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Argentina

($in thousands)
Account FY 2001 Actud FY 2002Edimate FY 2003 Request
FMF 998 1,000 2,000
IMET 846 1,000 1,000

Maintenance of internationa security and regiona stability and building economic prosperity through
gructurd reform and enhanced trade are the leading U.S. interestsin Argentina. The Government of
Argentina (GOA) has actively supported U.S. security gods by playing aleading role in international
peacekeeping. Argentinahas aso cooperated with the United Statesin counter-terrorism and counter-
narcotics activities, which are centered in the tri-border area with Brazil/Paraguay. The United Statesis
assigting the GOA with judicia reform and anti-corruption programs aswell.  Since the open-market
economic reforms of the early 1990s, U.S. exports to Argentina have increased seven-fold and direct
investment ten-fold; with the eventua restoration of macroeconomic stability, opportunities exist for
further expangon.

Foreign Military Financing (FMF) funding enables Argentina s armed forces to improve their peacekeeping
capacity through purchases of up-to-date communications and trangport equipment, &t atime of severe
budget austerity. InFY 2003, FMF will be used to increase Argentind s bility to participate in
peacekeeping missions. Funds will be used to support increases in training, interoperability, and purchases
of needed equipment.

Argentina has dso been Latin America slargest user of U.S. Excess Defense Articles (EDA). Argentina
will be digiblein FY 2003 to receive EDA on agrant basis under Section 516 of the Foreign Assstance
Act. Transfer of grant EDA to Argentina continues our policy of supporting Argentina, asamgor non-
NATO Ally, a& atimewhen fisca augterity has dragtically shrunk Argentine defense spending. It enables
Argentinato continue its productive cooperation with the United States and NATO in international
peacekeeping operations. Grant EDA helps the GOA obtain NATO-compatible equipment, such as
trangport and communications eguipment, improving interoperability with NATO forces in peacekeeping
operations.

Internationa Military Education and Training (IMET) courses increase Argentine interoperability with U.S,
and NATO forces, which bolsters its strong participation in worldwide peacekeeping activities. IMET dso
plays akey role in developing civilian experts who can adminigter the Argentine defense establishment
effectively. With UN peacekeegpers serving in East Timor, Western Sahara, Ethiopia-Eritrea, Irag-Kuwait,
Cyprus, Bosnia, and Kosovo, Argentina ranks second among Latin American nations in number of
participants. The GOA has aso been aleading recipient of Enhanced International Peacekeeping
Capability funding ($2.25 million in FY 1998-1999), with military personnel from other Latin American

nations atending the GOA’s peacekeeping training academy.

In the aftermath of the 1990s bombings in Buenos Aires that killed over one hundred people, U.S. Anti-
terrorist Assistance programs (NADR) brought Argentine officids to the United States for vaugble
counter-terrorism briefings and training. The tri-border area and Argentina s northern border with Bolivia
are transshipment routes for illega drugs bound for the United States; regiond INC funding provides police
training for interdiction activities. In addition, the United States continues to promote training and
exchange programs with Argentine law enforcement and judicid authoritiesin support of GOA effortsto
reduce internationa crimind activity.
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Bahamas

($in thousands)
Account FY 2001 Actud FY 2002Edimate FY 2003 Request
FMF 139 100 100
IMET 110 140 140
INCLE 1,200 1,200 1,200

Because of the proximity of The Bahamas to the United States, the United States has a strong interest in a
stable and democratic Bahamas that will work closdaly with the United States on bilaterd, regiond, and
multilatera issues. Principd U.S. interests in The Bahamas include ensuring the safety and security of
gpproximately 8,000 American residents and more than three million annua American vidtors, opping
the transshipment of illicit drugs and illegal immigration through the Bahamian archipe ago; and combating
internationd financid crime, including money laundering and financia support for terrorism.

Only 50 milesfrom the United States at its closest point, the Bahamian archipelago isamaor

transshipment point for illegal narcotics trafficking and illegd migration to the United States. After
tourism, financia services represent the biggest industry. For the sake of regiond and U.S. security
conecerns, it isimportant that the Bahamian government be strong enough to combet the threst to its
sovereignty and its banking industry represented by illegd drug trafficking, money-laundering, corruption,
terrorism, and other crimes. The Bahamas, the Turks and Caicos |dands, and the United States are partners
in Operation Bahamas and Turks and Caicosto combet illegal narcoticstrafficking. In thisjoint operation,
under the bilateral maritime agreement, Bahamian and Turks and Caicos police and U.S. Drug Enforcement
Adminigtration personnd cooperate with U.S. Coast Guard and U.S. Army hdlicopter crewsin missons
against suspected drug smugglers.

The Bahamas will be digible to receive Excess Defense Artidles (EDA) in FY 2003 on agrant basis under
Section 516 of the Foreign Assstance Act. EDA will be used to promote counter-drug efforts, maritime
support, inter-operability and modernization of equipment. Internationa Military and Education Training
(IMET) and Foreign Military Financing (FMF) funds are used to educate, train, and equip the Bahamian
Palice and Defense Forcesto increase their effectiveness. FMF will be used to develop command, contral,
and communications architecture capable of supporting conduct of joint/multi-national counter-drug (CD)
operations and conduct CD interdiction operations. U.S. military interaction includes Joint Combined
Exercises and Training deployments, congtruction and humanitarian deployments, demand reduction
campaigns of Military Information Support teams, and disaster relief exercises.

Internationa Narcotics Control and Law Enforcement (INCLE) funding supports Bahamian government
efforts to carry out drug enforcement operations and investigations by providing operationa support,
training, and equipment. It dso supports ingtitution-building efforts by the Bahamian government through
its multi-year projects to reform the Bahamian courts by promoting procedura changes and more efficient
management of drug cases and to computerize al Bahamian courts. The U.S. Embassy dso works closdly
with Bahamian officias to support anti-money-laundering efforts and to encourage the Bahamian
government to act more effectively in seizing drug traffickers assets.

The safety and security of American citizensisaprincipa U.S. objective. U.S. officidsin The Bahamas
maintain close liaison with the Bahamian police, keegp U.S. citizensinformed of threats from crime and
hurricanes, maintain registration and warden systems, and work with Bahamian officids to improve
aviation safety and airport security. Other important U.S. objectives are to deter illegd immigration and
maintain effective border controls, and to diminate barriers to foreign investment and trade and participate
fully in the Free Trade Area of the Americas and the World Trade Organization.
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Bdize

($in thousands)
Account FY 2001 Actud FY 2002Edimate FY 2003 Request
FMF 200 200 300
IMET 223 275 175
Peace Corps 1,396 1,425 1,445

The United States seeks to stanch the flow of llicit drugs through Belize and to make it aless dtractive
location for other crimind activity, such as money laundering, trafficking in undocumented aiens and
stolen vehicles, and smuggling of artifacts and wildlife. Improving the administration of justice and making
the police more effective will improve conditions for U.S. investors and traders and for the 110,000 U.S.
citizenswho vist Belize each year. The United States dso has an interest in asssting Belize in protecting
the 40 percent of itsterritory thet conssts of nationd parks and nature preserves, which shelter extengve
ranforests and diverse wildlife, and its barrier cord reef, the second longest in the world.

Because of its proximity to the United States and its postion linking vulnerable Centrd American and
Caribbean dates, Bdizeisan ided trangt point for illicit drugs headed for the United States. Easy accessto
the United States and Mexico makes Belize an attractive staging areafor other internationa crimes as well.
It is a market for vehicles stalen in the United States, a potentia Ste for money laundering, and an origin
point for smuggled wildlife and artifacts. Modest International Narcotics Control and Law Enforcement
(INCLE) Latin American Regiond funding provides training and assistance to disable drug organizations,
improve the collection and dissemination of counternarcotics intdligence, increase interdiction of illicit
drugs, and improve Bdize's ability to deter and detect money laundering. INCLE funding aso seeks to
improve the professonaism and performance of police and prosecutors, provide technica support for the
judicid system, and reduce the flow of stolen vehicles from the United States to Belize. The United States
is the largest foreign investor in Belize and its biggest trading partner, and U.S. citizens account for the
mgority of Bdize's tourigts. Improvement of the police and the judicid system would make it safer and
easer for American tourists and business.

In 2000, the United States and Belize sgned anew extradition treaty, a mutud lega assstance treaty, and
an overflight and landing protocol to an existing maritime counternarcotics cooperation agreement. The
extradition treety came into force early in 2001. A stolen vehiclestreaty and the mutud legd assistance
tresty are expected to comeinto forcein 2002. Theselegd instruments should greetly enhance the ability
of the United States and Belize to cooperate effectively to combat crime.

InFY 2003 Internationa Military Education and Training (IMET) and Foreign Military Financing (FMF)
programs provide training and equipment for asmall but disciplined Belize Defence Force (BDF). BDF
troops served with the CARICOM Battaion during peacekeeping operations in Haiti and participatein
regiond training exerciseswith U.S. and Caribbean forces. IMET training improves the professonaism
and competence of the BDF, making it amore effective partner when operating with U.S. forcesin joint
exercises and enabling it to protect Belize s nationd parks, nature preserves, and barrier reef. Belize will be
eigiblein FY 2003 to receive Excess Defense Articles (EDA) on agrant basis under Section 516 of the
Foreign Assstance Act. The provison of grant EDA promotes interoperability and modernizetion of
equipment.
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Bolivia

($in thousands)

Account FY 2001 Actud FY 2002Edimate FY 2003 Request
Csh 6,598 19410 0
DA 25,098 12,053 30,547
ESF 1,995 10,000 10,000
FMF 0 500 2,000
IMET 665 700 800
INCLE 52,000 81,000 91,000
Peace Corps 2,925 2,866 2,860
P.L. 480 Titlell 15,918 9910 21,525

The mogt urgent U.S. interest in Baliviaisto stop theillicit production of coca and the export of cocaine
and other illicit products to the world market. Integra to the counternarcoticsfight is U.S. support of
Balivian democracy, as a stable democracy is anecessary condition for continued successin this arena
The United States is encouraging Bolivias transition to a free market economy as the most promising
avenue to growth. Balivids effective implementation of judicid reformsis critica to our efforts related to
counternarcotics, investment, human rights, and socid stability. Increasing and sustaining Balivias
cgpabilitiesin peacekeeping is vitd to ensuring that they continue in their role as peacekeepersin crises
around theworld. The presarvation of Balivids biodiversity is vitd to globa environmenta needs.
Improving hedth conditions will aleviate the burden of poverty and decrease the pressure for emigration.

Balivia, long considered one of the least democratic countries in the Andean region, has had an
uninterrupted succession of dected governments since 1981. Market reforms and sound macroeconomic
policies resulted in steady if unpectacular growth, until recession in the region caught up with Boliviain
2000. Despite successful completion of the process for debt relief under the Highly Indebted Poor
Countries program and prospects for natura gas development, the economy in 2001 was practicdly
stagnant. Boliviaremains the world's third largest producer of illicit coca; and while the government has
mede significant gains over the past four years towards fulfillment of its god to eradicate dl illicit coca by
the timeit leaves office in 2002, demonstrations and violence by coca growers have Sdetracked eradication
and enforcement efforts this past year.

The FY 2003 budget request remains a a high level compared to previous years and reflects the amount of
support required to sustain counternarcotics operationsin two distinct regions. 1n the Chapare, replanting of
cocais ongoing and must be prevented. In the Y ungas, where many narcatics traffickers displaced from the
Chapare have relocated, the United Statesis expanding efforts to control the lega coca market and the
illegal diverson of legdly-grown cocato cocaine processing. Violent ambushes of eradication and
interdiction forces in the Chapare and in the Y ungas in late 2001 highlight the need to increase significantly
both manpower and commodity resourcesin these volatile regions. Assstance efforts are aimed at
consolidating the gains and reestablishing control, while combating the poverty and corruption that
threstens what is iill the poorest country in South America

FY 2003 gods include the eradication of dl resdud coca, the prevention of new plantings in the Chapare,
and thedimination of dl illegd cocainthe Yungas. Internationa Narcotics and Control and Law
Enforcement (INCLE) funds will be used to consolidate the successes of Plan Dignidad to ensure that coca
cultivation and drug trafficking do not regain afoothold in Bolivia. The FY 2003 budget request will
support Bolivian efforts to halt the production of illega cocain the Y ungas and the Chapare and the
exportation of cocaine from Bolivia. It will support increased interdiction of essentid precursor chemicas
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and cocaine products, enhancejudicia capability to prosecute narcotics-related crime, promote aternative
economic development, expand demand reduction efforts in Bolivia, and improve the qudity of
investigations into aleged human rights violations.

Deve opment Assistance (DA) funds will increase economic opportunities by providing technica assstance
to micro-finance indtitutions and assist micro-entrepreneurs and providing technologica servicesto farmers
to increase yields and access to markets. Funds will aso be used to strengthen democracy by working
through civil society and judicia reforms. Support for sustainable management of renewable naturd
resources will aid the country in sustaining economic growth. In the hedlth sector, stabilizing population
growth by encouraging increased use of family planning services and supporting other health sector
initiatives are two key areas. DA fundswill so support the Amazon Mdarialnitiative; integrated hedlth
care, nutrition, and vaccination programs for children; and decentralization of public hedlth care servicesto
the primary care levd.

Economic Support Funds (ESF) will be used to strengthen municipa governments and improve
congressiona capacities, complemented by civil society activities to further consolidate democratic values
and practices. Other ESF funds will be used for economic growth activities to further Bolivid s ability to
compete in the globa economy.

Foreign Military Financing (FMF) fundswill be used to educate, train, and equip the Bolivian security
forces to increase their effectivenessin their traditiona nationa security role, which will help ensure
regiond stability, aswdl asin their multilaterd role asinternationa peacekeepers. Some of these funds
will be spent to increase Bolivias peacekeegping capabilities and to ensure thet they continue to remain
engaged in peacekegping operations around the world. Bolivia currently has forces deployed in Angola,
Guatemda, Kuwait, and Western Sehara. The GOB has aso committed a reinforced beattaion to the UN's
“gtand-by” force.

Internationa Military Education and Training (IMET) funds will provide professond military education to
key Balivian military personnd, principaly through attendance at U.S. military command and staff
colleges, with focus on civil-military relations, resource management, and democratic ingtitution building.

