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Appropriations for FY 2001
Foreign Operations, Export Financing, and Related Programs

Summary

The annual Foreign Operations appropriations bill is the primary legidative
vehicle through which Congress reviews the U.S. foreign aid budget and influences
executive branch foreign policy making generaly. It contains the largest share —
over two-thirds — of total U.S. international affairs spending.

President Clinton has asked Congress to appropriate $15.1 hillion for FY 2001
Foreign Operations, an amount about $1.6 hillion, or 12% higher than total FY 2000
appropriations, after adjusting FY 2000 to deduct the one-time, emergency $1.8 billion
aid packagefor Israel, Jordan, and Palestiniansin support of the November 1998 Wye
River/Middle East peace accord. (Including Wye River assistance in the FY 2000
totals, the FY 2001 request is roughly $210 million, or 1.4%, less than total FY 2000
enacted appropriations.) The largest increases at the account level are those for the
Export-Import Bank (+26%), USAID development assistance (+18%),
nonproliferation, terrorism, and demining (+44%), voluntary contributions to
international organizations (+45%), and multilateral development bank contributions
(+24%).

S. 2522, as approved by the Senate on June 22, provides $13.4 hillion for
FY 2001 Foreign Operations Appropriations. The measure is about $65million less
than FY 2000 enacted (after subtracting from FY 2000 the one-time, $1.8 bhillion
emergency Wye River aid package). The Senate bill fallsabout $1.7 billion, or 11%,
below the President’s FY 2001 request. A major new initiative in S. 2522 is the
creation of a Global Health account ($691 million) with specific earmarks for
HIV/AIDS, tuberculosis, malaria, and for aU.S. contribution to the Global Fund for
Children’ sVaccines ($50 million). Population aid wouldincrease by $110 millionand
anew set of conditions on family planning programs would effectively eiminate the
current abortion-related restrictions that Congress enacted for FY 2000.

H.R. 4811, as approved by the House on July 13, provides $13.1 hillion, about
$350 millionlessthan the FY 2000 enacted, and 13% lessthan the President’ srequest.
The bill maintains the FY 2000 funding level and abortion-related restrictions. At
$238 million, the hill provides most of the Administration’s FY 2001 request for debt
relief, but still fallswell short of the combined FY 2000/2001 debt reduction request
of $472 million.

Four issues in the FY 2001 Foreign Operations debate are receiving special
attention: 1) U.S. development aid policy and spending priorities; 2) population aid
andinternational family planning policy; 3) regional/country aidissuesand all ocations,
and 4) initiativesto reduce debt owed to the United States and other creditors by the
world' s poorest and most highly indebted nations.
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Appropriations for FY 2001
Foreign Operations, Export Financing,
and Related Programs

Most Recent Developments

On July13, the House approved (239-185) H.R. 4811, the FY2001 Foreign
Operations Appropriations, providing $13.1 billion, about $350 million less than the
FY2000 enacted (after adjusting for Wye River and Plan Colombia aid packages),
and $2 billion, or 13%, below the President’s $15.1 billion FY2001 request. The
House bill increases the President’s request for child survival and infectious disease
programs ($886 million) and international fund for Ireland ($25 million), and nearly
matches the FY2001 request for debt reduction ($238 million). The House bill
reduces the President’s proposed budget in many areas: aid to the former Soviet
Union ($740 million; -$90 million), Foreign Military Financing grants ($3.27
billion; -$228 million), the World Bank’s International Development Association
($566.6 million; -$270 million), and the Global Environment Facility ($35.8 million;
-$140 million). The House measure further continues current abortion restrictions
applied to USAID population aid.

On June 22, the Senate approved (95-4) S. 2522. (Subsequently, on July 18, the
Senate substituted the text of S. 2522 into H.R. 4811, and passed H.R. 4811.) The
$13.4 billion measure isabout $70 million less than FY2000 enacted (after excluding
from FY2000 the one-time Wye River/Middle East Peace $1.8 billion aid package
and the Plan Colombia supplemental). S. 2522 falls $1.7 billion, or 11%, below the
President’s FY2001 request. Most accounts are funded below the Administration’s
proposal. S. 2522 creates a new Global Health account at $691 million, parallel
with executive branch initiatives to increase funding for HIV/AIDS and other
infectious diseases. Population aid would increase by $110 million to about $482
million, but fall below the request of $541 million. A new set of conditions on
family planning programs would eliminate the current abortion restrictions that
Congress enacted for FY2000. Funding for USAID operating expenses, counter
narcotics, poor country debt relief, peacekeeping, and contributions to several
multilateral development banks are set below both FY2000 enacted and FY2001
requested amounts.

Introduction

The annual Foreign Operations appropriations hill is the primary legidative
vehicle through which Congress reviews and votes on the U.S. foreign assistance
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budget and influences executive branch foreign policy making generally. It contains
the largest share — about two-thirds — of total international affairs spending by the
United States (see Figure 1). The legidation funds al U.S. bilateral development
assistance programs, managed mostly by the U.S. Agency for Internationa
Development (USAID), together with severa smaller independent foreign aid
agencies, such as the Peace Corps and the Inter-American and African Development
Foundations. Most humanitarian aid activities are funded within Foreign Operations,
including USAID’ sdisaster program and State Department’ s refugee relief support.?
Foreign Operationsincludes separate accounts for aid programs in the former Soviet
Union (also referred to as the Independent States account) and Central/Eastern
Europe, activities that are jointly managed by USAID and the State Department.
Security assistance (economic and military aid) for Israel and Egypt isalso part of the
Foreign Operations spending measure, as are smaler security ad programs
administered largely by the State Department, in conjunction with USAID and the
Pentagon. U.S. contributions to the World Bank and other regional multilateral
development banks, managed by the Treasury Department, and voluntary payments
to international organizations, handled by the State Department, area so fundedinthe
Foreign Operations bill. Finaly, the legidation includes appropriations for three
export promotion agencies: the Overseas Private Investment Corporation (OPIC),
the Export-Import Bank, and the Trade and Development Agency.

From the perspective of congressional oversight and involvementinU.S. foreign
aid policy making, the Foreign Operations hill has taken on even greater significance
during the past 15 years. Congress has not enacted a foreign aid authorization hill
since 1985, leaving most foreign assistance programs without regular authorizations
emanating from thelegidative oversight committees. Asaresult, Foreign Operations
spending measures developed by the appropriations committees increasingly have
expanded their scope beyond spending issues and played a major role in shaping,
authorizing, and guiding both executive and congressional foreign aid and broader
foreign policy initiatives. It has been largely through Foreign Operations
appropriations that the United States has modified aid policy and resource allocation
priorities since the end of the Cold War. Thelegidation has aso been akey tool used
by Congress to gpply restrictions and conditions on Administration management of
foreignassistance, actionsthat havefrequently resultedinexecutive-legidativeclashes
over presidential prerogatives in foreign policy making.

!Although the Foreign Operations appropriations hill is often characterized as the “foreign
aid” spending measure, it does not include funding for all foreign assistance programs. Food
aid, administered under the P.L. 480 program and managed by USAID, isappropriated in the
Agriculture appropriationshill. Furthermore, the Foreign Operationsmeasureincludesfunds
for one activity—the Export-Import Bank—that is not regarded as “foreign assistance,” but
rather asa U.S. government activity promoting trade opportunities for American businesses.
In recent years, funding for food aid and the Eximbank have been about the same, so that the
Foreign Operations appropriation and the official “foreign aid” budget are nearly identical.
Throughout this report, references to Foreign Operations and foreign aid are used
interchangeably.

2 Another international humanitarian aid program —food assistance or P.L. 480 title | grants
—isfunded under the Agriculture appropriations hill.
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Status

Figure 1. International Affairs Budget

International Affairs Budget Request - FY2001
Discretionary Budget Authority by Appropriation Bills

Foreign Operations
$15.11 billion 66.4%

Agriculture-Food aid
$0.84 billion 3.7%

State Dept/Commerce
$6.82 billion 29.9%

An additional $14.5 million for the US Institute for Peace is in the Labor/H bill.

President Clinton submitted his FY 2001 federal budget request to Congress on
February 7, 2000, including funding proposal sfor Foreign Operations Appropriations
programs. Subsequently, House and Senate Foreign Operations Subcommitteesheld
hearings, including testimony from Secretary of State Albright, Treasury Secretary
Summers, and USAID Administrator Anderson. The Senate Appropriations
Committee bypassed subcommittee markup, and ordered reported S. 2522 on May
9. Becauseof disputes over scheduling and the opportunity by the minority to offer
amendments to other legidation, the Senate delayed taking up S. 2522. Those
problems were settled and the Senate approved S. 2522 on June 22. The House
Foreign Operations Subcommittee marked up its companion bill, H.R. 4811, on June
20, followed by full Committeeapproval on June27. TheHouseapproved H.R. 4811
on July 13.

Table 1. Status of Foreign Operations Appropriations, FY2001

Subcommittee Conf. Report
Markup House | House | Senate | Senate | Conf. Approval Pres.
Report |Passage| Report | Passage| Report Action
House|Senate House | Senate
June June 27 May 11
20 | — |106-720| MY 13| 106-001 [ 1€ 22
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Foreign Operations Funding Trends

As the United States has adjusted its foreign and defense policy to a post-Cold
War environment, one of the mgjor foreign assistance challenges for Congress and
executive branch policymakers has been to formulate the most effective foreign aid
program amidst a tightening resource base. A dominant characteristic of Foreign
Operations funding trends in the most recent years has been the degree to which
foreign policy contingencies and international disasters have created demands for
additional resourcesbeyond those originaly requested by the President. Congresshas
approved substantial amounts for FY 1999 and FY 2000 through “emergency” or
supplemental appropriation mechanisms, amounts that are over and above what is
enacted in “regular” Foreign Operations bills.

After peaking at $20.7 billion in FY 1985, Foreign Operations appropriations
began a period of decline, faling to about $12.3 billion in FY1997. Foreign aid
spending cuts were especialy sharp in FY 1996 when Congress cut funding by $1.15
billion, nearly 9% from the previous year. Many government and non-government
expertsargued that these budget reductions seriously undermined U.S. foreign policy
interests and limited the ability of American officials to influence overseas events.

After Foreign Operations funding levels fell again in FY 1997 — although by
much smaller amounts — the State Department and other executive agencies
launched an aggressive campaign to reverse the decade-long decline in the foreign
policy budget. Thiseffort coincided with congressional approva of anear $1 billion
increase for FY 1998, setting Foreign Operations appropriations at $13.15 billion.
Foreign Operations fundsrose again to $15.4 billion in FY 1999 when lawmakers, at
the urging of the White House, added nearly $900 millioninthefina days of the 105"
Congress and another $2.1 hillion for Central American hurricanerelief and Kosovo
emergency assistance in supplementa funding.

Table 2. Foreign Operations Appropriations, FY1994 to FY2000
(discretionary budget authority in billions of current dollars)

FY1994  FY1995  FY1996 FY1997  FY1998  FY1999* FY2000*

14.298 13.611 12.456 12.267 13.147 15.439 16.487

* FY 1999 excludes $17.861 billion for the IMF; FY 2000 includes $1.825 hillion for the one-time,
Wye River/Middle East peace accord and $1.094 billion enacted in P.L. 106-246 for supplemental
Foreign Operation funds, mostly for Plan Colombia.

Amountsenacted for FY 2000 —$16.5 billion—were al so augmented by late-year
“emergency” add-ons recommended by the President, including $1.8 hillion for the
WyeRiver/Middle East peace accord and $1.1 billion supplemental assistance, mostly
for anew counternarcoticsinitiativein Colombia. Asshownin Table 2, the amount
for FY 2000 isthe highest in six years and the largest funding level, in nomina terms,
for Foreign Operationssince FY 1985. Nevertheless, when calculated using constant
dollars — taking into account the effects of inflation — current Foreign Operations
amounts are 47% less than the high point of FY 1985, 15% less than the annual
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average appropriation during the late 1980s, and 3% less than FY 1992, a year that
might be considered the first post-Cold War foreign aid budget. FY 2000 Foreign
Operations spending level represents 0.91% of the entire federal budget and 2.8% of
total discretionary budget authority. By comparison, these same figuresin FY 1985
were 2% and 4.6%, respectively.

Data Notes

Unless otherwise indicated, this report expresses dollar amounts
in terms of discretionary budget authority. The Foreign Operations
Appropriations bill includes one mandatory program that is not
included in figures and tables — USAID’ s Foreign Service retirement
fund. The retirement fund is scheduled to receive $44.6 million for
FY 1999.

In addition, funding levels and trends discussed in this report
exclude U.S. contributionsto the International Monetary Fund (IMF),
proposals that are enacted periodicaly (about every five years) in
Foreign Operationshills. Congressapproved $17.9 billionfor theIMF
in FY1999, the first appropriation since FY1993. Including these
large, infrequent, and uniquely “scored” IMF appropriations tends to
distort a general analysis of Foreign Operations funding trends.
Although Congress provides new budget authority through
appropriationsfor thefull amount of U.S. participation, thetransaction
is considered an exchange of assets between the United States and the
IMF, and results in no outlays from the U.S. treasury. In short, the
appropriations are off-set by the creation of a U.S. counterpart claim
on the IMF that is liquid and interest bearing. For more, see CRS
Report 96-279, U.S. Budgetary Treatment of the International
Monetary Fund.

Foreign Operations, the FY2000 Budget Resolution, and Section
302(b) Allocations

Usualy, Appropriation Committees begin markups of their spending bills only
after Congress has adopted abudget resolution and funds have been distributed to the
Appropriations panels under what is referred to as the Section 302(a) alocation
process, a reference to the pertinent authority in the Congressional Budget Act.
Following this, House and Senate A ppropriations Committees separately decide how
to alot the total amount available among their 13 subcommittees, staying within the
functional guidelines set in the budget resolution. This second step isreferred to as
the Section 302(b) allocation. Asnoted above, foreign policy funds are appropriated
within four billswith Foreign Operations having the largest share of around 67-70%
in most years.

How much foreign policy money to allocate to each of the four subcommittees,
and how to distribute the funds among the numerous programs remain decisions
exclusvely reserved for the Appropriations Committees. Nevertheless, overall
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cellings set in the budget resolution can have significant implications for the budget
limitations within which the Foreign Operations subcommittees will operate when
they meet to mark up their annual appropriation bills.

The FY 2001 budget resolution that cleared Congress on April 13 (H.Con.Res.
290) strongly indicated that the Foreign Operations subcommittees would receive a
significantly reduced Section 302(b) allocation from that assumed in the President’s
budget. H.Con.Res. 290 sets a $20 hillion target for total internationa affairs
discretionary budget authority, a figure about 12% below the request.?

On May 4, House and Senate Appropriations Committees released Section
302(b) funding alocations for each of their 13 appropriation bills. In the House,
Foreign Operations programs received $13.28 billion, sharply below the President’s
$15.1 billion request ($14.8 billion if Plan Colombiafundswere enacted, asthey were,
in FY 2000; see footnote 3). The allocation is over $3 billion less than total amounts
approved for FY 2000 and $213 million below the* base” FY 2000 appropriation, after
deducting the Wye River/Middle East peace money. The Senate panel approved a
dightly higher Foreign Operations level — $13.39 hillion. But this would still be
insufficient to fund increases sought for FY 2001, and at best, would result in an
overal total dightly below a*“freeze’ as compared to the FY 2000 “base” amount.

Practicesinthe past few yearssuggest, however, that theinitial 302(b) allocation
for Foreign Operations, as well as other spending bills, may change significantly,
especially at the latter stages of the appropriations debate. Last year, House and
Senate Foreign Operations Subcommittees received allocations of $12.6 billion and
$12.7 billion, respectively, levels which established the ceiling for House and Senate
passed bills (H.R. 2606 and S. 1234). Nevertheless, following a Presidential veto of
H.R. 2606 because of low funding levelsand continued White House pressuretoraise
foreign aid spending, during end-of-the session negotiations, Congress agreed to
$15.3 billion for Foreign Operations. Much of the additional funds were designated
as“emergency” appropriations, amountsthat did not count against alocation limits.

While the early 302(b) alocation for Foreign Operations has resulted in House
and Senate bills of around $13.3 billion, the Administration is certain to press for
additional funding throughout the process. Asthey have the past two years, Foreign
Operations spending issues could be significant matters of debate in any fina budget
“deal” negotiated at the end of the 106™ Congress should lawmakers and the White
House reach an impasse on one or more of the 13 appropriation measures.

% The FY 2001 budget resolution assumed that Congress, would enact, asiit did, funding for
the entire Plan Colombia counternarcoticsinitiative as an FY 2000 budget item, including the
$256 million proposed for FY2001. Using this assumption, the $20 billion for International
Affairsis 11% less than the President’ s request.
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Foreign Operations Appropriations Request for FY2001
and Congressional Consideration

President Clinton has asked Congress to appropriate $15.1 billion for FY 2001
Foreign Operations. Therearetwo basic waysinwhichto comparethisproposal with
current spending. Thefirstisto makeastraight comparison between enacted FY 2000
Foreign Operationslevelsand the FY 2001 request. Using these reference points, the
FY 2001 budget recommendation isabout $1.4 billion, or 8% less than total FY 2000
appropriations. Another means of comparison, and one that is frequently used by
congressional Budget and Appropriations Committees, is to compare funding for
foreign aid programs continuing from year to year, that would deduct appropriations
provided under special circumstances, such as emergency requirements, one-time,
unique initiatives, or supplemental funding. For FY 2000, Congress approved under
an emergency designation aone-time, $1.8 billion aid packagefor Israel, Jordan, and
Palestiniansin support of the November 1998 Wye River/Middle East peace accord.
Congress further enacted in P.L. 106-246 an additional $1.1 billion in FY 2000
Foreign Operations supplementa spending, mostly for counternarcoticsin Colombia.
Under this second comparison approach, which adjusts the FY 2000 appropriation
level from $16.5 hillion to $13.5 billion, the FY 2001 Foreign Operations request is
12% higher than current spending.

Major Changes to Current Funding Proposed for FY2001

The President’ s budget plan would raise funding levelsfor nearly every Foreign
Operationsaccount. Those receiving the largest increases or which represent special
Administration initiatives include:

e Export-Import Bank — The $214 million, or 26% funding increase for
Eximbank activities in FY 2001 may actually support a smaller level of U.S.
exports than in FY 2000, according to the Administration. OMB hasissued a
new risk assessment methodol ogy, effectivefor FY 2001, which determinesthe
amount of appropriated funds necessary to back Bank lending and insurance
operations. Because of higher risk levels for some potentia countries,
Eximbank estimates that the FY 2001 appropriation will fall 14.5% below the
equivalent current appropriation.

® USAID development assistance — Overal bilateral development aid would
grow by nearly $350 million, or 18%. Most of the increase would support
Administration initiatives to bolster family planning programs (+45%),
HIV/AIDS funding (+39%), and democracy promotion (+24%), and to
launch two new environmental activities protecting tropical forests and
promoting cleaner energy sources. (See more below under special issues.)

® Debt reduction for poor developing nations — The FY 2001 request includes
$262 million for debt reduction, most of which would support U.S.
participation in the Heavily Indebted Poor Country (HIPC) initiative. Thisis
more than double debt reief appropriations for FY 2000, although Congress
rejected a $210 million supplemental request for a U.S. contribution to the
HIPC Trust Fund. (See more below under special issues.)
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Table 3. Summary of Foreign Operations Appropriations
(Discretionary funds—in millions of dollars)

A FY2000 | FY2001| FY2001 | FY2001| FY2001

Sl e ¢ Preg Eir Enacted | Request| Senate | House | Enacted
Title | - Export Assistance 599.0 845.0 636.0| 606.5 -
Title 1l - Bilatera Economic Aid| 9,595.6 | 9,017.9| 7,947.3| 8,106.0 -
Development aid 2,179.4 | 2,565.0] 2,393.3| 2,359.0 -
Africa aid 737.8 837.0 - - -
Israel/Egypt economic aid 1,676.4 | 1,535.0]1 1,535.0] 1,535.0 -
Former Soviet Union 839.0 830.0 775.01 740.0 -
Debt reduction 123.0 262.0 75.0] 238.0 -
Intl Narcotics control 305.0 587.0 220.01 305.0 -
Plan Colombia 1,018.5 - - - -
Title 11 - Military Assistance 4,992.0 | 3,709.0] 3,659.0| 3,433.2 -
Israel/Egypt 3,160.0 | 3,220.0] 3,220.0] 3,280.0 -
TitlelV - Multilatera Aid 1,302.0 | 1,550.0| 1,205.9] 996.2 -
Intl Organizations 183.0 206.0 178.0] 188.0 —

Total Foreign Operations 16,488.6 |15,121.9| 13,424.2113,141.9

Total, without FY00 Supp. 13,495.1 |15,121.9] 13,424.2113,141.9 -

Source: H.R. 4811 and S. 2522.

Note: For comparative purposes and to conform to the account structure of the FY 2000 enacted
Foreign Operations, some funding in the FY 2001 request and Senate bill have been shifted:
UNICEF, GAVI, Inter-American Foundation, and African Development Foundation amounts
requested for FY 2001 are included in development aid under title I1. Senate funding for UNICEF,
approved intitle IV, is also shifted to development aid in title 11.

o Nonproliferation, Anti-terrorism, Demining, and Related Programs
account (NADR) — The Administration seeksa$136 million, or 63% increase
for an assortment of counterproliferation and anti-terrorism programs in
FY2001. Of special note is the doubling of resources for activities aimed at
fighting terrorists, including money to establish a new anti-terrorism training
facility for foreign officials. The account aso projects a $20 million increase
—to $55 million — for payment of heavy fud oil to North Korea as part of the
Korean Energy Development Organization (KEDO) designed to block North
Korea's nuclear weapons development program. A June 5, 2000 budget
amendment added $41.2 million to the account for a contribution to the costs
of the trial in the Netherlands of the Lockerbie bombing suspects.

e Voluntary contributions to International Organizations — The FY 2001
reguest increases U.S. contributionsto about 20 organizations by $83 million,
or 45%. Nearly all of the additional resources would support the U.N.
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Development Program (+$10 million) and a new Global Alliance for
Vaccines and Immunizations (GAVI) initiative ($50 million). The U.N.
Population Fund (UNFPA) contribution would remain the same at $25
million.

o Multilateral Development Bank contributions — Overall, the budget
proposes a $235 million, or 24% increase for U.S. commitmentsto the World
Bank and regiona multilatera development banks (MDBs). Most of the
additional funding ($140 million) would go to the Global Environment
Facility, an organization for which the United States hasfdleninto significant
arrears due to congressional reductions in recent years.

Congressional Debate on Foreign Operations Spending

Summary of Debate. Thefirst congressional action on the Foreign Operations
Appropriations for FY 2001 occurred on May 9 when the Senate Appropriations
Committee marked up and reported S. 2522. The legidlation aso includes FY 2000
supplemental funding for various Foreign Operations programs.* The full Senate
approved the measure on June 22. The House Foreign Operations Subcommittee
marked up its companion bill, H.R. 4811, on June 20, followed by full Committee
endorsement on June 27. The full House approved the measure on July 13.
Subsequently, the Senate took up H.R. 4811 on July 18, deleted the House-passed
text, and inserted the text of S. 2522. Conference negotiations will be the next
legidative step.

Senate action. As approved by the Senate, S. 2522 provides $13.4 billion for
Foreign Operations programsin FY 2001. Theamount isabout $110 millionlessthan
FY 2000 enacted, after subtracting from FY 2000 the one-time, $1.8 billion emergency
ad package for lIsrael, Jordan, and the Palestinians in support of the Wye
River/Middle East Peace Accord, and the recently approved supplemental.> The
Senate recommendation fallsabout $1.7 billion, or 11%, below the President’ s $15.1
billion FY 2001 request. Nearly every account is funded below the Administration’s
request, and several are reduced from FY 2000 enacted amounts:

e USAID operating expenses ($510 million) is $10 million below enacted and
requested amounts. At thislevel, USAID would most likely face the choice

4 FY 2000 supplemental funds will most likely be deleted from S. 2522 during subsequent
action. The House earlier had approved a separate supplemental funding measure — H.R.
3908 — but Senate leaders decided to attach all supplemental proposals to regular FY 2001
appropriation bills, including Foreign Operations. On June 29, Congress cleared for the
White House H.R. 4425 (P.L. 106-246), the FY 2001 Military Construction Appropriation,
including $1.094 billion in Foreign Operations supplemental money. The conference
negotiationson H.R. 4425 reflected Senate positionstakenin S. 2522 regarding supplemental
funding, and presumably these matters will not be an issue for the regular FY 2001 Foreign
Operations conference committee deliberations.

® Without adjusting for the FY 2000 Wye River aid and the supplemental amount, S. 2522 is
about $3 hillion less than the current level.



CRS-10

of reducing plans for growth in either staff salaries and benefits, overseas
support costs, or information technology enhancements.

former Soviet aid ($775 million) declinesby about $65 million compared with
enacted and proposed levels. But because earmarks in S. 2522 for Ukraine
(%175 million), Georgia ($94 million) and Armenia ($89 million) are dightly
higher than amounts requested, the overall account shortfal likey will fal
most heavily on aid to Russia, proposed at $162 million.

Inter-American Foundation receivesno fundinginS. 2522 for FY 2001. The
legidation further authorizes, but doesnot require, the President to abolishthe
Foundation. Last year, Congressal so authorized the President to terminatethe
| nter-American Foundation, appropriating $5 million for the small, grassroots
development organization, an amount believed to be sufficient to cover
existing grantsand contract obligations, and to conclude any other outstanding
operations of the Foundation. The President, however, did not exercise this
authority, and requested $20 million for FY2001 programs. The Senate
Appropriations Committee believes that there will be enough funds carried
forward into FY 2001 that would cover Foundation termination costs.

Peace Corps. Asproposed by the Committee bill, Peace Corps funds ($220
million) would fdl below FY2000 enacted ($245 million) and FY 2001
requested ($275 million), and would undermine Administration efforts to
achieve a 10,000 Peace Corps volunteer target. During floor debate, an
amendment (Dodd) was approved, providing an additional $24 million to be
drawn from other parts of the bill and allowing Peace Corps levelsto reman
at roughly the FY 2000 level.

Debt reduction resources to support the Heavily Indebted Poor Country
Initiative (HIPC) —$75 million — are significantly lessthan the combined $475
million FY 2000 supplemental/FY 2001 request. The most immediate effect
would beto delay final debt relief for Bolivia because of funding shortfallsin
the HIPC Trust Fund. (See below under Major Spending and Policy Issues.)

International narcotics control appropriations($220 million) areroughly $90
million below enacted and requested amounts. This would not affect Plan
Colombia, which is funded elsewhere, but would cut by nearly one-third
continued funding for other anti-drug initiatives.

Peacekeeping operations funds ($85 million) are well below FY 2000 ($153
million) and FY2001 proposed ($134 million) amounts. The Senate
Appropriations Committee assumes no funding for operations in Haiti ($4
million). Cutsrecommended in S. 2522 might also jeopardize Administration
plans to support OSCE activities in Kosovo and train and equip an African
crisis peacekeeping force.

World Bank, International Development Association (IDA) contribution
of $750 million would add about $85 million to arrears owed by the U.S. S.
2522 further cuts funding for the Globa Environment Facility, Asian
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Development Bank, African Development Fund, and other multilateral

organizations.

In a few areas, S. 2522
increases Foreign Operations
spending over enacted amounts,
supporting in  some cases
Administration priorities. The
major Senate Committee
initiative is the creation of a
Global Health account within
development assistance
spending. This account, which
incorporatesmuch, although not
al of the current Child Survival
and Infectious Disease fund,
represents a comprehensive
funding approach to protect
global health, attack poverty,
and snield Americans from
infectious diseases easily
transmitted across borders. The

FY?2000 Supplemental

On June 29, Congress passed an $11.2
billion supplemental spending measure (P.L.
106-246; H.R. 4425), including $1.094 billion
in Foreign Operations funds. Most of money —
$1.019 billion—supportsthe full FY 2000/2001
Administration request for a counternarcotics
initiative in Colombia. The legidation also
provides $50 millionin additional economic aid
to Kosovo, Croatia, and Montenegro ($251
millionrequested), and $25 million for southern
Africa flood relief ($200 million requested).
H.R. 4425 further regjects the President’s
supplemental request for a $210 million
contribution to the HIPC Trust Fund, an
initiative to provide multilateral debt relief to
the world’ s poorest nations.

$691 million appropriated in S.

2522 (including a Senate floor amendment adding $40 million to the Committee
recommendation) provides earmarks for HIV/AIDS ($255 million), malaria ($65
million), tuberculosis ($51 million), and a U.S. contribution ($50 million) to the
Globa Fund for Children’s Vaccines. For another key economic aid issue —
population assistance —S. 2522 earmarks $425 million within devel opment program
funding which, when combined with resourcesfrom other accounts, would total about
$482 million. Thisis$110 million higher than current spending, but bel ow therequest
of $541 million. S. 2522 further replaces current abortion-related restrictions that
apply to FY 2000 funds with language that would permit the White House to restore
previous family planning policy inwhich no U.S. funds can be used for performing or
promoting abortions, but no conditions are imposed on how foreign organizations
spend funds raised from non-U.S. Governments sources. (See below under Major
Funding and Policy issuesfor more discussion of development assistance population
ad.)

House action. Asapproved by the Houseon July 13, H.R. 4811 provides $13.1
billion, about $350 million less than the FY 2000 Act (after subtracting from FY 2000
the one-time, $1.8 billion Wye River/Middle East peace aid package and the recently
enacted supplemental), and $2 billion, or 13%, below the President’s $15.1 hillion
FY 2001 request.

Asisthe case with the Senate hill, many accounts fal below the Administration
request:

e USAID development assistance (other than Child Survival) ($1.258
billion) is roughly $250 million below the request.
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® USAID operating expenses ($509 million) is $11 million bel ow enacted and
requested amounts. As noted above, USAID would confront several options
to cut operations in order meet the reduced appropriation.

e former Soviet aid ($740 million) declinesby about $95 million compared with
enacted and proposed levels. The House panel alocates apercentage (12.5%)
of the account total for Armenia and Georgia, resulting in Smilar amounts as
earmarked by the Senate. The House bill, however, does not earmark funds
for Ukraine, providing somewhat more flexibility for the State Department in
making its country allocations for Russia and other former Soviet states.

e Foreign Military Financing (FMF) was reduced during House debate by
$242 millionto $3.268 hillion, $270 million below the request. The cutswere
part of off-set packages that allowed for an increase in debt reduction and
HIV/AIDS funding. Not only would the House-passed amount squeeze FMF
requests for new members of NATO, Partnership-for-Peace nations, and
Jordan, but aso fals $12 million below the combined $3.28 billion request for
Israel and Egypt.

e \World Bank, International Development Association (IDA) contribution
of $566.6 million is about $270 million below the requested amount. The
House measure further reduces by significant levels proposed U.S.
contributions to the Globa Environment Facility, Asian Development Bank,
African Development Fund, and other multilateral organizations. Overall, the
House measure includes $1 billion for multilateral assistance, one-third less
than requested and 25% below current amounts.

As has been the case in House Foreign Operations spending billssince 1995, the
legidation places priority on child survival and infectious disease activities. The
House hill approves $886 million, $74 million above the request and $117 million
higher than existing levels.

Initidly, H.R. 4811, as reported, had provided $82.4 million in debt reduction
resources to support the Heavily Indebted Poor Country Initiative (HIPC), a level
that, like the Senate’'s, was well below the combined $475 million FY2000
supplemental/FY 2001 request. During floor debate, the House adopted an
amendment (Waters, 216-211) that raised this amount to $238 million, $24 million
below the FY 2001 request, but still far less than the combined request.

Major Policy and Spending Issues in the Foreign
Operations Debate

In addition to funding decisions made by Congress in the Foreign Operations
appropriation hill, the annual spending measure aso includes a wide range of policy
provisionsthat frequently raise contentiousforeign policy disagreements between the
President and Congress. As mentioned above, because Congress has not enacted
foreign aid authorization bills for over a decade, the Foreign Operations
appropriationslegidation often becomesthe vehiclefor debate on the conduct of U.S.
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foreign policy more generaly. Many of these policy provisions take the form of
conditions or restrictions on how the President can use money included in the
spending hill. Many of these provisions are opposed by the Administration as
excessively limiting its ability to manage American foreign policy. The legidative-
executive policy differences have in the past delayed the enactment of the Foreign
Operations bill or have prompted a presidential veto.

Among themaost significant funding and policy issuesrai sed during congressional
debate this year on the Foreign Operations appropriation measure are conflicting
executive-legidative branch development assistance strategy priorities and new
Administration initiatives, restrictions on international family planning programs,
regiona and country aid allocations, and efforts by the Administration to secure
funding to reduce debt burdens of the poorest devel oping countries.

Development Aid Policy Priorities

Since the end of the Cold War, arecurring debate has focused on what should
replace the anti-communist foreign aid rationale of the past 50 years. A more
fundamental question raised by some, especidly critics of development assistance, is
whether the United States needsto maintain an active, globally focused economic aid
program. Many of thesecriticsarguethat aid can betransformed into asmaller, more
targeted, and often privatized instrument to support only the highest priority U.S.
foreign policy interests.

Although there has been no definitive consensus on priorities, the Clinton
Administration has strongly supported the retention of an activist foreign aid policy
which can be used to bolster a variety of U.S. foreign policy initiatives around the
world. Inearly 1994, USAID released itsblueprint for apost-Cold War devel opment
aid policy, based around the goal of “ sustainable development,” and itsfour strategies
of promoting economic growth, stabilizing globa population, protecting the
environment, and advancing democracy. Morerecently, USAID added afifth strategy
aimed at developing human capacity through education.

Since adopting these strategiesin 1994, USAID hasmaintained that they operate
asinter-linked, mutually reinforcing elementsof an overall U.S. effort to promote the
advancement of market economies and democratic transitionsin devel oping nations.
Officidsarguethat U.S. aid isjustified until countries reach a point of sustainability
that no longer requires external aid. Funding reductions, congressional restrictions,
and fluctuating Administration priorities, however, haverequired USAID to alter the
mix of resources devoted to each of the strategies, raising questionsover whether the
integrative, mutually reinforcing rational e can be maintained. Congress, for example,
limited development aid for population programsin FY s1996-2000 to roughly two-
thirds of the amount provided in FY 1995. (See below for more discussion on family
planning restrictions.) Further, the State Department’ s Bureau of Global Affairs has
in the past placed a high priority on environment programs and pressed USAID to
allocate the maximum amount possibleto such activities. Asaresult, theenvironment
sector of sustainable development has not declined as much as it might have
otherwise.
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Table 4. USAID Sustainable Development Programs
(in millions of dollars)

FY1999 FY2000 FY2001
Goals/Targets Estimate Estimate Request
$s | %oftota| $s | % of tota $s | % of tota
Economic Growth* 416 | 23.3% | 411 22.9% 445 20.8%
Micro enterprise* 70 3.9% 83 4.6% 73 3.4%
Agriculture 134 7.5% 152 8.5% 153 7.1%
Private markets 214 | 12.0% | 259 14.4% 292 13.6%
Population/Health 846 | 47.3% | 856 47.7% | 1,053 49.2%
Child Survival 276 | 15.4% | 248 13.8% 236 11.0%
HIV/AIDS 135 7.5% 175 9.7% 244 11.4%
Family Planning 339 | 189% | 328 18.3% 484 22.6%
Infectious Diseases 50 2.8% 62 3.5% 54 2.5%
Human Capacity/Basic 131 7.3% 143 8.0% 146 6.8%
Environment 248 | 13.9% | 253 14.1% 333 15.6%
Global Climate Change| 88 4.9% 106 5.9% 109 5.1%
Biodiversity/Trop. 62 3.5% 62 3.5% 100 4.7%
Clean Energy initiative 0 0.0% 0 0.0% 30 1.4%
Democracy 148 8.3% 132 7.4% 164 7.7%
Total Sustainable 1,789| 100.0% | 1,795| 100.0% | 2,141| 100.0%

Source: USAID. Amountsin thistable only apply to USAID “development aid” programs and do
not include funds used for the same purposes, although to a lesser extent, in other accounts,
including Economic Support Fund (ESF), East Europe and former Soviet aid programs. For
example, USAID estimatesthat it will spendin FY 2000 $372.5 millionacrossall accountsfor family
planning programs, about $200 million across all accounts for HIV/AIDS, and $299 million for
agriculture.

* Although most funding for Micro enterprise programsis drawn from the Economic Growth sector,
small amounts are derived from the other sustainable development programs. Consequently, totals
for the Economic Growth goal exceed the sum of the three components of micro enterprise,
agriculture, and private markets for FY 2000 and FY 2001.

A central theme for the past five years has been differences between Congress
and the executive branch regarding funding levels for programs supporting child
survival, basic education, and effortsagainst HIV/AIDS and other infecti ous diseases.
Despite cutting overall development aid in FYs1996-1997 by about 23% from
FY 1995 levels, Congress earmarked children and disease programs at amounts equal
to or somewhat greater than those allocated in FY 1995, making the cuts on all other
elementsof sustainabledevel opment closer to 30%. CongressreducedthePresident’s
FY 2000 development aid request by $80 million overall, but lawmakers set funding
targets for child survival and infectious disease activities $18 million higher than
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proposed. Asaresult, USAID cut funding for economic growth programs by $49
million, environment projects by $37 million, and democracy promotion activities by
$18 million below what the agency had planned for FY 2000.°

Congressional proponents of the child survival priority argue that even though
budget pressures require the United States to reduce or hold the line on foreign aid
spending, the protection of children remains a core American value demanding that
cuts should be implemented without putting at risk the lives and well-being of small
children in developing nations. They further point out that the spread of infectious
diseases poses a direct threat to U.S. citizens, and that American national interests
require continued support for global effortsto reduce or eliminate such illnesses.

Although agreeing with the importance of child survival and infectious disease
programs, USAID officials apply a broader definition to the terms, arguing, for
example, that efforts to protect small children go well beyond immunizations and
access to other hedlth services. The quality of a child's life, they assert, dso is
determined by an array of other factors, including the degree of relative stability in
society, protection of the surrounding environment, access to adequate shelter, and
implementation of sound economic policies that will ensure jobs and economic
opportunitiesinthefuture. Consequently, they contend, that the“ squeeze” that these
targets place on other areas of sustainable development partialy undermines the
success of other programs that benefit children.

FY2001 Request. As has been the pattern the past few years, USAID’s
sustainable development request for FY 2001 reduces or maintains at current levels
funding for several congressional priorities whileincreasing development aid overall
by $335 million, or 18.5%. The $2.14 billion request would cut funds for child
surviva programs by $12 million and infectious diseases, other than HIV/AIDS, by
$8 million from FY 2000 appropriations.” The proposed budget further reduces
development aid funds supporting micro enterprise assistance by $10 million and
holds spending steady for agriculture and food security programs.® Both of these
latter activities are targets of specia congressional interest.

® Sel ected elementsof economic growth programsthat havebroad congressional support, such
as microenterprise and agriculture activities, were unaffected by reductions e sawherein this
sector.

"USAID’ schild survival budget, however, when combined with appropriations for UNICEF
and a planned $50 million U.S. contribution to the Global Alliance for Vaccines and
Immunization (GAV1) initiative that is funded under the multilateral assistance title, boosts
overall U.S. funding for child health and survival efforts by about 10%.

8 Although microenterprisefundsunder the devel opment aid account decline, USAID saysthat
it will maintain the current year overall target of $135 million for FY 2001, drawing on funds
from ESF and other accounts, and local currencies that are generated from certain types of
USAID programs. For agriculture and food security programs, however, overall USAID
spending, across al accounts, will decline from about $299 million this year to $272 million.
This is largely due to a shift in program emphasis in Egypt, where less ESF funding in
agriculture is projected. Congress has recommended a $305 million target for agriculture
resources across al accounts the past two years.
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USAID requestssignificantincreasesfor several other sustainableactivities, plus
funding to launch afew new initiatives:

e Effortsto strengthen private markets, including devel oping theprivate sector,
promoting trade, assisting privatization activities, and advancing fiscal policy
and financial sector reformswould receive $292 million, a$33 millionincrease
over current spending;

® Programscombating the spread of HIV/AIDS, especialy in Africa, areamajor
priority of the Administration, both within USAID and across other Federal
agency budgets, including Health and Human Services, Center for Disease
Control, and DOD. Vice President Gore announced in January 2000 that the
United States would increase spending to $325 million in FY 2001, up $100
million from existing levels, for AIDS education, prevention, and treatment in
Africa, India, and other areas. HIV/AIDS funding from USAID development
aid accountswould grow by nearly $50 million, or 28% in FY 2001. Congress
has also made AIDS funding a priority in recent years. Numerous bills have
been intrtg)duced in 2000 supporting and/or expanding the Administration’s
initiative.

® Population assistance represents the largest single funding increase for
FY 2001, rising by $156 million, or 48% from current amounts. (Across all
USAID accounts, population aid would grow from $372.5 million to $541.6
million.) Last year, the White House reluctantly accepted new congressional
restrictions on abortion and digibility of foreign family planning organizations
implementing USAID population programs. The Administration wants to
restore family planning assistance funding to levels enacted for FY 1995, the
year before Congress and the Presi dent began to engagein contentious debates
over abortion and international family planning. (See next section for further
discussion on thisissue.)

e Environmental fundingwould grow significantly under the Administration’s
request — up $80 million (32%) from existing amounts. M ost of the additional
resources would target two initiatives. Last year, Congress directed USAID
to restore biodiversity funding to the same proportion of development
assistancefundsit received in FY 1995. Althoughit appearsthat USAID’ s$62
million alocation for FY 2000 fallswell short of the roughly $99 milliontarget
under the proportional requirement, biodiversity funds, combined withthenew
tropical forestry initiative, would grow to $100 millionin FY 2001. Thiswould
be roughly the same dollar amount of funds programmed for biodiversity in
FY 1995. Nevertheless, it representsonly about 4.6% of total development aid
resources, faling short of the 5% alocation six years ago. USAID is aso
launching a new, $30 million clean energy initiative.

® Seg, for example, H.R. 3826/S. 2387, H.R. 4039/S. 2030, H.R. 4038/S. 2032, S. 2026,
H.R. 4140, and subtitle D, title 2 of S. 2382. For more information regarding these
initiatives, see CRS Issue Brief 1B10050, AIDS in Africa, by Raymond Copson.
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Congressional action. The Senate approved hill, S. 2522, sets sustainable
development assistance funding roughly mid-way between FY 2000 enacted and
FY 2001 requested levels. The $2.17 billion appropriation (an amount that for
comparative purposes includes UNICEF contributions), is nearly $230 million, or
12%, higher than current spending. The centerpiece of the Senate proposal is the
creation of anew $691 million account for Global Health. The Global Health account
replaces the Child Survival and Infectious Disease line-item in the FY 2000 measure,
incorporating most, although not all, child-related programs.®® In several respects,
the new account supports many of the fundinginitiatives proposed in other legidation
(seefootnote 9) and inthe Administration’ srequest. Committee earmarksand report
recommendations allocate resources for several priorities:

e HIV/AIDS —$255 million, up from $175 million thisyear, and higher than the
FY 2001 request of $244 million.

® Tuberculosis — $51 million, more than three times the current $15 million

allocation.

Malaria — $65 million, over four times the FY 2000 $15.6 million amount.

GAVI contribution — $50 million, as requested.

Polio — $30 million, dightly higher than the amount currently spent.

Maternal health—$50 million, plusadditional resourcesto reduce pregnancy-

related deaths.

For other non-health devel opment activities, S. 2522 directs that USAID allocate at
least $310 million (acrossdl accounts) for agriculture programs, alevel dightly higher
than current and requested amounts. Population assistance would a so increase under
S. 2522, dthough not to the level proposed by the Administration (see below for
more details).

Although earmarks and directivesin S. 2522 protect and increase resources for
Senate priorities, especialy in the heath area, the overal funding level for USAID
sustainable development programs will result in cuts for other, non-earmarked
activities, such as those for private markets and democracy promotion. USAID
calculates that development programs not earmarked in S. 2522 would be cut by
about 21% from FY 2000 allocations and by nearly one-third from the FY 2001
request.

H.R. 4811 would provide $2.1 hillion for sustainable development activities,
about $25 million less than the Senate. The House measure maintains the Child
Survival/Disease account at $886 million, an increase of $159 million over amounts
enacted in FY2000. Program recommendations in the House measure include:

Child survival and materna health —$290 million.
Vulnerable children — $30 million.
HIV/AIDS — $254 million.

Polio — $25 million.

Maaria— $27 million.

10 Basic education, for example, is not included in the Global Health account, but is funded
at $100 million ($98 million enacted and requested) within regul ar development aid resources.
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e Tuberculosis— $55.1 million.
® Basic education — $103 million (plus $15 million in other accounts).
e UNICEF contribution — $110 million.

Although the House continuesits practice of recent years of providing higher funding
for children activities and cutting requests for other development objectives, the
Committee’s report acknowledges the need for broader social and economic
development. The Committee encourages USAID to increase spending on economic
growth and private sector programsaimed at increasi ng the number of jobs, educating
the population, and providing better health care in developing nations. The House
panel further encourages increased funding for agriculture activities and a
microenterprise program of $152 million. Nevertheless, with the number of earmarks
and prioritiesin the children and health sectors endorsed by the House panel, USAID
would most likely need to make substantial reductions in a variety of non-health
program areas.

Population and Family Planning Assistance

Another aspect of the discussion regarding policy prioritiesof U.S. development
aid isthe continuing controversy regarding international family planning restrictions.
For FY 2001, the President seeks $541.6 million for USAID population programs, a
$169 million, or 45% increase over FY2000 levels. The White House further
proposes a$25 million U.S. contribution to the U.N. Population Fund (UNFPA), the
same as appropriated for thisyear. U.S. international family planning programs had
been one of the largest growth areas of the foreign aid budget in the early 1990s.
From an average of about $250 millioninthelate 1980s, FY 1995 spending across dl
Foreign Operations accounts totaled approximately $541 million. In the following
years, when Congress deadlocked over abortion-related restrictions and U.S.
population aid policy, a situation that blocked movement of the entire Foreign
Operations bill, lawmakers adopted interim provisions that, among other things,
strictly limited the amount of funding for USAID family planning programs. The
appropriation cap of $385 million enacted in each of FY 1997-2000 is roughly two-
thirds the amount provided in FY 1995.

The principa dispute over population assistance, however, goes well beyond
funding issues, centering more directly on abortion-related activities of foreign
recipientsof USAID grants. For over 15 years, Congress has engaged in contentious
debates over U.S. international family planning policy, often as part of the Foreign
Operations Appropriations.

Family Planning and Abortion Restrictions. The debate over international
family planning policy and abortion began nearly three decades ago when Congress
added a provision to the Foreign Assistance Act of 1961 prohibiting the use of U.S.
appropriated funds for abortion-related activities and coercive family planning
programs. During the mid-1980s, in what has become known as the “Mexico City”
policy (because it was first announced at the 1984 Mexico City Population
Conference), the Reagan, and later the Bush, Administrations restricted funds for
foreign non-governmental organizations (NGOs) that wereinvolved in performing or
promoting abortions in countries where they worked, even if such activities were
undertaken with non-U.S. funds. Several groups, including International Planned
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Parenthood Federation-L ondon (IPPF-London), became ineligiblefor U.S. financial
support. In some years, Congress narrowly approved measures to overturn this
prohibition, but White House vetoes kept the policy in place. President Clinton in
1993 reversed the position of his two predecessors, alowing the United States to
resume funding for dl family planning organizations so long as no U.S. money was
used by those involved in abortion-related work.

During the past five years, the House and Senate have taken opposing positions
on the Mexico City issue that in each case held up enactment of the find Foreign
Operations spending measure. The House position, sponsored by Representative
Smith (N.J.) and others, supported reinstatement of the Mexico City policy restricting
U.S. ad funds to foreign organizations involved in performing abortions or in
lobbying to change abortion lawsor policiesinforeign countries. The Senate, on the
other hand, has rejected in most cases House provisions dealing with Mexico City
policy, favoring a position that leaves these decisions in the hands of the
Administration. Moreover, Administration officials routinely said that President
Clinton would veto any billsthat included the House-passed Mexico City restrictions,
athreat he carried out in October 1998 when herejected | egidation authorizing family
planning programs that included Mexico City policy (H.R. 1757).

Unable to reach an agreement satisfactory to both sides, Congress adopted
interim arrangements for FY 1996-1999 that did not resolve the broad population
program controversy, but permitted the stalled Foreign Operations measure to move
forward. Theannua “compromise” removed House-added Mexico City restrictions,
but reduced population assistanceto $385 million, and in several years, “metered” the
availability of the funds at arate of one-twelfth of the $385 million per month.

The FY 2000 debate, however, concluded far differently than the previous four
years. As Congress and the White House searched in November 1999 for a final
FY 2000 budget agreement, international family planning and population aid issues
became one of the last and most contentious aspects of the negotiations.
Congressiona leaders insisted that if the President wanted Congress to approve
legidation authorizing the payment of nearly $1 billion of U.S. arrears owed to the
United Nations, the White House must also accept revised Mexico City language
adding abortion restrictions to U.S. population assistance policy. In order to remove
the obstacles to U.N. arrears payments, a reluctant President Clinton agreed to the
abortion restrictions, marking the first time that Mexico City conditions had been
included in legidation signed by the President. (Enacted in the Foreign Operations
Act for FY2000, H.R. 3422, incorporated into H.R. 3194, the Consolidated
Appropriations Act for FY 2000, P.L. 106-113).

Under the terms of Section 599D of H.R. 3422, private foreign non-
governmental and multilateral organizations must certify that they neither perform
abortions or lobby to change abortion laws in foreign countries in order to receive
USAID population aid grants in FY2000. Section 599D allows the President to
waive the certification requirement for up to $15 million in grants to groups that
would otherwise be indigible, but with the penalty that $12.5 million of the $385
million population aid appropriation would be transferred to child health programs.
The restrictions apply only to FY 2000 and will expire on September 30, 2000.
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Oneday after sgning thelegidation, the President exercised hiswaiver authority
(November 30, 1999), thereby reducing FY 2000 population aid funds to $372.5
million. He further instructed USAID to implement Section 599D in away that will
minimize the impact on U.S. funded family planning programs. Under agency
guidelines, all non-U.S. NGOs (whether non-profit or for-profit) and multilateral
organizations that are prime contractors, grantees, and cooperative agreement
recipients must certify (and collect the same certification from their sub-contractors)
that they will not engageinthreetypesof activitieswith either USAID or non-USAID
funds from the date they sign an agreement to receive FY 2000 USAID population
funds through September 30, 2001

e perform abortions in a foreign country, except where the life of the mother
would be endangered, or in cases of forcible rape or incest;

e violatethelawsof aforeign country concerning the circumstances under which
abortion is permitted, regulated, or restricted; or

e attempt to ater the laws or governmental policies concerning circumstances
under which abortion is permitted, regulated, or restricted.

If an organization declinesto certify, or does not return the certification form, it will
be indligible to receive FY 2000 USAID population funds.

It is likely to be several more months before the full implications of the new
population aid provisions can be evauated. A key issue will be whether the $15
million in total grants allowed under the waiver authority will be sufficient to cover
al foreign organizations that decline to certify regarding their involvement in
abortion-related activities. Although there is great uncertainty about how many
groups have not responded because they disagree with the certification terms, | PPF-
L ondon and the World Health Organization haverefused. At somepoint, USAID will
review the cases of al foreign organizations that have not responded or declined to
certify, and decide how to allocate the $15 million available to such groups. At
present, agency officials believe that they will not exceed the $15 million cap.

Critics of the certification requirement oppose it on severa grounds. From an
administrative standpoint, they say it will increase USAID costs to manage family
planning programs because of the additional paperwork and delay implementation of
projects. (USAID has contracted with John Snow, Inc. to track the certification
process.) They further believe that family planning organizations will cut back on
services because they are unsure of the full implications of the restrictions and do not
want to risk losing digibility for USAID funding. Opponents also believe the new
conditionswill underminerelations between the U.S. Government and foreign NGOs
and multilateral groups, creating a situation where the United States challengestheir
sovereignty on how to spend their own money and imposes a so-called “gag” order
on their ability to promote changes to abortion laws and regulations in developing
nations. The latter, these critics note, would be unconstitutional if applied to
American groups working in the United States. Supporters of the certification
requirement argue that even though permanent law bans USAID funds from being
used to perform or promote abortions, money isfungible; that organizationsreceiving
American-taxpayer funding can smply use USAID resources for permitted activities
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while diverting money raised from other sources to perform abortions or lobby to
change abortion laws and regulations. The certification process, they contend, stops
the fungibility “loophole.”

President Clinton says he will oppose any attempt to extend the abortion
restrictions beyond September 30, 2000. Supporters of his position have introduced
several bills that would effectively reverse the Mexico City language, by either:

e making thedigibility requirementsfor NGOs and multilateral organizationsno
more restrictive than those that apply to foreign governments (H.R. 3634 and
S. 2380);

e subjecting foreign groups (concerning the use of non-USAID funding for
advocacy and lobbying activities) to the same restrictions imposed on U.S.
NGOs, and maintaining their digibility so long as these groups do not engage
in health or medical servicesin violation of the laws of the country in which
they operate or which would violate U.S. law if provided here (H.R. 4211).

Supportersof the certification processare pressing for continuation of therestrictions
in the FY 2001 funding bill in order to further institutionalize them.

UNFPA Issues. Congress further enacted for FY 2000 restrictions on U.S.
contributions to the U.N. Population Fund (UNFPA). During the Reagan and Bush
Administrations the United States did not support UNFPA, a policy reversed by
President Clintonin 1993. At issue are UNFPA programsin China, acountry where
there have been continuing reports for many years of coercive family planning
practices. During the mid-1990s, Congress reduced UNFPA contributions by the
amount the organization spent in China, but when UNFPA ended its China program
in 1997, the controversy subsided. UNFPA, however, reinstituted activitiesin China
soon thereafter, resulting inthe withholding in FY 1998 of $5 millionfor UNFPA and
the enactment for FY 1999 of atotal prohibition onthe U.S. $25 million contribution,
so long as the organization remained active in China. Congress restored the $25
million earmark for UNFPA in FY 2000, but under termsthat required a deduction of
$3.5 million (the cost of UNFPA'’s program this year in China).

Coercive Family Planning Practices and Peru. A new eement in the family
planning issue added during the FY 1999 debate emerged following reports that Peru,
where USAID has population aid programs, had established national targetsfor tubal
ligations and vasectomies There were aso alegations that some Peruvian health
workers may have conditioned the receipt of food and medical care on the acceptance
of sterilizations. USAID maintains a policy of strict voluntarism for family planning
programsit supports, and opposesthe use of performance-based quotasystems. The
Agency says that Peru’s government has instituted significant reforms in its family
planning programs, including criteria that ensure voluntary informed consent. To
reinforce U.S. policies opposing programs based on coercive practices or quota
systems, Congress adopted for FY 1999 an amendment by Representative Tiahrt that
more precisaly definesthe term, voluntary family planning programs, and establishes
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criteriafor USAID to apply regarding the voluntary nature of its population projects.
These same provisions were continued in the FY 2000 appropriation.™

Congressional action. S. 2522 earmarks$425 millionfor population assistance
out of development assistance funding, alevel, when combined with resources from
other accounts, would provide about $482 millionfor family planning activities. This
issignificantly higher than for FY 2000, but below the Administration’s $541 million
request.

On the issue of abortion conditions, section 590 of S. 2522 deletes restrictions
applying to FY2000 funds, substituting language that would have the effect of
restoring previous Clinton Administration policy on foreign NGOs and multilateral
organization eigibility for USAID population aid grants. Specifically, the conditions
stipulate that such organizations:

e shal not be subject to requirements regarding how they use non-U.S.
Government funds for advocacy or lobbying activitiesthat are morerestrictive
that those that apply to U.S. NGOs which receive economic aid grants; and

e ghdl not beineligiblefor USAID grants solely on the basisof health or medical
services provided with non-U.S. Government funds so long as such services
do not violate the laws of the country inwhich they are provided or would not
violate U.S. Federa law if provided in this country.

It isgenerally held that under the Constitution, U.S. NGOs cannot be restricted from
using their own funds to advocate policy positions they support. The first new
condition would essentially extend that protection to foreign NGOs and multilateral
organizations. The second condition would not disqualify an organization from
receiving USAID grants for performing abortions with its own money if abortion or
whatever medical service it provided was lega in the country in which it operated,
and that the service would be legal in the United States if performed here.

H.R. 4811 would make no change in current law, alowing the restrictions
established inthe FY 2000 appropriationsto continue. During subcommittee markup,
the Foreign Operations panel rejected (7-8) an amendment by Representative Lowey
to remove the abortion restrictions from the bill. A similar amendment during full
Committee mark-up also failed 26-34, and, on the House floor, another amendment
was rejected (Greenwood, 206-221) that would have removed the restrictions. H.R.
4811 further continuescurrent conditionson UNFPA contributions. Thebill provides
$385 millionfor popul ation assistance, far bel ow the President’ s$542 million request.
Based on reports of continuing coercive family planning practicesin Peru, the House
measure requires a series of new investigations and reports by USAID and its
Inspector General in an effort to strengthen application of the Tiahrt amendment, not
only in Peru, but in dl countries where USAID maintains family planning programs.

" For more information, see CRS Issue Brief 1B96026, U.S. International Population
Assistance, Issues for Congress, by Larry Nowels.
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Regional Allocations of U.S. Foreign Aid

Although the Middle East has received by far the largest proportion of U.S.
assistance over the past three decades — 55-60% of bilateral aid appropriated in
Foreign Operations spending measures in most years— allocations to other regions
have fluctuated considerably, especialy since the end of the Cold War. Asia, which
received substantial assistance in the 1980s associated with the presence of U.S.
military basesin the Philippines, had its share drop from 16% to 4% by thelate 1990s.
Latin America, had its share fall from 16% to 6% following the end of conflict in
Central Americaintheearly 1990s. Africa sproportion has remained about the same
— 7-9% — a development that disappointed those who argued that the world's
poorest region should receive higher priority, especialy with the reduction in
emphasis on security assistance. U.S. aid to the emerging democracies and market-
oriented economiesin Eastern Europe and theformer Soviet Union, wherethe United
States had no programs prior to 1990, grew to represent over 16% of American
bilateral assistance funded in the Foreign Operations bill by the end of the decade.

A number of observers, including some Membersand congressional committees,
believed these shifts in regional aid alocations had swung too far. This was
particularly true in the cases of Asia and Latin America, given the Asian financial
crises and significant U.S. interests in promoting economic development in Latin
America in order to counter the trend of rising illegal immigration to the United
States. Foreign Operations appropriation measuresin recent years have emphasized
the need to maintain or increase assistance especialy to Latin America, and more
recently, to the Philippines, Thailand, and Indonesiawhichwere most directly affected
by the regional economic downturn. Others argued that not enough has been
reallocated to Africato meet the region’s unmet needs and to promote future U.S.-
African trade opportunities.

Table 5. Regional Allocations of U.S. Aid
(In millions of dollars; % of bilateral total in Foreign Operations)

FY1999 FY2000 FY2001
Actual* Estimate** Request

$s 9% oftotal] $s % oftotal| $s %o of total

Africa 884  89% | 899  76% |1018 11.1%
Asia 367 37% | 431  37% | 568  6.2%
E. Europefformer Soviet | 1,653  16.7% | 1586 13.4% [1643 17.9%
Latin America 1535 155% 1,786 151% | 754  8.2%
Middle East 5463  55.2% |[7103 60.2% |5216 56.7%
Total, Bilateral Aid 9902 100.0% (11,805 100.0% [9,199 100.0%

Source: USAID. Amounts in the this table exclude food aid funded in the Agriculture
Appropriations measure.

* FY 1999 includes Central America hurricane reconstruction ($613 million).
** FY 2000 includes supplemental funding for Plan Colombia ($1.1 billion), Balkan aid ($50
million), and southern Africaflood relief ($25 million).
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When the share of bilateral Foreign Operations funding for the Middle East
exceeded 60%, some in Congress began promoting the view that there should be
some limits to the amount provided. If the Administration wanted to pursue new
Middle East peaceinitiatives using foreign aid as an implementing tool, they argued,
resources should be found either within existing Middle East programs or provided
on top of overall aid appropriations, rather than being taken from other regions.

Accordingly, for FY 1998 Congress took steps to legidate a cap on Foreign
Operations resources for the Middle East. At the initiative of Representative
Callahan, Chairman of the House Foreign Operations Subcommittee, lawmakers
stipulated inthe FY 1998 funding measure (Section 586 of P.L. 105-118) that selected
Middle East nations and regional programs could not receive more than $5.4 billion
of thetotal appropriation. For FY 2000, the Middle East aid cap was|owered to $5.3
billion. Shortly after Congressinitiated aMiddle East aid celling, Israel put forthin
January 1998 a plan to cut aid received from the United States over the next ten to
twelve years. Under the Isragli plan, the United States would reduce economic aid
by $120 million each year for about ten years, while increasing military assistance by
$60 million annualy. At the end of the period, