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developing countries. The Middle East Regional Cooperation (MERC) Program is a USAID-
managed, competitive research grants program specifically designed to promote cooperation
between Arab and Israeli scientists, students, and communities on topics relevant to the Middle
East region’s development.

Program and Management Challenges:

In FY 2005 and 2006, EGAT will continue to strengthen its support to USAID missions and
Regional Bureaus in key development sectors. In pursuing this commitment, it foresees the
following management challenges and opportunities:

Field Support: Over the past year, EGAT strengthened its field support capabilities by designing
a database that enables it to better address the needs of its customers — USAID'’s field missions.
This database allows missions and Bureaus to request TDY support, and enables Agency
management to track and monitor these requests. In 2004, EGAT received more than 600
requests for TDY visits from field missions around the world and was able to directly respond to
nearly 70% of these requests. While this database improved EGAT'’s ability to meet field support
needs, the inability to meet all field requests has led it to the examination and development of
new ways to provide timely short-term TDY assistance. Over the next year, EGAT will continue to
strengthen and improve other field support mechanisms such as: more flexible contract and grant
mechanisms; improved communications and outreach through newsletters, global e-mails,
workshops and training; the development of analytical tools that help missions analyze country
situations and make decisions on future programming; and the identification and dissemination of
best practices.

Strategy and Policy Development: In FY 2004, EGAT led several efforts to develop policy and
strategy guidance in specific sectors. In July, it launched the Agency’s Agriculture Strategy, which
articulates USAID’s approach to addressing challenges of food, rural poverty, employment,
investment and sustainable natural resources management in the coming years. This document
is being translated into Spanish and French for our missions and partners. EGAT's work on a
USAID Education Strategy, which will guide USAID’s future education activities, is near
completion. Moreover, a new Women in Development Strategy is under development. EGAT
also participated in the development of USAID’s new strategic management process, providing
extensive technical advice on the development of standardized Program Components and
indicators in support of USAID’s new policy framework and on ways to improve strategic
budgeting in various sectors. In FY 2005, EGAT will continue its active participation in the
Agency’s strategic management process, and seek to refine its strategies and policies to align
with USAID’s White Paper.

Staffing: To meet the increasing demand for field support and technical leadership, EGAT must
attract and maintain highly qualified development professionals, both direct hires and contract
employees. Key positions in the Economic Growth, Agriculture, Development Credit Authority,
Energy and Information Technology and Poverty Reduction Offices have not been filled in the
past two years.

In addition to the above challenges, EGAT faces a number of critical programmatic challenges
and issues that are discussed in more detail in the Data Sheets that follow. Some of these
challenges include:

Fragile States: As EGAT refines its technical assistance and field support to reflect the country
typologies articulated in USAID’s White Paper, special emphasis will be placed on analyzing and
developing new strategies and initiatives for dealing with Fragile States. Because commitment to
reform is often weak in these countries, EGAT will have to develop new programmatic responses
to development problems that take into account sources of fragility while providing both
immediate impact as well as contributing to long-term stability.



Poverty: EGAT continues to search for new and innovative ways to address the challenge of
persistent poverty, especially in Africa. EGAT is placing special emphasis on analyzing the
factors that constrain poor households from participating in new opportunities and in developing
interventions, such as productive social safety nets, property system reforms and secure savings
instruments, which allow the poor to assume more risk in their economic pursuits. EGAT is also
focusing the donor community’s attention on problems regarding persistent poverty and inequality
through its leadership role in POVNET, the OECD/DAC’s network of donors charged with
developing guidance and good practice for promoting pro-poor growth. With EGAT’s Assistant
Administrator serving as its Chair, POVNET is developing strategies for pro-poor growth in
agriculture, infrastructure and private sector development. EGAT will also continue activities to
harness private sector support for community-based urban development programs.

Microeconomics: Over the next year, EGAT will develop initiatives to improve the microeconomic
environment in developing countries, including efforts to enhance productivity and
competitiveness of local enterprises, and to improve the business environment by reducing red
tape and strengthening legal systems.

Agribusiness and Marketing: With the roll-out of the Agency’s Agriculture Strategy, EGAT will put
more emphasis on the development of agribusiness and markets, which are key to economic
growth in rural areas of the developing world. In particular, it is developing programs that
facilitate rural producers’ linkages to markets: they improve the quality of produce to meet global
standards; enhance marketing strategies and capabilities; and upgrade packaging and logistics.

Youth/Workforce Development: In many developing countries, 75% or more of the population are
under the age of 30. In these countries youth unemployment rates are on the rise and educational
systems are not equipped to provide youth with the skills they need to succeed in a fast-changing
marketplace. In addition, unemployed youth are vulnerable to crime, violence and drug trafficking.
EGAT is developing innovative initiatives to improve youth employability; provide job placement
services; improve the sustainability of training programs; and involve the private sector in youth
training and employment programs. EGAT will also work closely with the Africa Bureau to address
linkages between urban youth unemployment and HIV/AIDS in four of the worst-affected countries in
Africa.

Trade Capacity Building: The WTO’s Doha Development Agenda recognizes that capacity
building must accompany trade negotiations in order for developing countries to participate
effectively in WTO trade negotiations, implement current and future trade agreements, and fully
take advantage of the benefits of expanding global trade. In the lead up to the WTO's Sixth
Ministerial Conference, scheduled for December 2005 in Hong Kong, many developing countries
are seeking help in understanding and responding to complex new aspects of the WTO agenda,
such as in the areas of services liberalization and trade facilitation. Working closely with USAID’s
field missions, including the Africa Trade Hubs, EGAT is providing timely and cutting edge
assistance to developing countries seeking to participate more effectively in these multilateral
trade initiatives. In addition, EGAT is providing a wide range of support for U.S. bilateral free
trade initiatives with Central America, the Andean region, the Southern Africa Customs Union,
and Thailand.

Other Donors: EGAT works in partnership with other donors to maximize the impact of
development resources. The multilateral development banks are key partners in many of EGAT'’s
initiatives.  In particular, EGAT works closely with the World Bank on building trade capacity.
EGAT's Economic Growth (EGAT/EG) staff represent joint positions among the stakeholders on
the governing board of the World Bank-managed Integrated Framework Trust Fund, designed to
finance the mainstreaming of trade into the national development plans of least developed
countries. In addition, EGAT/EG works closely with the World Bank Investment Team on
implementing microeconomic reforms. EGAT also provides funding to the Consultative Group for
International Agriculture Research (CGIAR), whose Secretariat is housed at the World Bank, to



support new research and dissemination partnerships on genomics, genetic resources, natural
resource management, climate change and livestock disease. EGAT's Office of Poverty
Reduction (EGAT/PR) supports the World Bank’s Consultative Group to Assist the Poorest and
plays a leadership role with the Asian Development Bank, European Bank for Reconstruction and
Development, Inter-American Development Bank, and African Development Bank regarding basic
shelter, urban youth, air and water quality deterioration and transportation system improvements.

EGAT maintains dialogue with key organizations under the United Nations umbrella, particularly
the Food and Agricultural Organization (FAO), International Fund for Agricultural Development,
World Food Program, United Nations Development Program, and United Nations Educational,
Social and Cultural Organization (UNESCO). USAID has played a leadership role in UNESCOQO’s
Education for All (EFA) initiative, which aims to achieve universal primary education by the year
2015. Since the U.S. Government's re-entry into UNESCO in October 2003, USAID has
sponsored five educational specialists to serve on UNESCO’s staff. EGAT's Women in
Development Program works closely with the United Nations Fund for Women (UNIFEM) and the
United Nations Commission on the Status of Women on gender issues.

EGAT works closely with several bilateral donors to jointly design and co-fund development
activities, many of which support Presidential Initiatives. As an example, EGAT's Office of
Development Credit is working with the European Union and the Japan Bank for International
Cooperation on the Presidential Clean Water Initiative. EGAT's Energy and Information
Technology Office (EGAT/EIT) proactively coordinates with bilateral donors to jointly design and
share the cost of energy projects, soliciting their participation on advisory committees and
undertaking groundwork analysis to attract and leverage subsequent funding from the World
Bank and the Inter-American Development Bank. EGAT/EIT also supports and participates in a
number of multi-donor efforts, such as the Global Village Energy Partnership, the Partnership for
Clean Fuels and Vehicles, and the Partnership for Clean Indoor Air. EGAT/EIT is also working
closely with the Italian Government on e-government activities in Macedonia and Iraq. As a
member of the US Delegation to the International Tropical Timber Organization, EGAT’s Natural
Resource Management Office (EGAT/NRM) collaborates with key donors, principally the Swiss
and Japanese Governments, to identify viable projects for U.S. Government co-financing.

