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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 -
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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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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.

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 