Baliviawill be digible to receive Excess Defense Articles (EDA) on agrant basis under Section 516 of the
Foreign Assstance Act in FY 2003. Transfer of grant EDA to Boliviawill support our foreign policy god
of reducing the internationa supply of narcotics by helping to equip units engaged in narcotics interdiction
and cocaeradication. It will help supply Balivia's peacekeeping unit with NATO-competible equipment
and enhance U.S. influence on the development of Bolivias armed forces.
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Brazil

($in thousands)
Account FY 2001 Actud FY 2002Edimate FY 2003 Request
Csh 7,883 8,700 0
DA 7,318 3,930 17,537
IMET 241 440 500
INCLE 2,000 6,000 12,000

U.S. nationd interestsin Brazil are: regiond stability; control of narcatics, crime, terrorism, and infectious
disease; and economic prosperity. Brazil isaleader in the hemigphere, and there are many opportunitiesfor
grester cooperation on issues of mutua concern, including promotion of democratic vauesin the region,
preservation of natura resources, and promotion of efficient energy use. Brazil took the lead in organizing
and garnering support for the OAS/Rio Treety meeting of Foreign Ministers held on September 21, which
resolved that the September 11 attacks againgt the United States were atacks againgt al American ates.

Brazil isthe only country that borders on the three mgjor coca-producing countries in the hemisphere. Asa
result, it isan important trangit country for illegal narcotics flows to the United States and Europe and dso
faces a growing domestic drug abuse problem. Brazil’s own recognition of the threet posed by narcotics
trafficking prompts greater bilateral cooperation. U.S. counterterrorism officials monitor the tri-border
region of Brazil, Argentina, and Paraguay. U.S. and Brazilian officidswork closaly on control and
eradication of infectious diseases through research programsin both countries.

Asthe largest economy in South America, Brazil’s participation in the globa economy, and particularly in
the Free Trade Area of the Americas (FTAA) process and the new round of World Trade Organization
(WTO) negatiations, is critica to U.S. economic prosperity. The FTAA and WTO negotiaionswill hdp
advance U.S. god's of encouraging the further opening of Brazil’s market to U.S. products, promoting U.S.
exports, coordinating policies encouraging fiscal stability and structura reform, and supporting Government
of Brazil (GOB) policies leading to broad-based economic growth.

Brazil’ s increased emphasis on containing spillover of crime and violence from Colombia has contributed
to broader engagements with the United States on counternarcotics cooperation. Whilethereislittle
likelihood at present that Brazil will become a mgor narcotics producer, it isamgor trangt country for
illicit drugs shipped to the United States and Europe. Brazil’s domestic drug abuse problem is second only
to that of the United Statesin this hemisphere. U.S. counternarcotics assistance will be used to address
narcotics use and trafficking in our countries through: (1) providing equipment and training to improve the
capability of Brazilian law enforcement agencies to combat trafficking; and (2) asssting drug educetion,
awareness, and demand reduction programs. Greater emphasis will be placed on Brazil’ s efforts to
srengthen contral of its 1,000-mile border with Colombia

Politico-military cooperation continues to degpen between our countries. The Internationa Military
Education and Training (IMET) program dlows the United States to shareits long experience of civilian
control of the military and promotes Brazil’ s ability to serve in internationa peacekeeping missons as well
asthe interoperability of U.S. and Brazilian forces.

Brazil will be digiblein FY 2003 to receive Excess Defense Articles (EDA) on agrant basis under Section
516 of the Foreign Assstance Act. Provison of grant EDA to Brazil encourages enhanced interoperability
of our military forces.



Duetoitsvad rain forests, Brazilian cooperation is key to agloba environmenta drategy. U.S.
environmenta assstance isaimed a reducing emissons of greenhouse gases associated with climate
change and protecting biodiversty — actionswith agloba impact. Development Assistance (DA) funds
programs that discourage deforestation and promote energy policies that mitigate emissons of greenhouse
gases asociated with climate change. Fire prevention in the Amazon, also a priority, employs sophisticated
satellite technology linked to severd USG technica agencies. The State Department and the U.S. Agency
for International Development work with non-governmenta organizations, research ingtitution partners,
academic inditutions, industry, and government agencies to leverage our resources and to advance our
environmenta agenda.

Brazil’ slarge population, location, and widespread poverty makeit afoca point for the spread of infectious
disease. More than 50 percent of the AIDS cases reported in Latin Americaand the Caribbean arein

Brazil. Brazil dso hasalarge number of sreet children, particularly in the Northeast. DA funds go to non-
governmental organizations working to combet the sexua transmission of HIV/AIDS among women,
adolescents, and low-income groups and to improve the qudlity of life of at-risk children and youth.

Funded activities include the promotion of children’ s rights and the provision of vocationd training,
education, and hedth services. Brazil represents the developing countries of the Americas on the Board of
the Globa Fund to Fight AIDS, Tuberculogs, and Mdaria
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Chile

($in thousands)
Account FY 2001 Actud FY 2002Edimate FY 2003 Request
FMF 0 500 1,000
IMET 550 570 600

U.S. nationd interests in Chile include promoting prosperity through enhanced bilateral and multilateral
economic and commercid ties (e.g., the bilateral Free Trade Agreement and mulltilatera Free Trade Areaof
the Americas now being negotiated). They include the promotion of healthy, democratic indtitutions,
including areformed crimind justice system, and the furtherance of common viewpoints on arange of
important regiona and globd issues. U.S. nationd interests are enhanced by supporting increased Chilean
participation in internationa peacekeeping operations and interoperability of Chilean forceswith U.S. and
other peacekeeping forces.

The FY 2003 request for Internationa Military Education and Training (IMET) funding will be used to
bolster regiond stability and democracy by contributing to GOC efforts to professondize its armed forces
and increase ther interoperability with U.S. forces through the continuation of management training courses
for NCOs, mid-level officers, and senior officers. Other training in egquipment maintenance, logigtics, and
resources management aso increases Chile' s ahility to maintain U.S. equipment initsinventory.  We have
sought increased interoperability as supporting Chilean participation in internationa peacekesping
operations and other regiond exercises.

FY 2003 Foreign Military Financing (FMF) under the Conflict Prevention and Response program will
provide needed equipment to Chile' s armed forces participating in extant peacekeeping operations. Chile
will be digiblein FY 2003 to receive Excess Defense Articles (EDA) on agrant basis under Section 516 of
the Foreign Assstance Act. EDA will be used to promote interoperakility and modernization of equipment.

Chileis not a center for the production or transportation of illegal drugs, though the picture may be evolving
as producers look to Chile as a source of precursor chemicals and as a country through which to ship drugs
en route to Europe and the United States. Chil€' s proximity to producer countries such as Boliviaand

Peru, its dynamic economy, and relatively well-devel oped banking system combine to make it vulnerable to
money laundering. International Narcotics Control and Law Enforcement (INCLE) funds from a Western
Hemisphere regiona fund will be used to assist Chile in implementing effective money laundering and
precursor chemica controls, and to enhance its own narcotics investigation, interdiction, and demand
reduction cgpabilities. In addition, INCLE fundswill provide modest amounts of training and support to
Chile' stwo main law enforcement ingtitutions, the Carabineros and the Investigations Police,
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Colombia

($in thousands)
Account FY 2001 Actud FY 2002Edimate FY 2003 Request
FMF 0 0 98,000
IMET 1,040 1,180 1,180
INCLE 48,000 380,500 439,000

U.S. interests in Colombia focus on counternarcotics, regiona stability, supporting democracy, protecting
human rights, providing humanitarian assistance, and fostering mutua economic prosperity. None of these
chadlenges can be addressed in isolaion.

The United States faces an unusualy complex series of issuesin Colombiaand its neighbors. With

40 million people, Colombiais Latin America s third most populous country. 1t has long-standing politicdl,
security, socia, and economic problems exacerbated by the explosive growth of cocaand heroin cultivation
in which guerrillaand paramilitary forces are increasingly involved. Thereis no easy explanation for
Colomhbia stroubles, but they are rooted in limited government presencein large aress of the interior, a
pervasive sense of lawlessness, and deep socid inequities. The Government of Colombia (GOC)
developed its Plan Colombia as a baanced strategy to respond to al of theseissues.

U.S. counternarcatics goas remain at the center of relations with Colombia, which now supplies 90 percent
of cocaine consumed in the United States and the bulk of heroin confiscated on the East Coast. However,
the United States has other important interests, including regiond stability, counter-terrorism, trade and
investment, internationa law enforcement, support for an embettled democratic government, human rights,
the rule of law, and the protection of U.S. citizens.

U.S. support for Colombia s strategy to address its challenges was demonstrated by the $1.3 hillion
emergency supplementa gpproved in July 2000. Implementation of the projects supported by those funds
ismaking good progress overdl, athough dternative development programs are being revised to address a
number of chalenges.

The proposed program for FY 2003 builds upon the FY 2002 program and is complemented by new
initiatives proposed for Colombid s neighbors. Drawing on $439 miillion for International Narcotics
Control and Law Enforcement (INCLE) funding, it continues to address underlying socid issues with
$164 million for dternative development, humanitarian assistance, and indtitution building, ong with
$275 million for narcotics interdiction and eradication programs. The dternative development and
ingtitution building programs include emergency and longer-term ass stance to vulnerable groups and
displaced persons and programs promoting the rule of law, loca governance, and human rights.

Eradication and interdiction programs continue to combat drug production and trafficking in cocarrich
southern Colombia. With the process to train and equip the Colombian Army’s (COLAR) second
Counterdrug Brigede due to begin in FY 2002, FY 2003 programs will provide ongoing training and
equipment funds to support these brigades as they expand operations beyond the departments of Putumayo
and Cagueta. Fundswill aso provide training and operationa support for the COLAR’ sHuey Il and UH-
60 hdlicopters, support for the CNP s Air Service, and upgrades of aviation facilities. Counternarcotics
funding will continue to provide logistica support for expanded eradication operations.

Colombia remains the world' s leading producer of cocaine and is an important supplier of heroin to the

U.S. market. Colombian authorities increased the aerid eradication program and treated over 84,000
hectares of cocain 2001. Colombian Government goas are to cap off coca cultivation in 2001 and to
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reduce cultivation from 2000 levels by 30 percent at the end of 2002. Continued U.S. support will assst the
GOC to achieve these gods.

A primegod in FY 2003 isto spray 200,000 hectares. Repesated soraying will deter replanting and dlow
the GOC to reduce coca cultivation by the end of FY 2006 to 50 percent of the 2000 level. The god for
poppy eradication is 10,000 hectares. Requested funding will result in the seizure of 40 metric tons of
cocaine derivatives, the destruction of 2,000 base labs, and the dismantling of 160 cocaine labs.

Colomhbia, Latin America s oldest democracy, has become increasingly vulnerable to the activity of
guerrilla, paramilitary, and narco-trafficking groups. Programs promoting democratic and human rights
norms are based on fundamenta U.S. values and are intended to assst Colombia sreform efforts and
achieve greater political stability in the hemisphere. In addition, humanitarian assstance to internaly
displaced persons meets the U.S. long-term objective of stabilizing the region and providing legitimate
employment and agricultural programs to replace cultivation of illicit drug crops.

The smdl but significant Internationa Military Education and Training (IMET) program complements
these U.S. objectivesin Colombia. IMET assstance provides training for the Colombian military,
including a strong emphasis on human rights, the observance of which is centrd to our support for the
military and police.

Colombiawill be digiblein FY 2003 to receive Excess Defense Articles (EDA) on agrant basis under
Section 516 of the Foreign Assstance Act. Transfer of grant EDA to Colombia continues our primary
foreign policy objectives of fighting drugs and supporting the ongoing peace negotiations between the
Government of Colombia and theinsurgents. In addition, receipt of grant EDA will enable Colombian
security forces to improve protection of human rights and create a climate of stability conducive to trade,
investment, and economic development.

The Adminigtration has submitted to Congress a request for $98 million in Foreign Militray Financing
(FMF) to train and equip Colombian troops to protect the economicaly vita Cano Limon-Covenas
pipdine, afrequent target of guerrillasabotage. Lost revenue from guerrilla attacks has saverdy hampered
the GOC' s ability to meet the country’s socid, politica and security needs. Colombiais the eighth-largest
supplier of petroleum to the United States, and the pipeline protection proposa would enhance the GOC's
ability to protect avita part of its energy infrastructure.

Colombia s continuing post-1990 economic liberdization opened new opportunities for U.S. trade and
investment. Expansion of U.S. exportsto Colombia, including investment-led exports, means more and
better-paid U.S. jobs a home. Colombia historically has been atop Latin American export market for U.S.
business. Bilaterd rdations between the United States and Colombia have improved significantly under
President Pastrana, including restoration of Colombia's access to programs of the Export-Import Bank,
Oversess Private Investment Corporation, and Trade and Development Agency. The United Statesis
seeking to increase the current percentage of the U.S. share of Colombid simport market, and the U.S.
Embassy is an active advocate of American business.

Colombia faces chalengesif the globa downturn degpens. Strong GOC macro management, however,
coupled with the gpprova of the revenue-sharing reform and the domestic debt swap should strengthen the
fiscd stuation. Colombiaisin the second year of athree-year IMF program and should continue to meet
IMF targets. Pending pension reform isimportant for GOC finances but is not likely to be passed in 2002.



CostaRica

($in thousands)
Account FY 2001 Actud FY 2002Edimate FY 2003 Request
IMET 297 350 400
Peace Corps 485 845 913

U.S. primary nationd interests in Costa Rica continue to be the promotion of trade and a vibrant, diverse
economy; increased counternarcotics cooperation; and support for sustainable devel opment and sound
environmenta management - another arealin which Costa Rica has been aregiond leader. CostaRica
remains among the mogt stable nations in the hemisphere. Exerting internationd influence in greeter
proportion than the country’ s size would suggest, the Government of Costa Rica (GOCR) has for decades
proven itsdf astrong aly in promoting economic development, integration, human rights, and regiona
gability. Codta Rica has become a staunch U.S. partner in the fight againgt internationd crime, greetly
expanding and complementing U.S. law enforcement effortsin the region.

Asardatively prosperous nation with astrong, diverse economy, Costa Rica benefits from fewer direct
U.S. ad programs than most of itsregiond neighbors. Nevertheess, because of its peaceful higtory and its
democrétic traditions, the assistance the United States provides to Costa Ricais a sound investment.
Although Costa Ricamaintains no traditiona military, the Internationd Military Education and Training
(IMET) program promotes the U.S. god of ensuring peace and regiond security. The FY 2003 IMET
request will continue training to further professiondize law enforcement officers and coast guard personnel
through courses such as patrol craft commander training, rule of law and discipline in military operations.
Likewise, asthe GOCR assumes an increasingly sophisticated counternarcotics role and beginsto address
trafficking in and sexud exploitation of children, IMET training provides access to modern, date-of-the-art
law enforcement training.

The GOCR recognizes the growing thregt it faces as a drug-trangiting country from narcotrafficking and has
become one of the most important U.S. counterdrug aliesin the region. Costa Ricareceives no direct,
bilatera International Narcotics Control and Law Enforcement (INCLE) funds. The United States provides
INCLE funds from regiond alotments, however, to support Costa Rica s expanding domesticaly-funded
programs, which serve to amplify and reinforce U.S. hemispheric law enforcement efforts. These funds
finance avariety of initiatives to strengthen law enforcement capabilities and to provide the law
enforcement community the toolsto do their job. In 1999 Costa Rica became the first country in Centra
Americato Sgn aBilaterd Maritime Counternarcotics Agreement with the United States.

Cogta Ricawill be digiblein FY 2003 to receive Excess Defense Articles (EDA) on agrant bass under
Section 516 of the Foreign Assstance Act. Transfer of grant EDA to CostaRicais congstent with U.S.
efforts to reduce the drug flow and promote regiona stability in Centrd America. Most EDA will be used
to enhance counternarcotics capabilities, including communications equipment and air and ocean assets.
Codta Ricas palitica gtability and commitment to democracy isunusud in Latin America. Interna security
ismaintained by loca police and lightly armed security forces under the Ministry of Public Security.
(CodtaRica abolished its military in 1948.) Thetransfer of EDA demongtrates USG support of Costa

Rica s democracy and encourages interoperability and the modernization of equipment.
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Cuba
($in thousands)

FY 2001 Actual FY 2002Edimate  FY 2003 Request

ESF 4,989 5,000 6,000

U.S. nationd interests in Cuba are fostering an open economy, democracy, and respect for human rights;
protecting American citizens; and controlling U.S. borders by ensuring safe, legd, and orderly migration
from Cuba.

U.S. policy encourages a peeceful trangition to democracy in Cuba, thereby averting ingtability in a post-
Castro Cubathat could provoke massiveillegd immigration and make it difficult to control U.S. borders.
The requested funding will be used to increase the flow of dternative information to the idand, strengthen
civil society, and increase the Cuban peopl€ s openness to reforming an inherently unstable system thet
remains dependent on asingle person, Fide Castro.

In support of this palicy, the Economic Support Fund (ESF) backs public diplomacy to promote
democratization, repect for human rights, and the development of afree market economy in Cuba. By
increasing information about U.S. palicies and the success of market economies around the world, public
diplomeacy efforts encourage Cuban aspirations for ademocratic political system and afree market
€conomy.
Support for democracy servesthe U.S. interests in orderly migration and regiona stability. Eventud
progress by the Cuban regime toward preparing for a peaceful trangtion to democracy and amarket
economic system would reduce subgtantialy the pressures for illega migration to the United States. In
support of democracy and civil society, ESF provides grantsto U.S. universties and NGOs to:

Provide avoice to Cuba's independent journalists.

Build solidarity with Cuba s human rights activigts.

Help deveop independent Cuban NGOs.

Provide direct outreach to the Cuban people.

Further planning for future ass stance to atrangtion government in Cuba.



Dominican Republic

($in thousands)

Account FY 2001 Actud FY 2002Edimae  FY 2003 Request
CsD 6,385 9,532 0
DA 8,800 6,450 19,409
ESF 3492 2,000 3,500
FMF 649 350 320
IMET 513 500 500
Peace Corps 3342 3,136 3124
PL. 480 Titlell 1525 0 0

The principd U.S. interests in the Dominican Republic are strengthening democracy, protecting the
interests of American citizensin that country, and promoting economic stability and U.S. exports, while
deterring illega immigration and fighting internationa crime and drug trafficking.

The United States will use Economic Support Funds (ESF) and Development Assistance (DA) to
srengthen democratic ingtitutions and help maintain economic growth in the Dominican Republic. These
accounts will be used to improve the adminigtration of justice, combat corruption, and improve basic
education and competitiveness. Technica assstance and training will be provided to: (1) support
improvement in the adminigtration of courts and prosecutors’ offices, (2) support prosecutorsin crimina
case management and prosecution; (3) support strengthening of the Ingpector of Tribunas and the Public
Ministry’s Anti-Corruption Unit; (4) support civil society advocacy for justice reform programs,; and

(5) support strengthening the Public Defender system. The programs will further the Nationa Competitive
Strategy, which hdlps integrate production and marketing of small and micro-enterprises.

U.S. funding will help address the causes of rurd poverty and help build a more competitive and equitable
society. Programs will focus on improving basic hedth services, including providing accessto HIV/AIDS
prevention and care programs. Attaining this goa will reduce incentives for illegal immigration and
Dominican participation in drug trafficking and other international crimind activities, while helping to
meake the Dominican Republic amore attractive environment for American investors and tourists.

Internationa Military Education and Training (IMET) funds will be used primarily to provide professona
training designed to increase awareness on the part of the Dominican security forces of their role and
responsgibility for ensuring that human rights are respected while strengthening the rule of law. Foreign
Military Financing (FMF) funds will be used to support coasta patrol boats used in the counter-drug
operations and illegd migrant interdiction efforts. FMF aso will be used to provide tactical
communications that will facilitate coordination of the military’ s natural disaster response efforts.

The Dominican Republic will be digible to receive Excess Defense Articles (EDA) in FY 2003 on agrant
basis under Section 516 of the Foreign Assstance Act. Transfer of EDA to the Dominican Republic will
contribute to U.S. interests by increasing indigenous capabiilities to respond to naturd disasters and provide
humanitarian relief, reducing the need for direct U.S. assistance in the wake of future emergencies. EDA
will dso strengthen the capability of the Dominican armed forces for counternarcotics missions.
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Eastern Caribbean

($in thousands)
Account FY 2001 Actuad FY 2002Edimae  FY 2003 Request
ESF 6,985 11,000 0
FMF 1,99 2,000 2,130
IMET 448 675 700
Peace Corps 2,135 2,084 2,105

The saven countries of the Eastern Caribbean — Antigua and Barbuda, Barbados, Dominica, Grenada,

St. Kittsand Nevis, . Lucig, and S. Vincent and the Grenadines — are vulnerable to being used far
transnationd crimind activity against the United States, including narcotics trafficking, alien smuggling,
and financid crimes. U.S. assistance to the region strengthens the ahility of the Eastern Caribbean countries
to resst theinroads of drug traffickers, money launderers, and other internationa crimind dements. At the
sametime, U.S. support for the region generates expanded markets for U.S. goods and services, ensures
safe and secure destinations for U.S. tourists and investments, ensures respect for the rule of law, safeguards
important globa resources, retards the transmisson of HIV/AIDS, and strengthens respect for democratic
vaues. A declinein the Eastern Caribbean’s palitical and economic stability would have adirect impact on
the United States — heightening the vulnerability of Caribbean nations to use as bases of operation for
unlawful activities directed againgt the United States, particularly drug-trafficking and financia crime, and
increasing the leve of illegal immigration to the United States from these countries. Promoting Caribbean
regiona security and economic prosperity is, therefore, in the clear interest of the United States.

A mgor U.S. gad in the Eastern Caribbean isto increase the capacity of nationa security forces of the
region to ded with drug trafficking, financid crime, illegd trafficking in arms, dien smuggling, natura
disagters, and externd threats. At the sametime, the United States aims to strengthen the ability of the
Caribbean Regiond Security System, comprised of nationa security organizations of the seven Eastern
Caribbean dates, to meet these challenges as an effective collective organization. Foreign Military
Financing (FMF) will be focused on preventive maintenance to sustain the region’s maritime and ground-
service operationd capabilities and readiness for counter-drug operations, illega migrant interdiction,
search and rescue, and disaster relief efforts. Internationa Military Education and Training (IMET) funding
will be used for professona military education, civil-military relations, and technical training to help make
the RSS a more effective partner in maintaining stability and increase its capacity to respond to drug
trafficking and other challenges.

The saven countries of the Eastern Caribbean will be digible to receive Excess Defense Articles (EDA) on
agrant basis under Section 516 of the Foreign Assistance Act in FY 2003, EDA will be usad in the region
to promote interoperability and modernization of equipment. The provison of grant EDA will strengthen
the RSS and enhance the ability of eastern Caribbean security forces to ded with the problems posed by
drug trafficking, dien smuggling, environmenta violations, and naturd disssters.

Asamadl idand economies with limited ability to diversfy production, high senstivity to globa economic
conditions, environmenta fragility, and susceptibility to hurricanes and other naturd disagters, the nations
of the Eagtern Caribbean are particularly vulnerable in severad ways. USAID, through its Caribbean
Regiond Program (CRP), will use Development Assistance (DA) to implement astrategy in the Eastern
Caribbean that addresses severa areas of vulnerability:

Firg, the CRP aims to increase employment and diversification in select non-traditional activities.

USAID will work with public and private sectorsin the region to expand domestic and export
markets for goods and services, reduce barriers to trade and investment, and stimulate amore
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conducive business environment. USAID will support micro and small businesses by reducing
barriers to increased production and marketing of goods (including non-traditiona agricultural
goods) as wdl as services (including tourism and information technology-related services).

Second, USAID’sregiond environmenta program seeks to identify and act upon those
environmenta problems that are mogt likely to be exacerbated by growth across the region.
Working closaly with the public and private sector, NGOs, and other donors, USAID will promote
the use of best environmenta management practices, define and reinforce sustainable tourism
policies and compliance measures, and strengthen the private sector’ s capacity to access financing
for environmenta programs.

Third, the CRP amsto enhance judicia efficiency and fairnessin the Caribbean. The program
will improve the operating environment of courtsin the Eastern Caribbean through
computerization and streamlined case-flow management, promote afuller use of dternative disoute
resolution methods, and improve court reporting. 1t will dso provide judicid and adminigtrative
training to judges, magitrates, and court staffs.

Findly, the CRP ams to enhance the Caribbean response to the HIV/AIDS crissin target
countries. USAID will focus specifically on increasing the capacity of NGOs and community-
based organizations to deliver prevention programs, in addition to increasing government capecity
to implement an effective HIV/AIDS response.

Regiona stability and economic prosperity are essentid eementsin the Eastern Caribbean’ s traction asa
tourist destination for Americans and the presence of significant numbers of American citizen residents.
Over 300,000 U.S. citizens vidt the idands of the Eagtern Caribbean annualy, and over 3,000 Americans
resdein the region. The sheer number of Americans living, traveling, and studying in the area has linked
the Eastern Caribbean closaly to the United States, and the magnitude of the American citizen presence
makes it even more important to encourage regiond law enforcement, judicid ingtitutions, and economic
development. The United States, in turn, has become a preferred destination of Eastern Caribbean citizens
for tourism, work, and education; and the degree of regiona stability and prosperity affects the nature of
this movement to the United States. The safety of U.S. citizensisapriority. U.S. officidsin Bridgetown
and Grenada maintain close contact with the loca police, national security, judicid, aviation, and tourism
officids, keep U.S. citizensinformed of safety and security concerns, maintain registration and warden
systems; and monitor the welfare of U.S. citizens imprisoned on theidands.



Ecuador

($in thousands)

Account FY 2001 Actud FY 2002Edimate FY 2003 Request
DA 8,134 6,855 7,130
ESF 5491 15,000 20,000
FMF 0 0 1,000
IMET 550 625 650
INCLE 2,200 25,000 37,000
NADR-HD 963 370 250
Peace Corps 2,639 2,759 2,768

U.S. interests in Ecuador include strengthening and consolidating democratic inditutions, interdicting and
disrupting narcatics trafficking and terrorism, stabilizing and devel oping the economy, promoting human
rights, reducing poverty, and encouraging sound environmenta policies. By addressing economic and
financid shortcomingsin the country, the United States actively seeksto preserve democracy and its
processes to support a demacratic and prosperous Ecuador.

Ecuador isafirm partner in the war againgt drugs. The United States, through International Narcotics
Control and Law Enforcement (INCLE) programs, works actively with the Government of Ecuador (GOE)
to interdict illicit drug-related activities. U.S. and GOE authorities have strengthened |law enforcement
activities and interdiction cooperation, but drug traffickers continue to exploit Ecuador’s vulnerability. In
FY 2003, INCLE funds will provide resources to bolster the professondism, inditutiona capacity, and
collaborative performance of the nationd police and the military in their fight againgt trafficking,
particularly in Ecuador’ s troublesome northern border region. These funds aso will be used to expand
training and provide essentid infrastructure and equipment to improve security dong the northern border
and to promote dternative devel opment.

Attention has shifted to Ecuador’ s troubled northern border region, where most of the Economic Support
Funds (ESF) requested for FY 2003 will be used to develop economic opportunities in support of GOE
effortsto solidify regiona stability and provide for long-term economic aternatives to the cocalcocaine
industry.

Ecuador’s economy improved dramatically over the past year. By the end of 2001, economic growth was
over five percent, and inflation had dropped to nearly 20 percent, a substantia decrease from the more than
90 percent rate of 2000. However, improving macroeconomic performance did not trandate into higher
living standards for the mgority of the population and Ecuador remains a poor country. FY 2003
Deveopmenta Assstance (DA) fundswill be used to further strengthen the microfinance sector. DA
programs will also promote sustainable use and responsible stewardship of Ecuador’ s unique biodiversity,
the highest biodiversity per hectare of any South American country. DA funds enhance cgpabilitiesin the
Gdapagos Idands aswell as conservation effortsin other key areas of the country.

In FY 2003, Foreign Military Financing (FMF) will help Ecuador prepare for potentia spillover of violence
and narcotrafficking in southern Colombia. The FMF funding will purchase spare parts and repair of C-130
arcraft previoudy provided under EDA grant 10 years ago. Operationd aircraft will provide strategic lift
for fied units, asss in disaster response, and dlow for provison of humanitarian relief. Asavailable,
funding could be used for repair of radar and conversion of missile boats to coastd patrol boats. Although
Ecuador led the Latin American shift from military to eected civilian rulein 1979, the country’ s democrétic
indtitutions remain wesk, as evidenced by the ouster of democraticaly eected Presdent Mahuad in
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January 2000. To strengthen democratic ingtitutions and military professionaism, the United States utilizes
Internationa Military Educationd and Training (IMET) funds. FY 2003 IMET funds will provide military
and civilian defense training that reinforces the principles of civilian rule and strengthens the principles of
human rights. Portions of DA, IMET, and ESF fundswill be used for programs that focus on increasing
support for democracy through judicid reform and loca governance activities.

Ecuador will be digiblein FY 2003 to receive Excess Defense Articles (EDA) on a grant bass under
Section 516 of the Foreign Assstance Act. Transfer of grant EDA to Ecuador will support the U.S. foreign
policy god of maintaining Ecuadorian democracy by ading the military services. Their roleisto support
the dected government and protect the country’ s northern borders, which are increasingly being violated by
narco-traffickers and insurgentsin Colombia. EDA will strengthen Ecuador's military by providing badly
needed resources and equipment in the country's ongoing economic criss. Provison of EDA will dso
show U.S. commitment to Ecuador through support of its regiona counternarcotics efforts.

Nonpraliferation, Anti-terrorism, Demining, and Related Programs (NADR) funds have been used to
accelerate demining of the border region and to strengthen efforts by the Organization of American States
to develop apilot program with both Peru and Ecuador. The FY 2003 funding will continue to support
these efforts.
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El Salvador

($in thousands)

Account FY 2001 Actual  FY 2002Edimate  FY 2003 Request
CsD 14,557 14,822 0
DA 31,807 44,880 33,724
ESF 4,989 25,000 0
FMF 0 1,000 2,500
IMET 653 800 900
Peace Corps 2,228 2,347 2,355
P.L. 480 Titlell 1,459 0 0

Theprincipd U.S. interestsin El Sdvador are supporting democracy, fighting internationa crime and
illega drugs, encouraging economic development, protecting our borders by deterring illega immigration,
and promoting U.S. exports. The benefits of this policy areinterna and regiond stability, fewer crimind
threets to the United States, reduced illegd immigration, and increased trade. In addition, El Sdvador isa
regional mode for economic, military, and ingditutiona reform, and a showcase for the success of U. S.
policy in the region over the past two decades. U.S. interestsin the region are aso served by helping

El Sdvador rebuild its economy following the January/February 2001 earthquakes. The reconstruction
process is expected to go on for severd years and will remain the centerpiece of the U.S. assstance effort
for FY 2003.

The United States will use Development Assistance (DA) and Economic Support Funds (ESF) to help

El Sdvador recover from the devadtating earthquakes. Thetota cost of recongtruction from the calamity,
which was worse for El Salvador than either Hurricane Mitch or the 1986 earthquiake, is estimated a
around $2 billion. The United States is working closdly with El Salvador in its post-quake recongtruction
activities, mainly on long-term shelter, disaster mitigation, economic reactivation, and community
infrastructure. The recongtruction effort in FY 2002 will be used to address the effects of the disaster, with
primary focus on replacement of destroyed/damaged housing among the rura poor. It will aso be used to
revitalize the loca economy by supporting microcredit and agriculture programs, rehabilitating hedth,
education, water, and loca government infrastructure; and improving disaster preparedness.

Because wide-spread violent crime represents the grestest threat to democracy and ability, and because the
capabilities of the police have been compromised by damage to communications and other infrastructure
resulting from the earthquakes, programs funded by International Narcotics Control and Law Enforcement
(INCLE) Latin American Regiond fundswill emphasize recongtruction of police facilities. ESF will be
used to strengthen police management systems, including internal affairs and investigative functions and
U.S.-style community policing strategies. INCLE will continue to provide police training and technical
support specifically related to counter-narcotics as well as technica support to combat money laundering.

Broad-based economic development in El Salvador, which has been set back congderably by the recent
disagter, will improve prospects for U.S. exports and help reduce the pressures driving illegal immigration.
Development Assistance (DA) programs will continue to assist the rura poor gain expanded accessto
economic opportunity, clean water, and better health services. DA will dso support more effective and
inclusive democratic processes.  Fundswill be targeted at rurd areas and used to improve accessto potable
water, aswell asto reduce family hedlth problems and diseases through improved medical care. In direct
support of open markets, U.S. exports, and globa economic growth, DA will be used to provide technica
assstance to the government for energy market deregulation and improved revenue collection. The
program will continue to strengthen democratic ingtitutions by helping loca officids be more responsve to
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condtituents, bolstering the capabilities of the legidative and executive branches of government, broadening
politica participation, and promoting judicia reform.

Internationa Military Education and Training (IMET) funds will be used for professond training programs
that will sustain the thoroughgoing reform of the Salvadoran military and consequent improvementsin the
democrétic climate and regiond stability seen in recent years.

El Sdvador will be digibleto receive FY 2003 Excess Defense Articles (EDA) on agrant basis under
Section 516 of the Foreign Assstance Act. Transfer of EDA to El Salvador will contribute to U.S. interests
by reducing the burden placed on the United States in responding to natura disasters and providing
humanitarian assstance. EDA will be used to foster defense cooperation and enable the Salvadoran
military to respond more effectively to contingencies such as Hurricane Mitch and the January/February
2001 earthquakes. EDA will dso increase the ahility of the Savadoran armed forces to support efforts to
fight drug trafficking and will assst efforts to help the Savadorans shift from combat-oriented units to units

that can support peacekeeping operations.

Foreign Military Financing (FMF) funds will be dedicated to upgrading infrastructure to support EDA
nava vessds being transferred to El Salvador to improve counter-narcotics interdiction capabilities. They
will dso be used for spare parts to help restore the Savadoran helicopter fleet to mission readiness
following the extreme strain on equipment incurred in responding to the recent earthquakes and, if
necessary, help fund acquigition of one or more additiond helicopters through the EDA program.
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Guatemala

($in thousands)

Account FY 2001 Actuad FY 2002Edimae  FY 2003 Request
CsD 6,905 15,350 0
DA 16,937 12,320 26,691
ESF 13,969 10,000 7,500
IMET 291 350 350
INCLE 3,000 3,500 3,400
Peace Corps 3,262 4,060 4,080
PL. 480 Titlell 16,036 15,808 18,013

The United States has an interest in promoting political stability and economic growth in Guatemda— the
most populous country with the largest economy in Central America—in order to improve U.S. ability to
combat internationd crimind activities. Money laundering, narcotics trafficking, and illegal immigration in
Guaemdaadl have adirect impact on U.S. nationd security. As Guatemad s key trade partner, the

United States dso has an important interest in encouraging the government to maintain an open trading
system and to indtitute reforms to promote a hedthy invessment climate. Thiswill help attract profitable
U.S. investment, and a sound economy aso will provide arobust market for U.S. exports. Protecting and
asssting the considerable number of resident and tourist American citizensin Guatemalais another
important interest and is supported by U.S. assistance to improve Guatemalan law enforcement and
adminigtration of justice programs.

Support for peace implementation is a cornerstone of current U.S. policy towards Guatemda. Peace
consolidation will creste positive socio-economic changes that will help maintain sability, foster greater
politica legitimacy, and promote broad-based economic growth. FY 2003 Economic Support Funds
(ESF), Deveopment Assistance (DA), and P.L. 480 food aid will help support Guatemala's attemptsto
consolidate peace implementation by promoting nationa reconciliation, human capacity development, anti-
poverty programs, and modernization of the state (e.g., justice system, tax administration, congress, and
locd governments). Funds will support democratic development programs, improved access and qudlity of
education services, improved hedth for rura women and children, increased rurd incomes and food
security, and sustainable natural resource development.

DA and ESF will leverage U.S. ability to push the government to maintain open trade ties and to make the
necessary structurd reforms to encourage profitable U.S. investment. Internationa Military Education and
Training (IMET) will support the ongoing trandtion to civilian control of the armed forces and promote
further military professonaism, both key peace accord objectives. Under the Expanded IMET program,
these funds will provide coursesto military officers and civilians that promote civilian control of the
military, ingtill respect for human rights, improve the military justice system, and enhance management of
defense resources. Guatemalaaso will be digiblein FY 2003 to receive Excess Defense Articles (EDA)
on agrant bass under Section 516 of the Foreign Assistance Act . EDA will be used to assst the armed
forcesin promoting the peace process as well as to enhance interoperability and modernization efforts.

Guatemald s strategic location makesit a sgnificant trandt point for narcotics flows destined for the United
States. FY 2003 Internationa Narcotics Control and Law Enforcement (INCLE) fundswill support U.S--
Guatemalan counternarcotics cooperation. ESF-funded programs to enhance administration of justice will
help the government strengthen crimind justice inditutions as well as enforce laws rdaed to protection of
intellectud property, worker rights, and other human rights.
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INCLE fundswill improve counternarcotics and law enforcement capabilities by providing training and
equipment for an expanded civilian Department of Anti-Drug Operations that is respongble for interdiction
and eradication, asssting in modernizing the judiciary, and supporting updated anti-drug and money
laundering legidation.

INCLE funds aso will expand the activities of narcotics prosecutors and investigators, continue information
coordination operations, enhance public awareness of the damage inflicted by drug abuse and trafficking,
and complete the establishment of port security projects. Such measures will help reduce the flow of
cocaine and other illegd drugs to the United States and deter other crimina activity. Additionaly,
improved law enforcement and adminigtration of justice will contribute to protection of American citizens
in Guatemala from growing crimina and other public security threats and will cregte a climate conducive to
building democratic ingtitutions.
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Guyana

($in thousands)
Account FY 2001 Actud FY 2002Edimate FY 2003 Request
Csh 798 1,000 0
DA 3,800 3,100 3,180
FMF 124 200 400
IMET 192 275 275
Peace Corps 773 79 811

U.S. interestsin Guyana focus on to bolstering democratic inditutions. Political and racid unrest after the
2001 eections, athough reduced, directly threastened such indtitutions. Additiona strengthening and
deepening is essentid to the long-term development and stability of Guyana.

Many Development Assstance (DA) programs focus on strengthening democratic processes and
inditutions. In FY 2003, DA funds will be used to improve the law-making and regulatory process,
strengthen civil society, encourage the growing participation of women in government, and build sustained
ingtitutional capacity to conduct free and fair eections. A judiciary program incresses court systems
efficiency and fairness by improving the operating environment of the courts through computerization and
streamlined case-flow management; by promoating, through technical assstance and training, afuller use of
aternative dispute resolution methods as an dternative to going to court; and by automeating court reporting.

The Guyana Defense Force (GDF) remains inadequately funded, but bilateral military cooperation is
growing. FY 2003 Foreign Military Financing (FMF) will support the costs of a communications system
and rdaed equipment. Guyanawill bedigiblein FY 2003 to receive Excess Defense Articles (EDA) ona
grant basis under Section 516 of the Foreign Assstance Act. EDA boats and Internationa Military
Education and Training (IMET) will sgnificantly boost the GDF Coast Guard' s ability to interdict narcotics
trafficking, aswell as promote civil affairs and improve criss management. IMET funding has aso been
used to increase the professionaism and cgpabilities of the GDF and to strengthen regiona stability.

Guyana s economic development and political ability are closdy linked. Growth since 1998 has been
negligible. Guyanais one of the poorest countries in the hemisphere with a per capitaincome of about
$800. In 1999 Guyana qudified for debt relief under theinitia stage of the Heavily Indebted Poor
Countries (HIPC) initiative but is having problems satisfying conditions for greater debt reduction under
enhanced HIPC. DA funds seek to improve the climate for private investment. These programs enhance
Guyand's capacity to execute sound economic policy, strengthen the private sector's ability to influence the
development of these policies, and provide increased services in support of small and micro enterprises.

The U.S. Embassy works actively on promoting American investment in Guyana. While markets and
investment opportunities are limited, the dow opening of Guyanese markets will creste smdl niches for
U.S. exports.

Guyana has the second highest HIV prevaence rate in the Latin American/Caribbean region. USAID has
responded with HIV/AIDS awareness and prevention programs, working with local NGOs to combat
HIV/AIDS among youth through avariety of outreach efforts. Faith-based NGOs that provide basic care
and support sarvices to people living with AIDS and their families are being incorporated into the program.

Guyanaisincreasingly atrandt point for narcotics destined for the United States and Europe. A smdl USG

counternarcotics/crime program is funded through the Internationa Narcotics Control and Law
Enforcement (INCLE) Latin American Regiona program. The emphadsison training to ad Guyand's
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under-equipped and inexperienced counternarcatics agencies. With USG help, Guyana has established a
Joint Information Coordination Center for counternarcoticsinformation. The Embassy isasssting the
Government of Guyana (GOG,) in drafting effective counternarcotics/crime legidation and has pressed for
the passage of money laundering, asset forfeiture, and other modern anti-crime statutes. The Embassy is
aso pressing the GOG regarding dien smuggling. DA programs to strengthen the rule of law and increase
the effectiveness of the judicia system reinforce other law enforcement programs.
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Haiti

($in thousands)

Account FY 2001 Actud FY 2002Edimate FY 2003 Request
DA 0 0 25,000
ESF 46,84 30,000 0
FMF 0 300 400
IMET 0 0 50
Peace Corps 1,323 1,324 1,352
P.L. 480 Titlell 25111 0 22,375

U.S. interests in Haiti hinge on slemming the flow of undocumented immigrants and illega drugsinto this
country. The United States aso seeksto rall back HIV/AIDs infection rates that threaten the region. Haiti
is classfied by the World Bank as alow income country, one of only two such countriesin the Western
Hemisphere. With a per capita Gross Domestic Product (GDP) of about $500, negative real GDP growth
over the period from 1990-2001, two-thirds of the population living below the poverty line, and widespread
unemployment and underemployment, Haiti’ s short- and medium-term economic prospects are grim. This
fact doneis enough to send thousands of undocumented migrants headed toward U.S. shores annualy,
often in boats totaly unsuited to crossing 600 miles of shark-populated open sea.

A U.S. bilateral assistance program directly supports U.S. nationd interests by promoting democratic and
economic development in Haiti. Reducing poverty directly addresses conditions that contribute to illega
emigraion to the United States. Strengthening the Haitian government's ability to stop the use of its
territory for shipping illegal narcatics to the United States responds to akey U.S. policy concern, both
domestically and internationdly. Improving the cagpabilities of the Haitian government and civil society
under this program furthers the substantial U.S. efforts since the 1994 intervention to end definitively Haiti's
long history of undemocratic and repressiverule.

U.S. engagement in Haiti trangitioned from the crisis-driven activism of the 1990's to a more norma and
long-term approach aimed at building an evolving, inclusive democracy. It seeksto tacklefirst the worst
effects of poverty: high fertility, poor education, manutrition, and environmental degradation. It aso looks
to srengthen Haiti’ s till vulnerable democratic infrastructure by emphasizing activities supportive of the
rule of law, good governance, professond policing, and the development of local government and civil

society.

Haiti is a complex development chalenge, with ahistory of palitica instability and repression, widespreed
poverty, illiteracy, and weak government indtitutions. Asthe World Bank's Study on Haitian Poverty
indicates, 65 percent of Haiti's people live in rurd areas and two-thirds of dl Haitians live below the
absolute poverty line (that is, unable to meet minimum daily caoric requirements). A significant segment
of Haiti’s population lives a aleve of economic vulnerability seen only in war-torn countries.

In FY 2003, there will be a shift in account support from al Economic Support Fund (ESF) to dll
Development Assstance (DA), reflecting the primarily developmental nature of U.S. programs. The
programs will be geared to generating sustainable increased income for the poor, improved human capecity,
encouraging hedthier families of desired size, and dowing environmental degradation, particularly in rurd
aress.

Haiti's progress toward indtitutionaizing the democratic goas set forth in the 1987 Haitian Conditution
remainsincomplete. The military was disbanded and replaced by a completdy new civilian police force.
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Civil society isincreasngly active and voca over public priorities and concerns and is putting increased
pressure on the government to “transform the state” through decentrdization. Although there is afledging
democratic framework in Haiti, the process of indtitutionaizing good governance remains tenuous and in
need of continued outs de support.

FY 2001 legidative redtrictions on assistance to the central government of Haiti curtailed planned support to
the Haitian Nationa Police (HNP) and its Coast Guard, through International Military Education and
Training (IMET) and Foreign Military Financing (FMF). FY 2002 legidation permits resumption of FMF
assigtance to the HNIP, and its Coast Guard in particular, mostly to enhance counternarcotics capabilities.
Increased effortsin this area are anticipated.

Haiti will dso bedigiblein FY 2003 to receive Excess Defense Articdles (EDA) on agrant basis under
Section 516 of the Foreign Assstance Act. Transfer of grant EDA will promote our long-standing interests
in strengthening democracy and reducing the flow of illegal narcotics and undocumented diens. Receipt of
EDA, such as boats for the Haitian Coast Guard, will increase Haiti’ s cgpacity to patrol its coastline to
interdict drug traffickers and dien smugglers.
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Honduras

($in thousands)

Account FY 2001 Actud FY 2002Edimate FY 2003 Request
Csh 8,936 13,070 0
DA 16,789 15,430 35,096
ESF 998 1,000 0
IMET 546 625 650
Peace Corps 3,825 4,065 4,034
P.L. 480 Titlell 5,270 3,647 5,190

Honduras, aclose neighbor and long-time dly, continues to suffer from the impact of the massive
devadtation of Hurricane Mitch in late 1998. The United States led an internationd effort to rebuild
Honduras, achieving most goas of the reconstruction program by the end of 2001. Some recongtruction
work continues due to delays from the drought in mid-2001 followed by Hurricane Michelle and severe
flooding in thefdl. The United States continues to address some of the chronic problems that plague the
country including week democratic inditutions; limited modern infrastructure; week socid, public security,
and judicid systems; chronic housing shortages; dow economic reforms; and the highest intensity of
HIV/AIDSin Centrd America. Addressing these problems supports U.S. nationd interests by providing
market and investment opportunities for U.S. businesses; promoting employment (and thereby discouraging
illegd immigration); strengthening democratic inditutions, the rule of law, and socia systems; providing
greater legd protection and security for U.S. citizens and firms; deterring narcotics trafficking and other
crimina activity; and ensuring regiona stability.

For the past three years U.S. assistance to Honduras has focused on the massive reconstruction effort
following Hurricane Mitch. The reconstruction program has alowed thousands of digplaced familiesto
obtain permanent shelter. Basic infrastructure (water and sanitation, roads, and bridges) aong with critical
socid infrastructure (schools and hedlth clinics) lost or damaged during the storm has been rebuilt. U.S.
assistance funded the reconstruction of over 1,250 kilometers of roads and the repair of 123 damaged hedth
clinics.

Asthe bulk of the reconstruction program was completed by the end of 2001, U.S. assstance will be used
to ensure the continuation of social and economic reforms that were linked to the reconstruction program.
The previous adminigtration in Honduras enacted important democretic and economic reforms, especidly
in the civil-military structurd relaionship and the judicid sector. Honduras strengthened the inditutions in
charge of disaster preparedness and emergency response a the loca and nationd level. In addition,
management of the country’s four internationa airports was successfully contracted to an internationa
consortium. However, progress began to dow in 2000 and stdled further in 2001, an eection year. The
firg attempt to privatize part of the state-owned telephone company failed, and severd key reforms have
been gtdled in the Honduran Congress. The new administration, which took office in January 2002,
gppears ready to reinvigorate the reform process.

InFY 2003, U.S. activities to support further progress on democratic and economic reformsinclude
Deveopment Assstance (DA) to target economic growth and natura resource management, governance
and municipa development, public hedth, and education. In addition, DA will help improve access of
rural women and children to basic education and hedlth care. The Internationa Military Education and
Training (IMET) program for Honduras will help consolidate civilian control of the military through
training programs and participation in regiond military exchanges/programs.
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Honduras will dso be digiblein FY 2003 to receive Excess Defense Articles (EDA) on agrant basis under
Section 516 of the Foreign Assstance Act . Trandfer of grant EDA to Honduras is consstent with U.S.
foreign policy objectives of interdicting narcotics trafficking and enabling the Honduran Armed Forces to
better conduct disaster relief and search and rescue missions. In spite of the economic congraints, the
Government of Honduras continues to make progress on its commitment to cooperate on narcotics
interdiction. EDA boats, vehicles, and helicopters will be important for continued progressin this area as
well as the other aforementioned missons,

U.S. Internationa Narcotics Control and Law Enforcement (INCLE) funds from regiona dlotments are
used to support Honduras' expanding anti-drug programs, which serve to amplify and reinforce our own
hemispheric law enforcement efforts. These fundsfinance avariety of crucid initiatives, including acanine
counternarcotics unit, maritime assets, demand reduction programs, and training and equipment for police
counternarcotics units.

The Organization of American States expects that Honduras will be declared “mine safe’ in FY 2002. No

further Nonproliferation, Anti-terrorism, Demining, and Related Programs (NADR) humanitarian demining
funds are needed for Honduras.
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Jamaica

($in thousands)

Account FY 2001 Actud FY 2002Edimate FY 2003 Request
Csh 4,116 2,821 0
DA 7,685 9471 15,980
ESF 1,497 1,000 0
FMF 584 600 700
IMET 465 600 600
INCLE 257 1,550 1,300
Peace Corps 2,008 2,024 2,04

U.S. interests in Jamaica include semming the flow of illega narcotics and migrants, preventing the
cultivation and export of Jamaican-grown marijuanato the United States, protecting the interests of U.S.
investors, ensuring the safety and security of Americansresiding or visiting on theidand, and assisting
Jamaicato play a congructive leadership role among Caribbean countries. U.S. programs seek to support
sustainable economic growth, bolster the effectiveness of Jamaica s security forces and judicid organs, and
dleviate socid illsthat have a debilitating effect on democratic ingtitutions and respect for the rule of law.

Jamaica plays aleadership role among the Caribbean countries. Jamaicaisthe mgor Caribbean transit
point for South American cocaine enroute to the United States, and theidand isthe largest producer and
exporter of marijuanain the Caribbean. 1t isimportant that Jamaica have sufficient resources to combat
narcotics trafficking and the accompanying crime, corruption, and threats to democratic ingtitutions.

The Jamaica Defence Force (JDF) has demonstrated during joint counternarcotics exercises with the
United States under the bilaterd maritime agreement that it is professond and well-trained. The
Government of Jamaica (GOJ) needs to take steps to better employ the bilaterd maritime agreement to
maximize use of U.S. resources that augment limited Jamaican resources. When not caled on by the GOJ
to asss in police or prison duties, the JDF participates in marijuana eradication.

Jamaicawill be digiblein FY 2003 to receive Excess Defense Articles (EDA) on agrant basis under
Section 516 of the Foreign Assistance Act. EDA for Jamaicawill be used to support the JDF sroleasa
stabilizing force in the Caribbean through active involvement in peacekeeping operations, search and rescue
missions, disagter rdlief, and counternarcotics operations. It will dso ad in enhancing interoperability in
U.S-Caribbean joint exercises. FY 2003 Foreign Military Financing (FMF) funds will continue to provide
valuable technical support and spare parts for aircraft and armored vehicles, aswell as uniforms and other
equipment for the JDF. International Military Education and Training (IMET) funding will asss the GOJ
by providing training programs that focus on professondizing their military, developing future leaders,
inculcating a better capability in resource management, and ingtilling a grester respect for human rights
among service members.

U.S. counternarcotics funding assists GOJ anti-drug agencies to enhance detection and interdiction
cgpability, as measured by increased drug seizures and drug-related arrests, and to undertake investigations
leading to successful prosecutions. U.S. funding supports development of GOJ anti-money laundering
capabilities and effective anti-corruption mechanisms and adoption by the GOJ of modern anti-crime
legidation. U.S-funded training includes anti-money laundering, anti-corruption, collection and analys's of
evidence, port security, and tracing firearms.
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In 2001, Jamaica s GDP grew modestly after five years of flat growth. Over hdf of the government’s
budget goes to debt service. Environmenta problems include water pollution and damage to forests and
cord reefs and threaten one of Jamaicd s few profitable industries, tourism. Society is threatened by
crimina gangs, inadequate schools, the breskdown of the family, and high unemployment, particularly
among the young. The poor economic Situation in Jamaica aso contributes to the problem of illega
Jamaican migration. U.S. Development Assistance (DA) programs foster the creation and expansion of
amadl businesses, improve water qudity, and protect parks and foster eco-tourism. DA programs aso
address the problems of a-risk youth by combating HIV/AIDS, sexudly transmitted diseases, and
pregnancy; providing servicesto pregnant teenagers and reformed addicts; and improving educationa
sandards a 72 primary schools. Programs at these schoolswill target literacy, quality of teaching, school
attendance, and management. The programs will o target the gang-ridden “ garrison communities”

About 800,000 U.S. citizens vist Jamaicaannudly, and approximately 8,500 Americansreside in Jamaica
The safety of U.S. citizensisapriority. U.S. officiasin Jamaicamaintain close contact with the Jamaican
police, nationa security, judicia, aviation, and tourism officids, kegp U.S. citizensinformed of safety and
Security concerns, maintain registration and warden systems; and monitor the welfare of the 50-60 U.S.
citizensimprisoned a any giventime. The U.S. Embassy has a program that warns about pendties for
atempting to smuggleillegd drugs out of Jamaicainto the United States.
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Mexico

($in thousands)
Account FY 2001 Actud FY 2002Edimate FY 2003 Request
Csh 5,987 5,500 0
DA 7,885 6,915 18,276
ESF 6,178 10,000 12,000
IMET 1,000 1,150 1,250
INCLE 10,000 12,000 12,000

Mexico isthe most important U.S. foreign policy priority in Latin America. What happensin Mexico has
more direct daily impact on U.S. citizens than eventsin any other country. An authentic partnership exists
between the United States and Mexico based on the many things held in common. These include:

(1) a2,000-mile border with its migration, crime, and trade issues; (2) economic, environmentd, and hedth
interdependence of citizens; (3) domestic political interdependence and common socid heritage; and

(4) shared concern that the citizens of both countries be able to benefit from economic opportunity and
growth. The U.S. Government has amgor stake in heping Mexico fulfill its obligations within these
shared chdlenges. The strong Bush-Fox persond partnership presents an historic opportunity to establish
truly effective cooperation between the two countries.

In FY 2003, Economic Support Funds (ESF) will focus on helping public and private agencies combat
HIV/AIDS, sexudly transmitted infections, and tuberculosis, devel oping more responsive government
indtitutions; supporting efforts to improve sustainable use of natura resources; reducing carbon dioxide
emissons and pollution; and supporting microenterprise. The United States will dso participate in the
regiond Partnership for Progperity initiative and implement the new Training, Internships, Education, and
Scholarships (TIES) program.

FY 2003 Development Assistance (DA) funds will be used to support HIV/AIDS programs, strengthen
NGO capacity, train hedth service providers, advance srategic planning and budget dlocation in target
dates, conduct a service provison assessment in target states, and examine HIV prevaence in mobile
populationsin Mexico and Centrd America

Both ESF and DA will be used to strengthen democracy in Mexico. Programswill increase the
effectiveness of local governance in targeted areas, strengthen permanent structures to enhance Congress
legidative function, improve the efficiency of judicia adminigration in targeted courts, and increase the
transparency and accountability of target government ingtitutions.

DA will dso support the U.S. program to conserve critical natura resourcesin Mexico. This program will
strengthen management and infrastructure in protected aress, increase involvement of loca peoplein
decisons on resource use and conservetion, support development and application of aternative uses for
forests and other resources, identify and work to improve policies that promote conservation of critica
resources, and build capacity of key indtitutions and individuals to imjplement resource management
programs in selected regionsin Mexico.

The U.S. energy program in Mexico contributes to reduced carbon dioxide emissions by improving energy
conservation. Program activitiesinclude: demondirating the viability of energy efficiency, renewable
energy, and pollution prevention technol ogies through implementation of pilot projects, followed by
replication on alarger scale; supporting loca partners' promotion of policy reforms that foster those
technologies, strengthening technical and manageria capabilities of Mexican partners for resources
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management systems and renewable energy development; and identifying other funding for broader or
nationwide replication of resource management and renewable energy technologies.

The U.S. microenterprise program, supported with DA funds, is designed to achieve four results: increase
communication and collaboration among microfinance ingtitutions (MFls) and other service providersin
order to define congtraints to microenterprise growth; strengthen the operationd sustainability and
management of selected MFIsin order to improve credit and financia services for microenterprises,
increase the understanding and appreciation of the role of microenterpise in the Mexican economy and
evduate the influence of microenterprises on decison-making; and develop modds and mechanisms that
meet the financid needs of rura microenterprises and advance USAID’ s environmentd and energy goas
by reducing urbanization and pollution.

ESF will support the TIES program to provide training opportunities in the United States for young
Mexicans who work in areas thet positively impact Mexico's economic growth and socid development.
Thisinitiative will facilitate the pursuit of acommon agenda for development thet is emerging in the U.S--
Mexico bilaterd relaionship and contribute to Mexico' s ability to take advantage of opportunities created
by the North American Free Trade Agreement, ultimately narrowing the socia and economic gaps between
Mexico and the United States. TIES will benefit many segments of U.S. and Mexican society: higher
education inditutions, civil society, and other non-governmenta and community groups, the private sector;
and nationa, date, and loca governments.

Theinitiative will respond to strategic priorities and new opportunities for cooperation arising from the
strong Bush-Fox relationship and its resulting U.S.-Mexico development dialogue. It hastwo components:
firgt, academic training in the United States (primarily master's degree-leve training); and second, higher
education partnerships (between Mexican and U.S. indtitutions).

U.S. interests in good governance, law enforcement, and regiona stability will dso be served by the
continued evolution of a professona Mexican military repectful of human rights that cooperates with the
United States on issues of common interest. FY 2003 Internationa Military Education and Training
(IMET) fundswill provide professona and technical training in areas of mutua concern, including
strengthening military command and technica capabilities, human rights standards, resource management,
and English-language skills. IMET’ s effectiveness will be measured in part by the promation of U.S-
trained officers and civilian personne to positions of leadership and command, increased interoperability
and cooperdion in joint military operations, and effectivenessin counterdrug and other law enforcement
support missions.

Mexico will be digiblein FY 2003 to receive Excess Defense Articles (EDA) on agrant basis under
Section 516 of the Foreign Assstance Act. Trangfer of grant EDA to Mexico serves high-priority U.S.
foreign policy objectives by enhancing Mexico's capabilities in the struggle againg illicit production and
traffic in narcotics. Mexico is the source country for much of the marijuana, heroin, and
methamphetamines, and the primary transshipment point for cocaine, destined for the United States. More
effective counternarcotics cooperation iskey to U.S. efforts to reduce the flow of drugsinto this country.
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Nicaragua

($in thousands)

Account FY 2001 Actud FY 2002Edimate FY 2003 Request
Csh 7,006 8,170 0
DA 16,390 16,152 27,258
ESF 1,499 1,500 0
FMF 0 500 500
IMET 222 375 400
Peace Corps 2,327 2571 2,625
P.L. 480 Titlell 7,808 8,039 10,363

The primary nationd interests of the United States in Nicaragua are to support and strengthen democratic
indtitutions, foster regiona security and interdict internationa crime, and promote broad-based economic
growth. Since the return of democraticaly dected government in 1990, Nicaragua has made great strides
toward establishing legitimate democratic ingtitutions. Nicaragua s watershed presidentia eections, in
which Liberd Party candidate Enrique Bolafios won by a 14-percent margin over Sandinista Party
contender Danid Ortega, demonstrated once more that Nicaraguans are determined to continue dong a
democrétic path. Nicaragua has aso witnessed significant economic change over the past decade, opening
its markets and actively seeking foreign investmen.

Nevertheless, despite growth in some sectors, Nicaragua is the second poorest country in the hemisphere,
and it has been unable to sgnificantly reduce its poverty levels. Nicaraguais one of the most indebted
countries in the world on a per capitabasis and is close to receiving debt forgiveness under the Heavily
Indebted Poor Countriesinitiative. The dramatic reduction (by at least 50 percent) of the internationd price
of coffee, Nicaragua s main export, severely affected the economy, as did four bank failures between 2000
and 2001. The 2001 drought created an additiona strain on the economy. Continuing U.S. engagement
remains an important component of Nicaragua s ongoing effort to become a stable, democrétic, and more

prosperous U.S. regiond partner.

Deveopment Assstance (DA) and Economic Support Funds (ESF) are the backbone of U.S. democracy
programsin Nicaragua. In the long term, these focus on justice sector reform, civil society strengthening,
municipa development, and accountability/anti-corruption and eectoral administration reform.  Ingtitutions
remain weak and subject to manipulation, making U.S. support in each of these areas crucid if Nicaraguais
to establish legitimate democratic ingtitutions that respond to the needs of the country's citizens. DA funds
support improved access to and quality of basic education, improved hedth for rurd women and children,
and food security. DA isaso crucid to U.S. efforts to promote sustainable natura resource management
and increased rurd incomes. Specificaly, DA funds go toward promoting microenterprise development,
expanding infrastructure, and providing technical assstance to farmers.

Success in protecting and promoting U.S. nationd interests in Nicaragua depends largely on how well the
scourge of narcotrafficking and other transborder crimeis addressed. While Nicaragua receives
Internationa Narcotics Control and Law Enforcement (INCLE) funds from regiond programs, bilatera
INCLE investment in Nicaraguais relatively new. Nevertheless, this has dready paid greet dividendsin
amplifying the effect of our own law enforcement effortsin the region. The United States is currently
providing training and equipment to the newly created anti-drug division of the Nicaraguan Nationd Police
and seeking to promote the formation and training of acoast guard. With the October 2001 sgnature of a
Bilaterd Counternarcotics Maritime Agreement, cooperation is expected to increase, aswill funding needs.
Justice improvement and anti-corruption projects seek to fortify thiswork on the ingtitutiona level.
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Continued U.S. counternarcotics assstance to Nicaraguawill eventudly bring the Government of
Nicaragua (GON) up to the standard of its neighbors, who have had alonger relationship with the
United States, providing a unified front againgt crime in aregion that cannot afford wesak spots.

International Military Education and Training (IMET) funds serve both to promote regiona security and to
strengthen democratic ingtitutions. The Nicaraguan Nationd Army (EN), once at the service of Sandinista
political leadership, has made significant stridesin professionalizing and depaliticizing its officer corps, and
in submitting to the direction of acivilian Presdent and acivilian Minister of Defense. To continue this
process, courses in military resource management, human rights, and the role of a modern military within a
democratic framework are crucid if Nicaraguan civilian leaders - many of whom have little direct
experience with military indtitutions - are to lead the EN effectively.

Foreign Military Financing (FMF), starting in FY 2002 and continuing in FY 2003, will be used to enhance
the EN’ s new role as a nation-building ingtitution subordinate to civilian control —amgjor U.S policy goa
in Nicaragua. The EN interdicts narcotics flows through Centra Americain the adjacent Caribbean.
Assstance will dso help the EN enhance its cgpability to conduct disaster rdlief and search-and-rescue
missionsin a disagter-prone zone. Nicaraguais digible to receive Excess Defense Articles (EDA) ona
grant basis under Section 516 of the Foreign Assstance Act. Transfer of grant EDA to the GON will
likewise strengthen the EN's cgpacity to interdict narcotics flows and conduct disaster relief and search-and-
rescue missons.

Nonproliferation, Anti-terrorism, Demining, and Related Programs (NADR) fundsin Nicaraguago to fund
one of the most successful humanitarian demining operations in the Western Hemisphere - another crucid
agpect of our efforts to ensure peace, economic development, and regiond stability. Inthe past, U.S.
humanitarian demining contributions for Centra Americawere directed to the Organization of American
States (OAS) to fund various programs throughout Central America. Of the regiond work that remains,
mogt isin Nicaragua, where Front Number Five has been opened in Siuna (in the North Atlantic
Autonomous Region, or RAAN). Sinceinitiating operationsin June 2000, the unit has located and
destroyed atotd of 1,016 mines and 2,028 pieces of unexploded ordnance while clearing 75,874 square
meters of mined area.and removed some 14,541 metallic objects determined not to be mines. Additiondly,
the U.S. Government is funding the continuation of a canine mine detection program throughout Central
America. FY 2003 funds will continue to support clearance in the RAAN and mine detection dog
operations. Additiond information on these activities can be found under OAS/IADB Centrd America
Demining in this section.
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Panama

($in thousands)

Account FY 2001 Actud FY 2002Edimate FY 2003 Request
DA 3,700 4,500 7,000
ESF 998 4,000 3,500
FMF 0 0 1,000
IMET 131 170 200
INCLE 1,363 5,000 9,000
Peace Corps 2,021 2,076 2,110

Panama remainsimportant to U.S. nationd interests following the transfer of the Panama Cand on
December 31, 1999. The United States continues to be concerned about the secure operation of the Cand.
The Colon Free Zoneisthe largest free trade zone in the Hemisphere, and Panamais amagor oversees
financia center. Panamas Strategic location between South and North Americamakesit a crossroads for
international commerce, but also a center for illegd activity such as drug trafficking, money laundering,
trafficking in arms, and illegd immigration. Panamais affected by Colombias civil conflict, including
refugees and armed incursions by insurgents. The United States must continue cooperative efforts with
Panamanian law enforcement and other government and non-governmentd entities to counter transnationa
crime and help address the effects of the Colombian conflict, while working with the Government of
Panama (GOP) to help assure the security and smooth operation of the Panama Cand.

The United States will continue cooperative programs aimed at interdicting the illegd flow of drugs, arms,
and persons through Panama. The United States will seek to enhance Panamals ability to combat money
laundering and other financid activitiesthat support trans-border crimes and terrorism. The United States
will dso increase support to Panamas public forces to help manage the impact of Colombids civil conflict
aong their shared border.

Through cooperation between USAID, the GOP, and Panamanian NGOs, the United States seeks to
promote environmenta protection and management policies and programs designed to protect the Canal
watershed. The Deveopment Assstance (DA) funds earmarked for this purpose will build domestic
indtitutions cgpable of managing the Cana watershed, encourage loca government and private sector
cooperation in environmental management and protection, and increase civic participation in protection of
the environment. USAID will continue projects to improve the efficiency and fairness of the system of
adminigration of justice. In FY 2003, democracy/governance projects funded from INCLE and ESF will
develop Panamas border areawith Colombiato mitigateillicit activities.

Foreign Military Financing (FMF) funding will be used to sustain patrol boats provided through Excess
Defense Articles (EDA) and used for search and rescue, territorial waterway patrol, and control and
interdiction of illega immigrants by the Nationd Maritime Service. Also, funding will dlow for technica
training and airframe maintenance for the Nationd Air Service. In FY 2003, the Internationa Military
Education and Training (IMET) program will provide training in the rule of law and humanrights. IMET
courses in maritime operations will enhance Panamas ahility to interdict transnationd crimind activity and
ensure the safe, continued smooth operation of the Candl.

Panamais again digible to receive EDA in FY 2003 on agrant basis under Section 516 of the Foreign
AssganceAct. Transfer of grant EDA to Panamawill bolster Panamals cagpabilities to provide security for
the Cand, secure its maritime borders, and ded with possible spillover from Colombias civil war. With the
withdrawd of U.S. military forces from Panama, the Panamanian Government has assumed full
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respongbility for its own nationa security. Panamals Public Forces (Panama abolished its armed forcesin
1990) currently lack adequate equipment maintenance, basic communications gear, and transportation
resources. The U.S. Coast Guard has been authorized to offer the Balsam Class Buoy Tender
SWEETGUM to Panama under the EDA program.
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Paraguay

($in thousands)
Account FY 2001 Actud FY 2002Edimate FY 2003 Request
Csh 0 2,525 0
DA 6,320 3,600 6,625
ESF 3,492 3,500 3,500
IMET 238 300 300
Peace Corps 3,157 3,170 3171

The primary U.S. nationd interest in Paraguay is the consolidation and strengthening of democracy. Other
interests, which depend on progress on democracy, include fighting transnationa crime — intellectud
property rights violations, drug trafficking, and terrorism — and promoting responsible regiona
environmenta management. Humanitarian interests include promoting public hedlth and sustaingble
development.

Economic Support Funds (ESF) and Devel opment Assistance (DA) will be used to strengthen democracy,
help protect the environment, and improve child and maternad hedlth. Funding will promote democracy by
strengthening loca governments, encouraging the adoption of nationd reforms, and supporting civil-
military diaogues and avigorous civil society. Funding aso will offer Paraguay assistance in managing
key environmenta areas and supporting the environmental community in managing regiond environmental
concerns. DA funds will make family health care more accessible and improve grassroots provision of
health services at the community level. ESF will aso be used for hedlth education for margind and rurd
families. These effortswill help stabilize population growth, improve women's hedth, and reduce materna
and infant mortality and other poverty-related problems.

International Military Education and Training (IMET) funds will help promote democracy in Paraguay and
regiond stability by increasing the professonalism of military personnel and continuing to develop military
respect for civilian authority. IMET fundswill be used to train Paraguayan officids at various military
schools. Anticipated courses include the internationa officers schoal, civil-military operations, and
sugtaining democracy. By increasing military professiondism, such training aso reduces the likelihood that
cvilians will seek to involve the military in politics.

Paraguay will be igible to receive Excess Defense Articles (EDA) on agrant basis under Section 516 of
the Foreign Assstance Act. Trandfer of grant EDA to Paraguay will support our interest in strengthening
the Paraguayan military as a democratic ingtitution by continuing to expose it to modern, professiona
military forces.

Paraguay is atransshipment point for an estimated 40-60 metric tons of cocaine per year, some of which
reaches the United States. International Narcotics Control and Law Enforcement (INCLE) fundsfrom a
Western Hemisphere regiona account will be used for training, technica assistance, and equipment to help
Paraguayan officidsto further develop their law enforcement capabilities to confront cocaine trafficking
and money laundering.



Peru

($in thousands)

Account FY 2001 Actud FY 2002Edimae  FY 2003 Request
CsD 9,603 23,200 0
DA 28488 14,173 40,601
ESF 2,203 15,000 10,000
FMF 0 0 1,000
IMET 509 500 600
INCLE 48,000 142,500 135,000
NADR-HD 861 175 175
Peace Corps 0 2,193 1,723
PL. 480 Titlell 40,036 30,805 25,052

The primary U.S. interestsin Peru are strengthening democracy and counternarcotics. U.S. interestsadso
require economic development that additionally promotes commercid opportunitiesfor U.S. business and
enhances regiond stability inthe Andes. The inauguration of a new, democraticaly-elected President and
Congressin July 2001 is an important turning point. The United States will support Peru asiit takes
measures to establish an independent judiciary, root out corruption, reduce poverty and improve the
gtandard of living for its people, promote professondism in its security forces, and foster dternative
development to counter the drug trade.

Peru is one of the largest countriesin South America and has a strong bilaterd relationship with the
United States that gpans many issues, from counternarcotics to commercial ties.  Peruisasource country
for cocaine, and the United States has enjoyed excellent cooperation from the Government of Peru (GOP)
in counternarcotics activities, resulting in a 70 percent decline in coca cultivation from 1995 to 2000.
Internationa Narcotics Control and Law Enforcement (INCLE) funds will provide training, equipment, and
technical assstance to Peruvian government agencies charged with implementing counternarcotics-related
programs, including law enforcement programs to disrupt coca and opium poppy cultivation, wholesale
purchase, industrial-scae processing, and export of refined coca products. USG dternative economic
assistance programs are amed at providing for the development of local governments, agriculturd credit,
rurd infrastructure (such as roads), improved farming practices and disease control, and access to national
and internationa export markets.

Increased funding will enable the GOP to decrease coca cultivation in severa source valeysand to
intercept coca movement in both the source and trangit zones. Greetly increased funding for dternative
development will address both long-term infrastructure building and immediate emergency assstance to
generate family income logt to eradication of cocafidds. A mgor program of upgrading aircreft for law
enforcement and eradication operations will provide the necessary airlift capability to reach high atitude
opium poppy fields and to carry large numbers of personnd to outlying trafficking arees.

The success of dternative development has been amply demongtrated as licit agricultura production in
zones targeted for assistance now exceeds the gross vaue of coca leaf produced in those zones by
tenpercent. Expansion of this program will help consolidate the gains from eradication and interdiction.

The inauguration of the democraticaly eected government of Algandro Toledo, and arenewed
commitment to international human rights practices, represent an opportunity for extremely positive change
in Peru. Training and technical assstance is needed to help rebuild democrétic ingtitutions, to improve
adminigtration of justice and rule of law, to strengthen loca governments and encourage gregter citizen
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participation in decison-making, to promote politica party building, and to increase civilian control over
themilitary. The United States will also support the work of the Truth and Reconciliation Commisson as
it investigates dlegations of past human rights abuses and corruption.  The Economic Support Funds (ESF)
and part of Development Assistance (DA) funds are designed to fogter these goals.

Peru has successfully dedlt over the last severd years with Shining Peth and MRTA insurgency threatsto
the country’s socid and politica stability, which date from the 1980s. The MRTA islargely moribund, but
Shining Path has maintained smal columns of guerrillasin severd of Peru’s remote mountain jungle
valeys where cocais produced. The steep rise in coca prices coupled with the withdrawa of military units
and authority from these areas dlowed Shining Path to increase its operations during 2001. In October
1998 Peru and Ecuador sgned a peace agreement resolving an armed border dispute that continued for over
150 years and last erupted into armed conflict in 1995. Nonproliferation, Anti-terrorism, Demining, and
Rdaed Programs (NADR) funds have been used to accelerate demining of the border region and to
grengthen efforts by the Organization of American States to develop a pilot program with both Peru and
Ecuador. FY 2003 funding is expected to continue to support these efforts.

Internationa Military Education and Training (IMET) funds programs to improve military professonaism
and capabiilities by providing military and civilian defense professiond training that reinforces the principle
of civilian rule. Recent steps taken by Peru to depoaliticize the armed forces will increase the effectiveness
of such programs. Foreign Military Financing (FMF) will dso improve the military’ s capabilitiesin
protecting Peru’ s borders and promoting regiond stability. The FMF funding will provide upgradesto field
medica, engineering, and genera field support capabilities resulting from Peruvian army restructuring and
modernization. This could include water purification systems, tents, field kitchens, field medical and denta
equipment, water and fudl bladders, mess equipment, and individua soldier equipment.

Peru will be digiblein FY 2003 to receive Excess Defense Articles (EDA) on a grant basis under Section
516 of the Foreign Assistance Act. Trandfer of grant EDA to Peru serves akey U.S. nationd interest in
assigting the GOP in combeting illega narcotics production and trafficking by providing needed equipment
to the Peruvian security forces, which are an integrd part of the counterdrug effort.

Peru has experienced four years of economic stagnation as the result of unfavorable El Nino weether
conditions, global financia turmoil and recession, and domestic political upheaval. Nonetheless, Peru’s
economy remains one of the best managed in Latin America and is benefiting from renewed reform efforts
aimed at improving the investment climate and completing the privatization of government concessions.
The United States is Peru’ s most important trading partner, with U.S exports to Peru totaling $2 billion in
goods and services annualy (approximately 30 percent of adl Peruvian imports) and U.S. imports from Peru
totaling $1.9 billion (approximately 27 percent of Peruvian exports). More than 200 U.S. companies are
present in Peru, and the stock of U.S. direct foreign investment in Peru exceeds $4 hillion. The United
States hopes to resume negotiations on a Bilaterd Investment Tresaty to further enhance commercid ties.

Despite economic reforms, Peru remains a poor country with 54 percent of its population living in poverty
and 15 percent in extreme poverty (i.e, lessthan $1/day per capita expenditures). Officid unemployment is
goproximately 10 percent, with 45 percent underemployment. Peru’s socid indicators (child mortdlity,
HIV/AIDS, education, and literacy) are among the least advanced in Latin America. Election-year
spending, combined with the downturn in the globa economy, led to larger-than-expected fiscd deficits
(3.0 percent of GDPin 2000 and 2.5 percent in 2001). The government is committed to reducing the deficit
and has restructured spending in an effort to create jobs, fight poverty, and improve standards of living.

DA programs dso aim to promote broad-based economic growth by providing financid and technical

assistance to Peruvian public and private sector organizations to improve market systems and economic
ingtitutions, expand human capacity through educeation and training, improve food security, and expand
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employment opportunitiesfor the poor. DA funds promate economic growth through food assstance to
dleviate malnutrition; micro-credit loans to create jobs and improve living sandards; and technica
assistance and training to increase agriculturd and enterprise productivity. Through family planning
activitiesfunded by DA, the United States will help provide individuas and couples with information and
services that promote their health and contribute to a hedthy population, as well as provide technical
assistance and training to diagnose, treet, and contain infectious diseases. DA funds provide technica
assistance and training for the provision of integrated hedth care services to mothers and children, including
child spacing, prenata care, prevention and management of sexudly transmitted diseases, and safe
motherhood.

Uncontrolled urbanization, industrid pollution, and wide-gpread poverty thresten Peru’s natural resource
base, one of theworld' srichest and largest. DA-funded programs help to improve Peru’ s environmental
legd framework and promote pollution prevention practices. DA money aso provides technica support for
environmenta protection training, waste management, and protection of nationd parks.



Peru-Ecuador Peace
($in thousands)

FY 2001 Actual FY 2002Edimate  FY 2003 Request

In October 1998, Ecuador and Peru ended their 150-year-old border dispute, which led to war twicein the
last 20 years. Consolidation of the Peru-Ecuador peace agreement will enhance regiond stability and dlow
the countries to develop anew attitude of trust. It will further dlow both countriesto focus their effortson
stopping illicit production of cocaine, combating drug transit, and shipping of precursor chemicals.

The United States has asssted in demarcating and demining the formerly disputed area through the use of
Nonproliferation, Anti-terrorism, Demining, and Related Programs (NADR) funds. Thesefundsaredso
being used to support efforts by the Organization of American States to develop a pilot program with both
Peru and Ecuador. With U.S. assistance, Ecuadorian humanitarian demining has evolved into asustained
and successful effort. Several hundred army engineers have been trained and equipped, and severd
thousand mines have been removed from areas aong the border with Peru.

Over the long term, the United Statesis helping to promote the Ecuador-Peru peace through the use of
Economic Support Funds (ESF) to help implement the border integration portion of the peace settlemernt,
thusincreasing stability and mitigating conflict through bi-nationa coordination and cooperation. FY 2003
ESF-funded activitieswill build on previous year efforts that focused on microenterprise lending, public
hedth infrastructure, loca government training, and natural resource management in the border region.



Suriname

($in thousands)
Account FY 2001 Actud FY 2002Edimate FY 2003 Request
FMF 0 150 250
IMET 107 110 150
Peace Corps 744 794 765

The principd U.S. interests in Suriname are maintaining a stable democracy, combeting the flow of illegdl
drugs and migrants to the United States, and ensuring economic opportunity for both Surinamese and
American investors. The United States d o encourages protection of the country’slarge rain forest, which
has an important role to play in preserving the globa environment.

The Suriname military suffers from alack of resources, including food and clothing for its soldiers,
equipment and materials needed for training aforce properly, and parts and fue for operating misson-
essentia equipment. The United States will useits FY 2003 Foreign Military Financing (FMF) fundsto
support deployment of U.S. mobile training teams to support organizationa restructuring of the Infantry
and Specid Forces battaion, dong with medicd, logidtics, and saff officer training. Other uses of FMF
funds include supporting smal patral craft, vehicle maintenance, and troop support in the form of uniforms
and boots.

The United States will useits Internationa Military Education and Training (IMET) funds for projects that
promote civilian control of the Surinamese armed forces, increase military professonaism, and expose
Surinamese military personnd to U.S. norms and vaues with respect to the gppropriate military rolein
democratic society. Suriname lacks atraining infrastructure for developing military leaders. There are no
domestic training opportunities available for military officersin Suriname, who therefore must rely on
professiond development courses acquired from foreign countries (historically Brazil, China, France, and
India, aswell asthe United States). A recent agreement with the Dutch intends to re-establish military
cooperation.

The United States will work aggressively to hep the Government of Suriname professiondly develop and
sudtain its recently acquired counterdrug assets. The focus remains promotion of in-country training
opportunities (in lieu of promoting Stateside course attendance) to increase the number of Surinamese
military personnel who can be trained.

Suriname will be digible in FY 2003 to receive Excess Defense Articles (EDA) on agrant basis under
Section 516 of the Foreign Assistance Act. Transfer of grant EDA to Suriname will assist the Surinamese
military in developing and sustaining a viable counter-drug capakility, as well as combeating migrant and
armssmuggling.



Trinidad and Tobago

($in thousands)
Account FY 2001 Actud FY 2002Edimate FY 2003 Request
FMF 300 300 400
IMET 122 135 150

Trinidad and Tobago's economy is dominated by a growing oil and natural gas sector, including related
downgtream petrochemica industries, dthough the Government of Trinided and Tobago (GOTT) is
actively pursuing diversfication. The United Statesis the leading exporter to and investor in Trinidad and
Tobago. The U.S. Embassy is encouraging the GOTT to play amore active role in the Free Trade Area of
the Americas and within the Caribbean Community (CARICOM) on trade matters. Other U.S. gods
include further liberdization of the civil aviation, telecommunications, and financia services sectors thet
will encourage present and future U.S. invesment. U.S. personnd are working with the GOTT to ensure
fairness and transparency in acquisitions and awarding of bids for public projects. The United States
continues to monitor the GOTT'sleve of enforcement of intellectud property rights. The GOTT is
committed to free trade and a pogitive investment climate.

The United States and Trinidad and Tobago have an exceptionally cooperative relationship in combating
crime, and Trinidad and Tobago is astrong and capable counter-narcotics partner in the Caribbean.

Trinidad and Tobago's proximity to South America makes it aconvenient transshipment point for narcotics
headed to the United States.  With U.S. assistance, the GOTT has identified and prosecuted mgor drug
traffickers, seized narcotics-related assets, and charged individuas with money laundering. The Embassy is
helping Trinidad and Tobago address problem areas in the judicid process by providing technica assistance
and training to the police in crimina investigations, tourism policing, and document fraud. An Interna
Revenue Service team is helping the Board of Inland Revenue modernize tax collection procedures. The
United States has donated equipment (three 82-foot patrol boats, two C-26, and two Piper-Navgo arcraft)
to improve the country’ s air and sea survelllance againgt narcotics traffickers.

Foreign Military Financing (FMF) funds will contribute to preventative maintenance and improvement of
the maritime drug interdiction capability of the Trinidad and Tobago Defense forces. Trinidad and Tobago
isfocusing renewed atention on its coast guard fleet and will be overhauling four 82-foot cutters. FY 2003
FMF funds will help establish an aggressive preventative maintenance program to sustain the GOTT' s
maritime fleet used to combat transnationa crime.

The Internationa Military Education and Training (IMET) program provides U.S. training in civil-military
affairsto help reinforce civilian control of the military and the principles of human rights. Officer training
assgsin professondizing the military, while training in logistics, maintenance, and equipment repairs
helps maintain the technica proficiencies of the armed forces.

Trinidad and Tobago will be digible in FY 2003 to receive Excess Defense Articles (EDA) on a grant
basis under Section 516 of the Foreign Assistance Act. Provision of grant EDA will be used to
support CARICOM'’s role as a stabilizing force in the Caribbean through active involvement in
peacekeeping operations, search-and-rescue missions, disaster relief, and counternarcotics operations.
EDA will aso aid in enhancing interoperability in U.S.-Caribbean joint exercises.



Uruguay

($in thousands)
Account FY 2001 Actud FY 2002Edimate FY 2003 Request
FMF 0 1,000 1,000
IMET 398 415 450

U.S. nationd interests in Uruguay include promoting democracy by strengthening the Uruguayan military
as ademocrdic inditution, and addressing globa issues by helping Uruguay fight narcatics trafficking and
internationa crime and by encouraging Uruguay's participation in UN peacekeeping efforts. Although the
Adminidration is not seeking funds for this effort in Foreign Operations, we will aso promote our national
interest in economic prosperity by ensuring that Uruguay’ s market is open to U.S. exports and by
encouraging Uruguay’s participation in the Free Trade Area of the Americas process to open regiond
marketsto U.S. exports.

The requested Internationd Military Education and Training (IMET) funding will promote regiond

gability by strengthening the Uruguayan military as ademocratic ingtitution. Participation by civilian and
military officersin the Center for Hemispheric Defense Studies and the IMET program will help improve
civil-military relations, rationalize the defense policy planning process, make it increasingly transparent,
build civilian expertise in defense matters, and incul cate the principles of human rightsin the future
generation of military leaders. Attendance of mid to senior grade officers and non-commissioned officers at
professond development courses will facilitate the modernization and professionaism of the armed forces.
Technicd and logigtics training will help Uruguay maintain and manage its defense resources, improving
their ability to operate with U.S. and internationa forcesin peacekesping operations, disaster relief

missions, and other joint operations.

Foreign Military Financing (FMF) for Uruguay from Conflict Prevention and Response funds will be used
to support Uruguay’s effortsin internationa peacekeegping.

Uruguay will be digiblein FY 2003 to receive Excess Defense Articles (EDA) on agrant basis under
Section 516 of the Foreign Assstance Act. Transfer of grant EDA to Uruguay will support U.S. interest in
wide-spread participation in internationa peacekeeping efforts by increasing the interoperability of
Uruguayan and other peacekeeping units. To the extent that it reinforces Uruguay’ s existing participation in
peacekeeping efforts, transfer of EDA will dso strengthen the Uruguayan military as ademocratic
ingtitution by continuing to expose it to modern, professiona military forces. EDA may dso be used to
modernize Uruguayan equipmern.

International Narcotics Control and Law Enforcement (INCLE) funds from Western Hemisphere regiona
fundswill help fight illega drugs and internationa crime. The funds will be used for training to improve
the professiondism of police units, for contraband detection efforts, and for providing equipment and
training for nascent money laundering detection and investigation units. The funds will aso be used for
domestic demand reduction projects, such as public avareness campaigns, outreach programs for high-risk
children, and hedlth care training, and for equipment to improve the effectiveness of investigation and
prosecution of mgjor criminals.
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Venezuda

($in thousands)
Account FY 2001 Actud FY 2002Edimate FY 2003 Request
ESF 0 500 500
IMET 485 500 700
INCLE 1,200 5,000 8,000

Asaleading supplier of foreign ail to the United States and host to considerable U.S. energy sector
investment, and as an important part of the Andean region, Venezuea represents asignificant chalenge and
opportunity for U.S. foreign policy, with important nationd interests at stake. Aswith the other Andean
countries, none of Venezuda s challenges - strengthening democracy, fostering economic devel opment,
combating narcotics trafficking, or fighting terrorism - can be addressed in isolation.

Internationa Narcotics Control and Law Enforcement (INCLE) and Economic Support Fund (ESF)
programs will concentrate on cooperation on counternarcotics and judicia reform.

The United States will monitor Venezudan relations with Colombia and the border disputes between
Venezuda and its neighbors, using diplomatic resources to help ameliorate any potentia disagreement. In
FY 2003, Internationa Military Education and Training (IMET) will seek to continue maintaining military
links and providing important training to the military, including training on human rights. Venezudawill
be digiblein FY 2003 to receive Excess Defense Articles (EDA) on agrant basis under Section 516 of the
Foreign Assistance Act. The provison of EDA will be used to promote interoperability and modernization
of equipment.

Venezuela has implemented a far-reaching judicia reform program that includes widespread personne
changesin the judiciary. Much remainsto be done in training law enforcement and judicid authorities on
their new roles and respongbilities. The United States will continue its support for trangtion from the old
judicid system to the new, including training of judicia personnd and training in nationa and internationa
organized crime investigations. Venezudaisamgor transshipment route for illega drugs destined for the
United States. INCLE fundswill help improve the Government of Venezuda (GOV) interdiction and
eradication efforts, combat internationa money laundering activities, and improve controls to prevent
diverson of essentid and precursor chemicas.

The United States will continue to work with VVenezuda to strengthen democretic ingtitutions through ESF-
funded initiatives and promote the rule of law and respect for human rights.

Venezuda s economy in early 2002 isfacing consderable difficulties. Low ail prices have significantly
decreased GOV revenues. The Venezuelan economy is not likely to grow thisyear and may even contract.
The GOV will need to dose a sgnificant budget deficit possibly as high as six percent of GDP.
Unemployment is growing, asisthe informal sector of the economy. Though foreign exchange reserves
gopear to be sufficient in the near term, there is growing concern that increasing capitd flight might lead to
capital controls or devauation. Venezuelanow continues to face the chalenges of creating favorable
conditions for investment and maintaining economic growth through the up-and-down cycles of the globa
oil market. Wewill continue to advocate U.S. commercid interests and encourage broad-based growth
through continued economic reform, including economic diversfication and reduced spending on
nonproductive activities. Depending on GOV politica will, it may aso be possible to offer support to the
U.S. investor community in VVenezuda through resumption of negotiations on a bilaterd investment treaty.



Adminigration of Justice/ICITAP
($in thousands)

FY 2001 Actual FY 2002Edimate  FY 2003 Request

ESF 6,985 10,000 11,000

Regiond activities to strengthen the rule of law, with a specid emphasis on police reform, help achieve U.S.
interestsin the areas of democracy, law enforcement, and human rights. The development of strong civilian
police organizations that work effectively with prosecutors and other actorsin the crimind justice system
enable countries to establish and protect the rule of law, provide for their own public security, and cooperate
more effectively with U.S. law enforcement agenciesin internationa matters.

Police reform activities in the Western Hemisphere promote the organizational development of civilian
police agencies. TheInternationa Crimind Investigation and Technical Assistance Program (ICITAP)
provides support in three basic areas of police work — investigetive and forensic development, police
management, and police academy curriculum development — and aims to engage selected law enforcement
units or entire agenciesin the formulation and implementation of long-term indtitutiona development plans.
In countries where new police organizationd laws either have or will be gpproved, generd technica advice
and other assstance is provided for development of an appropriate overal management Structure. In other
countries, the primary focus is the development of effective investigetive units or divisons capable of
supporting the new crimina procedure codes that are being adopted throughout Latin America. Another
focusis the development of forensc laboratories, as well as an understanding by al participantsin the
crimind justice process of the vaue of physicd evidence. Assstanceis provided to other police agenciesto
develop their own training programsin basic and specidized areas, such as crimind investigation and for
supervisory and executive level personnel.

Other regiona activities to support the development of the rule of law — such as the Justice Studies Center
of the Americas, an initiative of the Summit of the Americas — are dso supported through this account. The
Judtice Studies Center, located in Santiago, Chile, is just beginning its work as a clearinghouse of
information and expertise on justice sector reform, with an initid focus on crimind justice. With support
from dl 34 democratic governmentsin the hemisphere, it is expected to provide important new impetus for
the consolidation of reforms that have been started but may not be successfully concluded without the
benefit of comparative analysis and peer pressure from throughout the region.

For FY 2003, funding is needed to continue programs underway in El Savador, Guatemaa, Honduras, and
Nicaragua, aswell asfor the Justice Studies Center. Politica and legidative developments permitting, it is

possible that programs would adso beinitiated in Argentina, Venezuela, Ecuador, the Dominican Republic,

and the English Caribbean.
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OASIADB Central America Demining
($in thousands)

FY 2001 Actual FY 2002Edimate  FY 2003 Request

NADR-HD 1,350 1,250 1,100

Theglobd U.S. Humanitarian Demining Program - funded through Nonproliferation, Anti-terrorism,
Demining, and Related Programs (NADR) - seeks to relieve human suffering, to promote nationa and
regiond stability, and to foster economic development by returning mined land to economic utility. During
the Central American conflicts of the 1980s and early 1990s, thousands of mines were laid throughout the
region threatening human life and providing a dangerous impediment to regiona development.

U.S. humanitarian demining assstance for Centrd Americais provided to the Organization of American
States (OAS) and the Inter-American Defense Board (IADB) for the Assistance Mission for Mine
Clearance in Centrd America(MARMINCA). MARMINCA currently operatesin Costa Rica, Guatemala,
Honduras, and Nicaragua. U.S. assstance emphasizes humanitarian demining training and mine awareness
support. NADR demining funds provide equipment and other materid support to MARMINCA, while the
Department of Defense provides personnd who train, advise, and assist on technica and logigtica matters
and provide limited medica and communications support to MARMINCA.

Recently, U.S. assstance has supported the development of a new demining initigtive in northeast
Nicaragua (Front Number Fivein Suing). NADR funds aso continue to support the integration of mine
detection dogs in humanitarian demining operations throughout Centra America



Third Border Initiative
($in thousands)

FY 2001 Actual FY 2002Edimate  FY 2003 Request

The Caribbean isaregion of roughly 21 million people with tremendous potentia to affect U.S. domestic
interests. The United States and the Caribbean are closdy linked by travel and immigration: each year
millions of Americans visit the Caribbean, while tens of thousands of Caribbean immigrants arrivein the
United States. Theregion isamagor market for U.S. exports and investment. Moreover, the democratic
Caribbean countries hold 14 votes in the Organization of American States and are important partnersin
addressing hemispheric chalenges.

The nations of the Caribbean are particularly vulnerable. They are smdl, insular economies with limited
ability to diversfy production and thus highly sengtive to adverse globa economic conditions. In addition,
they are environmentally fragile and share a propengty for hurricanes and naturd disasters.

A decline in the Caribbean’s politica and economic stability would have a direct impact upon the United
States — heightening the region’ s vulnerability to be used as a platform for unlawful activities directed
againg the United States, particularly drug trafficking, financia crimes, and illega immigration. A
faltering regiond economy or areection of free markets would hamper the demand for U.S. goods and
services and jeopardize U.S. investments. Deteriorating governmenta capabilities would aso jeopardize
the security of Americans visiting or traveling in the region. To sirengthen the capabilities of Caribbean
indtitutions to address economic, environmenta, political, and societd problems and mitigate or prevent
their spillover on the United States, the U.S. Government has developed the Third Border Initiative (TBI).

TBI will supplement our bilaterd assistance to the 14 Caribbean Community countries, plus the Dominican
Republic and Haiti. A prime example of this support is USAID’sHIV/AIDS program. A tota of $22.6
millionin HIV/AIDS funding isrequested - $11.6 million under USAID’s bilateral Devel opment
Assgance (DA) program plus another $11 million from regiona DA, the Economic Support Fund (ESF),
and the Globa Hedlth fund. The USG programs will fund a multi-faceted Caribbean regiond approach that
supports prevention and education initiatives targeting youth and other high-risk groups. The epidemicisa
leading cause of desth among adults in the Caribbean, and retarding its transmisson dlearly serves U.S.
interests. Haiti, The Bahamas, Guyana, and the Dominican Republic, which have sgnificant immigrant
communitiesin the U.S. and/or are important tourist destinations, have prevaence rates higher than many
sub-Saharan African countries. Moreover, the Caribbean program will dso be digible for funding from the
AlD-supported, multinational Globa Fund to Fight AIDS, Tuberculoss, and Mdaria.

In FY 2003 DA and ESF will be used to support technical assistance in preparation for the concluson in
2005 of the Free Trade Agreement of the Americas (FTAA). A key regiond U.S. objectiveisto eiminate
barriers to foreign investment and trade and to encourage the nations of the Caribbean to participate
productively in the FTAA and the World Trade Organization (WTO). The United States will fund
Caribbean-specific FTAA- and WTO-rdaed andytica studies on the policy implications and benefits of
FTAA provisons.

The United States will aso assist the Caribbean to prepare for the comptitive globa economy by helping
upgrade the region’ s educationd training capabilities. DA fundswill continue support (begun in FY 2002)
for a Caribbean-based “ Center for Excellence” to advance teacher training throughout the region and
promote greeter use of technologica resources. In addition, the United States will provide scholarships and
internships to foster greater exposure to entrepreneurship.
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ESF from our Third Border Initiative will be used to help Caribbean airports modernize their safety and
security regulations, an important step in enhancing the security of visiting Americans and helping the
region’svitd tourist industry. The United States will dso assst Caribbean organizations to improve their
environmental management — such as strengthening protections over cord reefs and combating |land-based
pollution —to maintain tourist interest in the region and promote sustainable development. In addition, the
United States will help Caribbean governments prepare for naturd disesters, such as frequently occurring
hurricanes DA fundswill be used to support hedth, economic development, environment, democracy, and
educationd programs in the eastern Caribbean nations as well asregiona environmental and economic
development programs.

International Narcotics Control and Law Enforcement (INCLE) funds will be used to provide Caribbean
governments with law enforcement assistance by funding advisors and technica assi stance to strengthen
capabilities againgt money laundering, asset forfeiture, and corruption.
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WHA Conflict Prevention and Response
($in thousands)

FY 2001 Actual FY 2002Edimate  FY 2003 Request

FMF 0 3,000 5,000

U.S. nationd interests are served by having available, within Latin America and the Caribbean, well-trained
professond military forces with the capability to assist and support the United States, the United Nations,
and other internationa actorsin responding to crises and conflicts throughout the world. A number of
Western Hemisphere countries have demonstrated awillingness to respond to such calls. Assuring that
those willing to respond have the both the capability and interoperability to cooperate effectively in
internationa settingsisin the U.S. interest.

The FY 2003 request for Foreign Military Financing (FMF) in regiona Conflict Prevention and Response
funds will provide specific types of assstance to severa of the region’s militaries that have provided
personnd for various internationa peacekeeping missons and enhance their capacity to respond to natura
disasters and humanitarian crises.

In FY 2003, the United States will seek to provide support to the following countries.

Argentina - $2 million. Argentinaiis extremely proud of its participation in peacekeegping
operationsworldwide. The Argentine military currently has personnel deployed on UN
peacekeeping operations. Such continud, rotating deployments are hard on individuad and unit
equipment. A portion of the requested funds will be used to defray these costs. Fundswill aso be
used for replacement of medical equipment and supplies and for replacement of individud optica
equipment (binoculars, night-vision equipment, and laser range finders). Findly, requested funds
will be used for professond military training and for upgrading and obtaining new equipment at
the Argentine Joint Peacekeeping Training Center, which provides aregiond training platform.

Bolivia- $1 million. Observers from the Bolivian Army have participated in peacekeegping
operationsin Kuwait, Cyprus, Guatemda, Kosovo, SierraLeone, the Congo, and East Timor. A
70-man Balivian Army eement was deployed from May until December 1999 in Angola as part of
the UN peacekeeping contingent in that country. Bolivia has dso offered a* stand-by” unit to the
UN’s ready peacekesping force. However, such UN-certified units must be self-sustaining for a
period of sxty days. Asone of the poorest countries in the Hemigphere, meeting and sustaining
that standard will be difficult for Bolivia. Without significant U.S. encouragement and assistance,
Boliviamay be compelled to reduce its commitment to peacekesping. FMF support will asss the
Baliviain overcoming serious shortcomingsin training, equipment, and logistical support.

Chile - $1 million. The Government of Chile currently has personnd in East Timor and another
4,000 on stand-by to deploy worldwide on peacekeeping operations. These funds will provide
needed equipment to their armed forces participating in peacekesping operations.

Uruguay - $1 million. Per capita, Uruguay contributes more personnd to peacekegping missions
than any other nation. Sixty percent of the Uruguayan Army (UY AR) has participated in
peacekesping missons. The UY AR has offered up a*“stand-by” bettdion to the UN for
peacekesping missons. This heavy usage has resulted in excessive weer to individua and unit
equipment. Requested FMF funds will assst in the upgrade of the Uruguayan armed forcesto help
make it possible for them to participate in future operations.



WHA Regional Stability
($in thousands)

FY 2001 Actual FY 2002Edimate  FY 2003 Request

FMF 0 0 4,000

Foreign Military Financing (FMF) in Regiond Stahility funds addresses security implications of the
primary U.S. interest in the region: stemming the cultivation and production of coca and opium poppy and
interdicting the trafficking of cocaine and heroin between the Andean region and the United States.
Professiond, wdll-equipped, and trained militaries capable of defending their borders and preventing
Colombia s drug production and insurgency from “spilling over” into the rest of the region serve U.S,
interests by preserving the region’ s fragile democracies and ensuring stability in an important region. U.S.
interests and the cause of democracy are also served by the strengthening of professiona militaries under
civilian control.

Colombian and U.S. efforts to stem the explosion of coca production in southern Colombia and to interdict
trafficking, coupled with the activities of well-armed, well-financed Colombian armed illega groups, will
put tremendous pressure on the remote border regions of surrounding countries. The task of defending
these regions and ensuring againg the threet of “ pill-over” will fal to the neighbors' poorly-equipped,
under-trained militaries. Thefact that severa of these countries are among the poorest in the hemisphere,
with the most fragile democracies, only servesto exacerbate the drain. All of these countries have severe
force modernization and replenishment needs that have gone unmet as aresult of financid crises and
declining military budgets.

The FMF funds requested for FY 2003 will be used to meet some of these security needsin Balivia,
Ecuador, Panama, and Peru. Thisfunding will be used to complement the funding from the Andean
Regiond Initiative - with its counternarcotics focus - by seeking to meet pressing security needs for force
modernization, training, and equipment, the traditiona needs of any military facing an expanded mission.
In Balivia, the focus will continue to be on the Army’s new 9th Division, which will conduct presence
operations in the volatile Chapare region. In Ecuador, the focus will be on training and modernizing the
forces tasked to patrol and defend the northern border region. Panamanian police and maritime patrols
assigned to protect and defend the remote Darien region and to control Panamal' s coasts will receive
training and navigationa equipment. Peru’s stretched military will receive training and equipment geared
toward sustaining professionadism and maintaining equipment previoudy provided under FMF.

The addition of arequest for Colombiain FY 2003 recognizes the fact that Colombia s ability to protect
vita dements of its economic infrastructureis critica to its ability to develop and sustain programsto
counter narcatics trafficking and to strengthen and deepen its democracy. FMF fundsfor FY 2003 will be
used to train and equip Colombian military units to protect the Cano-Limon pipdine in northeastern
Colombia from the deprecations of the leftist guerrillas who succeeded in shutting the pipeline, amgor
source of foreign exchange earnings, for 240 daysin 2001.



