RWANDA
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Rwanda is still struggling to overcome its past and modernize its economy. The legacy of the
devastating civil war and 1994 genocide underlies the challenges faced by a government
attempting to balance the goals of internal security, democracy, and economic development.
While the Rwandan government has made great progress in rebuilding the country, many
problems remain. Rwanda has the potential to develop into a positive and stabilizing force in the
Great Lakes region through the bolstering of the government's ability to rule justly and fairly,
provide basic services for the populace, and foster economic growth.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual | 2007 Estimate | 2008 Request
Peace & Security 288 * 400
Governing Justly & Democratically 1,629 * 2,300
Investing in People 76,267 * 129,202
Economic Growth 17,075 * 10,300
Total 95,259 * 142,202
Request by Account
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Child Survival and Health 7,284 * 8,702
Development Assistance 7,257 * 7,100
Global HIV/AIDS Initiative 60,000 * 116,000
International Military Education & Training 288 * 400
Public Law 480 (Food Aid) 20,430** * 10,000
Total 95,259 * 142,202

**EY 2006 includes $7.967 million of P.L. 480 Title Il emergency food aid. Emergency food aid has not
been allocated to countries in FY 2008

Peace and Security ($0.4 million): International Military Education and Training (IMET) funds
will continue to enhance the professional, technical, and tactical proficiency of the Rwandan
armed forces. African Contingency Operations Training and Assistance complements and
reinforces IMET assistance, by providing training to strengthen the military's capacity to
participate in peacekeeping operations throughout the continent.

Governing Justly and Democratically ($2.3 million): For a nation of over eight million,
Rwanda has only 250 judges, 90 prosecutors, and 150 attorneys. Access to an attorney is
financially, logistically, and practically beyond reach for almost all. The United States supports
the rule of law and human rights through programs intended to strengthen the justice system,
improve journalism, build capacity of local governments, promote national reconciliation, and
strengthen civil society. The Rwandan media have had limited access to training. U.S. assistance
for a journalism training center will increase professionalism and create a more reliable and
credible media. In support of the Government of Rwanda's comprehensive decentralization
program, the United States is assisting local governments in 12 of the nation's 30 districts in
planning, budgeting, coordination and execution. Programs also increase the capacity of local
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civil society organizations to participate in the decentralization process and provide input to local
governments.

Investing in People ($129.2 million): Rwanda's under-five mortality and life expectancy
indicators are among the worst in Africa. U.S. assistance supports family planning and
reproductive health, and maternal and child health; these programs will help to reduce maternal
and under-five mortality rates. Safe motherhood programs complement HIVV/AIDS prevention by
working with prevention of maternal-to-child transmission programs funded through the
President's Emergency Plan for AIDS Relief (PEPFAR). Furthermore, these programs will slow
population growth and increase overall productivity and economic growth. Through the
President's Africa Education Initiative, U.S. assistance also supports basic education through
workforce development for youth, which will contribute to overall productivity and economic
growth. P.L. 480 food aid programs will provide social assistance through food distribution to
the most needy and vulnerable populations. Funding malaria programs through the President's
Malaria Initiative will have a similar effect because malaria is the primary cause of mortality in
Rwanda.

Linkage with the President’s Malaria Initiative (PMI): In FY 2008, Rwanda will continue to
support the PMI goal of reducing malaria-related morbidity by 50% by reaching 85% coverage of
vulnerable groups with proven preventive and therapeutic interventions. These include
artemisinin-based combination therapies for the treatment of malaria; a combination of
insecticide-treated mosquito nets and indoor residual spraying to prevent malaria; and intermittent
preventive treatment to address the impact of malaria in pregnancy.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Rwanda, a PEPFAR focus
country, will receive significant support for bilateral HIVV/AIDS programs in FY 2008. These
funds will be used, under the leadership of the host country government, to scale up integrated
prevention, care and treatment programs throughout the country. PEPFAR support is invested in
partnerships to help the nation build its capacity for a sustainable response. Rwanda will also
receive PEPFAR resources for HIV/AIDS outside of the Foreign Operations appropriations.

Economic Growth ($10.3 million): Over 90% of Rwanda's population is engaged in subsistence
farming. U.S. assistance targets the agricultural sector from subsistence farming to market-led,
commercial agriculture. Funding focuses on agricultural sector productivity. P.L. 480 programs
support the agricultural sector by investing in terracing, marshland development and small
infrastructure development. Rwanda's overall business climate is improving, though there is still
much to be done. U.S. assistance focuses on private sector productivity in the agribusiness sector
(mainly specialty coffee and dairy) in order to tackle important issues that affect the business and
investment climates. Programs also focus on the protection of biodiversity through the promotion
of sustainable eco-tourism.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
95,259 * 142,202
Peace & Security 288 * 400
Stabilization Operations and Security Sector Reform 288 * 400
Defense, Military, and Border Restructuring, Reform and Operations 288 * 400
Governing Justly & Democratically 1,629 * 2,300
Rule of Law and Human Rights 0 * 600
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(% in Thousands) 2006 2007 2008

Actual Estimate = Request

Justice System 0 * 500
Program Support (Rule of Law) 0 * 100
Good Governance 899 * 800
Local Government and Decentralization 750 * 700
Program Support (Governance) 149 * 100
Civil Society 730 * 900
Civic Participation 630 * 500
Media Freedom and Freedom of Information 0 * 300
Program Support (Civil Society) 100 * 100
Investing in People 76,267 *| 129,202
Health 67,284 *| 124,702
HIV/AIDS 60,000 *| 116,000
Malaria 1,349 * 2,500
Maternal and Child Health 2,475 * 2,202
Family Planning and Reproductive Health 3,460 * 4,000
Education 983 * 500
Basic Education 983 * 500
Social and Economic Services and Protection for VVulnerable Populations 8,000 * 4,000
Social Assistance 8,000 * 4,000
Economic Growth 17,075 * 10,300
Financial Sector 233 * 0
Financial Services 233 * 0
Agriculture 14,970 * 7,800
Agricultural Sector Productivity 14,870 * 7,700
Program Support (Agriculture) 100 * 100
Private Sector Competitiveness 889 * 1,500
Private Sector Productivity 789 * 1,400
Program Support (Private Sector) 100 * 100
Environment 983 * 1,000
Natural Resources and Biodiversity 883 * 900
Program Support (Environment) 100 * 100

Linkages with the Millennium Challenge Corporation (MCC)
Rwanda was invited to participate in the Millennium Challenge Corporation Threshold Program
for the first time in FY 2007. If approved, Rwandan implementation of a Threshold Country Plan
starting in FY2008 would address shortcomings in the ruling justly and democratically category
that would significantly increase Rwanda's future prospects of fully qualifying for Millennium
Challenge Account compact assistance. Programs in the Threshold Country Program would
complement ongoing democracy programs supporting rule of law and human rights,
decentralization, and civil society.

Statement of Changes
Among program elements, there have been decreases in Agricultural Sector Productivity,
Financial Services, and Social Assistance, and increases in Malaria, Family Planning and
Reproductive Health, Media Freedom and Freedom of Information, Private Sector Productivity,
and a significant increase in funding for HIV/AIDS. With funding for the PMI, U.S. assistance
will contribute significantly to the eradication of malaria, the number one cause of death of
children under five.
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SAO TOME AND PRINCIPE

Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
The Democratic Republic of Sao Tome and Principe (STP) is a robust but unstable democracy
with a history of free and fair elections and a good human rights record. The economy is slowly

growing, but the government depends heavily on foreign donors to meet its obligations. In 2004,

per capita GDP was $370. STP expects an oil boom, but drilling results so far have been

disappointing. STP's HIV/AIDS infection rate is low, but other illnesses, especially malaria and
cholera, are endemic, and create serious health and economic problems. The lack of institutional
and human capacity in both the public and private sectors reduces the number of viable strategic

opportunities to advance transformational development, including regional stability.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 289 * 200
Total 289 * 200

Request by Account

($ in thousands)

International Military Education & Training

2006 Actual

289

2007 Estimate 2008 Request

200

Total

289

200

Peace and Security ($0.2 million): The small STP military is in need of training and equipment
to build capacity at all levels and to help bolster its coastal security program. The United States'
International Military Education and Training (IMET) program will provide training in military
leadership skills, military justice, English, and professional development.

Request by Element

($ in Thousands)

2006

2007

2008

Actual Estimate = Request
289 * 200
Peace & Security 289 * 200
Stabilization Operations and Security Sector Reform 289 * 200
Defense, Military, and Border Restructuring, Reform and Operations 289 * 200

Linkages with the Millennium Challenge Corporation (MCC)
As an MCA Threshold country, STP requested assistance to develop its fiscal and monetary
policy. The country submitted a threshold proposal to the MCC that focused on financial systems
reforms in anticipation of oil revenues. The proposal was not approved by the MCC. Currently
the Government of STP is working with the U.S. Department of Treasury to strengthen the

proposal.
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SENEGAL
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Senegal has long been one of the most stable countries in Africa, but will need to significantly
boost economic growth, create jobs, and improve social conditions to assure continued stability
and moderation. Specific challenges will be to reduce impediments to higher growth by
promoting policy reforms and improving a business environment that is not attractive to
investors, while expanding the capacity of producers and entrepreneurs to compete in export
markets. A healthier and better educated population will be critical to underpin and sustain
economic growth advances. The Government of Senegal (GOS) has made great strides to increase
primary education expenditures, and with U.S. assistance will rise to the challenge of expanding
access to and improving the quality of middle school education. Achieving a final peaceful
resolution to the conflict in the Casamance region remains a key challenge, and assuring
transparent governance and an accountable political class will be critical to the willingness of

foreign and domestic businessmen to continue and expand investments in Senegal.

Senegal is the United States' primary partner in Francophone Africa. A political success and a
diplomatic player on a continent often marked by conflict and failing states, Senegal continues to
broaden its ties to the United States, and seeks a more productive economic and security
relationship. Senegal is a leading contributor to United Nations and regional peacekeeping.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 3,609 * 3,300
Governing Justly & Democratically 658 * 1,400
Investing in People 34,371 * 23,550
Economic Growth 8,491 * 6,350
Humanitarian Assistance 68 * 200
Total 47,197 * 34,800

Request by Account

2006 Actual

2007 Estimate

($ in thousands)

2008 Request

Child Survival and Health 14,001 * 12,300
Development Assistance 25,909 * 17,900
Foreign Military Financing 495 * 0
International Military Education & Training 1,089 * 1,100
Nonproliferation, Antiterrorism & Demining 1,200 * 0
Public Law 480 (Food Aid) 4,503 * 3,500
Total 47,197 * 34,800
Peace Corps 4048 * 3658

Peace and Security ($3.3 million): The United States will continue the critical engagement with
Senegal to help establish a durable peace in Casamance and to reintegrate this potentially
productive region. U.S. assistance programs will continue to support GOS efforts to seek a



political resolution of the conflict, as well as defense operations for border security, and military
reform. This includes programs to professionalize the Senegalese Armed Forces, the National
Gendarmerie, and the Navy. As a key ally in the Global War on Terror, the United States will
work with the GOS to build the government's capabilities to combat terrorists and deny terrorist
sponsorship, support, and sanctuary. The United States will also continue to assist the GOS to
address trafficking in persons, a small but vital program. We believe that this will contribute to
developing a more professional force that supports democracy and human rights, combats
terrorism, and assists in maintaining long-term regional stability.

Governing Justly and Democratically ($1.4 million): Given the possibility of further
democratic erosion and the need to hold government and politicians accountable, U.S. assistance
programs will work with and fund key civil society actors. The United States will promote anti-
corruption reforms, which are critical to fostering the transparency needed to increase domestic
and foreign investment, thus sustaining economic growth.

Investing in People ($23.6 million): U.S. assistance programs will focus on addressing malaria,
providing a foundation on which the President's Malaria Initiative (PMI) can build upon.
HIV/AIDS remains a critical problem in Senegal and U.S. assistance programs will focus on
providing prevention programs. Tuberculosis is a crucial intervention, as the United States is the
only current partner working on tuberculosis. U.S. assistance programs will also promote
maternal and child health programs and family planning and reproductive health programs. The
United States will support a large basic education program to provide access to education to
middle school youth, especially girls in rural areas, and to improve the quality and relevance of
instruction delivered in these schools. U.S. assistance works to reduce food insecurity in 133
vulnerable communities in northern Senegal by strengthening human capabilities in health,
education, and nutrition through improved educational opportunities; improved caretaker
practices in health, nutrition, and hygiene; and increased nutritional and organization support to
people living with HIV/AIDS. The building of local NGO capacity and community associations
through training, technical assistance, and mentoring is stressed.

Linkage with the President's Malaria Initiative: In FY 2008, Senegal will continue to support the
PMI goal of reducing malaria-related morbidity by 50 percent by reaching 85% coverage of
vulnerable groups with proven preventive and therapeutic interventions. These include
artemisinin-based combination therapies for the treatment of malaria; a combination of
insecticide-treated mosquito nets and indoor residual spraying to prevent malaria; and intermittent
preventive treatment to address the impact of malaria in pregnancy.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Swaziland will receive
significant support for bilateral HIVV/AIDS programs in FY 2008, with programmatic emphasis on
a range of interventions related to care, treatment, and prevention. Swaziland will also receive
PEPFAR resources for HIV/AIDS outside of the Foreign Operations appropriations.

Economic Growth ($6.4 million): In order to build a market-oriented economy with potential
for transformation and growth, the United States will work with Senegal to increase the level of
foreign investment and trade through improvements to the investment climate and through
training on public-private partnerships. U.S. assistance will help to improve agricultural sector
productivity by promoting high-value and non-traditional agricultural crops, and developing
grades, standards and quality control measures for targeted products. U.S. assistance programs
will also help develop a business enabling environment and improvements in the private sector
that enables Senegal to compete with foreign companies internationally. These funds will be used
to work with Senegalese companies to increase their marketing, financing, and management
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skills, and also to work at the policy level to improve competitiveness. U.S. assistance programs
will also support natural resources and biodiversity, which improves the quality of living and
underpins economic growth.

Humanitarian Assistance ($.2 million): U.S. assistance supports capacity building to better

prepare Senegal to monitor conditions affecting food security and to assure early warning and
response.

Request by Element

(% in Thousands) 2006 2007

Actual Estimate

2008
Request

47,197 * 34,800

Peace & Security 3,609 * 3,300
Counter-Terrorism 1,200 * 0
Program Support (Counter-Terrorism) 1,200 * 0
Stabilization Operations and Security Sector Reform 1,584 * 1,100
Operations Support 495 * 0
Defense, Military, and Border Restructuring, Reform and Operations 1,089 * 1,100
Conflict Mitigation and Reconciliation 825 * 2,200
Conflict Mitigation 0 * 1,000
Peace and Reconciliation Processes 584 * 1,000
Program Support (Conflict) 241 * 200
Governing Justly & Democratically 658 * 1,400
Good Governance 658 * 625
Local Government and Decentralization 350 * 0
Anti-Corruption Reforms 226 * 522
Program Support (Governance) 82 * 103
Civil Society 0 * 775
Civic Participation 0 * 648
Program Support (Civil Society) 0 * 127
Investing in People 34,371 * 23,550
Health 15,913 * 14,245
HIV/AIDS 6,800 * 3,415
Tuberculosis 791 * 1,000
Malaria 2,168 * 2,500
Maternal and Child Health 3,312 * 4,530
Family Planning and Reproductive Health 2,842 * 2,800
Education 18,458 * 9,305
Basic Education 18,458 * 9,305
Economic Growth 8,491 * 6,350
Trade and Investment 1,420 * 800
Trade and Investment Enabling Environment 632 * 0
Trade and Investment Capacity 612 * 669
Program Support (Trade) 176 * 131
Agriculture 3,321 * 1,700
Agricultural Sector Productivity 3,019 * 1,421
Program Support (Agriculture) 302 * 279
Private Sector Competitiveness 2,250 * 2,350
Business Enabling Environment 984 * 600
Private Sector Productivity 984 * 1,365
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(% in Thousands)

2006

2007

2008

Actual

Estimate = Request

Program Support (Private Sector) 282 * 385
Environment 1,500 * 1,500
Natural Resources and Biodiversity 1,312 * 1,254
Program Support (Environment) 188 * 246
Humanitarian Assistance 68 * 200
Protection, Assistance and Solutions 68 * 0
Protection and Solutions 68 * 0
Disaster Readiness 0 * 200
Capacity Building, Preparedness, and Planning 0 * 200

Linkages with the Millennium Challenge Corporation (MCC)
Senegal is Millennium Challenge Corporation (MCC) eligible. The MCC has approved a grant of

up to $6.5 million to assist Senegal in the development of its Compact.

Statement of Changes

Funding for Senegal has decreased from FY 2006 levels in CSH, DA, FMF, NADR and P.L. 480
accounts. The CSH account has decreased by $1.7 million and DA has decreased by $10.8
million. Though PMI funding will mitigate the affect to health programs, this decrease is reflected
in a scaled-down education program. NADR was zeroed out from $1.2 million and P.L. 480
decreased by $1 million. Economic Growth decreased by $2.1 million. Governing Justly and
Democratically increased by $.742 million in recognition of the tremendous impact that improved
governance can have on Senegal's economic performance, poverty reduction, and the GOS'

ability to deliver social services.
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SEYCHELLES
Sustaining Partnership

Obstacles and Opportunities for Advancing Transformational Diplomacy
The Republic of Seychelles is a peaceful small archipelago in the Indian Ocean, which has for
three decades suffered from excessive state control of the economy. Poor economic policies, hard
currency shortages, and heavy-handed politics have taken their toll on Seychelles. Despite the
highest per capita income in Africa, shortages in foodstuffs such as rice, sugar, and basic
consumer goods are common. Foreign exchange restrictions prevent many Seychellois from
traveling abroad and cripple normal economic activity. An overvalued currency inhibits foreign
investment and hurts the tourist industry. Seychelles has one of the highest debt service ratios in
the world. President Michel, the long-time vice-president who inherited the top job in 2004, has
taken quiet but steady steps to repair the economy but lacks the will and the political clout to
make substantive reform. The top foreign policy objectives in Seychelles are to promote
cooperation in the Global War on Terror, support good governance and democratic processes, and
encourage economic reform and growth.

Resources to Help Advance Transformational Diplomacy

Request by Objective
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 103 * 100
Total 103 * 100
Request by Account

($ in thousands)
International Military Education & Training

2006 Actual | 2007 Estimate | 2008 Request
103 * 100
103 * 100

Total

Peace and Security ($0.1 million): Investments in defense, military and border security
restructuring, reform, and operations will help build a professional military that respects civilian
rule. These courses include professional military education and training on civil-military
relations, military justice and defense resources management.

Request by Element

($ in Thousands)

2006
Actual
103

2007
Estimate

2008
Request
100

*
Peace & Security 103 * 100
Stabilization Operations and Security Sector Reform 103 * 100
Defense, Military, and Border Restructuring, Reform and Operations 103 * 100
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SIERRA LEONE
Rebuilding

Obstacles and Opportunities for Advancing Transformational Diplomacy
Five years after the end of the civil war in Sierra Leone, peace has been sustained and progress is
underway. A democratically elected government has been in place since 2002 and the next
Presidential and Parliamentary elections are scheduled for July 2007 and local elections for spring
2008. So far, this is a post-conflict international donor success story. However, like other
countries which have emerged from devastating civil wars, Sierra Leone still suffers from weak
governmental institutions. Resources are not yet managed to benefit the people, but reforms are
slowly unfolding through decentralization. Though many causes of the civil war remain
unresolved, increasing pressure from a growingly articulate civil society is forcing the
government to respond more positively. While a culture of impunity, corruption, poor
governance, and widespread poverty persists, efforts to address these challenges are showing
signs of improvement. The country's economic and social institutions were substantially
destroyed in the course of the conflict and Sierra Leone still ranks among the poorest countries in
the world, performing poorly on the indicators of human development and women's economic,
political, and social empowerment.

The goals of U.S. transformational diplomacy in Sierra Leone have been to prevent the
reoccurrence of conflict and rebuild political and economic institutions so that Sierra Leone can
emerge as a constructive ally for peace and prosperity. The government of Sierra Leone is
focusing on foreign investment as the key to generating growth and employment, revitalizing the
following sectors: mining (gold, diamond, platinum, rutile, bauxite), agriculture, fisheries and
tourism. As such, the United States focuses on good governance in the mining (diamond and
gold) and agriculture sectors. In addition, developmental food aid will help to address food
insecurity, as well as health and economic growth objectives.

Sierra Leone is one of two countries chosen for the United Nations Peace Building Commission,
a new program aimed at assisting former Peace Keeping Operations countries emerging from
conflict to consolidate peace and security gains and move towards development. Importantly, the
International Monetary Fund and World Bank declared in late 2006 that Sierra Leone had reached
the completion point for debt relief under the Heavily Indebted Poor Countries initiative,
removing approximately $994 million of external debt. As a result, external debt has been
reduced from $1.8 billion (150% of 2005 GDP) to about $162 million (13.6% of 2005 GDP).

Resources to Help Advance Transformational Diplomacy

Request by Objective
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 311 * 550
Governing Justly & Democratically 14,577 * 1,000
Investing in People 3,118 * 6,180
Economic Growth 11,532 * 8,820
Total 29,538 * 16,550
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Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Development Assistance 3,756 * 4,000
Economic Support Fund 13,000 * 0
International Military Education & Training 311 * 400
International Narcotics Control and Law Enforcement 0 * 150
Public Law 480 (Food Aid) 12,471** * 12,000
Total 29,538 * 16,550

**EY 2006 includes $4.699 million of P.L. 480 Title Il emergency food aid. Emergency food aid has not
been allocated to countries in FY 2008

Peace and Security ($0.6 million): The United States will support training and institution
building to help the country professionalize its security forces and better address drug trafficking
and smuggling. The threat of organized crime in Sierra Leone is increasing, and the Government
of Sierra Leone possesses little capacity to combat this trend. U.S. assistance will strengthen the
Sierra Leonean criminal justice system's response to criminal activity by organizing a series of
capacity building training workshops for Sierra Leonean law enforcement officials on community
policing, investigative techniques, and crime scene training. Funding will also sponsor Sierra
Leonean law enforcement officials' travel to the United States for exposure to U.S. government
interagency working groups combating crime.

Governing Justly and Democratically ($1.0 million): Funding will be invested in local
governance and decentralization activities, strengthening local government and civil society.
Good governance and anti-corruption, diamond sector reform, at the local and national level, and
some media will be included in this overarching initiative.

Investing in People ($6.2 million): Key vulnerable groups, especially women and children, will
be targeted in an effort to continue improving their general welfare. Funding will support the
continuation of programming in maternal and child health, selective feeding, and food for
recovery, as a means to rebuild and protect human and productive assets to vulnerable groups.

Economic Growth ($8.8 million): Funding will support continued efforts to rebuild the
agriculture sector and generate jobs. In addition, funding will support diamond and gold sector
reform under the local governance and decentralization program. The U.S. will continue
targeting key vulnerable groups with investments in agriculture to improve food security. Such
programs will particularly target women, youth, and other marginalized groups, thereby
enhancing economic growth and promoting peace and security.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
29,538 * 16,550
Peace & Security 311 * 550
Stabilization Operations and Security Sector Reform 311 * 400
Defense, Military, and Border Restructuring, Reform and Operations 311 * 400
Counter-Narcotics 0 * 50
Interdiction 0 * 50
Transnational Crime 0 * 100
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(% in Thousands) 2006 2007 2008

Actual Estimate = Request

Financial Crimes and Money Laundering 0 * 100
Governing Justly & Democratically 14,577 * 1,000
Rule of Law and Human Rights 13,000 * 0
Constitutions, Laws, and Legal Systems 13,000 * 0
Good Governance 0 * 1,000
Local Government and Decentralization 0 * 1,000
Political Competition and Consensus-Building 925 * 0
Elections and Political Processes 600 * 0
Program Support (Political Competition) 325 * 0
Civil Society 652 * 0
Media Freedom and Freedom of Information 300 * 0
Program Support (Civil Society) 352 * 0
Investing in People 3,118 * 6,180
Health 3,118 * 6,180
Maternal and Child Health 3,118 * 6,180
Economic Growth 11,532 * 8,820
Agriculture 10,127 * 7,820
Agricultural Sector Productivity 9,727 * 7,820
Program Support (Agriculture) 400 * 0
Environment 1,405 * 1,000
Natural Resources and Biodiversity 1,000 * 1,000
Program Support (Environment) 405 * 0
Statement of Changes

Funding for Sierra Leone has decreased from FY 2006 levels in ESF and increased in INCLE and
IMET. ESF funds have been zeroed out from $13 million, which results in a large decrease in
Governing Justly and Demaocratically programs. The increase of $0.15 million in INCLE funds
will be used to initiate training to law enforcement officials. The increase of $0.89 million in
IMET funding will be used, in part, to address anti-corruption, institutional capacity building, and
disaster preparedness within Sierra Leone uniformed services.
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SOMALIA
Rebuilding

Obstacles and Opportunities for Advancing Transformational Diplomacy
Developments in Somalia remain highly fluid. U.S. foreign policy objectives in Somalia are to
eliminate the terrorist threat, promote political stability by supporting the establishment of a
functioning central government, and address the humanitarian needs of the Somali people. The
fragile, nascent Transitional Federal Institutions (TFIs) are only beginning to function and to
control territory, while warlords and extremists continue to undermine stability. Given the
absence of central institutions in Somalia for over 15 years, the rebuilding of law enforcement,
judicial, health, education, business, and other institutions remains a significant challenge and
priority for donor assistance. In addition, the semi-autonomous regions of Somaliland and
Puntland are moving to establish systems of law and order in their respective regions. The United
States, in coordination with regional and international partners, is actively engaged in
encouraging a process of inclusive dialogue and reconciliation between the TFls and key
stakeholders in Somalia, including business leaders, clan elders, civil society, women's groups,
and moderate Islamists, with the goal of forming an inclusive government of national unity based
on the framework of the Transitional Federal Charter. Critical interventions from the United
States and other donor partners are also helping to build the governance capacity of the TFls,
thereby building domestic confidence in the ability of the TFIs to provide governance services.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Peace & Security 400 * 2,300
Governing Justly & Democratically 4,512 * 5,700
Investing in People 3,000 * 4,300
Humanitarian Assistance 27,377 * 0
Total 35,289 * 12,300

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Child Survival and Health 0 * 1,000
Development Assistance 7,912 * 9,000
Peacekeeping Operations 0 * 2,300
Public Law 480 (Food Aid) 27,377** * 0
Total 35,289 * 12,300

**EY 2006 includes $27.377 million of P.L. 480 Title Il emergency food aid. In addition to $27.377
million, Somalia received an additional $54 million of FY 2006 supplemental funds. Emergency food aid

has not been allocated to countries in FY 2008

In the FY 2007 supplemental, the Administration is requesting $20 million from the IDFA

account and $40 million from the PKO account.

Peace and Security ($2.3 million): To stabilize the security environment inside Somalia, U.S.
assistance will be used to provide residual support for regional peacekeeping operations in
Somalia and support security sector reform. U.S. assistance programs will help rebuild key
security institutions in Somalia, including technical assistance and support for the development of
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a professional, unified national army in coordination with an ongoing process of political
dialogue and reconciliation. U.S. funding will also support community reconciliation and peace
building efforts, including income generating opportunities that address some of the root causes
of conflict and adherence to extremist ideologies.

Governing Justly and Democratically ($5.7 million): U.S. assistance will support programs to
rebuild governance at the national and regional level, including the regional administrations in
Somaliland and Puntland. U.S. programs will provide assistance for the TFIs to help re-establish
appropriate judicial, legislative and executive functions, including rebuilding the administrative
capacity of local institutions that provide basic services. Funds will also be coordinated with
multilateral efforts to support the ongoing political processes outlined by the Transitional Federal
Charter. U.S. assistance will continue to expand support for existing and emerging civil society
institutions, including independent media outlets, which are key stakeholders in Somalia.

Investing in People ($4.3 million): The United States will support the delivery of critical social
services, including education facilities and essential health interventions. The integrated program
will provide support for essential social services directly at the school and community level. The
program will assist communities to rehabilitate school facilities and improve access to primary
schools. Those same communities will be assisted with an essential package of health
interventions to address the common illnesses of malaria, diarrhea, and acute respiratory illness.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
35,289 *

Peace & Security 400 * 2,300
Stabilization Operations and Security Sector Reform 0 * 2,300
Operations Support 0 * 2,300
Conflict Mitigation and Reconciliation 400 * 0
Peace and Reconciliation Processes 400 * 0
Governing Justly & Democratically 4,512 * 5,700
Good Governance 0 * 3,700
Public Sector Executive Function 0 * 1,700
Local Government and Decentralization 0 * 2,000
Civil Society 4,512 * 2,000
Civic Participation 4,405 * 2,000
Program Support (Civil Society) 107 * 0
Investing in People 3,000 * 4,300
Health 2,500 * 1,000
Maternal and Child Health 0 * 500
Water Supply and Sanitation 2,500 * 500
Education 500 * 3,300
Basic Education 500 * 3,300
Humanitarian Assistance 21,377 * 0
Protection, Assistance and Solutions 27,377 * 0
Crisis Assistance and Recovery 27,377 * 0
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Statement of Changes
The increase of funding between FY 2006 and FY 2008 to support programs in the Peace and
Security objective reflects new opportunities presented to the international community to help
stabilize the situation in Somalia and establish long-term security and stability through security
sector reform and the development of professional security sector institutions. Similarly, the
increase of funds between FY 2006 and FY 2008 in the Governing Justly and Democratically
objective reflect new opportunities to reach a lasting political solution in Somalia and will help
build the capacity of the TFI and support key tasks related to the transitional process outlined by
the Transitional Federal Charter.
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SOUTH AFRICA
Sustaining Partnership

Obstacles and Opportunities for Advancing Transformational Diplomacy
The U.S. Government's (USG) relationship with South Africa is transforming from that of donor
to one of strategic partnership. Activities in Peace and Security will continue to increase in
importance while development programs will be phased out in the next couple of years. During
this transition, USG assistance will be strategically targeted to assist the South African
Government (SAG) in unleashing its full development potential by addressing key bottlenecks to
economic growth, particularly in the small and medium-sized (SME) enterprise sector. USG
assistance will address the emerging threat of multi-drug resistant (MDR) and extreme drug
resistant (XDR) tuberculosis (TB) while continuing to strengthen the SAG's capacity to deliver
replicable models of primary health care.

Despite 28 successive quarters of economic growth, a spectacular increase in revenue generation,
and well-developed financial, legal, and transport sectors, South Africa has been unable to fully
realize its developmental capacity. This is largely due to the lack of capacity across all spheres of
the SAG to address social ills such as high rates of HIVV/AIDS and tuberculosis, increasing rates
of HIV/AIDS and TB co-infection, rampant crime, a 26% unemployment rate, and uneven access
to basic services and infrastructure. Positive aspects of the country's market environment are
undermined by a large unskilled and uneducated labor force, particularly among the black
majority.

The greatest opportunities for USG interventions in South Africa lie in expanding partnerships
with the SAG to build capacity that promotes economic growth, improves the management of TB,
ensures the sustainable and integrated delivery of quality primary health care services at the local
level, and addresses immediate diplomatic, military, and political-military issues. The U.S. and
South African presidents have publicly committed to increased bilateral cooperation on issues of
mutual concern, including economic growth, counterterrorism, nonproliferation and regional
conflict resolution.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 983 * 2,200
Governing Justly & Democratically 6,560 * 100
Investing in People 205,882 * 595,000
Economic Growth 10,780 * 11,700
Total 224,205 * 609,000

Request by Account

($ in thousands) | 2006 Actual

| 2007 Estimate 2008 Request |

Child Survival and Health 5,070 * 3,500
Development Assistance 25,662 * 3,000
Economic Support Fund 1,287 * 10,000
Foreign Military Financing 0 * 100
Global HIV/AIDS Initiative 191,553 * 591,500
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(% in thousands) 2006 Actual 2007 Estimate | 2008 Request

International Military Education & Training 0 * 900
International Narcotics Control and Law Enforcement 594 * 0
Nonproliferation, Antiterrorism & Demining 39 * 0
Total 224,205 * 609,000
Peace Corps 3382 * 3028

Peace and Security ($2.2 million): Because South Africa is a strategic partner for the USG and
plays such a major economic and political role on the continent, USG programs will further
enhance South African capacity to play a constructive role in addressing regional challenges.
USG programs will augment military capacity and improve the overall readiness of the South
African military to respond to regional conflict. Professional training and education for the
military will improve capacity for regional peacekeeping and peace enforcement missions on the
African continent. USG assistance to South Africa will also promote stabilization operations,
combat transnational crime, and help to build the capacity of the SAG to implement regional
peace and reconciliation activities on the African continent. Pending resolution of Article 98
concerns, the USG will use FMF and IMET funds to enhance the SAG's strategic airlift, medical
readiness, disaster response, and peacekeeping capabilities. USG programs will also aid in
reducing trafficking-in-persons and migrant smuggling.

Governing Justly and Democratically ($0.1 million): USG assistance will promote political
pluralism and consensus-building by focusing on elections and political processes. Using ESF,
the program will broaden participation in the democratic process as South Africa prepares for
pivotal presidential elections in 2009. The USG will support outreach to groups such as women
voters and voters in rural areas using techniques such as community radio.

Investing in People ($595.0 million): South Africa has one of the highest estimated TB
infection rates in the world, ranking 5th on the World Health Organization list of 22 high-burden
countries. TB is the leading cause of death in HIV-infected individuals (estimated to be 5.6
million, second only to India), and HIV is the propellant fueling the TB epidemic. The
emergence of MDR and XDR TB is a threat to public health and requires immediate action.
Despite making tremendous strides in creating a single unified public health system and
improving access to services, the historical inequities in health status of South Africans remain a
challenge, as do the issues of quality and sustainability of health services at the local level. As
requested by the SAG, the USG primary healthcare and TB programs target systems-
strengthening rather than direct service delivery. Using Child Survival and Health funds, the
USG, in collaboration with the World Health Organization and national authorities, will assist in
increasing TB cure rates and improve the SAG's capacity to plan and rapidly implement its
Directly Observed Treatment Support program. USG support will also strengthen the delivery of
primary health care services, including family planning, and provide an integrated package of
maternal and child health services.

Linkages with the President's Plan for AIDS Relief (PEPFAR): South Africa, a PEPFAR focus
country, will receive significant support for bilateral HIVV/AIDS programs in FY 2008. These
funds will be used, under the leadership of the host country government, to scale up integrated
prevention, care and treatment programs throughout the country. PEPFAR support is invested in
partnerships to help the nation build its capacity for a sustainable response. South Africa will
also receive PEPFAR resources for HIV/AIDS outside of the Foreign Operations appropriations.
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Economic Growth ($11.7 million): Economic growth is essential to South Africa's struggle to
redress economic inequality. The backbone of South Africa's approach to creating jobs is
stimulating the productivity and competitiveness of SMEs. USG programs will accordingly
strengthen the ability of SMEs to reliably meet domestic market-driven requirements with the
intent that they will enter the export market as suppliers to larger exporting firms. Programs will
also increase market opportunities for U.S. businesses in South Africa and broaden success under
the African Growth and Opportunity Act, in support of the Presidential African Global
Competitiveness Initiative. USG programs will leverage resources from commercial banks and
other sources to meet these objectives. USG assistance will use Economic Support Funds (ESF)
and Development Assistance funding (DA) to promote private sector competitiveness, advance
private sector productivity, expand financial services, and strengthen the financial and business
sector through the establishment of national regulatory entities.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
| 224,205 * 609,000
Peace & Security 983 * 2,200
Counter-Terrorism 39 * 0
Governments’ Capabilities 39 * 0
Stabilization Operations and Security Sector Reform 0 * 1,000
Defense, Military, and Border Restructuring, Reform and Operations 0 * 1,000
Transnational Crime 944 * 200
Financial Crimes and Money Laundering 194 * 0
Trafficking-in-Persons and Migrant Smuggling 311 * 188
Program Support (Crime) 439 * 12
Conflict Mitigation and Reconciliation 0 * 1,000
Peace and Reconciliation Processes 0 * 939
Program Support (Conflict) 0 * 61
Governing Justly & Democratically 6,560 * 100
Rule of Law and Human Rights 1,287 * 0
Justice System 1,145 * 0
Program Support (Rule of Law) 142 * 0
Good Governance 5,273 * 0
Local Government and Decentralization 3,801 * 0
Anti-Corruption Reforms 889 * 0
Program Support (Governance) 583 * 0
Political Competition and Consensus-Building 0 * 100
Elections and Political Processes 0 * 100
Investing in People 205,882 *| 595,000
Health 197,373 *| 595,000
HIV/AIDS 191,553 *| 591,500
Tuberculosis 1,977 * 2,000
Avian Influenza 165 * 0
Maternal and Child Health 1,615 * 500
Family Planning and Reproductive Health 1,313 * 1,000
Water Supply and Sanitation 750 * 0
Education 7,909 * 0
Basic Education 7,909 * 0
Social and Economic Services and Protection for VVulnerable Populations 600 * 0
Social Services 600 * 0
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(% in Thousands) 2006 2007 2008

Actual Estimate = Request

Economic Growth 10,780 * 11,700
Financial Sector 1,000 * 2,800
Financial Sector Enabling Environment 279 * 300
Financial Services 650 * 2,313
Program Support (Financial Sector) 71 * 187
Infrastructure 750 * 0
Modern Energy Services 667 * 0
Program Support (Infrastructure) 83 * 0
Agriculture 2,850 * 0
Agricultural Sector Productivity 2,648 * 0
Program Support (Agriculture) 202 * 0
Private Sector Competitiveness 5,180 * 8,900
Business Enabling Environment 465 * 500
Private Sector Productivity 2,954 * 6,597
Workforce Development 1,264 * 1,200
Program Support (Private Sector) 497 * 603
Environment 1,000 * 0
Clean Productive Environment 889 * 0
Program Support (Environment) 111 * 0
Statement of Changes

In FY 2008 and beyond, the USG will bolster military-to-military training relationships and
support South Africa's leadership in the region. The USG will continue to support economic
growth programs using ESF with a focus on private sector productivity and financial services,
particularly as these relate to SMEs. Partnerships will be encouraged in areas of mutual interest
including trade, investment, and resource management, in line with the transformational
diplomacy objective of "sustaining partnership.” Programs that will be phased out in FY 2008
include: local government and decentralization; anti-corruption; agriculture; water and sanitation;
clean productive environment; modern energy services; basic education; justice; and
counterterrorism. Substantial increases in funding for HIV/AIDS from the GHAI account will be
used to expand HIV/AIDS prevention, care, and treatment programs.
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SUDAN
Rebuilding

Obstacles and Opportunities for Advancing Transformational Diplomacy
The major obstacles to the development of Sudan are the devastation wrought by the 22-year
North-South civil war which left over two million dead and more than four million Sudanese
displaced, the ongoing violence and atrocities in Darfur, and the fragility of the political situation
in the East. The signing of the Comprehensive Peace Agreement (CPA) in January 2005 and the
Darfur Peace Agreement (DPA) in May 2006 present the United States a unique opportunity to
promote a just, viable political settlement to the conflicts in a unified Sudan. However, the
continuing violence in Darfur poses a serious challenge to the fragile peace accords, making it
difficult to focus sufficient attention on the massive recovery needs in the South, and on North-
South cooperation. In addition to the ongoing need for intensive diplomatic engagement that will
continue to be required, the successful implementation of these agreements hinges upon the
coordinated and timely roll-out of substantial assistance and recovery programs focused on
reducing the drivers of conflict. Priorities for U.S. assistance are: ending the violence and
atrocities in Darfur; facilitating implementation of the CPA and the DPA,; promoting the
Government's sharing of power and wealth; and providing life-saving humanitarian assistance to
Sudan's people. The U.S. integrated approach supports the implementation of the CPA and DPA
by fostering the conditions for restored stability, providing tangible benefits of peace for
displaced and returning communities, and improving governance.

Funding for FY 2008 is based on the assumption that the DPA will eventually hold and the CPA
will continue to be implemented. It is projected that internally displaced persons (IDPs) and
refugees will continue to return to the South and will begin returning to Darfur in FY 2007. In
FY 2008 it is anticipated that reconstruction will continue in southern Sudan and begin in Darfur.
It is also anticipated that similar levels of assistance by other bilateral/multilateral agencies will
continue in Darfur as well as the South, much of which will focus on areas complementary to
U.S. efforts. U.S. assistance levels are also predicated on the assumption that many of the
sanctions on Sudan will continue to be in place.

Resources to Help Advance Transformational Diplomacy

Request by Objective

(% in thousands) 2006 Actual | 2007 Estimate | 2008 Request
Peace & Security 98,719 * 91,170
Governing Justly & Democratically 37,629 * 84,562
Investing in People 29,700 * 39,550
Economic Growth 70,027 * 105,068
Humanitarian Assistance 262,698 * 358,850
Total 498,773 * 679,200
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Request by Account

($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Child Survival and Health 19,000 * 0
Development Assistance 70,000 * 0
Economic Support Fund 19,800 * 245,900
Foreign Military Financing 0 * 100
International Disaster and Famine Assistance 164,990 * 113,500
International Military Education & Training 0 * 300
International Narcotics Control and Law Enforcement 0 * 24,000
Nonproliferation, Antiterrorism & Demining 3,020 * 4,000
Peacekeeping Operations 70,000 * 41,400
Public Law 480 (Food Aid) 145,208** * 245,000
Transition Initiatives 6,755 * 5,000
Total 498,773 * 679,200

**FY 2006 includes $145.208 million of P.L. 480 Title Il emergency food aid. In addition to $145.208
million, Sudan received an additional $225 million of FYY 2006 supplemental funds. Emergency food aid
has not been allocated to countries in FY 2008

In addition to receiving FY 2006 supplemental funds from the P.L. 480 account, Sudan also
received supplemental funds in the amount of $66.3 million from the IDFA account and $116
million from the PKO account. In FY 2007, the Administration is requesting supplemental
funding for Sudan: $40 million from the IDFA account; $150 million from the PKO account; and
an additional $150 million from the P.L. 480 account.

Peace and Security ($91.2 million): In light of ongoing violence in Darfur, the United States
will maintain its multilateral commitments to the United Nations Mission in Sudan by providing
U.S. law enforcement and support services in the South and Darfur. In addition to its significant
peacekeeping contributions, U.S. assistance will support local level conflict mitigation,
disarmament, demobilization, and reintegration efforts, as well as the integration of the forces in
the South and Darfur. To this end, the United States will continue to work with the Government
of National Unity and the regional Government of Southern Sudan, and the political parties to
implement the CPA and to ensure that militia integration and disarmament demobilization and
reintegration proceeds on schedule. Successful integration of the forces of two former enemies--
the Government of Sudan and the Sudan People’s Liberation Army (SLPA)--and proper
downsizing and transformation of the SPLA are vital aspects of ensuring the long term stability of
southern Sudan. Training and infrastructure development for the police, justice, and corrections
systems will also add to long term security in Sudan, in part by combating impunity for violence
against vulnerable groups such as women and girls.

Governing Justly and Democratically ($84.6 million): A large part of U.S. assistance in this
area will help build basic democratic institutions, train political parties, organize a census agency
and prepare for national elections - all key elements of a vibrant democracy and transformation in
Sudan. The United States will support improved governance of key public sector functions which
will have major new responsibilities for management of wealth and power sharing under the
CPA. Assistance will also support a functioning justice system that respects the rule of law and
human rights, helping to bolster the government's legitimacy and increase the Sudanese people's
confidence in the government's ability to protect their rights and interests.

Investing in People ($39.6 million): As the United States begins to shift the balance from

humanitarian to reconstruction and development assistance, the majority of support in this area
will focus on increasing access to basic education and primary health care in urban and rural
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areas. The U.S. emphasizes investment in essential services and community infrastructure in
order to encourage and sustain the return of IDPs and refugees, rebuild local communities, and
reduce tensions.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Sudan will receive significant
support for bilateral HIV/AIDS programs in FY 2008, with programmatic emphasis on a range of
interventions related to care, treatment, and prevention.

Economic Growth ($105.1 million): The CPA and DPA provide for wealth sharing to ensure
regions in the periphery are accorded revenue from the central government. A critical aspect of
the success of these agreements and Sudan's long-term economic growth will be rehabilitation of
critical infrastructure. Accordingly, improving roads and transport services, as well as water and
sanitation services, will be the major focus of U.S. assistance in the economic growth area.
Improving food security, increasing agricultural productivity and supporting livelihoods will be
the other main focal point for U.S. assistance in reviving the Sudanese economy. Assistance will
also be provided to support private sector productivity, micro-enterprise and financial sector
development.

Humanitarian Assistance ($358.9 million): Although Sudan should be shifting to a
reconstruction phase by FY 2008, humanitarian assistance needs will likely remain high.
Meeting humanitarian needs in Sudan will, therefore, continue to be a top priority and will be
reassessed on an ongoing basis. Support will continue to be needed for IDPs and other vulnerable
populations and to bolster livelihoods for returnees and other conflict-affected populations. Food
aid is expected to be a significant and critical component of this assistance.

Request by Element

($ in Thousands)

2006
Actual

2007
Estimate

2008

Request

498,773 * 679,200

Peace & Security 98,719 * 91,170
Stabilization Operations and Security Sector Reform 75,520 * 69,130
Operations Support 70,000 * 0
Destruction and Security of Conventional Weapons 0 * 600
Explosive Remnants of War (ERW) 3,020 * 3,400
Immediate Protection of Civilians in Conflict 0 * 1,000
Defense, Military, and Border Restructuring, Reform and Operations 0 * 41,800
Law Enforcement Restructuring, Reform and Operations 2,500 * 22,150
Program Support (Stabilization) 0 * 180
Conflict Mitigation and Reconciliation 23,199 * 22,040
Conflict Mitigation 12,789 * 12,500
Peace and Reconciliation Processes 5,022 * 6,100
Preventive Diplomacy 4,750 * 3,000
Program Support (Conflict) 638 * 440
Governing Justly & Democratically 37,629 * 84,562
Rule of Law and Human Rights 0 * 1,850
Justice System 0 * 1,850
Good Governance 12,361 * 12,810
Public Sector Executive Function 9,051 * 7,100
Local Government and Decentralization 3,043 * 750
Anti-Corruption Reforms 0 * 4,000
Program Support (Governance) 267 * 960
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(% in Thousands) 2006 2007 2008
Actual Estimate = Request

Political Competition and Consensus-Building 12,361 * 50,824
Consensus-Building Processes 5,569 * 5,500
Elections and Political Processes 0 * 28,000
Political Parties 6,700 * 16,494
Program Support (Political Competition) 92 * 830
Civil Society 12,907 * 19,078
Civic Participation 4,600 * 9,338
Media Freedom and Freedom of Information 8,103 * 9,400
Program Support (Civil Society) 204 * 340
Investing in People 29,700 * 39,550
Health 17,600 * 23,300
HIV/AIDS 2,328 * 6,000
Tuberculosis 500 * 500
Malaria 1,972 * 2,500
Other Public Health Threats 800 * 3,570
Maternal and Child Health 10,809 * 5,830
Family Planning and Reproductive Health 1,191 * 700
Water Supply and Sanitation 0 * 4,200
Education 8,700 * 16,250
Basic Education 8,700 * 16,250
Social and Economic Services and Protection for VVulnerable Populations 3,400 * 0
Social Services 3,400 * 0
Economic Growth 70,027 *| 105,068
Macroeconomic Foundation for Growth 4,000 * 0
Monetary policy 4,000 * 0
Infrastructure 44,848 * 81,640
Modern Energy Services 1,400 * 2,000
Transport Services 36,664 * 77,970
Program Support (Infrastructure) 6,784 * 1,670
Agriculture 9,799 * 17,128
Agricultural Enabling Environment 6,500 * 6,000
Agricultural Sector Productivity 2,334 * 9,600
Program Support (Agriculture) 965 * 1,528
Private Sector Competitiveness 5,945 * 3,500
Business Enabling Environment 2,352 * 0
Private Sector Productivity 2,700 * 3,000
Program Support (Private Sector) 893 * 500
Economic Opportunity 2,750 * 0
Inclusive Financial Markets 2,450 * 0
Program Support (Econ Opportunity) 300 * 0
Environment 2,685 * 2,800
Natural Resources and Biodiversity 700 * 2,600
Clean Productive Environment 1,400 * 0
Program Support (Environment) 585 * 200
Humanitarian Assistance 262,698 *| 358,850
Protection, Assistance and Solutions 262,698 *| 358,850
Crisis Assistance and Recovery 262,698 *| 358,500
Program Support (Protection) 0 * 350
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Statement of Changes
In FY 2006, the U.S. focused the majority of resources on responding to the enormous
humanitarian needs throughout Sudan. In FY 2008, it is expected that the DPA and CPA will
both be in the process of being actively implemented requiring lower levels of humanitarian
assistance. As part of a broader U.S. approach to shift funding from DA and CSH to ESF
supported programs in Rebuilding countries, Sudan will use increased levels of ESF to strengthen
the Government of Southern Sudan and support the implementation of the CPA and DPA. A
sharp decline in PKO funds in 2008 is due to the expected transition from an African Union
peacekeeping force to a United Nations peacekeeping force in Darfur. U.S. contributions to the
United Nations force will be met through assessed dues to the United Nations, which is not
reflected in this request.
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SWAZILAND
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Swaziland is governed by a ruling monarchy, supported by a small elite who reinforce the
traditional culture which gives them a privileged position, and which is accepted unquestioningly
by the majority of Swazis. The country's recently ratified constitution, the first in over 30 years,
basically confirms the powers which the king previously exercised by decree, and does not
adequately provide for separation of powers. Corruption siphons government funds which should
be invested in health and education. Swaziland's HIV/AIDS prevalence rate is 39.2%, among the
highest in the world. The pandemic devastates communities and has orphaned an estimated
70,000 children (out of a population of about 1.1 million). The majority of the population
engages in subsistence agriculture, hindered by years-long drought conditions in much of the
country.

On the positive side, Swaziland is a peaceful country, open to humanitarian and development aid
and eager for foreign direct investment. Outside pressure over several years led Swaziland to
conform to most internationally recognized labor rights. The government welcomes USG-funded
HIV/AIDS programs but lacks the capacity to offer much support to them.

Swaziland maintains a good relationship with the United States, as well as with its neighbors, on
matters of regional stability and cooperation. The Umbutfo Swaziland Defense Force (USDF),
created in 1973, is a small, disciplined force of about 3,900 men and women. The USDF's main
activities are border security, HIV/AIDS activities among its own ranks, internal security, and
duties having to do with the Royal Family. Recently, the USDF has been assuming more internal
security responsibilities. Given the governance and political climate, the increased use of the
USDF in this capacity has negative implications for the United States' interests in good
governance, rule of law, and civilian control of an apolitical, professional military.

Resources to Help Advance Transformational Diplomacy

Request by Objective
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 123 * 100
Investing in People 0 * 7,500
Total 123 * 7,600
Request by Account
(% in thousands) 2006 Actual | 2007 Estimate | 2008 Request
Child Survival and Health 0 * 7,500
International Military Education & Training 123 * 100
Total 123 * 7,600
Peace Corps 1882 * 1433

Peace and Security ($0.1 million): FY 2008 International Military Education and Training
(IMET) resources will fund military assistance programs that promote a higher degree of
professionalism in the Swazi Defense forces through education on the role of the military in a
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democracy. IMET funds will also be used to train the Umbutfo Swaziland Defense Force to be
an apolitical, professional force respectful of human rights, capable of participating in regional
peacekeeping.

Investing in People ($7.5 million): Having the highest HIV prevalence rate in the world at
nearly 40%, Swaziland is experiencing devastating economic and social impacts related to
HIV/AIDS. Targeted U.S. assistance in Swaziland, through funding from the President's
Emergency Plan for AIDS Relief, is directed at programming HIV/AIDS services in prevention
and behavior change, counselling and testing, palliative care, HIV/Tuberculosis integration, and
AIDS treatment services. U.S. assistance will also support capacity building for local non-
governmental, community and faith-based organizations, develop and strengthen human capacity
development (HCD) approaches to address the severe crisis in the strained workforce of skilled
providers of HIV/AIDS services, and assist in the planning, coordination and implementation of
sub-recipients receiving Global Fund grants. To assist the Government of the Kingdom of
Swaziland in promoting a more effective response to the HIVV/AIDS epidemic, the USG will
provide technical assistance to ensure quality of HIV/AIDS strategies through increased targeted
advocacy, policy development, systems strengthening, capacity building, and the strengthening of
civil society for sustainable community responses to the HIV epidemic.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Swaziland will receive
significant support for bilateral HIVV/AIDS programs in FY 2008, with programmatic emphasis on
a range of interventions related to care, treatment, and prevention. Swaziland will also receive
PEPFAR resources for HIV/AIDS outside of the Foreign Operations appropriations.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
123 * 7,600
Peace & Security 123 * 100
Stabilization Operations and Security Sector Reform 123 * 100
Defense, Military, and Border Restructuring, Reform and Operations 123 * 100
Investing in People 0 * 7,500
Health 0 * 7,500
HIV/AIDS 0 * 7,500

Statement of Changes
In FY 2006, CSH and GHAI funds were routed through the Regional HIVV/AIDS Program in
Pretoria, South Africa. In FY 2008, these significantly increased HIVV/AIDS funds will go directly
to Swaziland.
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TANZANIA
Transforming

Obstacles and Opportunities for Advancing Transformational Diplomacy
With an average GDP per capita of $300 in 2004, Tanzania is one of the world's poorest countries
and is heavily dependent on foreign aid. The quality of, and access to, education, health capacity
and delivery of services, infant mortality and maternal morbidity, are major challenges to
development in Tanzania. Tanzania's long and poorly controlled border also poses a serious threat
in terms of security and transnational crime. Nonetheless, Tanzania is an admirable example of
economic reform and political stability on the African continent. A real GDP growth rate of 6.9%

in 2005 and successful 2005 elections considered to have been generally free and fair contribute
to this picture. Based on its overall policy performance, Tanzania became a Millennium
Challenge Corporation (MCC)-eligible country in FY 2006. In addition, Tanzania has signaled
strongly that it would like closer U.S.-Tanzanian military relations and to begin participation in
peace-keeping operations. Marring the otherwise impressive political landscape, however, is the
fragile political situation on the Island of Zanzibar. The two dominant political parties are highly
polarized and volatile, while major reconciliation efforts remain yet to be seen.

Resources to Help Advance Transformational Diplomacy

Request by Objective

2006 Actual

2007 Estimate

($ in thousands)

2008 Request

Peace & Security 2,701 * 900
Governing Justly & Democratically 1,414 * 1,074
Investing in People 127,387 * 333,465
Economic Growth 6,082 * 6,111
Humanitarian Assistance 13,711 * 0
Total 151,295 * 341,550

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Child Survival and Health 21,954 * 22,100
Development Assistance 12,617 * 12,950
Economic Support Fund 0 * 3,600
Global HIV/AIDS Initiative 100,312 * 302,000
International Military Education & Training 0 * 300
International Narcotics Control and Law Enforcement 0 * 450
Nonproliferation, Antiterrorism & Demining 2,701 * 150
Public Law 480 (Food Aid) 13,711** * 0
Total 151,295 * 341,550
Peace Corps 2718 * 2753

**EY 2006 includes $13.711 million of P.L. 480 Title Il emergency food aid. Emergency food aid has not

been allocated to countries in FY 2008

Peace and Security ($0.9 million): As the only major donor funding Tanzania's security sector,
the United States will provide vital technical assistance for badly needed security sector reform,
including internal controls against police corruption, professional development opportunities for

the police force, and forensic capabilities to increase successful prosecutions. U.S.

counterterrorism assistance will focus on supporting the Tanzanian government's desire to
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establish its own Counterterrorism (CT) Center. The center will also train Tanzania's law
enforcement on port and harbor security, upgrade Tanzania's border management system, and
strengthen crisis response capacity. As U.S.-Tanzanian military-to-military relations expand, the
United States will provide a wider range of assistance toward stabilization operations, including
coastal security training and assistance to counter illicit trafficking in conventional weapons.

Governing Justly and Democratically ($1.01 million): U.S. assistance can best help build
democracy in Tanzania by supporting efforts to strengthen political transparency and
accountability. U.S. assistance will fund programs to work primarily with civic groups,
parliamentarians and politicians.

Investing in People ($333.5 million): At 5.7 births per woman, Tanzania has one of the highest
fertility rates in Africa as well as one of the highest rates of maternal mortality (578 per 100,000
live births). These factors dilute the impact of strong economic growth, making growth and
poverty reduction difficult, which could elevate the country's vulnerability to civil strife. Malaria
is the number one killer of children. U.S. assistance will dramatically improve malaria
prevention and treatment, especially for pregnant women and children. U.S. assistance will also
provide resources to address the high fertility rate that is contributing to maternal mortality and
undercutting the positive impact of recent economic growth. Cost-effective survival interventions
such as Vitamin A supplementation will be supported nationwide. Only 7% of Tanzanians attend
secondary school, and only two in five girls complete primary school. U.S. assistance will support
basic education in Tanzania, especially for girls. A principal objective is increased training of
English, math and science teachers, and equipping schools, particularly on Zanzibar, with math
and science equipment/textbooks and training aids for both primary and secondary levels.
Education activities also support the goals of the East African Counterterrorism Initiative on
Zanzibar and in Southern Tanzania.

Linkage with the President’s Malaria Initiative (PMI): In FY 2008, Tanzania will expand efforts
to scale up proven preventive and treatment interventions toward achievement of 85% coverage
among vulnerable groups to support the PMI goal of reducing malaria-related morbidity by
50%. These proven interventions include artemisinin-based combination therapies for the
treatment of malaria; a combination of insecticide-treated mosquito nets and indoor residual
spraying to prevent malaria; and intermittent preventive treatment to address the impact of
malaria in pregnancy.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Tanzania, a PEPFAR focus
country, will receive significant support for bilateral HIVV/AIDS programs in FY 2008. These
funds will be used, under the leadership of the host country government, to scale up integrated
prevention, care and treatment programs throughout the country. PEPFAR support is invested in
partnerships to help the nation build its capacity for a sustainable response. Tanzania will also
receive PEPFAR resources for HIV/AIDS outside of the Foreign Operations appropriations.

Economic Growth ($6.1 million): U.S. economic growth assistance will focus on increasing
Tanzania's export of agricultural cash crops, focusing on strengthening the investment climate,
encouraging privatization, and increasing agricultural productivity to raise incomes and reduce
poverty. Given the importance of tourism, growth of the Tanzanian economy relies heavily on
conservation of its parks and oceans. Assistance will support improved natural resources
management and preservation of biodiversity. The United States is the only donor working with
the parliament on legislation to address environmental degradation. Promotion of alternative
cooking fuels is urgently needed to keep the environment from being irreversibly damaged. A
similar problem exists along the coastline, where over-fishing is taking a heavy toll. The United
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States will work with the Jane Goodall Institute, African Wildlife Foundation and World Wildlife

Fund to assist villagers living around Tanzania's game parks to have a better understanding of

environmental balance.

Request by Element

($ in Thousands)

2006
Actual

151,295

2008
Request

341,550

*

Peace & Security 2,701 * 900
Counter-Terrorism 2,701 * 150
Deny Terrorist Sponsorship, Support and Sanctuary 0 * 150
Governments’ Capabilities 2,701 * 0
Stabilization Operations and Security Sector Reform 0 * 750
Defense, Military, and Border Restructuring, Reform and Operations 0 * 300
Law Enforcement Restructuring, Reform and Operations 0 * 450
Governing Justly & Democratically 1,414 * 1,074
Good Governance 1,245 * 810
Legislative Function and Processes 395 * 310
Anti-Corruption Reforms 637 * 298
Program Support (Governance) 213 * 202
Civil Society 169 * 264
Civic Participation 169 * 215
Program Support (Civil Society) 0 * 49
Investing in People 127,387 *| 333,465
Health 122,266 *| 324,100
HIV/AIDS 100,312 *| 302,000
Tuberculosis 417 * 1,500
Malaria 11,500 * 11,500
Other Public Health Threats 791 * 0
Maternal and Child Health 3,312 * 4,500
Family Planning and Reproductive Health 5,934 * 4,600
Education 5,121 * 9,365
Basic Education 5,121 * 9,365
Economic Growth 6,082 * 6,111
Trade and Investment 860 * 0
Trade and Investment Capacity 810 * 0
Program Support (Trade) 50 * 0
Agriculture 1,289 * 2,111
Agricultural Enabling Environment 429 * 811
Agricultural Sector Productivity 810 * 1,200
Program Support (Agriculture) 50 * 100
Environment 3,933 * 4,000
Natural Resources and Biodiversity 3,463 * 3,525
Program Support (Environment) 470 * 475
Humanitarian Assistance 13,711 * 0
Protection, Assistance and Solutions 13,711 * 0
Crisis Assistance and Recovery 13,711 * 0
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Linkages with the Millennium Challenge Corporation (MCC)
Tanzania was selected as an MCC-eligible country in November 2005. On May 24, 2006, the
Government of Tanzania and the MCC signed a threshold country program for $11.2 million. The
program is designed to enhance local capacities to fight corruption, strengthen the rule of law,
improve governance, and increase oversight of public procurement. Tanzania has developed a
compact proposal expected to focus on poverty reduction through sustained economic growth as
the core objective. A compact agreement may be agreed to and take effect during FY 2008.

Statement of Changes
Among program elements, there have been increases in Basic Education, Maternal and Child
Health, and Tuberculosis and trade-off decreases in Family Planning and Reproductive Health,
Government's Capabilities, and Trade and Investment Capacity. It is important to focus the USG
program in Tanzania on the major development challenges in the country; as such, a strategic
decision to focus on health, education, and natural resource management was made. The
education program budget figures show an increase from $5.1 million in FY 2006 to $9.4 million
in FY 2008, reflecting the priority we place on this program element. Significant increases in
HIV/AIDS funding through the GHAI account will provide increased HIV/AIDS prevention,
care, and treatment services to the people of Tanzania.
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TOGO
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Since the 1990s, most bilateral and multilateral aid to Togo has been cut off because of the
country's halting transition to democracy, poor human rights record, and failure to service its
external debt. Togo is still suffering the after effects of the February 2005 death of President
Eyadema, who led Africa's first military coup d'etat, and of nearly 40 years of his misrule. The
Government of Togo now seeks to convince the international community that it is on the path to
political and economic reform and has taken a number of steps to engage its domestic opponents
and begin the reform process.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 69 * 100
Governing Justly & Democratically 0 * 120
Total 69 * 220
Request by Account
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Development Assistance 0 * 120
International Military Education & Training 37 * 100
Nonproliferation, Antiterrorism & Demining 32 * 0
Total 69 * 220
Peace Corps 2687 * 2675

Peace and Security ($0.1 million): Togo's success at democratization rests on the military's
acquiescence during this process and the reformulation of the military's role. Funding will be
used to professionalize the military, which includes programs to educate civilian and military
officials about respect for human rights, rule of law, and appropriate civilian-military relations in
a democracy.

Governing Justly and Democratically ($0.1 million): The assistance program will focus on
modernizing the judiciary. This funding will complement the efforts of other donors within the
framework of a comprehensive judicial reform program to strengthen the judiciary and reinforce
the rule of law.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
69 * 220
Peace & Security 69 * 100
Stabilization Operations and Security Sector Reform 69 * 100
Defense, Military, and Border Restructuring, Reform and Operations 69 * 100
Governing Justly & Democratically 0 * 120
Rule of Law and Human Rights 0 * 120
Justice System 0 * 120

289




UGANDA
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
The biggest obstacle to Uganda's advancement is the armed insurgency of the Lord's Resistance
Army (LRA), resulting in the displacement of millions of northern Ugandans. Uganda returned
to a multi-party political system after 20 years of "no-party" rule and faces many additional
challenges in rolling-out the new multi-party political system at all levels. Other challenges
include corruption, which limits further expansion of foreign direct investment, continued high
rates of population growth (third highest in the world at 3%), low quality of education, and the
continued effects of HIV/AIDS, malaria and other preventable and infectious diseases.

President Museveni has proved to be a true working partner and a stalwart supporter of the United
States and the United Nations. Building upon this strong partnership, US assistance programs in
all objectives have achieved notable progress, and it is expected that they will continue to do so.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands) 2006 Actual

2007 Estimate 2008 Request

Peace & Security 2,030 * 4,750
Governing Justly & Democratically 2,378 * 4,100
Investing in People 197,435 * 292,750
Economic Growth 42,561 * 27,650
Total 244,404 * 329,250

Request by Account

2006 Actual

2007 Estimate

($ in thousands)

2008 Request

Child Survival and Health 20,648 * 20,900
Development Assistance 23,414 * 29,500
Global HIV/AIDS Initiative 145,000 * 255,000
International Military Education & Training 340 * 500
International Narcotics Control and Law Enforcement 0 * 350
Nonproliferation, Antiterrorism & Demining 140 * 0
Public Law 480 (Food Aid) 54,862** * 23,000
Total 244,404 * 329,250
Peace Corps 1828 * 1849

**EY 2006 includes $41.203 million of P.L. 480 Title Il emergency food aid. Emergency food aid has not

been allocated to countries in FY 2008

Peace and Security ($4.8 million): As northern Uganda transitions from a conflict emergency,
increasing support will need to be provided to reintegrate ex-combatants and advance national
reconciliation. In cooperation with the Ugandan police, U.S. assistance will: 1) develop forensic
laboratory capabilities to enhance criminal investigations and prosecutions; 2) support community
policing in northern Uganda; and 3) assist in reducing the illicit trafficking in conventional
weapons. Funds will also be used to continue to restore professionalism in Uganda's downsized
military. The U.S. will also support the Government's ongoing efforts to stem trafficking in
persons and migrant smuggling. Due to Uganda's strategic location and porous borders,
additional funds will be provided to deny terrorist sponsorship and sanctuary.
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Governing Justly and Democratically ($4.1 million): As Uganda returns to a multi-party
political system, the U.S. will support increased participation in democratic processes through
strengthening democratic representation and civil society, while increasing public awareness of
multi-party democracy; and improved peaceful political competition. The U.S. will also help
prepare for the upcoming 2011 elections.

Investing in People ($292.8 million): U.S. investment in family planning programs will help
slow one of the highest population growth rates in the world (3.3%), with an average of seven
children per woman.

With over 220,000 under-five deaths occurring in Uganda each year, the majority due to
preventable diseases and malnutrition, maternal child health (MCH) improvements will also have
a significant impact on all levels of development.. The U.S. will combat tuberculosis, promote
positive nutritional practices, and provide supplementary feeding for malnourished youth and
support orphans and vulnerable children.

U.S. assistance under the Africa Education Initiative will support head teacher training and
curriculum reform at the post-primary level. The United States also plans to continue supporting
Universal Primary Education in Uganda, and to enhance the quality of primary education. .

Linkage with the President's Malaria Initiative: The U.S. will expand efforts to scale up proven
preventive and treatment interventions toward achievement of 85% coverage among vulnerable
groups to support the PMI goal of reducing malaria-related morbidity by 50%.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Uganda, a PEPFAR focus
country, will receive significant support to scale up integrated prevention, care and treatment
programs throughout the country.

Economic Growth ($27.7 million): To alleviate widespread poverty and expand economic
growth efforts to northern Uganda, the U.S. will focus on improving agriculture, water and
sanitation The U.S. will protect bio-diversity, including the environmentally threatened Albertine
Rift and endangered areas of northern Uganda.

Humanitarian Assistance ($0.5 million): The U.S. will support the Famine Early Warning
System to better manage the risk of food insecurity.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
244,404 *| 329,250
Peace & Security 2,030 * 4,750
Counter-Terrorism 100 * 150
Deny Terrorist Sponsorship, Support and Sanctuary 100 * 150
Stabilization Operations and Security Sector Reform 380 * 2,900
Disarmament, Demobilization & Reintegration (DDR) 0 * 1,900
Destruction and Security of Conventional Weapons 40 * 0
Immediate Protection of Civilians in Conflict 0 * 500
Defense, Military, and Border Restructuring, Reform and Operations 340 * 0
Law Enforcement Restructuring, Reform and Operations 0 * 500
Transnational Crime 250 * 200
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(% in Thousands) 2006 2007 2008
Actual Estimate = Request

Trafficking-in-Persons and Migrant Smuggling 250 * 200
Conflict Mitigation and Reconciliation 1,300 * 1,500
Conflict Mitigation 92 * 192
Peace and Reconciliation Processes 958 * 641
Program Support (Conflict) 250 * 667
Governing Justly & Democratically 2,378 * 4,100
Good Governance 2,378 * 1,000
Legislative Function and Processes 250 * 388
Local Government and Decentralization 1,053 * 389
Program Support (Governance) 1,075 * 223
Political Competition and Consensus-Building 0 * 2,000
Consensus-Building Processes 0 * 493
Elections and Political Processes 0 * 493
Political Parties 0 * 492
Program Support (Political Competition) 0 * 522
Civil Society 0 * 1,100
Civic Participation 0 * 858
Program Support (Civil Society) 0 * 242
Investing in People 197,435 *| 292,750
Health 190,710 *| 286,250
HIV/AIDS 145,000 *| 255,000
Tuberculosis 1,878 * 2,200
Malaria 9,500 * 9,500
Maternal and Child Health 26,997 * 13,050
Family Planning and Reproductive Health 6,335 * 6,500
Water Supply and Sanitation 1,000 * 0
Education 5,925 * 6,500
Basic Education 5,925 * 6,500
Social and Economic Services and Protection for VVulnerable Populations 800 * 0
Social Services 800 * 0
Economic Growth 42,561 * 27,650
Trade and Investment 1,107 * 0
Trade and Investment Capacity 907 * 0
Program Support (Trade) 200 * 0
Agriculture 37,521 * 21,150
Agricultural Sector Productivity 36,328 * 19,990
Program Support (Agriculture) 1,193 * 1,160
Private Sector Competitiveness 0 * 2,000
Private Sector Productivity 0 * 1,778
Program Support (Private Sector) 0 * 222
Environment 3,933 * 4,500
Natural Resources and Biodiversity 3,289 * 4,000
Program Support (Environment) 644 * 500

Linkages with the Millennium Challenge Corporation (MCC)
Uganda will receive Millennium Challenge Account Threshold Program funds for corruption
prevention, investigation and prosecution, particularly in the area of public procurement.
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Statement of Changes
The FY 2008 budget for Uganda reflects increases in agriculture, private sector competitiveness
and environment, which will be critical in assisting northern Uganda to stimulate economic
growth in a post-conflict situation. Additional resources for family planning will support
Uganda's efforts in tackling its high fertility rate. Uganda will also receive increased democracy
and governance funding to promote pluralism in Uganda's Parliament.
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ZAMBIA
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
The major obstacles to Zambia's advancement include legacies of endemic corruption, state
intervention in the economy, and under-investment in social sectors. Such legacies erode public
confidence in government and hamper economic and social development. Although Zambia is
peaceful, it continues to rank near the bottom of the United Nation's Human Development Index
and will not meet most of the United Nations Millennium Development Goals in the foreseeable
future.

Zambia's history of promoting peace at home and abroad, its multi-party political system, and its
continuing transition to a free market economy provide opportunities for U.S. Government (USG)
assistance to support its growth. The fragile peace in neighboring Democratic Republic of Congo

and instability in neighboring Zimbabwe heighten the importance of a stable, democratic and
prosperous Zambia for the region. United States engagement can help Zambians build a

prosperous and democratic country.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Peace & Security 361 * 400
Governing Justly & Democratically 750 * 500
Investing in People 149,397 * 308,270
Economic Growth 12,623 * 11,817
Humanitarian Assistance 1,694 * 15,206
Total 164,825 * 336,193

Request by Account

2006 Actual

2007 Estimate

($ in thousands)

2008 Request

Child Survival and Health 16,004 * 10,770
Development Assistance 27,972 * 17,023
Global HIV/AIDS Initiative 116,000 * 290,000
International Military Education & Training 261 * 400
Nonproliferation, Antiterrorism & Demining 100 * 0
Public Law 480 (Food Aid) 4,488** * 18,000
Total 164,825 * 336,193
Peace Corps 4055 * 3600

**EY 2006 includes $1.533 million of P.L. 480 Title Il emergency food aid. Emergency food aid has not

been allocated to countries in FY 2008

Peace and Security ($0.4 million): USG programs strengthen the U.S. partnership with Zambia
in the Global War on Terror (GWOT) by training military officers in counter-terrorism. IMET
programs strengthen the U.S. partnership with Zambia in the GWOT by training military officers
in counter-terrorism and training to better control the country's borders and providing
immigration officials with the tools to collect and analyze traveler data. The African Contingency
Operations Training and Assistance program provides training and other crisis response
assistance to contingents of the Zambian military to enhance its capacity to effectively participate
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in humanitarian relief and peace keeping operations. With difficult neighbors, such as Zimbabwe
and the Democratic Republic of Congo, the Zambian military could play an important role in
regional peacekeeping efforts.

Governing Justly and Democratically ($0.5 million): Poor political rights and civil liberties
are significant issues hindering Zambia's development. The United States' sharply targeted
assistance promotes rule of law and human rights in Zambia by focusing on creating judicial
independence. With the upcoming elimination of USAID's Democracy and Governance activities
(end of FY 2007), concerns in this area are addressed principally by the country's Millennum
Challenge Corporation (MCC) Threshold program, which focuses on fighting corruption and
improving government effectiveness.

Investing in People ($308.3 million): Very short life expectancy, high levels of maternal
mortality, relatively low literacy and large income inequality present severe problems for
Zambia's development. USG assistance addresses the country's poor socio-economic conditions
by promoting health and education, with a focus on increasing equitable access to quality basic
education, strengthening maternal and child health, combating tuberculosis, and improving family
planning and reproductive health. USG programs help to reduce the prevalence of disease,
improve quality and access to primary education and school-based health and nutrition, and
promote the rights of women, including the reduction of trafficking in persons and gender-based
violence.

Linkages with the President's Malaria Initiative (PMI): Zambia will be a new PMI country in FY
2008. PMI's goal is to reduce malaria-related morbidity by 50% in 15 participating African
countries. Zambia will achieve this goal over three years by reaching 85% coverage of
vulnerable groups with proven preventive and therapeutic interventions. These include:
artemisinin-based combination therapies for the treatment of malaria; a combination of
insecticide-treated mosquito nets and indoor residual spraying to prevent malaria; and intermittent
preventive treatment to address the impact of malaria in pregnancy.

Linkages with the President's Emergency Plan for AIDS Relief (PEPFAR): Zambia, a PEPFAR
focus country, will receive significant support for bilateral HIV/AIDS programs in FY 2008.
These funds will be used, under the leadership of the host country government, to scale up
integrated prevention, care, and treatment programs throughout the country. PEPFAR support is
invested in partnerships to help the nation build its capacity for a sustainable response. Zambia
will also receive PEPFAR resources for HIV/AIDS outside of the Foreign Operations
appropriations.

Economic Growth ($11.8 million): Despite indicators suggesting that Zambia's economy has
expanded moderately over the past five to six years, the country has a major problem with
economic diversification, relying primarily upon copper and other mineral exports. USG
assistance promotes agriculture, private sector competitiveness, financial services, trade and
investment, and economic opportunity by addressing agricultural and private sector productivity,
advancing trade and investment capacity, promoting inclusive economic law and property rights,
improving financial services, and strengthening the agricultural, business, financial, and trade and
investment enabling environments. The program also works to remove regulatory and
institutional constraints on businesses, reform financial and capital markets, and promote the
growth of small and medium-sized enterprises, particularly those in the agricultural sector.

Humanitarian Assistance ($15.2 million): Sustainable economic and social progress in Zambia
is hindered by recurrent droughts and floods. Innovative USG assistance will merge food
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security with income generation activities, agricultural projects, and private sector-oriented
activities in two provinces which are chronically devastated by drought or flood, thereby enabling
participants to break out of the perpetual cycle of dependency.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
164,825 * 336,193
Peace & Security 361 * 400
Counter-Terrorism 100 * 0
Deny Terrorist Sponsorship, Support and Sanctuary 100 * 0
Stabilization Operations and Security Sector Reform 261 * 400
Defense, Military, and Border Restructuring, Reform and Operations 261 * 400
Governing Justly & Democratically 750 * 500
Rule of Law and Human Rights 0 * 500
Judicial Independence 0 * 500
Good Governance 750 * 0
Anti-Corruption Reforms 750 * 0
Investing in People 149,397 *| 308,270
Health 132,004 *| 300,770
HIV/AIDS 116,000 *| 290,000
Tuberculosis 989 * 1,500
Malaria 7,659 * 6,270
Maternal and Child Health 4,192 * 0
Family Planning and Reproductive Health 3,164 * 3,000
Education 17,393 * 7,500
Basic Education 17,393 * 7,500
Economic Growth 12,623 * 11,817
Trade and Investment 1,804 * 1,717
Trade and Investment Enabling Environment 527 * 489
Trade and Investment Capacity 1,178 * 1,094
Program Support (Trade) 99 * 134
Financial Sector 1,301 * 911
Financial Services 1,243 * 835
Program Support (Financial Sector) 58 * 76
Agriculture 7,285 * 7,071
Agricultural Enabling Environment 865 * 802
Agricultural Sector Productivity 5,723 * 5,515
Program Support (Agriculture) 697 * 754
Private Sector Competitiveness 1,592 * 1,515
Private Sector Productivity 1,453 * 1,349
Program Support (Private Sector) 139 * 166
Economic Opportunity 641 * 603
Strengthen Microenterprise Productivity 611 * 567
Program Support (Econ Opportunity) 30 * 36
Humanitarian Assistance 1,694 * 15,206
Protection, Assistance and Solutions 0 * 15,206
Crisis Assistance and Recovery 0 * 15,000
Program Support (Protection) 0 * 206
Disaster Readiness 1,694 * 0
Capacity Building, Preparedness, and Planning 1,694 * 0
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Linkages with the Millennium Challenge Corporation (MCC)
Zambia is an MCC Threshold country. The program is a two-year, $24.3 million effort to fight
corruption and improve government effectiveness. The program's three-pronged strategy in
combating corruption focuses on preventing corruption in targeted government institutions,
enhancing public service delivery to the private sector, and improving the border management of
trade.

Statement of Changes
The Investing in People objective will see significant changes. The African Education Initiative
provided a significant one-time DA boost in funding through the Fast Track Initiative for
Education in FY 2006. The Humanitarian Assistance objective has shifted its focus from disaster
readiness to protection assistance and solutions, and will be increased significantly for FY 2008.
These resources will assist farmers in drought prone provinces within Zambia to develop
alternative and sustainable methods for obtaining water for irrigation and to grow more drought
resistant crops to mitigate the damaging effects of recurring droughts. These additional P.L. 480
funds will help indigent Zambia farmers build sustainable defenses against natural disasters.
Significant increases in funding for HIVV/AIDS through the GHAI account will provide increased
HIV/AIDS prevention, care, and treatment services to the Zambian people.
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ZIMBABWE

Obstacles and Opportunities for Advancing Transformational Diplomacy
In order to lay the groundwork for Zimbabwe's return to democracy and prosperity, U.S.
assistance must help the country confront a number of obstacles, including a democratic
opposition and civil society that have been weakened by years of government repression, an
economic meltdown and concomitant increasing humanitarian needs, and a serious HIV/AIDS
epidemic. The 2008 Presidential election, if it occurs on schedule, presents the next major
opportunity to advance democracy. Democratic forces will need support from the United States
to push forward constitutional and elections reform to ensure that elections are free and fair. The
regime itself is increasingly fractionalized by differences of opinion over the succession issue and
how to turn around the economy and this may provide an opening to leverage officials of the
Zimbabwe African National Union - Patriotic Front to support reforms. The poorly conceived
and implemented land reform process and ruinous economic policies have undermined popular
support for the regime and have resulted in the fastest imploding economy in the world
(characterized by -5.5% GDP, nearly 1,200% inflation, and 80% of the population below the
poverty line) and chronic food insecurity for 50% of the population. The HIV/AIDS prevalence
rate, at 18.1%, equates to one in four adults being HIV positive, 185,000 AIDS-related deaths and
a similar number of new infections each year, contributing to an orphan population of 1.6 million,
the highest rate per capita worldwide. This, in combination with out-migration of skilled
professionals and deterioration in the school system, will make rebuilding Zimbabwe a challenge
despite its wealth of natural resources and, until recently, relatively high level of human capital
and infrastructure development.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual | 2007 Estimate | 2008 Request
Governing Justly & Democratically 6,586 * 3,000
Investing in People 10,973 * 18,010
Total 17,559 * 21,010

Request by Account

($ in thousands)

2006 Actual

2007 Estimate 2008 Request

Child Survival and Health 10,973 * 18,010
Development Assistance 3,601 * 3,000
Economic Support Fund 2,970 * 0
Transition Initiatives 15 * 0
Total 17,559 * 21,010

Governing Justly and Democratically ($3.0 million): Operating under the current assumption
that elections will proceed on time in March or April 2008 and that, if they are free and fair, they
will place a more moderate individual in power, FY 2008 funding will be targeted principally at
consensus building activities aimed at promoting peaceful agreement on democratic reform, rules,
and frameworks as well as broad-based participation in determining, defining, and negotiating
changes to governing structures and electoral processes. Illustrative activities include legislative
reform, national dialogue, referenda on key issues, civil society participation in the process, and
assistance to communicate issues, engender debate, and convey enacted reforms to the general
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populace. Funding will be required early in the fiscal year to support final elements of an
elections strategy, including monitoring, in the months immediately preceding an election.
Additionally, funding is necessary for program support costs such as staff salaries, travel,
training, and ICASS expenses. If the elected government is reform-minded, supplemental
assistance will be requested, consistent with an ongoing forward planning exercise, to undertake
medium- and long-term democracy and economic governance-related assistance such as judicial
reform, local government capacity development, civil society and media strengthening, and
private sector growth.

If elections do not occur in 2008, or if elections continue the status quo, FY 2008 programming
under the Governing Justly and Democratically objective will be reassessed to determine the most
promising course needed to assist the democratic opposition to survive and to maintain pressure
on the regime to reform. The United States will promote a continuing dialogue with domestic
and regional audiences on economic mismanagement, political manipulation, and human rights
abuses. Furthermore, the United States plans to build the capacity of the legislature to enable
governmental debate and public hearings on important issues, strengthen advocacy skills and
overall participation of civil society organizations in the democratic process, support independent
media, including Voice of America, and continue efforts to realize election reform and a stronger
opposition voice.

Investing in People ($18.0 million): Zimbabwe is fighting one of the most severe HIV/AIDS
epidemics in the world. The U.S. HIV/AIDS program is a five-year, multi-agency strategy
focused on the prevention, care, and treatment of the disease. FY 2008 funding will target
mother-to-child transmission of HIV/AIDS, promote behavior change through mass media and
interpersonal communication, provide voluntary counseling and testing and post-test services,
male and female condoms, and anti-retrovirals to Zimbabweans, strengthen supply chain
management within the health sector, support orphans and vulnerable children with legal,
medical, and psycho-social services, and integrate family planning into HIVV/AIDS services.
Additionally, the United States will support continued policy dialogue and participation in multi-
donor fora (such as the Global Fund's Country Coordinating Mechanism) and program
management costs such as staff salaries, travel, training, and ICASS expenses.

Linkages with the President's Emergency Plan for AIDS Relief (PEPFAR): Zimbabwe will
receive significant support for bilateral HIV/AIDS programs in FY 2008, with programmatic
emphasis on a range of interventions related to care, treatment, and prevention. Zimbabwe will
also receive PEPFAR resources for HIV/AIDS outside of the Foreign Operations appropriations.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
17,559 * 21,010
Governing Justly & Democratically 6,586 * 3,000
Rule of Law and Human Rights 500 * 0
Human Rights 500 * 0
Good Governance 415 * 400
Legislative Function and Processes 415 * 400
Political Competition and Consensus-Building 800 * 535
Consensus-Building Processes 0 * 335
Elections and Political Processes 500 * 200
Political Parties 300 * 0
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(% in Thousands) 2006 2007 2008
Actual Estimate = Request

Civil Society 4,871 * 2,065
Civic Participation 3,631 * 900
Media Freedom and Freedom of Information 1,000 * 800
Program Support (Civil Society) 340 * 365
Investing in People 10,973 * 18,010
Health 10,973 * 18,010
HIV/AIDS 9,787 * 17,000
Family Planning and Reproductive Health 1,186 * 1,010

Statement of Changes
Though presidential elections are not yet certain for 2008, assistance will create pressure for
elections to continue on schedule and will encompass strengthening democratic political parties,
updating the voter rolls, educating voters, promoting issues-based dialogue, ensuring appropriate
media coverage, parallel vote tabulation, and monitoring of polling sites. U.S. support will allow
assessments to be conducted to identify cross-sectoral needs and required interventions in an
environment conducive to reform. The analysis will feed into multi-donor planning efforts.

Should elections proceed in 2008, with FY 2008 resources, the United States anticipates further
programmatic changes to focus on consensus-building, as discussed above.
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AFRICA REGIONAL
Regional

Obstacles and Opportunities for Advancing Transformational Diplomacy
The enormous size and diversity of sub-Saharan Africa poses some significant challenges for
foreign assistance resources. Sub-Saharan Africa has at least one country in each of the five
country categories, and the region's challenges range from states facing difficult rebuilding after
periods of collapse to states that are thriving democracies promoting economic growth. The
principal goal of the Africa Regional Program is to support U.S. efforts in Peace and Security and
Governing Justly and Democratically programs in sub-Saharan Africa. While the Africa
Regional Program demonstrates the strong U.S. commitment to fighting terrorism and helping
promote the empowerment of women, the vast bulk of U.S. resources in the Africa region are
devoted to Investing in People or Economic Growth, specifically in fighting HIV/AIDS and
malaria, as well as providing emergency food assistance to populations facing natural disasters,
conflict, or state collapse.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

2006 Actual 2007 Estimate | 2008 Request

Peace & Security 47,397 * 21,333
Governing Justly & Democratically 7,130 * 2,300
Investing in People 2,700 * 4,950
Economic Growth 3,737 * 0
Total 60,964 * 28,583

Request by Account

($ in thousands)

2006 Actual | 2007 Estimate

2008 Request

Economic Support Fund 15,408 * 7,250
Foreign Military Financing 3,960 * 0
International Military Education & Training 136 * 133
International Narcotics Control and Law Enforcement 594 * 0
Nonproliferation, Antiterrorism & Demining 0 * 7,200
Peacekeeping Operations 40,866 * 14,000
Total 60,964 * 28,583

The State Africa regional program received $5 million of FY 2006 supplemental funds from the
PKO account.

Peace and Security ($21.3 million): One of the highest priorities for programming Africa
Regional resources is the promotion of Peace and Security. Africa Regional funds will continue
to be used to support a range of activities, including training programs to strengthen African
capacity to fight terrorism, and to enhance border and coastal security. The Trans-Sahara
Counterterrorism Partnership, a robust and multifaceted program to deny terrorists safe-havens,
operational bases, and recruitment opportunities, will also be supported.

Governing Justly and Democratically ($2.3 million): Africa Regional resources will be used to
improve the administration of justice for victims of domestic violence as part of the Women's
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Justice and Empowerment Presidential Initiative (WJEI). WJEI seeks to help the governments of
Benin, Kenya, Zambia and South Africa: 1) improve their ability to investigate, prosecute, and
adjudicate gender based violence (GBV); 2) raise awareness of GBV; and 3) provide GBV
victims with support.

Investing in People ($5.0 million): Regional funds will be used to support programs in two
broad areas of WJEI activity: 1) efforts to strengthen the awareness of violence against women
and children, and change related attitudes and behavior; and 2) the provision of support and
assistance to victims. WJEI programs will complement existing HIVV/AIDS prevention and care
activities funded by the President's Emergency Plan for AIDS Relief.

Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request

60,964 * 28,583

Peace & Security 47,397 * 21,333
Counter-Terrorism 2,285 * 7,200
Deny Terrorist Sponsorship, Support and Sanctuary 0 * 1,200
De-L egitimize Terrorist Ideology 650 * 0
Governments’ Capabilities 1,635 * 6,000
Stabilization Operations and Security Sector Reform 44,962 * 14,133
Defense, Military, and Border Restructuring, Reform and Operations 44,962 * 14,133
Conflict Mitigation and Reconciliation 150 * 0
Peace and Reconciliation Processes 150 * 0
Governing Justly & Democratically 7,130 * 2,300
Rule of Law and Human Rights 1,394 * 2,300
Justice System 897 * 0
Human Rights 497 * 2,300
Good Governance 3,060 * 0
Legislative Function and Processes 500 * 0
Public Sector Executive Function 860 * 0
Local Government and Decentralization 1,000 * 0
Anti-Corruption Reforms 700 * 0
Political Competition and Consensus-Building 1,350 * 0
Elections and Political Processes 1,000 * 0
Political Parties 350 * 0
Civil Society 1,326 * 0
Civic Participation 556 * 0
Media Freedom and Freedom of Information 770 * 0
Investing in People 2,700 = 4,950
Social and Economic Services and Protection for Vulnerable Populations 2,700 * 4,950
Social Services 1,350 * 3,950
Social Assistance 1,350 * 1,000
Economic Growth 3,737 * 0
Trade and Investment 1,365 * 0
Trade and Investment Enabling Environment 990 * 0
Trade and Investment Capacity 375 * 0
Private Sector Competitiveness 500 * 0
Business Enabling Environment 500 * 0
Environment 1,872 * 0
Natural Resources and Biodiversity 1,872 * 0
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AFRICA REGIONAL - USAID

Obstacles and Opportunities for Advancing Transformational Diplomacy
Transformational diplomacy faces tremendous challenges in sub-Saharan Africa, but there is a
willingness on the part of its countries and institutions to partner with the United States in
achieving greater security, stability, and growth on the continent. The major obstacles to Africa's
advancement are widespread poverty, illiteracy, hunger, disease, environmental degradation,
conflict, and poor governance. Most of these are best addressed through country-specific
interventions, but regional programs are needed to buttress those efforts in a number of areas, as
reflected by Presidential initiatives in such areas as trade, agriculture, HIV/AIDS and malaria.
The principal goal of Africa Regional programs is to strengthen selected African regional
institutions and organizations - including non-governmental organizations and associations - to
improve their capacity to contribute to Africa's development in an environment of stability and
security. Assistance will strategically support interventions across all of the priority areas and
enhance the U.S. Government's effort to move African countries up the development hierarchy.

Resources to Help Advance Transformational Diplomacy

($ in thousands)

Request by Objective

2006 Actual

2007 Estimate

2008 Request

Peace & Security 2,518 * 5,850
Governing Justly & Democratically 2,593 * 6,100
Investing in People 71,952 * 121,955
Economic Growth 20,090 * 46,275
Total 97,153 * 180,180

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Child Survival and Health 28,204 * 88,730
Development Assistance 68,949 * 91,450
Total 97,153 * 180,180

Peace and Security ($5.9 million): Assistance will support conflict mitigation and response;
peace and reconciliation processes, and preventive diplomacy; as well as the efforts of African
regional institutions to address conflict and respond swiftly to unforeseen circumstances with
African-based organizations. U.S. assistance will also support stabilization operations and
security sector reform aimed at the protection of civilians in conflict.

Governing Justly and Democratically ($6.1 million): By far the greatest part of good
governance work must be done at the country level, but some trans-boundary interventions and
partnership with regional organizations make an important contribution to strengthening
institutions of good governance on the continent. U.S. assistance is directed at civil society
strengthening, media freedom, and freedom of information. Funds are also directed at the
African Union to strengthen its capacities, particularly with respect to elections and political
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Investing in People ($122 million): The disease burden in Africa is the highest in the world.
Life expectancy is lower than other regions and continues to decline. The health of Africans has
deteriorated over the past decade because of the devastating interactions among poverty, conflict,
and the rapid spread of HIV/AIDS and other infectious diseases such as tuberculosis and malaria.
Poor health status has led to low productivity and perpetuation of poverty and inequity. U.S.
assistance will support health programs directed at malaria, maternal and child health, family
planning and reproductive health, tuberculosis, HIV/AIDS and other health threats. Funds will
support the President's Malaria Initiative as it seeks to reduce malaria deaths by half in 15 target
countries. Funds will also support African-based institutions working to address other challenges
in the health sector. Under the Africa Education Initiative, U.S. assistance will support equitable
access to quality basic education and include girls' scholarships, textbooks, and learning
materials.

Economic Growth ($46.3 million): U.S. assistance will support African-based
institutions/organizations such as the African Union's New Partnership for Africa's Development,
the Comprehensive Africa Agriculture Development Program, the Common Market for East and
Southern Africa, the Economic Community of West African States, the Southern African
Development Community, and the West African Economic and Monetary Union in the areas of:
agricultural production and enabling environment; seed research; and the development of
biotechnology tools under the Initiative to End Hunger in Africa. Funds will also support
expanding trade and promoting export competitiveness under the African Global Competitiveness
Initiative. Funds will support: infrastructure, including modern energy, communications and
transport services; private sector competitiveness, including the business enabling environment
and private sector productivity; economic opportunity, including strengthening micro-enterprise
productivity; and, financial services and the financial sector enabling environment. Assistance is
also directed at the environment, including trans-boundary natural resource and biodiversity
conservation programs, and is designed to leverage public-private partnerships for water and
sanitation development.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
97,153 * 180,180
Peace & Security 2,518 * 5,850
Counter-Terrorism 250 * 300
Program Support (Counter-Terrorism) 250 * 300
Conflict Mitigation and Reconciliation 2,268 * 5,550
Conflict Mitigation 800 * 2,500
Peace and Reconciliation Processes 668 * 2,500
Preventive Diplomacy 300 * 0
Program Support (Conflict) 500 * 550
Governing Justly & Demaocratically 2,593 * 6,100
Rule of Law and Human Rights 1,319 * 1,788
Human Rights 1,229 * 1,250
Program Support (Rule of Law) 90 * 538
Good Governance 525 * 847
Legislative Function and Processes 0 * 500
Program Support (Governance) 525 * 347
Political Competition and Consensus-Building 90 * 1,003
Elections and Political Processes 0 * 865
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(% in Thousands)

2006

2008

Actual

Request

Program Support (Political Competition) 90 * 138
Civil Society 659 * 2,462
Civic Participation 529 * 1,615
Program Support (Civil Society) 130 * 847
Investing in People 71,952 *| 121,955
Health 31,066 * 93,795
HIV/AIDS 2,261 * 1,000
Tuberculosis 2,583 * 2,000
Malaria 1,365 * 71,025
Other Public Health Threats 2,542 * 3,075
Maternal and Child Health 10,994 * 8,900
Family Planning and Reproductive Health 4,897 * 2,200
Water Supply and Sanitation 6,424 * 5,595
Education 34,309 * 28,160
Basic Education 34,309 * 28,160
Social and Economic Services and Protection for Vulnerable Populations 6,577 * 0
Social Services 5,692 * 0
Social Assistance 885 * 0
Economic Growth 20,090 * 46,275
Trade and Investment 1,769 * 10,940
Trade and Investment Enabling Environment 685 * 10,100
Trade and Investment Capacity 383 * 0
Program Support (Trade) 701 * 840
Financial Sector 2,194 * 500
Financial Sector Enabling Environment 982 * 225
Financial Services 982 * 275
Program Support (Financial Sector) 230 * 0
Infrastructure 4,097 * 5,500
Modern Energy Services 825 * 1,000
Communications Services 1,547 * 2,900
Transport Services 471 * 1,000
Program Support (Infrastructure) 1,254 * 600
Agriculture 8,780 * 21,210
Agricultural Enabling Environment 5,842 * 18,450
Agricultural Sector Productivity 1,450 * 750
Program Support (Agriculture) 1,488 * 2,010
Private Sector Competitiveness 578 * 0
Business Enabling Environment 116 * 0
Private Sector Productivity 382 * 0
Program Support (Private Sector) 80 * 0
Economic Opportunity 96 * 3,000
Strengthen Microenterprise Productivity 0 * 3,000
Program Support (Econ Opportunity) 96 * 0
Environment 2,576 * 5,125
Natural Resources and Biodiversity 1,502 * 2,750
Clean Productive Environment 510 * 2,100
Program Support (Environment) 564 * 275
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CENTRAL AFRICA REGIONAL
Regional

Obstacles and Opportunities for Advancing Transformational Diplomacy
Despite the richness of the natural resources of the Congo Basin, its people are among the poorest
in the world. One of the primary challenges for U.S. assistance is striking a balance between the
use of natural resources to satisfy current human needs and the protection of the resource base for
the needs of future generations. Many countries in central Africa are emerging from conflict, and
weak and inefficient governance structures are the norm. Insecurity is a very real concern in
many countries and infrastructure is extremely poor throughout the 70 million hectares of the
Basin, creating little incentive for any increased legitimate economic investment. While the
Congo Basin has great economic potential if managed appropriately, that potential is a source of
conflict and regional instability throughout central Africa. Through the Central African Regional
Program for the Environment (CARPE), the United States is increasing local, national, and
regional natural resource management and governance capacity not only to prevent the loss of
forest strength and biodiversity, but also to improve the livelihoods of the region's 100 million
inhabitants.

Resources to Help Advance Transformational Diplomacy
Request by Objective
2006 Actual

17,500
17,500

2007 Estimate 2008 Request
11,300
11,300

($ in thousands)

Economic Growth
Total

Request by Account

2006 Actual
17,500
17,500

2007 Estimate 2008 Request
11,300
11,300

($ in thousands)
Development Assistance

Total

Economic Growth ($11.3 million): U.S. assistance, through CARPE, will improve livelihoods
for inhabitants of the Congo Basin while promoting the sustainable use of natural resources and
biodiversity conservation. CARPE activities take place in 12 key biodiversity landscapes in
seven countries (Rwanda, the Republic of the Congo, the Central African Republic, Cameroon,
Equatorial Guinea, the Democratic Republic of Congo, and Gabon). Many of these landscapes
are trans-boundary in nature and require consultation and cooperation among different national
governments. CARPE also supports cross-cutting activities that serve the entire Basin such as
monitoring of deforestation trends, natural resource governance, and harmonization of policies.
These cross-cutting issues include two additional countries - Burundi and Sao Tome and Principe.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
17,500 * 11,300
Economic Growth *

Environment 17,500 * 11,300
Natural Resources and Biodiversity 15,670 * 9,765
Program Support (Environment) 1,830 * 1,535
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EAST AFRICA REGIONAL
Regional

Obstacles and Opportunities for Advancing Transformational Diplomacy
Obstacles to stability in East Africa are linked to high levels of poverty, weak governance and
institutions that are unwilling or unable to respond to the needs of thousands of marginalized and
impoverished people. In the Horn of Africa (HOA) region, instability results from a combustible
combination of regional state weakness (including prolonged statelessness within the borders of
the former Somali republic), broad, unregulated availability of automatic weapons, and the advent
of international terrorism and transnational criminality. These factors have coalesced to make the
arid lowland border areas of the Horn of Africa among the most fragile and lawless territories in
Africa. Inthe Great Lakes region, instability is more likely to be related to an abundance of
natural resources that leads to illegal extraction and trading and related corruption. Sustainable
resolution of many of the factors of instability and insecurity require improved governance, better
access to basic social services, and expanded opportunities for productive economic activity.
Many of the region's problems - particularly poor governance - must be addressed on a country-
specific basis. Other problems, however, demand cross-border attention, particularly expanding
economic opportunities and improving social service delivery to pastoralists who regularly cross
international boundaries in search of water and pasture, and regulating cross-border trade in
extractive products. Thus, while some attention should appropriately be provided directly to
cross-border issues of peace and security in both the HOA and the Great Lakes, other funding
must go to resolving issues of poverty and quality of life that, in the longer term, will reduce the
influence of extremist ideas.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

2006 Actual | 2007 Estimate 2008 Request

Peace & Security 2,227 * 7,360
Governing Justly & Democratically 1,249 * 1,000
Investing in People 10,448 * 5,760
Economic Growth 31,273 * 10,200
Total 45,197 * 24,320

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Child Survival and Health 10,098 * 5,760
Development Assistance 20,299 * 18,560
International Disaster and Famine Assistance 14,800 * 0
Total 45,197 * 24,320

Peace and Security ($7.4 million): The focus of the HOA program is to increase stability in the
region, especially along Kenya's and Ethiopia's border with Somalia, which remains unstable,
insecure and a potential breeding ground for international terrorism. The program will leverage
additional funds from the Department of Defense in the combined effort to deny safe haven for
terrorists and diminish the underlying conditions that foster extremism. Resources will be
allocated primarily to conflict mitigation and counter-terrorism activities that provide economic
incentives and alternatives to extremism. Funds will also contribute to regional security in the
Great Lakes region related to the extraction and trade of both forestry and mining products.
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Governing Justly and Democratically ($1.0 million): The regional program will focus on:
strengthened public-private partnerships to address the lack of transparency and accountability in
the transport corridor; civic participation in conflict mitigation; and more effective engagement in
governance of the local security sector in target cross-border zones. Investments will support
African partners, including, community based organizations, peace committees, regional
associations of revenue authorities, transport authorities, professional associations of country and
regional freight clearing and forwarding agents.

Investing in People ($5.8 million): The regional program complements bilateral efforts of the
President's Emergency Program for AIDS Relief (HIVV/AIDS prevention, care, and treatment)
through a transport corridor program and support to African children affected by HIV/AIDS.
Investments will be made in programs along the busiest transport corridors through which high
numbers of vulnerable people are infected with HIV. By focusing attention throughout the region
on these cross-border areas and leveraging country-level resources and strengthening regional
African health institutions, HIV and other diseases can be prevented and treated in greater
numbers.

Economic Growth ($10.2 million): From a regional perspective, economic growth is most
likely to be achieved through increased cross-border trade, efficient service delivery and
increased agricultural productivity. Funds will be used to support the Africa Global
Competitiveness Initiative (AGCI), the African Growth and Opportunities Act, and the Initiative
to End Hunger in Africa, to encourage regional economic growth with a specific concentration on
trade and investment, agriculture, and private sector competitiveness. Regional organizations
involved in technology development and transfer, economic policy and implementation, and
regional private sector federations and associations will help in maintaining a regional economic
growth and integration focus.

Funds will be aimed at increasing the effectiveness of African trade institutions to facilitate the
growth of African economies through enhanced efficiency and competitiveness as outlined in the
AGCI. To increase the integration of African economies, more countries will be assisted to join
and improve their participation in regional economic communities resulting in the creation of
larger regional markets. Funds will also be used to promote an enabling environment for
improved productivity of smallholder agriculture, with the goal of raising rural incomes.

Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request

45,197 * 24,320

Peace & Security 2,227 * 7,360
Stabilization Operations and Security Sector Reform 0 * 1,400
Immediate Protection of Civilians in Conflict 0 * 1,400
Conflict Mitigation and Reconciliation 2,227 * 5,960
Conflict Mitigation 1,815 * 5,500
Peace and Reconciliation Processes 0 * 460
Program Support (Conflict) 412 * 0
Governing Justly & Democratically 1,249 * 1,000
Good Governance 936 * 1,000
Anti-Corruption Reforms 108 * 1,000
Program Support (Governance) 828 * 0

308



(% in Thousands)

2006

2007

2008

Actual Estimate = Request

Civil Society 313 * 0
Civic Participation 113 * 0
Program Support (Civil Society) 200 * 0
Investing in People 10,448 * 5,760
Health 10,198 * 5,760
HIV/AIDS 5,241 * 2,000
Tuberculosis 791 * 760
Malaria 197 * 0
Maternal and Child Health 1,681 * 1,150
Family Planning and Reproductive Health 2,288 * 1,850
Education 250 * 0
Basic Education 250 * 0
Economic Growth 31,273 * 10,200
Macroeconomic Foundation for Growth 617 * 0
Program Support (Macro Econ) 617 * 0
Trade and Investment 3,280 * 2,035
Trade and Investment Enabling Environment 2,311 * 2,035
Program Support (Trade) 969 * 0
Infrastructure 2,352 * 1,971
Communications Services 700 * 1,112
Transport Services 1,038 * 859
Program Support (Infrastructure) 614 * 0
Agriculture 23,361 * 5,595
Agricultural Enabling Environment 5,550 * 1,361
Agricultural Sector Productivity 14,977 * 4,234
Program Support (Agriculture) 2,834 * 0
Environment 1,663 * 599
Natural Resources and Biodiversity 888 * 399
Clean Productive Environment 0 * 200
Program Support (Environment) 775 * 0
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SOUTHERN AFRICA REGIONAL
Regional

Obstacles and Opportunities for Advancing Transformational Diplomacy
Challenged by poverty and insufficient investment, hard hit by the HIVV/AIDS pandemic, and
continually beset by droughts and food insecurity, Southern Africa has seen its average life
expectancy drop from 57 to 33 years. The continuing political crisis in Zimbabwe illustrates the
fragility of sustaining democratic principles and institutions in the region. Southern Africa has
nine of the 10 highest HIVV/AIDS country prevalence rates in the world. A major obstacle to
economic progress remains inconsistent or contradictory policies to promote trade and investment
across the region. Without effective trans-boundary water management, growth in the region will
not reach its full potential and food security will remain a perennial problem.

Against this bleak picture is the more positive image of a region with relatively well-developed
infrastructure, diverse natural resources, generally better health and education than the rest of
sub-Saharan Africa (apart from HIV/AIDS); and nascent democratic governments. Southern
Africa remains peaceful relative to other regions on the continent, which makes possible steps
towards successful regional integration. Overall stability and security of the region is best served
by investments to foster economic growth, and bolster principles of good governance, including
the governance of shared natural resources. Regional organizations are essential to ensure
effective norms and standards for governance, coordinate and assist with the threat posed by
HIV/AIDS, and promote economic growth through regional and international trade.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Governing Justly & Democratically 1,183 * 2,000
Investing in People 7,401 * 2,000
Economic Growth 15,404 * 10,600
Humanitarian Assistance 150,995 * 0
Total 174,983 * 14,600

Request by Account

($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Child Survival and Health 7,401 * 2,000
Development Assistance 16,799 * 12,600
Public Law 480 (Food Aid) 150,783** * 0
Total 174,983 * 14,600

**FY 2006 includes $150.783 million of P.L. 480 Title Il emergency food aid. Emergency food aid has not
been allocated to countries in FY 2008

Governing Justly and Democratically ($2.0 million): Reducing executive dominance through
stronger non-executive institutions will be the primary strategy for promoting good governance.
U.S. assistance is directed at promoting good governance, improving legislative processes, and
increasing political competition and consensus building. Funds will be used to strengthen the
Southern African Development Community-Parliamentary Forum to promote increased
implementation of regional norms and standards related to free and fair elections.
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Investing in People ($2.0 million): USAID's regional HIV/AIDS core activities will: 1) provide
specialized technical and management support to PEPFAR programs in eight countries; 2) budget
for, implement and provide technical and management support to the countries of Swaziland and
Lesotho; and, 3) conduct cross-country activities, such as facilitating the exchange of information
and experiences, building the capacity of regional networks, and supporting cross-border
activities to mitigate the further spread of HIV/AIDS in the region.

Linkages with the President's Emergency Plan for AIDS Relief (PEPFAR): USAID manages the
Regional HIV/AIDS Program in Southern Africa to coordinate U.S. assistance and to maximize
the contribution of the PEPFAR programs managed by country offices across the region.

Economic Growth ($10.6 million): The Presidential Initiative to End Hunger in Africa and the
Africa Growth and Competitiveness Initiative (AGCI) activities are implemented regionally by
USAID in close coordination with other bilateral USAID missions. AGCI is implemented
primarily through USAID's Regional Competitiveness (Trade) Hub, which serves as the
coordinating mechanism for the delivery of targeted trade-related assistance. USAID funds will
focus on expanding private sector-led regional and international trade. U.S. assistance will also
increase agriculture trade through agricultural policy reform and developing modern energy and
transport infrastructure. All elements will combine to work with relevant regional and multi-
country organizations, as well as with other donor resources. Moreover, U.S. assistance will help
to conserve valuable natural resources by engaging regionally with the Southern Africa
Development Community in the water sector. To create a "model" river basin management
program, the United States will continue assistance to the Okavango River Basin Commission to
develop an effective regional organization to address essential water management requirements.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
174,983 *

Governing Justly & Democratically 1,183 * 2,000
Good Governance 0 * 400
Legislative Function and Processes 0 * 383
Program Support (Governance) 0 * 17
Political Competition and Consensus-Building 971 * 1,600
Elections and Political Processes 775 * 1,450
Program Support (Political Competition) 196 * 150
Civil Society 212 * 0
Civic Participation 200 * 0
Program Support (Civil Society) 12 * 0
Investing in People 7,401 * 2,000
Health 7,401 * 2,000
HIV/AIDS 7,401 * 2,000
Economic Growth 15,404 * 10,600
Trade and Investment 5,422 * 3,700
Trade and Investment Enabling Environment 4,822 * 2,050
Trade and Investment Capacity 0 * 1,177
Program Support (Trade) 600 * 473
Financial Sector 1,641 * 0
Financial Sector Enabling Environment 1,500 * 0
Program Support (Financial Sector) 141 * 0
Infrastructure 0 * 2,700
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(% in Thousands) 2006 2007 2008

Actual Estimate = Request

Modern Energy Services 0 * 1,069
Transport Services 0 * 1,300
Program Support (Infrastructure) 0 * 331
Agriculture 6,138 * 2,400
Agricultural Enabling Environment 0 * 2,190
Agricultural Sector Productivity 5,600 * 0
Program Support (Agriculture) 538 * 210
Environment 2,203 * 1,800
Natural Resources and Biodiversity 1,933 * 1,688
Program Support (Environment) 270 * 112
Humanitarian Assistance 150,995 * 0
Protection, Assistance and Solutions 150,783 * 0
Crisis Assistance and Recovery 150,783 * 0
Disaster Readiness 212 * 0
Capacity Building, Preparedness, and Planning 200 * 0
Program Support (Disaster Readiness) 12 * 0
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WEST AFRICA REGIONAL
Regional

Obstacles and Opportunities for Advancing Transformational Diplomacy
The major obstacles to West Africa's advancement are weak governance, few economic
opportunities, corruption, low education, poor health, and external forces of disruption. A
snapshot of the West Africa sub-region reveals that, despite development interventions over the
past several decades, many of the countries in West Africa continue to fall at the bottom of the
Human Development Index report on human needs. These obstacles impede the U.S.
Government's transformational diplomacy efforts to bring about peace and development in many
West African countries. Many of these challenges in health, trade, and governance require
concerted regional interventions among the countries to reinforce progress at the country level.
Opportunities exist to enhance stability and security, prerequisites for other developmental
efforts, in this resource-rich yet conflict-ridden region by supporting conflict mitigation and
counter-terrorism activities; promoting regional economic growth and integration; and addressing
specific health threats, which undermine progress in other areas and the region.

Resources to Help Advance Transformational Diplomacy

Request by Objective
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 6,244 * 13,900
Governing Justly & Democratically 1,557 * 0
Investing in People 21,645 * 11,500
Economic Growth 28,220 * 14,700
Total 57,666 * 40,100

Request by Account

2006 Actual

2007 Estimate

($ in thousands)

2008 Request

Child Survival and Health 18,216 * 11,500
Development Assistance 39,450 * 28,600
Total 57,666 * 40,100

Peace and Security ($13.9 million): In an area of porous borders easily traversed by
destabilizing groups, U.S. assistance will support the development aspects of the Trans-Sahara
Counter Terrorism Partnership (TSCTP) in Niger, Chad, and Mauritania. Funds directed to
TSCTP will be used to promote good governance, spread messages on alternatives to political
violence, and mitigate the various risk factors that leave populations vulnerable to extremism. In
collaboration with the Economic Community of West African States (ECOWAS) and its
Commission for Political Affairs, Peace and Security, U.S. assistance will continue to support
conflict prevention and mitigation in the West Africa region.

Investing in People ($11.5 million): U.S. assistance will focus on family planning, reproductive
health, and HIV/AIDS. In partnership with the West African Health Organization and other
regional organizations, U.S. assistance will be directed at strengthening regional implementing
capacity to replicate best practices for reproductive health and improving cross-border
collaboration. U.S. assistance will also promote best practices and strengthen regional capacity in
developing coordinated regional responses to HIVV/AIDS for adoption by regional programs and
donors.

313



Linkages with the President's Emergency Plan for AIDS Relief (PEPFAR): USAID/West Africa
(WA) provides technical and administrative support to the Cote d'lvoire PEPFAR program and
serves as its USAID backstop Mission. USAID/WA will also continue to work with USAID non-
presence countries to support HIVV/AIDS interventions in collaboration with U.S. Embassies.

Economic Growth ($14.7 million): U.S. assistance will be used to strengthen African
institutions through the Comprehensive Africa Agriculture Development Program within the
framework of the New Partnership for Africa's Development. U.S. assistance will also help
improve the policy environment for agriculture as well as support the ECOWAS in its
agribusiness public-private sector alliances. Funds will support the Permanent Inter-State
Committee for Drought Control in the Sahel to strengthen regional capacity to monitor crop and
food production, reinforce early warning systems, and respond to food crises.

U.S. assistance will strengthen the ability of African institutions to implement the African Global
Competitiveness Initiative (AGCI) and increase trade under the African Growth and
Opportunities Act. Funds will support infrastructure and work to reduce costs by facilitating
regional investments in the West Africa Gas Pipeline and West Africa Power Pool, as well as
integrated cellular telephone networks and streamlined customs procedures along transportation
corridors. U.S. assistance will also help improve rules and regulations that impede trade and
reduce tariffs on exported goods, in cooperation with ECOWAS and the West African Economic
and Monetary Union. Funds will be directed at improving the business enabling environment and
financial services to reduce lender risk and increase access to financial services, as well as to
improve African firms' competitiveness to help expand exports to the United States and other key
markets. Support will also be provided to the Sahel Club of the Organization for Economic Co-
operation and Development in its efforts to promote studies on economic development and
dialogue between African Heads of State.

Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request

57,666 * 40,100

Peace & Security 6,244 * 13,900
Counter-Terrorism 5,000 * 12,700
De-L egitimize Terrorist Ideology 4,152 * 11,783
Program Support (Counter-Terrorism) 848 * 917
Transnational Crime 326 * 0
Trafficking-in-Persons and Migrant Smuggling 296 * 0
Program Support (Crime) 30 * 0
Conflict Mitigation and Reconciliation 918 * 1,200
Conflict Mitigation 818 * 1,080
Program Support (Conflict) 100 * 120
Governing Justly & Democratically 1,557 * 0
Good Governance 900 * 0
Anti-Corruption Reforms 792 * 0
Program Support (Governance) 108 * 0
Civil Society 657 * 0
Civic Participation 597 * 0
Program Support (Civil Society) 60 * 0
Investing in People 21,645 * 11,500
Health 21,645 * 11,500
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(% in Thousands)

2006

2007

2008

Actual Estimate = Request

HIV/AIDS 8,014 * 3,500
Maternal and Child Health 1,623 * 800
Family Planning and Reproductive Health 8,579 * 7,200
Water Supply and Sanitation 3,429 * 0
Economic Growth 28,220 * 14,700
Trade and Investment 6,420 * 2,900
Trade and Investment Enabling Environment 2,325 * 675
Trade and Investment Capacity 3,455 * 1,935
Program Support (Trade) 640 * 290
Financial Sector 221 * 600
Financial Sector Enabling Environment 0 * 270
Financial Services 200 * 270
Program Support (Financial Sector) 21 * 60
Infrastructure 4,665 * 5,000
Modern Energy Services 3,911 * 1,260
Communications Services 72 * 540
Transport Services 284 * 2,700
Program Support (Infrastructure) 398 * 500
Agriculture 14,849 * 6,200
Agricultural Enabling Environment 5,500 * 2,250
Agricultural Sector Productivity 7,865 * 3,233
Program Support (Agriculture) 1,484 * 717
Environment 2,065 * 0
Natural Resources and Biodiversity 1,782 * 0
Program Support (Environment) 283 * 0
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EAST ASIA AND THE PACIFIC
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East Asia and the Pacific Regional Overview

Obstacles and Opportunities for Advancing Transformational Diplomacy

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Child Survival and Health 106,551 * 98,491
Development Assistance 96,988 * 104,651
Economic Support Fund 181,665 * 152,726
Foreign Military Financing 37,867 * 31,275
Global HIV/AIDS Initiative 31,214 * 87,700
International Military Education & Training 9,169 * 7,449
International Narcotics Control and Law Enforcement 10,395 * 18,240
Nonproliferation, Antiterrorism & Demining 31,049 * 21,868
Public Law 480 (Food Aid) 14,068 * 0
Total 518,966 * 522,400

The East Asian and Pacific (EAP) region is home to some of our most stalwart security and trade
partners, to an established power, Japan, and a rising power, China, as well as the world’s largest
Muslim-majority democracy, Indonesia. The United States seeks to sustain partnerships with
treaty allies -- Australia, Japan, South Korea, the Philippines, and Thailand and, through
strengthened multilateral cooperation with our partners, to end North Korea’s nuclear and missile
programs. The United States is at the same time expanding dialogue with China, encouraging it
to act as a responsible stakeholder in the international system and encouraging dialogue between

Beijing and the elected leaders in Taipei.

Dynamic economic growth has brought a greater measure of prosperity to the region, created a
massive new middle classes, and accelerated regional integration. The region accounts for nearly
one-third of the world’s population, one-quarter of global GDP, a predominant share of global
growth, nearly one-fifth of U.S. exports, and over one-quarter of U.S. imports. In all, trans-
Pacific trade now totals some three-quarters of a trillion dollars a year. While democracy has
advanced steadily, institutions are fragile, and freedom remains remote for many. Political
repression, human rights abuses, and endemic corruption continue in many countries. Although,
governments have strengthened counterterrorism capacity, sophisticated terrorist organizations
continue to pose grave threats. Notable strides have been made in combating the spread of
infectious diseases, illegal trafficking, and other criminal activity, but more can be accomplished

to advance the region’s development.
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Resources to Help Advance Transformational Diplomacy

Request by Objective and Area for East Asia and the Pacific

($ in thousands)

FY 2006 FY 2008
Actual Request
TOTAL 518,966 522,400
1 Peace & Security 100,321 91,838
1.1 Counter-Terrorism 15,994 15,312
1.2 Combating Weapons of Mass Destruction (WMD) 3,060 2,990
1.3 Stabilization Operations and Security Sector Reform 67,721 56,210
1.4 Counter-Narcotics 1,490 3,045
1.5 Transnational Crime 6,090 2,248
1.6 Conflict Mitigation and Reconciliation 5,966 12,033
2 Governing Justly & Democratically 77,410 55,074
2.1 Rule of Law and Human Rights 22,312 13,785
2.2 Good Governance 40,146 28,111
2.3 Political Competition and Consensus-Building 8,177 7,569
2.4 Civil Society 6,775 5,609
3 Investing in People 225,902 263,483
3.1 Health 172,784 196,542
3.2 Education 49,729 66,716
3.3 Social and Economic Services and Protection for Vulnerable Populations 3,389 225
4 Economic Growth 109,216 109,840
4.1 Macroeconomic Foundation for Growth 1,375 1,000
4.2 Trade and Investment 22,373 26,150
4.3 Financial Sector 6,813 440
4.4 Infrastructure 6,724 9,185
4.5 Agriculture 7,174 5,965
4.6 Private Sector Competitiveness 26,763 42,640
4.7 Economic Opportunity 7,710 4,730
4.8 Environment 30,284 19,730
5 Humanitarian Assistance 6,117 2,165
5.1 Protection, Assistance and Solutions 5,107 2,055
5.2 Disaster Readiness 1,010 110
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Peace and Security ($91.8 million): Security ties within the region have resulted in a network
of alliances and friendships. The United States has strengthened ties with Indonesia, Malaysia,
the Philippines, Singapore, Thailand and Mongolia. U.S. assistance has played a key role in the
important successes Southeast Asian governments have achieved in fighting terrorism, but threats
to U.S. interests and the need for greater capacity and cooperation among local governments
remains significant. The assistance request will maintain and help build on effective
counterterrorism programs, strengthen law enforcement and legal institutions, support anti-
trafficking programs, and address the conditions that terrorists exploit. The United States will
continue to support efforts to bring about a peace agreement in the Philippines to end a long-
running insurgency in the south, and to promote peace and reconciliation work in Indonesia.




Throughout the region funds will support military reform and enhance the ability of security
forces to combat traditional and transnational threats, while respecting human rights. Addressing
serious threats to vulnerable shipping lanes, including the Strait of Malacca, is critical to our
regional counterterrorism regime as well as enhancing cooperation between national agencies
among Sulu and Sulawesi Seas tri-border countries.

Governing Justly and Democratically ($55.1 million): Aiding democratic development,
ending tyranny and promoting the rule of law and human rights remain high priorities. The
region has showcased impressive democratic transformations in places as diverse as South Korea,
the Philippines, Indonesia, Mongolia, and Taiwan. After 30 years of authoritarian rule, Indonesia
has emerged as the world’s third-largest democratic state. The Administration will focus
significant resources in concert with allies to support Indonesia’s new democracy, the success of
which is critical to our global and regional interests.

Investing in People ($263.5 million): The U.S. will continue to invest in basic education, health
care needs and HIV/AIDS prevention, treatment and care in East Asia and the Pacific. Efforts
will help bolster people’s faith and confidence in government institutions as these investments,
particularly at the local level, help governments meet the needs of their people. In Indonesia,
resources will continue to support the President’s Education Initiative — a six year, $157 million
educational reform initiative to improve public, private, religious, and secular schools. In
Cambodia, a successful program to reduce the prevalence and impact of HIVV/AIDS and scale up
health interventions especially for women and children will continue. In Vietnam, $87.7 million
will be invested from the President’s Emergency Plan for AIDS Relief. Preventing and
controlling the spread of other infectious diseases such as tuberculosis, malaria, and avian
influenza (Al) will continue to be regional priorities. Southeast Asia is the site of most Al cases
and human deaths, and the most likely origin of a pandemic.

Economic Growth ($109.8 million): Foreign assistance and diplomatic resources in this
objective are focused on opening markets, facilitating trade, promoting transparency, combating
corruption, and supporting efforts to combat poverty and promote sustained growth. Regionally,
assistance programs will continue to promote responsible fisheries management in the Pacific,
address clean water, sanitation, clean energy technology, more effective use and management of
natural resources, and protect biodiversity. Throughout the region, it is essential that the U.S.
continue to promote global trade liberalization through bilateral Free Trade Agreements, tax
treaties, and Trade and Investment Framework Agreement negotiations and implementation.
Economic reform will be advanced through anti-corruption programs in countries such as the
Philippines, Indonesia and Mongolia, as well as through APEC and Association of Southeast
Asian Nations (ASEAN) programs.

Humanitarian Assistance ($2.2 million): Funds will be directed to assist ASEAN member

countries to prepare regional disaster management plans and assistance and recovery programs
for displaced Burmese on the Thai-Burma border.
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BURMA

Obstacles and Opportunities for Advancing Transformational Diplomacy
The United States' top priority in Burma is the establishment of a democratic state that observes
the rule of law and fully respects human rights. The Burmese military, during over 40 years of
rule, has systematically gutted the courts, legislative bodies, and educational and public health
systems, destroyed the country's universities, and severely mismanaged the economy. Investors
have pulled out, leading the regime to rely on corrupt business interests that permit the wholesale
plunder and destruction of Burma's rich natural resources. The regime has refused to recognize
the results of elections in 1990 when over 80% of the people voted in favor of democratic
government. Pro-democracy forces have been significantly weakened by many years of harsh
repression and have negligible governing experience. Burma's steady political and
socioeconomic decline has exacerbated problems threatening regional stability.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual | 2007 Estimate | 2008 Request
Peace & Security 400 * 0
Governing Justly & Democratically 4,171 * 550
Investing in People 1,732 * 2,025
Humanitarian Assistance 4,587 * 2,055
Total 10,890 * 4,630

Request by Account

2006 Actual

($ in thousands)

2007 Estimate 2008 Request

Child Survival and Health 0 * 1,040
Development Assistance 0 * 800
Economic Support Fund 10,890 * 2,790
Total 10,890 * 4,630

Governing Justly and Democratically ($0.6 million): Inside Burma, U.S. assistance will help
build the capacity of the Burmese people by providing them with the information and skills that
will enable them to participate effectively in an inclusive dialogue bringing together pro-
democracy supporters, ethnic minorities, and the military to chart a viable political transition to a
free and democratic Burma that respects the human rights of all of its diverse people.

Investing in People ($2 million): The Burmese regime provides negligible funding to meet the
education and health needs of the country. Inside Burma, the United States provides HIV/AIDS
prevention, care, and treatment assistance which has proven to be a model for the international
community to ensure effective delivery of assistance to those most in need inside Burma through
private clinics. Basic and higher education funding seeks to strengthen English training
throughout the country so that information can be read and absorbed by a broader audience and
specifically targets the future leaders of a democratic Burma to provide them the higher education
denied to them in their own country. On the Thai-Burma border, the goal of the education
program is to provide basic quality education to Burmese refugees and migrants who have been
displaced into Thailand.
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Humanitarian Assistance ($2.1 million): On the Thai-Burma border, U.S. humanitarian
assistance provides crisis assistance and recovery programs to meet the primary health care needs
of Burmese who have been displaced within eastern Burma, or into Thailand as illegal migrants
or refugees. The Government of Thailand does not provide social or health services to these
Burmese populations within Thailand. A portion of the Migration and Refugee Account (MRA)
request will also go to funding the health, education and personal safety needs of migrant and
refugee populations living along the Thai-Burma border.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Burma will receive significant
support for bilateral HIV/AIDS programs in FY 2008, with programmatic emphasis on a range of
interventions related to care, treatment, and prevention. Swaziland will also receive PEPFAR
resources for HIV/AIDS outside of the Foreign Operations appropriations. In FY 2008, $1
million of USAID funding is planned for HIV/AIDS with GHAI amounts to be determined at a
later date.

Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request

10,890 * 4,630
Peace & Security 400 * 0
Transnational Crime 400 * 0
Trafficking-in-Persons and Migrant Smuggling 400 * 0
Governing Justly & Democratically 4,171 * 550
Rule of Law and Human Rights 2,965 * 300
Constitutions, Laws, and Legal Systems 100 * 250
Human Rights 2,844 * 50
Program Support (Rule of Law) 21 * 0
Civil Society 1,206 * 250
Civic Participation 125 * 200
Media Freedom and Freedom of Information 1,022 * 50
Program Support (Civil Society) 59 * 0
Investing in People 1,732 * 2,025
Health 0 * 1,040
HIV/AIDS 0 * 1,040
Education 1,732 * 985
Basic Education 1,482 * 735
Higher Education 250 * 250
Humanitarian Assistance 4,587 * 2,055
Protection, Assistance and Solutions 4,587 * 2,055
Crisis Assistance and Recovery 4,327 * 1,932
Program Support (Protection) 260 * 123
Statement of Changes

The FY 2008 funding request for Burma reflects a $6.3 million decrease from the FY 2006
appropriated level. Funds for the following programs decrease: human rights, media freedom,
basic education, and crisis assistance and recovery, while funds for constitutions, laws, and legal
systems; civic participation; and 3.1.1 HIV/AIDS increase. These changes are intended to
maintain support for key civil society and health initiatives within Burma and for Burmese
refugees in Thailand.
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CAMBODIA
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Cambodia currently enjoys a level of peace and security not seen in more than a generation, but
remains one of the poorest countries in the world and is engaged in a difficult transition to
democratic governance. Cambodia's weak rule of law, rampant corruption and weak institutions
are major challenges to Cambodia's democratic and economic growth. While political opposition
plays a role in the country's political affairs, the ruling party maintains firm control of all
branches of the government. Local elections are scheduled for 2007, and a national election in
2008. Cambodia's health and education systems were decimated during the reign of the Khmer
Rouge (1975-1979) and subsequent Vietnamese involvement. This legacy, along with high levels
of corruption, continues to undermine the country's social and economic development as reflected
in poor human development indicators. With more than half of Cambodia's growing population
under the age of 25, programs to improve child health, strengthen the education system, combat
the spread of HIV/AIDS, increase youth participation in the political process and expand

economic opportunities are important priorities.

Accessible educational systems, a skilled, healthy labor force, and an informed electorate are vital
for expanding economic and political development. However, underlying economic weaknesses
remain. Economic opportunity and competitiveness are retarded by corruption, and the lack of
enabling environment and legal protections for investors. Women contribute substantially to the

economy, comprising most of the garment sector workforce, but are underrepresented in
economic decision-making and the political arena. Poor governance and corruption degrade
natural resources and contribute to local-level land conflicts. Unless systemic improvements are
made, anticipated gains from oil and gas development could generate further corruption and

disenfranchisement.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Peace & Security 6,044 * 2,980
Governing Justly & Democratically 15,882 * 7,725
Investing in People 30,536 * 25,756
Economic Growth 2,471 * 4,445
Total 54,933 * 40,906

Request by Account

2006 Actual

2007 Estimate

($ in thousands)

2008 Request

Child Survival and Health 28,556 * 24,700
Development Assistance 5,483 * 1,056
Economic Support Fund 14,850 * 12,170
Foreign Military Financing 990 * 200
International Military Education & Training 54 * 70
International Narcotics Control and Law Enforcement 0 * 200
Nonproliferation, Antiterrorism & Demining 5,000 * 2,510
Total 54,933 * 40,906
Peace Corps 1081 * 1379
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Peace and Security ($3 million): With the easing of restrictions on military assistance to
Cambodia in 2006, the U.S. will assist with weapons destruction programs, as well as clearing
landmines while responding positively to a long-standing Cambodian request for assistance to
improve its military's capability to interdict and deter a myriad of potent transnational threats
from across its porous borders.

Governing Justly and Democratically ($7.7 million): Cambodia would benefit from strong and
independent democratic institutions -especially the judiciary - to strengthen the rule of law and
build a framework for lasting democracy. U.S. assistance will support a wide-ranging set of
activities to redress the current culture of impunity associated with corruption, political rights and
civil liberties. By enhancing transparency and accountability in government, fighting corruption
and strengthening civil society's ability to influence national and local public policies, U.S.
assistance will address Cambodia's major obstacles prohibiting advancement to the Transforming
Country level.

Investing in People ($25.8 million): Without improved health care and control of preventable
infectious diseases that sap the population or an education system that prepares Cambodia's youth
for the workplace, Cambodia will lack the human capital to sustain economic or democratic
growth. The FY 2008 request prioritizes Health ($24.7 million) to continue a successful program
to reduce the prevalence and impact of HIV/AIDS, and scale up health interventions that
contribute to significant and measurable reductions in mortality, especially for women and
children. Education funds ($1.1 million) will be used to combat corruption in the education
sector.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Cambodia will receive
significant support for bilateral HIV/AIDS programs in FY 2008, with programmatic emphasis on
a range of interventions related to care, treatment, and prevention. Cambodia will also receive
PEPFAR resources for HIV/AIDS outside of the Foreign Operations appropriations.

Economic Growth ($4.4 million): To support the policy priority of economic reform and
growth, these funds will improve Private Sector Competitiveness ($2.5 million) by addressing
governance and rule of law issues such as the need for commercial law reform and alternative
dispute resolution, improving productivity in key sectors, and fostering private sector demand for
policy, legal, and regulatory reforms. New Economic Opportunities ($2 million) will be created
by increasing access to business services, strengthening productivity, and improving the business
enabling environment for small and micro-enterprises.

Request by Element
($ in Thousands) 2006 2008
Actual Request
54,933 * 40,906
Peace & Security 6,044 * 2,980
Stabilization Operations and Security Sector Reform 6,044 * 2,780
Operations Support 990 * 200
Explosive Remnants of War (ERW) 5,000 * 2,510
Defense, Military, and Border Restructuring, Reform and Operations 54 * 70
Counter-Narcotics 0 * 200
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(% in Thousands)

2006

2007

2008

Actual Estimate = Request

Interdiction 0 * 200
Governing Justly & Democratically 15,882 * 7,725
Rule of Law and Human Rights 7,776 * 2,000
Justice System 882 * 846
Human Rights 6,042 * 846
Program Support (Rule of Law) 852 * 308
Good Governance 3,289 * 3,725
Local Government and Decentralization 1,021 * 1,852
Anti-Corruption Reforms 1,968 * 1,507
Program Support (Governance) 300 * 366
Political Competition and Consensus-Building 4,000 * 500
Elections and Political Processes 3,795 * 224
Political Parties 0 * 224
Program Support (Political Competition) 205 * 52
Civil Society 817 * 1,500
Civic Participation 755 * 1,305
Program Support (Civil Society) 62 * 195
Investing in People 30,536 * 25,756
Health 28,556 * 24,700
HIV/AIDS 14,652 * 11,000
Tuberculosis 2,970 * 2,000
Malaria 1,479 * 0
Other Public Health Threats 1,337 * 1,337
Maternal and Child Health 5,148 * 7,363
Family Planning and Reproductive Health 2,970 * 3,000
Education 1,980 * 1,056
Basic Education 1,980 * 1,056
Economic Growth 2,471 * 4,445
Private Sector Competitiveness 1,221 * 2,495
Business Enabling Environment 561 * 940
Private Sector Productivity 583 * 1,405
Program Support (Private Sector) 77 * 150
Economic Opportunity 1,250 * 1,950
Policy Environment for Micro and Small Enterprises 571 * 894
Strengthen Microenterprise Productivity 571 * 894
Program Support (Econ Opportunity) 108 * 162

Statement of Changes
Funding for Cambodia has decreased from FY 2006 levels in all accounts. There have been
increases in private sector competitiveness, economic opportunity program areas, and also in the
maternal/child health, local governance and civic participation elements. Trade-off decreases in
political processes, human rights, HIV/AIDS, TB, malaria and demining programs were made.
The funding increases are aimed at new openings in the economy and with the government, while
the decreases are largely associated with the Cambodian government’s success in addressing
those areas.
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CHINA

Obstacles and Opportunities for Advancing Transformational Diplomacy
The United States welcomes the rise of a confident, peaceful and prosperous China and has
encouraged China to become a responsible stakeholder in the international system. The goal is a
China that brings its practices into compliance with international standards, including in the areas
of trade, non-proliferation and human rights, which shares the U.S. commitment to world peace
and stability and to open markets, and cooperates on pressing global and regional issues. Such a
China would provide significant positive contributions toward strengthening and shaping
international institutions in ways supportive of U.S. policy goals. To date, China's strong
economic opening and development have not been matched by political reform. The Communist
Party maintains a monopoly on political power and limits the degree to which China moves
toward rule of law and democracy. Transparency and accountability are still lacking at all levels
of government. The environment for civil society and media to operate is tightly controlled.
Despite these restrictions, the Chinese government will likely look for mechanisms to improve
governance as social unrest and dislocation increase in China. The U.S. can take advantage of
limited openings to foster movement towards the rule of law, increase public participation in
government decision making, and cultivate the growth of civil society as a means of introducing
long-term changes in China.

Resources to Help Advance Transformational Diplomacy

Request by Objective
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Governing Justly & Democratically 1,108 * 1,325
Investing in People 5,174 * 7,740
Economic Growth 2,628 * 225
Total 8,910 * 9,290
Request by Account
(% in thousands) 2006 Actual | 2007 Estimate | 2008 Request
Child Survival and Health 0 * 7,290
Development Assistance 4,950 * 0
Economic Support Fund 3,960 * 2,000
Total 8,910 * 9,290
Peace Corps 1683 * 1953

Governing Justly and Democratically ($1.3 million): The U.S. plans to continue funding a
resident legal advisor and support a small number of rule of law programs to encourage reform
toward representative government, prepare elected leaders to hold public office, and develop
effective and responsive local governance structures. The U.S. will strengthen the capacities of
NGOs to act as agents of reform and enhance their overall operating environment. Focusing on
the justice system in this manner will promote the rights of vulnerable populations in China,
while simultaneously ameliorating judicial independence and the rule of law.

Investing in People ($7.8 million): Most of this funding will help to combat HIV/AIDS in

China. Programs supporting ethnic Tibetan communities in China will be continued, improving
environmental conservation, and addressing community health needs.
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Linkages with the President's Plan for AIDS Relief (PEPFAR): China will receive significant
support for bilateral HIV/AIDS programs in FY 2008, with programmatic emphasis on a range of
interventions related to care, treatment, and prevention. China will also receive PEPFAR
resources for HIVV/AIDS outside of the Foreign Operations appropriations. In FY 2008, $7
million of USAID funding is planned for HIV/AIDS and $3 million is planned for HHS/GAP
with GHAI amounts to be determined at a later date.

Economic Growth ($0.2 million): In Tibet, a program focusing on promoting and sustaining
economic livelihoods provides education as well as skills training in areas that help ethnic
Tibetans meet community needs and find jobs.

Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request

8,910 * 9,290

Governing Justly & Democratically 1,108 * 1,325
Rule of Law and Human Rights 1,108 * 1,325
Justice System 1,108 * 1,207
Program Support (Rule of Law) 0 * 118
Investing in People 5,174 * 7,740
Health 2,402 * 7,290
HIV/AIDS 0 * 7,000
Other Public Health Threats 1,188 * 290
Water Supply and Sanitation 1,214 * 0
Education 1,188 * 225
Basic Education 1,188 * 225
Social and Economic Services and Protection for Vulnerable Populations 1,584 * 225
Social Services 1,584 * 0
Social Assistance 0 * 225
Economic Growth 2,628 * 225
Economic Opportunity 0 * 225
Strengthen Microenterprise Productivity 0 * 212
Program Support (Econ Opportunity) 0 * 13
Environment 2,628 * 0
Clean Productive Environment 2,600 * 0
Program Support (Environment) 28 * 0

Statement of Changes
Funding for China has slightly increased from FY 2006 levels. There is a large increase in the
HIV/AIDS element because China is a focus of the PEPFAR program. Corresponding decreases
were made in elements related to other public health threats, water supply, basic education, social
services to vulnerable populations, and clean environment. The decreases reflect the Chinese
government’s ability to address these concerns with its own resources and through other
international assistance programs.
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EAST TIMOR
Transforming

Obstacles and Opportunities for Advancing Transformational Diplomacy
East Timor is the second newest country in the world as well as one of the poorest, with socio-
economic indices among the worst in the world. As illustrated by recent violence and political
instability, the transition of East Timor to stable democracy with a free and productive economy
remains a considerable task and will require assistance to support substantial institution building.
In order to advance the transformational diplomacy goal in East Timor, the United States will
need to focus on reestablishing the basic functions of government, including the security services.
U.S. foreign assistance focuses primarily on fostering economic growth and promoting
democratic institutions, as well as reforming law enforcement institutions and the military to help
East Timor meet its growing security challenges. The United States will coordinate closely with
other major donors and the United Nations in order to maximize the collective resources in a way
that can best stabilize East Timor and firmly place it on a more sustainable path.

Resources to Help Advance Transformational Diplomacy

Request by Objective

2006 Actual | 2007 Estimate

($ in thousands)

2008 Request

Peace & Security 2,668 * 1,410
Governing Justly & Democratically 5,800 * 2,845
Investing in People 5,852 * 0
Economic Growth 7,820 * 5,795
Humanitarian Assistance 520 * 0
Total 22,660 * 10,050

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Economic Support Fund 18,810 * 8,640
Foreign Military Financing 990 * 0
International Military Education & Training 193 * 400
International Narcotics Control and Law Enforcement 1,485 * 1,010
Public Law 480 (Food Aid) 1,182** * 0
Total 22,660 * 10,050
Peace Corps 827 * 0

**EY 2006 includes $1.182 million of P.L. 480 Title Il emergency food aid. Emergency food aid has not

been allocated to countries in FY 2008.

Peace and Security ($1.4 million): The United States can best assist East Timor in establishing
peace and security by focusing on stabilization operations and security sector reform. U.S.
assistance will provide training to the security services to help them become more non-partisan,
competent, and professional, in part to regain the trust and confidence of the Timorese people.
Assuming East Timor re-establishes its law enforcement services, INCLE programming will
emphasize assisting and advising the police in capacity and capability building and in
organizational reform, and will incorporate crisis management and human rights training, in

coordination with key donors and the UN mission.
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Governing Justly and Democratically ($2.8 million): U.S. efforts will work to strengthen the
rule of law and human rights and support the development of civil society. The program in the
rule of law and human rights area will help reform the fragmented justice system by
strengthening oversight institutions; improving basic administration of justice institutions;
enhancing civil society's capacity to monitor administration of justice and ensure that it is
delivered fairly; and expand access to justice. Funds targeted at civil society development will
support the freedom of expression by providing financial assistance to the independent media,
which remains susceptible to political and financial hurdles.

Economic Growth ($5.8 million): U.S. assistance will target agriculture, private sector
competitiveness, and economic opportunity. The United States seeks to help East Timor
implement landmark land legislation by supporting the development of a land tenure and titling
system. This will improve the economic and investment climate, as well as facilitate the
reconstruction effort and return of internally displaced persons to their homes. Assistance also
seeks to improve private sector performance, particularly in the agricultural sector, where 80
percent of the population makes its living. Programs will strengthen links between farmers and
their markets; transfer appropriate technologies to producers; diversify the agricultural base, with
a particular focus on agro-forestry and livestock; strengthen small-scale enterprises in villages,
particularly through the provision of business development services; and increase access to
financial services. These programs will generate employment opportunities and thereby
contribute to poverty reduction and stability.

Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request

22,660 * 10,050

Peace & Security 2,668 * 1,410
Stabilization Operations and Security Sector Reform 2,668 * 1,410
Defense, Military, and Border Restructuring, Reform and Operations 1,183 * 400
Law Enforcement Restructuring, Reform and Operations 1,485 * 810
Program Support (Stabilization) 0 * 200
Governing Justly & Democratically 5,800 * 2,845
Rule of Law and Human Rights 1,300 * 2,070
Justice System 1,150 * 1,600
Program Support (Rule of Law) 150 * 470
Good Governance 1,130 * 0
Public Sector Executive Function 1,000 * 0
Program Support (Governance) 130 * 0
Political Competition and Consensus-Building 2,020 * 0
Elections and Political Processes 1,200 * 0
Political Parties 600 * 0
Program Support (Political Competition) 220 * 0
Civil Society 1,350 * 775
Media Freedom and Freedom of Information 1,200 * 600
Program Support (Civil Society) 150 * 175
Investing in People 5,852 > 0
Health 5,392 * 0
Malaria 1,650 * 0
Maternal and Child Health 3,742 * 0
Education 460 * 0
Basic Education 460 * 0
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(% in Thousands) 2006 2007 2008
Actual Estimate = Request

Economic Growth 7,820 * 5,795
Agriculture 2,645 * 1,830
Agricultural Sector Productivity 2,350 * 1,500
Program Support (Agriculture) 295 * 330
Private Sector Competitiveness 2,815 * 2,745
Business Enabling Environment 0 * 2,000
Private Sector Productivity 500 * 250
Workforce Development 2,000 * 0
Program Support (Private Sector) 315 * 495
Economic Opportunity 2,360 * 1,220
Inclusive Financial Markets 500 * 500
Strengthen Microenterprise Productivity 1,600 * 500
Program Support (Econ Opportunity) 260 * 220
Humanitarian Assistance 520 * 0
Protection, Assistance and Solutions 520 * 0
Crisis Assistance and Recovery 520 * 0

Linkages with the Millennium Challenge Corporation (MCC)

East Timor is eligible for MCC compact assistance.

Statement of Changes

The FY 2008 funding request for East Timor represents a decrease from FY 2006 appropriated
levels. Changes in program areas reflect an emphasis of our foreign assistance on East Timor's

transition to a stable democracy with a growing economy through key initiatives such as the
program to develop a land tenure and titling system to improve the economic and investment

climate and facilitate the return of persons displaced during recent unrest.
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F1JI
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Fiji has long suffered from a "coup culture,” with four illegal changes of democratic governments
in the past 19 years. The most recent coup took place in December 2006 when the commander of
the Fiji military appointed himself acting President and dismissed the elected government. The
United States has condemned the military's actions and its efforts to consolidate control in Fiji
through the appointment of an "interim" cabinet, with Commodore Frank Bainimarama as
"interim™ Prime Minister. On December 19, the United States government announced that it was
suspending assistance to the government of Fiji in accordance with section 508 of the Foreign
Operations Appropriations Act until the President or Secretary of State determines that a
democratically elected government has taken office.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

2006 Actual

2007 Estimate 2008 Request

Peace & Security

729

370

Total

729

370

Request by Account

($ in thousands)

2006 Actual

2007 Estimate 2008 Request

Foreign Military Financing 494 * 110
International Military Education & Training 235 * 260
Total 729 * 370
Peace Corps 1832 * 1768

Peace and Security ($0.4 million): U.S. foreign assistance to Fiji, if it resumes due to a return to
a democratically elected government, will remain focused on security. This focus is because of
the importance the U.S. attaches to a professional, responsible Fijian military that recognizes its
appropriate role in a democracy and that can participate in peacekeeping operations. The RFMF
has launched an ambitious plan to modernize its forces to make them more capable and
interoperable with other coalition militaries. Future U.S. assistance must also focus on ways to
impress on the RFMF the need to remain subordinate to the elected civilian government.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
729 * 370
Peace & Security 729 * 370
Stabilization Operations and Security Sector Reform 729 * 370
Immediate Protection of Civilians in Conflict 279 * 270
Defense, Military, and Border Restructuring, Reform and Operations 450 * 100
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INDONESIA
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
The overarching U.S. foreign policy priority in Indonesia is to assist its transformation into a
stable, moderate democracy capable of addressing regional and global challenges in partnership
with the international community. A significant investment in Indonesia is critical to support
reform efforts. The United States has the opportunity to enhance relations with the world's
fourth-largest country, third-largest democracy and largest majority-Muslim nation. Under the
leadership of pro-American, pro-democracy, pro-market, reform-minded President Yudhoyono,
Indonesia is emerging as a dynamic democracy, playing a leadership role throughout Southeast
Asia and the developing world. The Government of Indonesia has embarked on a broad range of
good governance initiatives to include major economic, policy, military and bureaucratic reforms.
The U.S. image in Indonesia received a boost from the tremendous U.S. response to the
calamitous tsunami and earthquakes that devastated Aceh and from the normalization of bilateral
military relations. Indonesia has become a strong partner in the war on terror.

The range of obstacles faced in Indonesia include active international terrorists; ethnic and
separatist conflicts; weak institutions; high levels of corruption; poverty and underemployment;
and low levels of education and poor health conditions among the Indonesian population.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Peace & Security 20,689 * 41,715
Governing Justly & Democratically 31,802 * 29,414
Investing in People 77,819 * 87,510
Economic Growth 26,858 * 27,000
Total 157,168 * 185,639

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Child Survival and Health 28,017 * 32,060
Development Assistance 33,199 * 60,950
Economic Support Fund 69,300 * 60,000
Foreign Military Financing 990 * 15,700
International Military Education & Training 938 * 974
International Narcotics Control and Law Enforcement 4,950 * 10,050
Nonproliferation, Antiterrorism & Demining 6,888 * 5,905
Public Law 480 (Food Aid) 12,886** * 0
Total 157,168 * 185,639

**EY 2006 includes $2.998 million of P.L. 480 Title Il emergency food aid. Emergency food aid has not

been allocated to countries in FY 2008.

Peace and Security ($41.7 million): The U.S. supports Indonesia's imperative to address both
immediate and longer-term security threats through stabilization operations and security sector
reform; conflict mitigation and response; addressing transnational crime; counter-terrorism;
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enhancing strategic trade control systems; and combating weapons of mass destruction (WMD).
Reestablishing full military-to-military relations in 2005 was a major step forward; supporting.
Programs will strengthen Indonesia's capacity to respond to disasters and counter-terrorism
issues. Support to the Indonesian military enhances command and control, increases the Navy's
capacity to monitor strategic waterways, and strengthens the military's transport capability.
Support to the National Police expands their ability to prevent and respond to crime and
terrorism. Improving interoperability with the U.S., and multilateral cooperation, especially in
the tri-border area between Mindanao, Sabah, and Sulawesi, are critical to eradicating the
Southeast Asia terrorist threat. Indonesia will be eligible to receive Excess Defense Articles
(EDA) in FY 2008 under Section 516 of the Foreign Assistance Act, which can be used to help
meet equipment needs. Programs will continue to promote peace and reconciliation work
underway in strategic areas. Programs also will help to combat illegal logging and other natural
resource management challenges that intensify conflict. Programs will address also trafficking in
persons and migrant smuggling.

Governing Justly and Democratically ($29.4 million): After over 30 years of authoritarian
rule, Indonesia has emerged as the world's third-largest democracy. Assistance will strengthen
the justice and legislative sectors; support civil society; strengthen respect for human rights;
address corruption; strengthen participatory, transparent, accountable governance at both the
national and local levels; and promote civic dialogue and participation that ensures a democratic
legal framework. Support for a free and fair Presidential election in 2009 will be crucial to a
consolidation of democracy in Indonesia. Governance and democracy programs will directly
impact continued democratic transition.

Investing in People ($87.6 million): Basic services will be targeted, including basic and higher
education, health and clean water programs. The cornerstone Investing in People program is an
investment in the Indonesian people through President Bush's six-year initiative to improve the
quality of education. The initiative introduces critical concepts missing in Indonesian education,
most notably promotion of critical thinking in classrooms; in-service training for teachers in
math, science and reading; active community and parental participation to strengthen governance
of the education system; relevant work and life skills for youth to better compete for jobs in the
future; and enhanced higher education exchanges to the U.S. and English language learning
opportunities. The education program reaches into Islamic madrassah, and other private schools.
Investing in People programs will also improve access to quality services for mothers and
children; will ensure households adopt adequate health and hygiene practices; and will focus on
major communicable diseases, including HIV and TB.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Indonesia will receive significant
support for bilateral HIV/AIDS programs in FY 2008, with programmatic emphasis on a range of
interventions related to care, treatment, and prevention. In FY 2008, $8.3 million of USAID
funding is planned for HIV/AIDS with GHAI amounts to be determined at a later date.

Economic Growth ($27 million): Increased productivity, income and prosperity are key to
Indonesia's future economic success and to continued support for its broader reform efforts.
Indonesia cannot resolve threats from radicalism and communal strife and respond to natural
disasters and disease without a healthy economy. Programs will promote greater transparency
and combat corruption, leading to an improved trade and investment climate, financial sector
safety and soundness, and increased private sector competitiveness. Economic governance
institutions in partnership with the private sector and civil society will also be strengthened.
Promoting a healthy environment to help assure sustainable growth, natural resources
management and biodiversity conservation is also a key component of this objective.
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Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request
157,168 * 185,639
Peace & Security 20,689 * 41,715
Counter-Terrorism 6,888 * 5,415
Deny Terrorist Sponsorship, Support and Sanctuary 0 * 1,215
Governments’ Capabilities 6,055 * 4,200
Program Support (Counter-Terrorism) 833 * 0
Combating Weapons of Mass Destruction (WMD) 0 * 490
Counter WMD Proliferation and Combat WMD Terrorism 0 * 490
Stabilization Operations and Security Sector Reform 5,878 * 23,974
Defense, Military, and Border Restructuring, Reform and Operations 1,928 * 16,674
Law Enforcement Restructuring, Reform and Operations 3,950 * 6,675
Program Support (Stabilization) 0 * 625
Counter-Narcotics 500 * 500
Interdiction 500 * 500
Transnational Crime 2,407 * 818
Financial Crimes and Money Laundering 1,512 * 0
Trafficking-in-Persons and Migrant Smuggling 685 * 645
Program Support (Crime) 210 * 173
Conflict Mitigation and Reconciliation 5,016 * 10,518
Conflict Mitigation 3,500 * 6,797
Peace and Reconciliation Processes 1,186 * 3,100
Program Support (Conflict) 330 * 621
Governing Justly & Democratically 31,802 * 29,414
Rule of Law and Human Rights 1,968 * 5,450
Justice System 1,367 * 4,627
Human Rights 500 * 700
Program Support (Rule of Law) 101 * 123
Good Governance 25,191 * 16,971
Legislative Function and Processes 7,800 * 2,550
Local Government and Decentralization 16,103 * 13,800
Program Support (Governance) 1,288 * 621
Political Competition and Consensus-Building 1,936 * 5,269
Elections and Political Processes 800 * 4,028
Political Parties 986 * 1,067
Program Support (Political Competition) 150 * 174
Civil Society 2,707 * 1,724
Civic Participation 2,557 * 1,550
Program Support (Civil Society) 150 * 174
Investing in People 77,819 * 87,510
Health 45,903 * 37,560
HIV/AIDS 7,920 * 8,300
Tuberculosis 2,970 * 3,000
Maternal and Child Health 27,043 * 20,760
Family Planning and Reproductive Health 2,970 * 0
Water Supply and Sanitation 5,000 * 5,500
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(% in Thousands) 2006 2007

2008

Actual Estimate = Request

Education 31,916 * 49,950
Basic Education 27,916 * 46,950
Higher Education 4,000 * 3,000

Economic Growth 26,858 * 27,000

Macroeconomic Foundation for Growth 975 * 0
Fiscal policy 975 * 0

Trade and Investment 4,232 * 7,300
Trade and Investment Enabling Environment 0 * 6,890
Trade and Investment Capacity 4,123 * 0
Program Support (Trade) 109 * 410

Financial Sector 4,500 * 0
Financial Sector Enabling Environment 4,173 * 0
Program Support (Financial Sector) 327 * 0

Agriculture 2,481 * 0
Agricultural Enabling Environment 2,372 * 0
Program Support (Agriculture) 109 * 0

Private Sector Competitiveness 7,387 * 14,200
Business Enabling Environment 1,693 * 10,011
Private Sector Productivity 5,438 * 3,737
Program Support (Private Sector) 256 * 452

Environment 7,283 * 5,500
Natural Resources and Biodiversity 6,806 * 4,900
Clean Productive Environment 244 * 408
Program Support (Environment) 233 * 192

Linkages with the Millennium Challenge Corporation (MCC)
In November 2006, USAID Indonesia and the Government of Indonesia signed a $55 million,
two-year agreement for Millennium Challenge Corporation (MCC) assistance, under the MCC
Threshold Program, to be programmed and managed through USAID Indonesia. The Threshold
Program is designed to assist Indonesia achieve MCC Compact eligibility status by undertaking
activities in areas where Indonesia currently falls short as measured by indicators that MCC
tracks. The Threshold Program was designed in coordination with the GOI, the U.S. Embassy
Indonesia Country Team, other donors, and on-going USAID activities to ensure maximum
collaboration and leveraging of resources.

A $20 million immunization program will assist the Government to immunize at least 80% of
children under the age of one for diphtheria, tetanus, and pertussis and 90% of children for
measles. A $35 million anti-corruption program includes implementation of court administrative
reforms and greater judicial transparency, increased enforcement capabilities to fight money
laundering, prosecution of cases of public corruption, and reduction of opportunities for
corruption through the modernization of public procurement systems.

Statement of Changes
Funding for Indonesia has increased from FY 2006 appropriated levels to the FY 2008 request
level by 19%. The largest increase, in Peace and Security, reflects the normalization of military
ties in 2005. Funding is increased to expand the Indonesia Education Initiative to improve the
quality of basic education in Indonesia as a key part of the U.S. strategy to address the ongoing
challenges of poverty and underemployment, and improve the quality of basic governmental
services provided to the population.
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LAOS
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Laos faces a myriad of challenges in advancing to Transforming Country status. As a
communist, one-party state that affords extremely limited political rights and civil liberties, Laos
has significant gaps in the Governing Justly & Democratically category. It does not have an
independent media and has limited control over corruption. Laos fares moderately better in the
Investing in People and Economic Growth categories, but still struggles with inadequate
infrastructure and limited governmental resources and capacity. Major avenues of U.S.
cooperation with Laos have been in the areas of promoting peace and security. The Lao
Government has been generally receptive to working with the U.S. in instituting reforms only in
relation to economic development and some limited judicial reform.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual | 2007 Estimate | 2008 Request
Peace & Security 4,290 * 3,250
Governing Justly & Democratically 0 * 220
Investing in People 0 * 1,051
Economic Growth 0 * 50
Total 4,290 * 4,571

Request by Account

2006 Actual

($ in thousands)

2007 Estimate

2008 Request

Child Survival and Health 0 * 1,051
Economic Support Fund 0 * 470
International Military Education & Training 0 * 70
International Narcotics Control and Law Enforcement 990 * 1,580
Nonproliferation, Antiterrorism & Demining 3,300 * 1,400
Total 4,290 * 4,571

Peace and Security ($3.3 million): Our highest foreign policy priority in Laos is promoting
democracy and freedom. However, in view of the limited opportunities given to us by the Lao to
do so, the U.S. takes advantage of the cooperation the two countries enjoy in other areas to
promote the democracy and freedom agenda indirectly. To this end, the bulk of foreign
assistance will be dedicated to programs that promote peace and security. The FY 2008 request
for the Peace and Security objective will support three Program Areas: Stabilization Operations
and Security Sector Reform ($1.5 million), aimed at removing unexploded ordnance and
providing English-language training and orientation visits for Lao defense officials; Transnational
Crime ($0.2 million), focused on combating the trafficking of persons; and Counter-Narcotics
($1.6 million), aimed at providing assistance to villagers who are at high risk of reverting to
poppy production and strengthening local law enforcement capacity to deal with the growing

threat of methamphetamine trafficking.
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Investing in People ($1.1 million): The entire FY 2008 request for Laos in this area will be used
to increase local capacity for a sustainable response to public health threats other than HIV/AIDS,
TB or malaria.

Governing Justly and Democratically ($0.2 million): Recognizing the Lao sensitivity toward
democracy and governance programs, the FY 2008 request is limited to: Rule of Law and Human
Rights ($0.1 million) that continues to build on ongoing efforts aimed at improving the justice
system and Civil Society ($0.1 million) that is a new initiative seeking to expand the oversight
capacity of the National Assembly.

Economic Growth ($0.1 million): The FY 2008 request continues support for Laos to improve
its trade and investment environment, enabling Laos to better take advantage of the U.S. - Laos
Bilateral Trade Agreement and to move forward toward accession to the World Trade

Organization.

Request by Element

($ in Thousands)

2006
Actual

2008
Request

4,290 * 4,571

Peace & Security 4,290 * 3,250
Stabilization Operations and Security Sector Reform 3,300 * 1,470
Explosive Remnants of War (ERW) 2,970 * 1,400
Defense, Military, and Border Restructuring, Reform and Operations 0 * 70
Program Support (Stabilization) 330 * 0
Counter-Narcotics 990 * 1,580
Alternative Development and Alternative Livelihoods 440 * 500
Interdiction 50 * 300
Drug Demand Reduction 25 * 100
Program Support (Narcotics) 475 * 680
Transnational Crime 0 * 200
Trafficking-in-Persons and Migrant Smuggling 0 * 200
Governing Justly & Democratically 0 * 220
Rule of Law and Human Rights 0 * 120
Justice System 0 * 120
Good Governance 0 * 100
Legislative Function and Processes 0 * 100
Investing in People 0 * 1,051
Health 0 * 1,051
Other Public Health Threats 0 * 1,051
Economic Growth 0 * 50
Trade and Investment 0 * 50
Trade and Investment Enabling Environment 0 * 50

Statement of Changes

Funding for Laos increased slightly from FY 2006. Changes within the program were new
activities in justice systems, and trafficking in persons, with a corresponding decrease in
demining activities. These shifts were aimed at new opportunities with the government of Laos
in key areas of mutual interest.
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MALAYSIA
Sustaining Partnership

Obstacles and Opportunities for Advancing Transformational Diplomacy
The United States has a valuable opportunity to build a more cooperative relationship with
Malaysia, a key Muslim-majority state in Southeast Asia and an important contributor to conflict
resolution and peacekeeping both regionally and internationally. Prime Minister Abdullah
Badawi has abandoned the often shrill anti-American rhetoric of his predecessor Mahathir
Mohamad and values Malaysia's expanding partnership with the United States. Key opportunities
for transformational diplomacy include enhancing the capability of Malaysia to combat terrorist
activities, halt WMD proliferation and work with its neighbors to guarantee the security of critical
maritime areas.

Southeast Asia has been accurately dubbed the second front in the war on terrorism. International
terrorist organizations, most notably Jemaah Islamiyah (JI), operate throughout the region and use
Malaysia for planning and fundraising. Malaysia's rapidly developing high-technology sector is a
potential resource for illicit activity, as demonstrated by a Malaysian company's role producing
centrifuge components for the A.Q. Khan nuclear proliferation network. Malaysia borders two
critical maritime areas: the Strait of Malacca and the Sulu and Sulawesi seas. Ensuring the safety
of these important waterways is fundamental to the security of Southeast Asia and the stability of
the global economy. Malaysia also shares a land border with southern Thailand, where Muslim
insurgents have waged a multi-year campaign of violence, making border security in that area a
concern as well.

U.S. investments so far have yielded some encouraging results. Malaysia is moving aggressively
against terrorists, having adopted a tough set of anti-terror laws, and shares critical information
with the United States. Largely as a result of U.S. urging, Malaysia has formalized its
nonproliferation commitment by acceding to the IAEA Additional Protocol, adopting the
Chemical Weapons Convention and working with the United States on export controls, including
the drafting of a comprehensive export control law that would be the basis for controlling the
trade of materials that could benefit WMD programs. With U.S. encouragement, Malaysia has
also established a coast guard, the Maritime Enforcement Agency, which is working to develop
its operational capabilities.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual | 2007 Estimate | 2008 Request
Peace & Security 2,417 * 3,730
Total 2,417 * 3,730

($ in thousands)

Request by Account

2006 Actual

2007 Estimate 2008 Request

International Military Education & Training 891 * 920
International Narcotics Control and Law Enforcement 0 * 800
Nonproliferation, Antiterrorism & Demining 1,526 * 2,010
Total 2,417 * 3,730
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Peace and Security ($3.7 million): The primary focus of U.S. assistance in Malaysia is to
pursue Peace and Security objectives. Funds support programs in four key areas: (1) Enhancing
Government Capabilities in Counter-Terrorism (CT); (2) Assisting Defense, Military and Border
Security Restructuring, Reform and Operations; (3) Countering WMD Proliferation and
Combating WMD Terrorism; and (4) Enhancing Law Enforcement Restructuring, Reform and
Operations. Antiterrorism assistance will further enhance Malaysian capabilities to prevent,
investigate, and respond to terrorist incidents, including cyber-terrorism and WMD mass casualty
incidents, as well as provide regional CT training in coordination with Malaysia's regional
training center and other initiatives. Security assistance will provide critical training to Malaysian
military and law-enforcement officials. Funds also will enhance maritime border security by
providing training and equipment as part of the Border Control Assessment Initiative, focused on
the critical Sulu and Sulawesi seas area. Finally, the priorities with respect to nonproliferation are
to help Malaysia adopt and implement a comprehensive export control law, enhance its licensing
process and further develop its enforcement capabilities.

Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request

2,417 * 3,730

Peace & Security 2,417 * 3,730
Counter-Terrorism 1,106 * 2,040
Deny Terrorist Sponsorship, Support and Sanctuary 281 * 750
Governments’ Capabilities 825 * 1,290
Combating Weapons of Mass Destruction (WMD) 420 * 490
Counter WMD Proliferation and Combat WMD Terrorism 420 * 490
Stabilization Operations and Security Sector Reform 891 * 1,200
Defense, Military, and Border Restructuring, Reform and Operations 780 * 800
Law Enforcement Restructuring, Reform and Operations 111 * 400

Statement of Changes
Funding for Malaysia has increased from FY 2006 appropriated levels. The FY 2008 request
contains an increase for counterterrorism and law enforcement restructuring, which is designed to
help combat terrorist travel by providing Malaysia with a computerized watch-listing system at its
major airports and border crossings. Further increases in Peace and Security reflect Malaysia's
expanded participation in the Anti-Terrorism Assistance program, including through the
Southeast Asia Regional Counterterrorism Center. These requested funds would strengthen
Malaysian capabilities as a security partner and reinforce the positive trend in our bilateral
relationship overall.
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MARSHALL ISLANDS
Sustaining Partnership

Obstacles and Opportunities for Advancing Transformational Diplomacy
The major obstacles to the advancement of the Republic of the Marshall Islands’ (RMI) are
transparency and financial stability. The RMI has since 1986 received significant amounts of
U.S. assistance through the Compact of Free Association. This compact was amended in 2003,
with new provisions establishing greater oversight and mechanisms to stimulate economic self-
sufficiency. Nonetheless, the RMI has lagged in economic development, and public sector hiring
has outpaced that of the private sector. A small (in terms of population) nation with a massive
Exclusive Economic Zone, the RMI is increasingly vulnerable to transnational threats.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 0 * 60
Total 0 * 60
Request by Account
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
International Military Education & Training 0 * 60
Total 0 * 60

Peace and Security ($0.1 million): U.S. funding will support the RMI Sea Patrol's efforts to
increase its professionalism so that it can perform two vital maritime security functions: patrol the
Kwajalein Atoll when the U.S. Army-Kwajalein Atoll/Reagan Test Site is performing operations;
and increase the RMI's ability to patrol its own maritime boundaries, thereby enhancing the
country's ability to deal with transnational crime.

Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request
0 * 60
Peace & Security 0 * 60
Stabilization Operations and Security Sector Reform 0 * 60
Immediate Protection of Civilians in Conflict 0 * 60

Statement of Changes
The FY 2008 request for the Marshall Islands reflects the first year of funding.
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MONGOLIA
Transforming

Obstacles and Opportunities for Advancing Transformational Diplomacy
Mongolia's transition to a market-oriented economy is far from complete, and many pressing
development challenges remain. Reforms in the areas of economic privatization and rule of law
are needed to enhance Mongolia's ability to attract long-term foreign investment and alleviate
poverty. Mongolia's continued democratic and economic success hinges on its ability to tackle a
series of governance issues, including establishment of greater accountability, transparency and
anti-corruption measures. Mongolia must be able to protect its own borders and cooperate with
its neighbors and regional partners to combat transnational crime and terrorism. The U.S. has an
opportunity to assist Mongolia in advancing the transformational diplomacy goal by supporting
the transition to free-market democracy while maintaining friendly, sustainable relations with its
two neighbors, Russia and China.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Peace & Security 3,836 * 2,640
Governing Justly & Democratically 2,650 * 0
Economic Growth 4,775 * 6,200
Total 11,261 * 8,840

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Economic Support Fund 7,425 * 6,200
Foreign Military Financing 2,970 * 1,000
International Military Education & Training 866 * 970
International Narcotics Control and Law Enforcement 0 * 670
Total 11,261 * 8,840
Peace Corps 1747 * 1995

Peace and Security ($2.6 million): U.S. security assistance will focus on defense, military,
border security and law enforcement restructuring, reform, and operations, as well as trafficking
in persons. U.S. efforts will assist Mongolia in building a brigade of international peacekeepers
and developing a regional peacekeeping training center that can host bilateral and multilateral
exercises that contribute to regional stability and confidence-building. Funding will also provide
for oversight and execution of a detailed multi-year action program to implement security sector
reform across the Mongolian Armed Forces.

Economic Growth ($6.2 million): U.S. economic growth assistance will focus on encouraging
increased private sector competitiveness, eliminating specific regulatory bottlenecks to private
sector growth, and mitigating the impact of corruption on trade and private investment. Direct
assistance to micro, small and medium-sized enterprises among rural communities and urban
migrants will continue, helping to broaden Mongolia's economic base and reduce poverty. In
addition, resources will help Mongolia introduce critical reforms in key strategic sectors
(particularly energy). Assistance will also help Mongolia expand its competitiveness and
implement tax, financial sector, and anti-corruption initiatives and education.
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Request by Element

($ in Thousands) 2006 2007

2008

Actual Estimate = Request
11,261 * 8,840
Peace & Security 3,836 * 2,640
Counter-Terrorism 0 * 24
Governments’ Capabilities 0 * 24
Stabilization Operations and Security Sector Reform 3,836 * 2,616
Operations Support 505 * 152
Defense, Military, and Border Restructuring, Reform and Operations 3,320 * 1,794
Law Enforcement Restructuring, Reform and Operations 0 * 670
Program Support (Stabilization) 11 * 0
Governing Justly & Democratically 2,650 * 0
Rule of Law and Human Rights 2,100 * 0
Justice System 2,000 * 0
Program Support (Rule of Law) 100 * 0
Good Governance 550 * 0
Legislative Function and Processes 100 * 0
Anti-Corruption Reforms 400 * 0
Program Support (Governance) 50 * 0
Economic Growth 4,775 * 6,200
Macroeconomic Foundation for Growth 400 * 0
Fiscal policy 350 * 0
Program Support (Macro Econ) 50 * 0
Trade and Investment 1,125 * 0
Trade and Investment Enabling Environment 300 * 0
Trade and Investment Capacity 725 * 0
Program Support (Trade) 100 * 0
Financial Sector 400 * 0
Financial Services 350 * 0
Program Support (Financial Sector) 50 * 0
Infrastructure 1,250 * 1,000
Modern Energy Services 1,200 * 1,000
Program Support (Infrastructure) 50 * 0
Private Sector Competitiveness 0 * 5,200
Business Enabling Environment 0 * 3,200
Private Sector Productivity 0 * 2,000
Economic Opportunity 1,600 * 0
Strengthen Microenterprise Productivity 1,500 * 0
Program Support (Econ Opportunity) 100 * 0

Linkages with the Millennium Challenge Corporation (MCC)

Mongolia is currently involved in the final negotiations leading to a Compact with the MCC.
The Compact is anticipated to be completed by late summer of 2007. The levels of funding are
still unknown as the MCC has not made its final determinations on the programs to be funded
under the Compact.

Statement of Changes
Funding for Mongolia decreased from FY 2006 in key accounts such as ESF and FMF. In order
to maintain impact with the reduced funding, programs are focusing on private sector
competitiveness.
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NORTH KOREA

Obstacles and Opportunities for Advancing Transformational Diplomacy
The Demaocratic People's Republic of Korea (DPRK)/North Korea is a highly centralized
communist state with the fourth largest army in the world. In part due to the North Korean
Government's focus on funding its military capabilities, North Korea's economy is an
exceptionally weak performer. The country suffers from chronic food shortages. The North
Korean Government maintains a rigid, closed society, largely disregarding the human rights of its
citizens. Overall, the country is a destabilizing force in its region and in the wider global
community. The United States is committed to a stable North Korea, wherein its citizens live in
freedom and prosperity. In October 2004, Congress passed and the President signed the North
Korean Human Rights Act, which supports human rights and democracy programs, programs to
promote freedom of information, and measures to protect and assist refugees and human
trafficking victims.

Resources to Help Advance Transformational Diplomacy

Request by Objective
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Governing Justly & Democratically 0 * 2,000
Total 0 * 2,000
Request by Account
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Economic Support Fund 0 * 2,000
Total 0 * 2,000

Governing Justly and Democratically ($2 million): There are select means for promoting
democracy and human rights in North Korea. Defectors have expressed that access to balanced
and non-propagandized information from abroad has been critical to their awakening about the
realities of North Korea and subsequent desire to seek freedom. The United States seeks to
empower independent defector voices, independent journalists and democracy activists. The U.S.
also seeks to promote greater awareness about the human rights situation inside North Korea, and
to support efforts to document the North's abuses.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
0 * 2,000
Governing Justly & Democratically 0 * 2,000
Rule of Law and Human Rights 0 * 1,000
Human Rights 0 * 1,000
Civil Society 0 * 1,000
Media Freedom and Freedom of Information 0 * 1,000

Statement of Changes
The Administration did not request bilateral funding for North Korea in FY 2006.
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PAPUA NEW GUINEA
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Papua New Guinea, which has the resources to be a viable state in the Pacific, is struggling due to
weakened political institutions and the primacy of local political interests over national concerns,
which have undermined governance and fostered corruption. Papua New Guinea's political
landscape is characterized by shifting alliances and minimal party loyalty. The government's
ability to deliver basic services has generally deteriorated. Papua New Guinea's already
overwhelmed system of medical services is being further challenged by a serious and growing
HIV/AIDS problem.

Resources to Help Advance Transformational Diplomacy

Request by Objective
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 288 * 280
Investing in People 0 * 2,080
Total 288 * 2,360
Request by Account
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Child Survival and Health 0 * 2,080
International Military Education & Training 288 * 280
Total 288 * 2,360

Investing in People ($2.1 million): Addressing the transnational threat of HIVV/AIDS is an
essential element of our transformational diplomacy effort. In Papua New Guinea there is a
growing threat of HIV infection. Funding the Child Survival and Health programs directed
towards HIV/AIDS aims to alleviate some of the threats. Papua New Guinea will receive
significant support for bilateral HIVV/AIDS programs in FY 2008, with programmatic emphasis on
a range of interventions related to care, treatment, and prevention.

Peace and Security ($0.3 million): Funding for Papua New Guinea focuses on defense,

military, and border security restructuring, reform, and operations and will support the building of
a more professional and better disciplined defense force. Funds will also enhance the Papua New
Guinea Defense Force's border control and maritime security capabilities. Funds also aim to
improve civil-security force relations.
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Request by Element

($ in Thousands)

2006
Actual

2007
Estimate

2008
Request

288 * 2,360

Peace & Security 288 * 280
Stabilization Operations and Security Sector Reform 288 * 280
Defense, Military, and Border Restructuring, Reform and Operations 288 * 280
Investing in People 0 * 2,080
Health 0 * 2,080
HIV/AIDS 0 * 2,080

Statement of Changes

The budget greatly increases from the FY 2006 actual funding to the FY 2008 request, reflecting
$2 million to address HIVV/AIDS issues. This reflects an effort to move country specific funding
from regional programs to country programs. Funding for HIV/AIDS programs previously went
to Papua New Guinea through regional funding mechanisms.
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PHILIPPINES
Transforming

Obstacles and Opportunities for Advancing Transformational Diplomacy
The major obstacles to the Philippines' advancement are lagging economic development, weak
institutions of governance, corruption, and security and terrorism threats. Although it is rich in
human and natural resources, economic development in the Philippines has lagged behind its East
Asian neighbors. An estimated 42% of the population lives below the $2 per day poverty line,
with Muslim Mindanao constituting the most marginalized area of the country. Although
significant peace, development, and security enforcement gains have been achieved, armed
conflict, widespread corruption, weak rule of law, a persistent fiscal deficit, and poor economic
competitiveness continue to undermine the effectiveness of governance. As the Philippines
struggles to provide sufficient jobs, infrastructure, health services, and education for its rapidly
growing population, it must also address the conditions that terrorists seek to exploit.

U.S. assistance can help the Philippines achieve the following goals: 1) Deny terrorists safe
haven, encourage communities to make the choice against terrorism, and win the ideological
battle against terrorism; 2) Support the peace process in the conflict-affected areas of Mindanao;
3) Ensure continued progress on governance issues by combating corruption, improving revenue
administration, reducing the fiscal deficit, and promoting greater rule of law and judicial
efficiency; 4) Support the transformation of the economy into one that can generate jobs for its
increasing population, is more welcoming of foreign investment, more open to free trade, and
increasingly able to protect intellectual property rights; 5) Help manage over-exploited and
polluted forest, coastal, and marine resources vital to food security, human health, and economic
growth; and 6) Reverse the deterioration in the education system in order to both spur
competitiveness and economic growth and promote increased access to health and family

planning services.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual | 2007 Estimate | 2008 Request
Peace & Security 40,824 * 19,563
Governing Justly & Democratically 13,171 * 8,100
Investing in People 36,170 * 31,391
Economic Growth 23,022 * 25,615
Total 113,187 * 84,669

Request by Account

2006 Actual

2007 Estimate

($ in thousands)

2008 Request

Child Survival and Health 24,651 * 17,510
Development Assistance 24,212 * 22,900
Economic Support Fund 24,750 * 25,996
Foreign Military Financing 29,700 * 11,100
International Military Education & Training 2,926 * 1,550
International Narcotics Control and Law Enforcement 1,980 * 1,150
Nonproliferation, Antiterrorism & Demining 4,968 * 4,463
Total 113,187 * 84,669
Peace Corps 2767 * 2753
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Peace and Security ($19.6 million): The U.S. can best assist the Philippines in establishing
peace and security by focusing on stabilization operations and security sector reform, and conflict
mitigation and response. With respect to stabilization operations and security sector reform, U.S.
funds will actively support the institutional, long-term Philippine Defense Reform (PDR)
program, while supporting and complementing Department of Defense-funded bilateral military
exercises, and deploying the Joint Special Operations Task Force-Philippines, which is
increasingly focused on the Sulu Archipelago, a region that continues to be vulnerable to terrorist
activity. Funds will also help sustain counterterrorism capability and key support and logistics
functions. In addition, funds will support the institutional development of the law enforcement
and criminal justice system and build capacity to prevent, investigate, and successfully prosecute
narcotics and other forms of transnational crime. In the area of Transnational Crime, the United
States will support the Philippines' efforts to address financial crimes and money laundering and
trafficking in persons. The multi-sectoral activities focused on conflict-affected areas of
Mindanao (described below) also contribute to peace and security. Indeed, 60% of development
resources go to Mindanao to help consolidate peace.

Governing Justly and Democratically ($8.1 million): U.S. assistance will support programs in
governance, the rule of law and human rights, and political competition and consensus building.
Investments in governance will support democratic local governance and decentralization, as well
as anti-corruption efforts at both local and national levels. In the area of rule of law and human
rights, U.S. funds will work towards an equitable and more responsive justice system by ensuring
equality before the law, fair trial standards, and other elements of procedural fairness and
efficiency. As for political competition and consensus building, U.S. assistance will support
more efficient and transparent elections and political processes.

Investing in People ($31.4 million): The United States will continue assisting the Philippines in
the critical areas of health and education. In health, U.S. assistance will be used to improve local
government capacity to deliver basic education, maternal and child health, family planning, and
TB services and improve the private sector's ability to provide quality health services to those
who can afford to pay. All HIV/AIDS funds will be used to increase local capacity for
HIV/AIDS surveillance and prevention. In water and sanitation, U.S. funds will help the
Philippines to develop low-cost improvements to water and sanitation at the local level,
particularly in Mindanao. Education programs will focus on equitable access to quality basic
education in conflict-affected areas of Mindanao, especially at the elementary level. Education
assistance also supports youth employability and livelihoods development, both critical for
sustained economic growth in Mindanao.

Economic Growth ($25.6 million): U.S. funding will focus on increasing private sector
competitiveness by addressing constraints to trade and investment, as well as sustainable
employment growth. U.S. assistance will also address the "gap" factors where the Philippines
falls short in terms of regulatory quality, business environment, and foreign direct investment --
all of which are needed to improve the business climate to provide jobs. Programs in Mindanao
will seek to spur the growth of micro-enterprises, improve economic infrastructure, increase
agricultural productivity, and provide job-skills training. In the environment and energy sectors,
U.S. funds will help the Philippines address threats to economic competitiveness due to the
deterioration in natural resources, promote alternative energy generation and production, and
support public-private sector partnerships to finance water-related infrastructure.
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Request by Element

(% in Thousands)

2006
Actual
113,187

2007
Estimate

2008
Request
84,669

*

Peace & Security 40,824 * 19,563
Counter-Terrorism 3,768 * 3,983
Deny Terrorist Sponsorship, Support and Sanctuary 0 * 483
Governments’ Capabilities 3,768 * 3,500
Combating Weapons of Mass Destruction (WMD) 400 * 210
Counter WMD Proliferation and Combat WMD Terrorism 400 * 210
Stabilization Operations and Security Sector Reform 35,206 * 13,870
Destruction and Security of Conventional Weapons 600 * 270
Defense, Military, and Border Restructuring, Reform and Operations 32,626 * 12,650
Law Enforcement Restructuring, Reform and Operations 1,980 * 950
Counter-Narcotics 0 * 200
Interdiction 0 * 200
Transnational Crime 700 * 200
Financial Crimes and Money Laundering 200 * 0
Trafficking-in-Persons and Migrant Smuggling 500 * 200
Conflict Mitigation and Reconciliation 750 * 1,100
Conflict Mitigation 750 * 556
Peace and Reconciliation Processes 0 * 500
Program Support (Conflict) 0 * 44
Governing Justly & Democratically 13,171 * 8,100
Rule of Law and Human Rights 3,910 * 1,000
Justice System 3,342 * 0
Human Rights 500 * 1,000
Program Support (Rule of Law) 68 * 0
Good Governance 9,261 * 5,300
Public Sector Executive Function 3,548 * 3,767
Local Government and Decentralization 1,000 * 1,007
Anti-Corruption Reforms 4,410 * 0
Program Support (Governance) 303 * 526
Political Competition and Consensus-Building 0 * 1,800
Elections and Political Processes 0 * 1,756
Program Support (Political Competition) 0 * 44
Investing in People 36,170 * 31,391
Health 28,310 * 18,491
HIV/AIDS 990 * 1,000
Tuberculosis 3,465 * 3,910
Maternal and Child Health 4,356 * 7,131
Family Planning and Reproductive Health 15,840 * 5,200
Water Supply and Sanitation 3,659 * 1,250
Education 7,860 * 12,900
Basic Education 7,860 * 12,900
Economic Growth 23,022 * 25,615
Macroeconomic Foundation for Growth 0 * 1,000
Fiscal policy 0 * 1,000
Trade and Investment 1,705 * 0
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(% in Thousands) 2006 2007 2008

Actual Estimate = Request

Trade and Investment Enabling Environment 1,455 * 0
Trade and Investment Capacity 250 * 0
Financial Sector 1,813 * 0
Financial Services 1,813 * 0
Infrastructure 5,274 * 7,775
Modern Energy Services 3,560 * 1,618
Transport Services 1,104 * 5,387
Program Support (Infrastructure) 610 * 770
Agriculture 500 * 3,000
Agricultural Sector Productivity 467 * 2,933
Program Support (Agriculture) 33 * 67
Private Sector Competitiveness 4,630 * 6,400
Business Enabling Environment 0 * 4,544
Private Sector Productivity 1,500 * 0
Workforce Development 3,130 * 1,700
Program Support (Private Sector) 0 * 156
Economic Opportunity 2,000 * 700
Inclusive Financial Markets 2,000 * 0
Policy Environment for Micro and Small Enterprises 0 * 700
Environment 7,100 * 6,740
Natural Resources and Biodiversity 6,300 * 5,232
Clean Productive Environment 505 * 900
Program Support (Environment) 295 * 608

Linkages with the Millennium Challenge Corporation (MCC)
The Philippines recently initiated a two-year, $21 million MCC threshold Program that focuses
on fighting corruption and improving performance in the revenue administration agencies, and
strengthening the Office of the Ombudsman (the office of the special prosecutor charged with
trying corrupt government officials). The USG's ongoing work in countering corruption across
government agencies, improving judicial efficiency by improving judicial procedures, improving
public expenditure management, and boosting revenue collection all complement the efforts to be
undertaken under the MCC Threshold Program.

Statement of Changes

The FY 2008 request represents a reduction from FY 2006 levels. Priority funding is focused on
democracy and economic growth, particularly to consolidate peace in Mindanao.

351



SAMOA
Transforming

Obstacles and Opportunities for Advancing Transformational Diplomacy
Although largely dependent on remittances from abroad, Samoa's parliamentary democracy,
history of stability, gradual economic liberalization and embrace of the private sector have helped
ensure that Samoa's economy is healthier than that of many other Pacific Island countries. Samoa
is a signatory of the Treaty of Rome and the International Criminal Court and has not signed an
Avrticle 98 agreement with the United States. Therefore, Samoa is ineligible for Foreign Military
Financing, grant Excess Defense Articles, or Economic Support Funds without a presidential
waiver.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 0 * 40
Total 0 * 40
Request by Account
($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
International Military Education & Training 0 * 40
Total 0 * 40
Peace Corps 1368 * 1433

Peace and Security ($0.04 million): Funding will help Samoa's police force develop an effective
maritime law enforcement and surveillance capability. Funding would provide for training in
basic coastal surveillance and sea-borne law enforcement skills in accordance with U.S.
leadership doctrines, emphasizing civilian control. Department of Defense/Coast Guard training
would contribute to broad-based economic growth in Samoa by assisting Samoa's maritime police
patrol to strengthen enforcement of Samoa's maritime Exclusive Economic Zone and improve the
safety of Samoa's fishing fleet.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
0 * 40
Peace & Security 0 * 40
Stabilization Operations and Security Sector Reform 0 * 40
Immediate Protection of Civilians in Conflict 0 * 40

Statement of Changes
FY 2008 will be the second year of Peace and Security assistance requested for Samoa. The
Administration did not request or receive funding for Samoa in FY 2006.
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SINGAPORE
Sustaining Partnership

Obstacles and Opportunities for Advancing Transformational Diplomacy
Singapore is one of the world's three busiest ports. Its status as a communications, transport, and
financial hub for Southeast Asia makes it liable to exploitation by terrorists as well as by
criminals moving goods, money, and people through the region. Singapore has taken strong
action in the last several years to improve its controls on a range of sensitive goods and
technologies, though aspects of its trade control regime still fall short of international best
practices. Singapore has been on the forefront of efforts to improve travel document security, and
participates enthusiastically in the Proliferation Security Initiative (PSI). Opportunities for
transformational diplomacy in Singapore are based on perspectives it shares with the United
States on many of the most important issues confronting both nations.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

2006 Actual

2007 Estimate 2008 Request

Peace & Security

140

725

Total

140

725

Request by Account

($ in thousands)

2006 Actual

2007 Estimate 2008 Request

Nonproliferation, Antiterrorism & Demining

140

725

Total

140

725

Peace and Security ($0.7 million): Singapore's importance to regional communications, finance,
and transportation gives it a key role to play in the effort to deter, detect and interdict the flow of
weapons of mass destruction (WMD), their delivery systems, related technology, and advanced
conventional weapons. As such, the focus of U.S. assistance will be to Control WMD and
Counter WMD Proliferation. The U.S. must also help Singapore to bring its strategic trade
control system into line with multilateral nonproliferation norms and to improve enforcement

capabilities.
Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
140 * 725
Peace & Security 140 * 725
Combating Weapons of Mass Destruction (WMD) 140 * 725
Counter WMD Proliferation and Combat WMD Terrorism 140 * 725

Statement of Changes
The FY 2008 request for Singapore will provide an overall increase of $0.6 million from the FY
2006 appropriated level to combat the proliferation of WMD. This increase reflects Singapore's
importance as a regional transport, communications and finance hub and the need to deter and
interdict the movement of WMD. Funding would increase technical expertise to Singapore so
that it can expand its controlled goods list and better identify and stop high-risk shipments.
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SOLOMON ISLANDS
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
The major obstacles to the Solomon Island's advancement are political instability and conflict. In
2000, the island of Guadalcanal became the center of a violent ethnic clash that subverted the
police and other government institutions, destroying the country's export industries. Order was
restored in 2003 with a large-scale police intervention, the Regional Assistance Mission Solomon
Islands (RAMSI), which was led by Australia. Underlying social tensions remain unresolved and
have contributed to an economic crisis, which has worsened chronic poverty and the already
insufficient infrastructure. Some political leaders are attempting to undermine RAMSI efforts,
focusing on local political interests above national concerns. The U.S. sees the potential to
improve political and social stability by supporting the RAMSI intervention.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

2006 Actual

Peace & Security

149

2007 Estimate 2008 Request

150

Total

149

150

Request by Account

($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
International Military Education & Training 149 * 150
Total 149 * 150
Peace Corps 22 * 27

Peace and Security ($0.2 million): U.S. assistance focuses on defense, military, and border
security restructuring, reform, and operations and will support strengthening the professionalism
of the security forces - all key objectives of RAMSI and U.S. policy towards the Solomon
Islands. In addition, the funds will help develop an effective maritime security capability.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
149 * 150
Peace & Security 149 * 150
Stabilization Operations and Security Sector Reform 149 * 150
Defense, Military, and Border Restructuring, Reform and Operations 149 * 150
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TAIWAN
Sustaining Partnership

Obstacles and Opportunities for Advancing Transformational Diplomacy
The U.S. seeks to assist Taiwan in establishing export controls that meet international standards,
and in improving adherence to trafficking in persons prohibitions in line with UN Protocols.
Taiwan has the basic framework for an export control system, but the system falls far short of
international standards. Taiwan's ability to enforce regulations designed to combat trafficking in
persons and other transnational criminal activity is also in need of improvement. Through
coordination on a comprehensive plan of action against human trafficking, the U.S. will assist
Taiwan, currently a Tier Two country in the Trafficking in Persons Report, tackle one major
activity of regional criminal networks.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands) 2006 Actual 2007 Estimate | 2008 Request
Peace & Security 450 * 775
Total 450 * 775
Request by Account
(% in thousands) 2006 Actual | 2007 Estimate | 2008 Request
Economic Support Fund 0 * 200
Nonproliferation, Antiterrorism & Demining 450 * 575
Total 450 * 775

Peace and Security ($0.8 million): U.S funding for export control enhancements will: 1)
establish licensing processes so that technical experts, intelligence agencies and foreign policy
officials are able to evaluate license applications with proliferation implications, and deny such
applications when warranted, 2) provide enforcement agencies (such as Customs) with training
and resources necessary to detect, identify and interdict unlicensed shipments as well as to
prosecute violators, 3) establish an outreach program to make industry aware of controls and
consequences of violating them. With respect to transnational crime, U.S. funds will assist law
enforcement agencies in Taiwan to develop comprehensive plans to combat trafficking in
persons, including by expanding prevention efforts. Funds will also allow NGOs to provide
shelter for trafficking victims.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
450 * 775
Peace & Security 450 * 775
Combating Weapons of Mass Destruction (WMD) 450 * 575
Counter WMD Proliferation and Combat WMD Terrorism 450 * 575
Transnational Crime 0 * 200
Trafficking-in-Persons and Migrant Smuggling 0 * 200
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THAILAND
Transforming

Obstacles and Opportunities for Advancing Transformational Diplomacy
Among the major challenges facing Thailand is the restoration of democracy in the wake of the
September 2006 military coup that overthrew the duly-elected prime minister and continuing
separatist violence in the ethnic Malay-Muslim southern provinces. The problem in the South has
claimed many victims, raised human rights concerns, and caused tense trans-border relations with
Malaysia. Other obstacles include corruption, low police investigative capacity, and weak
judicial prosecutions which are also areas that the U.S. would like to help Thailand address. The
U.S. Government is pushing for a return to democratic, civilian rule in the near term, and a
shortened timetable for a new constitution and new elections. This budget request presumes that
events in Thailand will include a return to democratic rule in 2007 that will allow us to continue
our assistance to the Royal Thai Government.

In recent years, Thailand has played a leadership role by dispatching military units to Afghanistan
and Iraq, sending military observers to Aceh to support the peace process there, and providing
access to its military facilities for force projection, military exercises, and regional humanitarian
relief. Thailand seeks to improve its ability to fight the Global War on Terrorism, in close
partnership with the United States.

Resources to Help Advance Transformational Diplomacy
Request by Objective

2006 Actual | 2007 Estimate

($ in thousands)

2008 Request

Peace & Security 8,833 * 6,500
Governing Justly & Democratically 990 * 0
Investing in People 0 * 1,040
Total 9,823 * 7,540

Request by Account

($ in thousands)

| 2006 Actual

| 2007 Estimate 2008 Request |

Child Survival and Health 0 * 1,040
Economic Support Fund 990 * 0
Foreign Military Financing 1,485 * 500
International Military Education & Training 2,369 * 1,200
International Narcotics Control and Law Enforcement 990 * 2,300
Nonproliferation, Antiterrorism & Demining 3,989 * 2,500
Total 9,823 * 7,540
Peace Corps 2212 * 2278

Peace and Security ($6.5 million): Given Thailand's key regional security and counterterrorism
role, and given the challenges faced by the Thai Government in responding to violence in its
southern provinces, targeted U.S. assistance in the security and law enforcement areas is the key
to ensuring that the Thai Government has the tools to play an important and responsible role in
the international system and domestically. In the area of stabilization operations and security
sector reform, the United States will invest in operations support, border security and military
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restructuring and reform. Assistance in law enforcement reform, restructuring, and operations
will directly improve enforcement capabilities and support legal and legislative reform, anti-
corruption measures, and regional border interdiction efforts. Counterterrorism assistance will
focus on the Royal Thai Government's capabilities to address twin issues in Thailand of border
security and improving counterterrorism capabilities. Finally, assistance will help to improve the
capabilities to stem a wide range of elements associated with the proliferation of weapons of mass
destruction.

Investing in People ($1.0 million): A portion of the MRA request and the Burma request will
go to funding the health, education and personal safety needs of migrant and refugee populations
living along the Thai-Burma border.

Linkages with the President's Plan for AIDS Relief (PEPFAR): Thailand will receive significant
support for bilateral HIV/AIDS programs in FY 2008, with programmatic emphasis on a range of
interventions related to care, treatment, and prevention. Thailand will also receive PEPFAR
resources for HIV/AIDS outside of the Foreign Operations appropriations.

Request by Element

(% in Thousands) 2006 2007 2008

Actual Estimate = Request

9,823 * 7,540

Peace & Security 8,833 * 6,500
Counter-Terrorism 3,729 * 2,100
Deny Terrorist Sponsorship, Support and Sanctuary 100 * 0
Governments’ Capabilities 3,629 * 2,100
Combating Weapons of Mass Destruction (WMD) 160 * 400
Counter WMD Proliferation and Combat WMD Terrorism 160 * 400
Stabilization Operations and Security Sector Reform 4,844 * 4,000
Operations Support 2,369 * 1,200
Defense, Military, and Border Restructuring, Reform and Operations 1,485 * 500
Law Enforcement Restructuring, Reform and Operations 990 * 2,300
Transnational Crime 100 * 0
Financial Crimes and Money Laundering 100 * 0
Governing Justly & Democratically 990 * 0
Rule of Law and Human Rights 990 * 0
Human Rights 990 * 0
Investing in People 0 * 1,040
Health 0 * 1,040
HIV/AIDS 0 * 1,040

Statement of Changes
The FY 2008 funding request for Thailand is a $2.3 million decrease from FY 2006 actual levels.
Funds have increased to respond to the HIVV/AIDS epidemic as a part of the President's
Emergency Plan for AIDS Relief. Peace and Security levels of funding for IMET and FMF have
been reduced in order to accommodate increases in International Narcotics Control and Law
Enforcement funding to help Thailand better respond to separatist violence in the ethnic Malay-
Muslim southern provinces.
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TONGA

Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Tonga is undergoing a political transformation as the monarchy weakens and popular calls for
democracy strengthen. Failure to move quickly toward a more representative form of

government contributed to the outbreak of devastating riots in the capital city in late 2006. Tonga

is an active participant in regional peacekeeping operations, and has already deployed troops to
Irag and committed to deploy there again in 2007. Tonga is also a troop-contributing country to
the Australian-led Regional Assistance Mission to the Solomon Islands and has plans to join

United Nations' peacekeeping operations in future years.

Resources to Help Advance Transformational Diplomacy

Request by Objective

($ in thousands)

Peace & Security

2006 Actual
361

2007 Estimate

2008 Request
395

Total

361

395

Request by Account

($ in thousands)

2006 Actual

2007 Estimate

2008 Request

Foreign Military Financing 248 * 200
International Military Education & Training 113 * 195
Total 361 * 395
Peace Corps 1371 * 1258

Peace and Security ($0.4 million): U.S. foreign assistance supports Tongan interoperability
with Coalition forces in Iraq and enhances their readiness to participate in peacekeeping

operations. U.S. assistance also focuses on peace and security through the support of defense,
military, border security restructuring, reform, and operations, and support civil-security force

relations.
Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
361 * 395
Peace & Security 361 * 395
Stabilization Operations and Security Sector Reform 361 * 395
Immediate Protection of Civilians in Conflict 113 * 195
Defense, Military, and Border Restructuring, Reform and Operations 248 * 200
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VANUATU
Transforming

Obstacles and Opportunities for Advancing Transformational Diplomacy
Regional stability in the South Pacific is vital for promoting the viability of its fragile democratic
states, and is therefore necessary to support transformational diplomacy. Weak governmental
institutions and ethnic tensions leave these states chronically poor and their people largely
without government services. Countries in the region lack the means to secure their often
numerous and distant island chains. Although suffering from many of these challenges and the
additional strains caused by ethnic tensions, Vanuatu's democratic institutions are an example to
neighboring states.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual | 2007 Estimate | 2008 Request
Peace & Security 98 * 115
Total 98 * 115

Request by Account

($ in thousands)

2006 Actual

2007 Estimate 2008 Request

International Military Education & Training 98 * 115
Total 98 * 115
Peace Corps 2122 * 2195

Peace and Security ($0.1 million): Funding for Defense, Military, and Border Restructuring,
Reform, and Operations will help VVanuatu's police force develop an effective maritime law
enforcement and surveillance capability. Funding will provide for training in basic coastal
surveillance and sea-borne law enforcement skills in accordance with U.S. leadership doctrines,
emphasizing civilian control. Assistance will also help improve force discipline and enhance
effectiveness in regional peacekeeping and disaster relief efforts. Finally, training will contribute
to broad-based economic growth in Vanuatu by assisting its maritime police patrol to strengthen
enforcement of Vanuatu's maritime Exclusive Economic Zone.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
98 * 115
Peace & Security 98 * 115
Stabilization Operations and Security Sector Reform 98 * 115
Defense, Military, and Border Restructuring, Reform and Operations 98 * 115

Linkages with the Millennium Challenge Corporation (MCC)
Vanuatu signed a five year compact agreement with MCC in 2006. The first installment of the
$65.69 million infrastructure project has been disbursed. The project is designed to improve
transportation, trade, and tourism networks.
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VIETNAM
Developing

Obstacles and Opportunities for Advancing Transformational Diplomacy
Fundamental economic and social changes are reshaping Vietnam. Its January 2007 accession to
the WTO will accelerate the reform process with a new focus on the compelling need to
strengthen virtually every aspect of economic governance. While the Viethamese Communist
Party's preoccupation with regime stability continues to affect the pace of political and social
change, Vietnam's leaders also understand they must confront the lack of government
accountability and rampant corruption to retain the tacit consent of the people to govern. Top
policy makers also understand that long-term, sustained economic progress will require a
complete revision of Vietnam's economic and commercial legal framework and reform of the

judiciary.

U.S. assistance programs outlined below are designed to build on significant past success in
Vietnam, working to improve the framework of economic governance and addressing the
consequences of war. U.S. and other international efforts to help improve governance and foster
a healthy civil society will continue in FY 2008, including efforts to promote human rights and
democracy. The U.S. - Vietnam bilateral relationship is growing rapidly, expanding into
regional cooperation on terrorism, countering drugs and money laundering, as well as other
security issues. In this environment, the confidence and trust Vietnamese officials have in U.S.
program provides an opportunity to make a profound impact on Vietnam's overall political and

economic direction over the coming years.

Resources to Help Advance Transformational Diplomacy

Request by Objective
(% in thousands) 2006 Actual | 2007 Estimate | 2008 Request
Peace & Security 3,819 * 1,315
Governing Justly & Democratically 95 * 800
Investing in People 33,114 * 87,700
Economic Growth 3,803 * 4,900
Total 40,831 * 94,715

Request by Account

2006 Actual

2007 Estimate

($ in thousands)

2008 Request

Development Assistance 3,818 * 0
Economic Support Fund 1,980 * 5,700
Global HIV/AIDS Initiative 31,214 * 87,700
International Military Education & Training 49 * 195
International Narcotics Control and Law Enforcement 0 * 200
Nonproliferation, Antiterrorism & Demining 3,770 * 920
Total 40,831 * 94,715

Peace and Security ($1.3 million): Funding will be used to continue existing programs to
eliminate explosive remnants of war, and other proposed programs support Vietnam's capacity to
address international security challenges; for Defense, Military and Border Security
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Restructuring, Reform, Operations to provide medical emergency, disaster response and English
language training to prepare the Vietnamese military to participate in international peacekeeping
operations in the future; for the control of WMD transit; and for counternarcotics interdiction to
enhance law enforcement cooperation.

Governing Justly and Democratically ($0.8 million): The U.S. continues efforts to persuade
Vietnam to adopt internationally accepted norms in respecting human rights, religious freedom
and democracy. The United States will allocate funds to further involve women in the democratic
process, promote the rule of law, enhance government transparency, promote political openness
and develop the institutional capacity of the National Assembly. While GVN sensitivities
effectively limit our ability to establish democracy programs, the activities that the United States
can finance provide a vital underpinning to the USG human rights/religious freedom strategy.

Investing in People ($87.7 million). Linkages with the President's Plan for AIDS Relief
(PEPFAR): Vietnam, a PEPFAR focus country, will receive significant support for bilateral
HIV/AIDS programs in FY 2008. These funds will be used, under the leadership of the host
country government, to scale up integrated prevention, care and treatment programs throughout
the country. PEPFAR support is invested in partnerships to help the nation build its capacity for a
sustainable response. Vietnam will also receive PEPFAR resources for HIV/AIDS outside of the
Foreign Operations appropriations.

Economic Growth ($4.9 million): A top U.S. priority in Vietnam is support for economic
policies conducive to reform. Funds will be focused on trade and investment, as well as
improving the business enabling environment to affect legal and regulatory reform, develop and
extend economic governance reform, open and improve trade policy, and provide IPR training,
focusing on judges and prosecutors. Programs will promote economic freedom, private sector
development, transparency and rule of law by strengthening the institutional capacity of the
private sector, civil society and the Vietnamese Government. Additionally, they aim to deepen
long-term relations between Vietnamese and U.S. regulatory institutions such as the Securities
and Exchange Commission and Federal Trade Commission.

Request by Element
(% in Thousands) 2006 2007 2008
Actual Estimate = Request
40,831 *

Peace & Security 3,819 * 1,315
Combating Weapons of Mass Destruction (WMD) 390 * 100
Counter WMD Proliferation and Combat WMD Terrorism 390 * 100
Stabilization Operations and Security Sector Reform 3,429 * 1,015
Explosive Remna