Finally, EGAT works with numerous U.S. partners, including U.S. Government entities such as
the U.S. Department of State, the Environmental Protection Agency and the Department of
Agriculture, Non-Governmental Organizations, Private Voluntary Organizations, and private
sector businesses and organizations.

FY 2006 Program: EGAT plans $150.6 million for its FY 2006 program. Key initiatives that will
be supported in FY 2006 include:

e South Asia Tsunami Relief and Rehabilitation, with possible use of the Development Credit
Authority (DCA) to rebuild infrastructure and promote economic growth.

e Continued interagency and donor coordination, technical leadership, and field support for
trade capacity building, with increasing focus on institutional reforms needed to participate
more effectively in the global trading system and manage related economic transitions.

e Implementation of USAID’s new Agriculture Strategy with a focus on strengthening
agribusiness and markets.

e Continued efforts to integrate the poor into mainstream economic development, with a focus
on persistent poverty.

e Increased emphasis on access to modern energy services and regulatory policy reform.
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Summary: USAID's program to promote open and competitive economies includes four

complementary program components: 1) global trade and investment; 2) economic policy and
governance; 3) private sector growth; and 4) financial sector development. The Economic Growth
program provides field support, technical leadership, and interagency coordination on all non-
agricultural areas related to economic growth and development. Recognizing that the needs of
transformational and fragile states differ, a growing focus will be developing models and
approaches that respond to differing development needs and will help Missions identify and
prioritize the most appropriate economic growth interventions. This Strategic Objective (SO)
replaces SO 933-008 Open, Competitive Economies Promoted.

Inputs, Outputs, Activities:

FY 2005 Program: Increase Participation in Global Trade and Investment. EGAT will support
activities that help missions: (1) address short-term constraints to effective participation in World
Trade Organization (WTO) and bilateral Free Trade Area (FTA) negotiations; (2) mainstream
trade into national poverty reduction strategies; and (3) assess microeconomic constraints and
support related reforms. Funding will be provided to field projects that support: improved public-
private sector dialogue and understanding of trade issues; WTO accession and implementation;
participation in WTO services negotiations; comparative regional assessments of legal and
institutional reforms; and sustainable reform of customs systems and supporting institutions.
Technical leadership and training efforts will provide USAID missions with concrete
recommendations and tools for: (1) integrating trade liberalization and microeconomic reform
strategies; (2) facilitating labor transition in rapidly liberalizing economies; and (3) measuring
performance and evaluating the effectiveness of trade capacity building (TCB) projects. Principal
contractors/grantees: Nathan Associates, Booz Allen, Carana, United Nations Development
Program, U.S. Federal Trade Commission, and International Trade Commission.

Improve Economic Policy and Governance. EGAT will respond to field requests and provide
technical leadership and training in the design, implementation and evaluation of programs that
improve the policy and institutional environment for economic growth, prosperity and poverty
reduction. Activities will continue to enhance fiscal effectiveness and advance trade liberalization
with support for alternative tax revenue sources, improved fiscal administration, and budget
implementation. Assistance will continue to be provided for the development of sound domestic
policies in Africa. An assessment of the impact of selected economic growth activities on
corruption will help improve USAID anti-corruption interventions worldwide. Principal
contractors/grantees: Development Alternatives, Cornell University, African Economic Research
Consortium, Louis Berger, Booz-Allen Hamilton, BearingPoint, IBM Business Consulting
Services, International Business Associates and Nathan Associates.

Increase Private Sector Growth. Efforts will focus on mainstreaming microeconomic reform into
Agency programs. EGAT will ensure that current data are available to “benchmark” business
environments in developing countries. The program will co-sponsor a series of public-private
symposia in selected countries to identify specific policy/regulatory impediments to investment



and then assist USAID Missions to address those impediments. EGAT will facilitate USAID
Mission access to volunteer-based assistance through the Volunteers in Economic Growth
Activity (VEGA) and will provide support to initiatives of competitive private sector networks. This
will enhance the quality and effectiveness of USAID programs and support the development of
performance monitoring and impact assessment plans. The program will also draw upon recent
research findings to redesign the successful “Investors Roadmap” tool to improve its usefulness
as a blueprint for navigating private sector rules and regulations. Principal contractors/grantees:
the World Economic Forum and the World Bank.

Strengthen Financial Sector’'s Contribution To Economic Growth. EGAT's financial sector
program will pilot several new diagnostic tools for financial sector project designs. Financial
sector assessments in at least four USAID missions will be conducted. Services of the
International Real Property Fund (IRPF) will be proactively marketed to field missions involved in
mortgage market development. EGAT will continue to help missions seeking to engage financial
sector volunteers through the Financial Services Volunteer Corps (FSVC). New activities in
support of pension and insurance sector reforms and corporate governance will be explored.
Principal contractors/grantees: Emerging Markets Group, FSVC, U.S. Securities and Exchange
Commission, IRPF, and the Federal Deposit Insurance Corporation.

FY 2006 Program: Increase Participation in Global Trade and Investment. The trade program
plans to work with missions to: (1) address institutional constraints affecting countries’
implementation of commitments related to WTO negotiations and other international trade
agreements; (2) respond to trade capacity building needs; (3) implement bilateral commitments
under the U.S.-Central America-Dominican Republic Free Trade Agreement; and (4) assess
microeconomic constraints and support related reforms. Principal contractors/grantees: Same as
above.

Improve Economic Policy and Governance. EGAT intends to continue to assist missions to
improve economic policy and governance. Lessons learned from the results of the anti-corruption
assessment may be disseminated. Fiscal reform activities to strengthen tax and expenditure
programs, promote economic stability, and expand trade may be broadened to additional
countries. Principal contractors/grantees: Same as above.

Increase Private Sector Growth. USAID expects to continue to expand the number of field
missions engaged in microeconomic reform activities.  Public-private symposia may be
sponsored in at least ten USAID missions to identify impediments to investment and build a
constituency for pro-business reforms. Expertise may be provided to assist missions with follow-
up on addressing investment climate impediments. USAID may co-sponsor high level symposia
on competitiveness and globalization, bringing together regional policy makers and experts, and
intends to lead the development of a new generation of competitiveness initiatives that focus on
improving the productivity and profitability of firms in specific industry groupings. Principal
contractors/grantees: Same as above.

Strengthen Financial Sector’s Contribution to Economic Growth. EGAT'’s financial sector program
plans to support the design and implementation of new financial sector initiatives in at least six
USAID missions. New training modules and specialized support mechanisms in corporate
governance and  pension/insurance  sector development may be  developed.
Contractors/grantees: Same as above.

Performance and Results: In FY 2004, the Economic Growth Program worked with USAID
Missions to design and implement innovative TCB projects in more than 24 countries, delivering
training and developing relevant resource guides to ensure project success. The Program
coordinated bilateral donors’ participation in the multilateral Integrated Framework for Trade-
Related Technical Assistance to Least Developed Countries, which is helping mainstream trade
in the national poverty reduction strategies of more than 40 of the world’s poorest countries. In
partnership with the International Trade Commission, a technical cooperation agency of the UN



Conference on Trade and Development (UNCTAD) and the WTO, activities provided 1,300 public
and private sector users in 67 countries with access to powerful, user-friendly trade analysis tools
and databases. The Program developed a comprehensive strategy for USAID support to
developing country financial sectors, helped to build and strengthen economic policy and revenue
institutions in five countries, and developed a “tax benchmarking” tool for designing and
implementing tax reform activities worldwide. Efforts also resulted in the design and delivery of
12 groundbreaking assessments of “best practices” and other program tools in private sector
enterprise development, which will assist USAID Missions globally in the development of
appropriate economic growth initiatives.
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Summary: USAID's Energy and Information Technology (EIT) program aims to expand and
improve access to economic and social infrastructure, particularly energy and information and
communications technology (ICT). The program seeks to improve quality of life, increase
economic growth, and promote sustainable communities through: 1) increased use of
environmentally sustainable energy; and 2) expanded access to ICT services and their use
across sectors. This replaces SO 934-008 Technology Transfer; SO 934-003 Increased,
Environmentally Sustainable Energy Production and Use; and SO 935-004 Expanded Access to
and Application of Information and Telecommunications Services.

Inputs, Outputs, Activities:
FY 2005 Program: Expand and Improve Access to Economic and Social Infrastructure
($11,641,000 DA):

In the energy sector, EGAT will provide technical assistance to energy programs in critical
countries, including Iraq and Afghanistan. EGAT will support several U.S. Government initiatives,
including Methane to Markets, a partnership between developed and developing countries that
seeks to reduce global methane emissions, and the Presidential Clean Energy Initiative (CEI) and
the Global Village Energy Partnership, aimed at increasing access to modern and affordable
energy in underserved areas. In FY 2005, EGAT will pursue new public-private partnerships to
leverage additional resources for energy programs. Public-private partnerships to promote
industrial competitiveness will raise efficiency by applying environmental management principles
and reducing energy consumption, water usage, and materials demands. Working with the U.S.
Hydropower Council, EGAT will promote hydropower development with counterparts in Mexico,
India, and Central America. The ECOLINKS program, which seeks solutions to industrial and
urban environmental problems in the E&E region, will link counterparts in Romania, Bulgaria, and
the Central Asian Republics with U.S. businesses.

EGAT-supported information technology activities will continue to provide e-commerce, policy
reform, and small business training within the President's Digital Freedom Initiative (DFI),
expanding this program to additional countries in FY 2005. Support will continue for the U.S.
Telecommunications Training Institute (USTTI), whose corporate members provide IT training to
developing country counterparts, as well as for the Digital Opportunity through Technology and
Communication (DOT-COM) Alliance, a coalition of more than 75 partners, for enhancing
partners’ programs in information technology policy reform, access, and learning systems. The
Last Mile Initiative, launched in Ethiopia, Nigeria, Sri Lanka, Macedonia, Guatemala, and Peru
with the aim of providing the rural poor access to information and communications technology,
will expand to another 12 to 15 countries in FY 2005.

Principal contractors, grantees: Advanced Engineering Associates International, Nexant, PA
Government Services, CORE International, International Resources Group, Academy for
Educational Development (AED), Institute of International Education, U.S. Energy Association,
National Association of Regulatory Utility Commissioners, E+Co, OAS, Sandia National



Laboratory, Alliance to Save Energy, USTTI, U.S. Commerce and State Departments, Internews,
Education Development Center, SRA Inc., PADCO Inc., World Environment Center, U.S.
Hydropower Council, and SNC Telecommunication.

FY 2006 Program: Expand and Improve Access to Economic and Social Infrastructure
($10,630,000 DA):

In the energy sector, EGAT, along with other U.S. Government (USG) agencies, will participate in
the United Nations sponsored Commission for Sustainable Development, which will focus on the
themes of energy and climate change. EGAT expects to stay heavily engaged in USG initiatives,
such as Methane to Markets and Clean Energy Initiative (CEI). Demonstrated results from FY
2004 and FY 2005 pilots to improve access by urban and rural poor to modern energy services
will be shared with potential partners so efforts can be scaled up and new initiatives developed.
The program will explore working with USAID Missions to advance infrastructure development
through the development and implementation of country infrastructure action plans, innovative
financing arrangements, and private and public partnerships.

EGAT support for ICT activities, especially the implementation of the Last Mile and Digital
Freedom Initiatives, intends to expand access to and use of ICT and e-commerce to women,
farmers, and small businesses. EGAT would engage other donors and provide technical
leadership at the World Summit on Information Society in November 2005. With other U.S.
agencies, EGAT strives to build pro-competitive policy and regulatory capacity through USTTI
training activities. The Program will assist regional regulatory associations and offer regional
workshops focused on themes such as e-government, e-learning, cyber-security, and rural
access to telecom services.

Principal contractors/grantees: Same as above

Performance and Results: In FY 2004, the Program helped bring on-line 71 megawatts of grid-
connected energy. About 13,500 households, businesses, industries, schools, hospitals, and
community centers in poverty-stricken areas have better access to energy as a result. About
1,000 institutions improved operating practices and 20 governments adopted clean energy
policies. EGAT involved public and private actors in its programs and leveraged more than $114
million in additional resources. EGAT also helped design the Afghanistan and Iraq energy
programs, totaling approximately $1.6 billion.

More than 500 small and medium enterprises benefited from the Program's assistance to the
Digital Freedom Initiative. U.S. private sector volunteers contributed 3,300 days of assistance
and USAID missions $1.5 million in equipment. The Program's support for the Last Mile Initiative
attracted more than $13 million from other donors, host governments, and the private sector,
bringing IT to hundreds of remote communities. Leveraging USAID dollars 5-to-1, the Program
trained 288 participants, including 55 women, from 94 countries in telecommunications, Internet
technology, and ITC policy. The Telecom Leadership Program (TLP) supported negotiation and
implementation of free-trade agreements in Central America and Morocco and trained Iraqi
regulators. Under the DOT-COM Alliance, dot-ORG successfully piloted the use of palm
computers to register voters in hard-to-reach rural areas of Rwanda and enabled Internet access
via community centers for 20,000 new users in small towns in Mali.

In support of technology transfer, EGAT helped USAID/Jamaica design a $5 million Development
Credit Authority (DCA) project to finance improvements in productivity and energy efficiency for
small and medium enterprises, in partnership with the Jamaica Manufacturing Association and
national ministries. An EGAT-supported waste exchange program in Bolivia generated a new
plastic bottle recycling firm. EGAT helped USAID/Armenia develop a $14 million project to
address water and wastewater problems, and facilitated about $20 million in trade and investment
improvements through the ECOLINKS program.
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(in thousands of dollars)

905-111 Access to critical infrastructure increased, leading to improved quality of life, economic growth, and sustainable communities

Obligations Expenditures Unliquidated
O|AEEB O|AEEB O|AEEB
0|CSH O|CSH 0|CSH
0|DA 0|DA 0|DA
O|DFA O|DFA 0|DFA
Through September 30, 2003 olESE olESF olESE
O|FSA O|FSA O|FSA
0|IDA 0]IDA O|IDA
O|TI o|TI O|TI
O|AEEB O|AEEB
0|CSH 0O|CSH
12,251|DA 2,450|DA
: O|DFA O|DFA
Fiscal Year 2004 olESE olESF
O|FSA O|FSA
0|IDA 0]IDA
O|TI o|TI
O|AEEB O|AEEB O|AEEB
0|CSH O|CSH 0|CSH
12,251|DA 2,450(DA 9,801|DA
O|DFA O|DFA O|DFA
Through September 30, 2004 olESE olESF olESE
O|FSA O|FSA O|FSA
O|IDA 0]IDA 0|IDA
O|TI o|TI O|TI
O|AEEB
0|CSH
0|DA
Prior Year Unobligated Funds ODFA
O|ESF
O|FSA
O|IDA
O|TI
O|AEEB
0|CSH
11,641|DA
Planned Fiscal Year 2005 NOA O]DFA
O|ESF
O|FSA
O|IDA
O|TI
O|AEEB
0|CSH
11,641|DA
Total Planned Fiscal Year 2005 O]DFA
O|ESF
O|FSA
0|IDA
O|TI
Future Obligations Est. Total Cost
O|AEEB O|AEEB O|AEEB
0|CSH O|CSH 0|CSH
10,630|DA 47,136(DA 81,658|DA
. 0|DFA O0|DFA 0|DFA
Proposed Fiscal Year 2006 NOA olESE olESF olESE
O|FSA O|FSA O|FSA
0|IDA 0]IDA 0|IDA
O|TI o|TI O|TI

Economic Growth, Agriculture and Trade 05/05/27 PM 04:24




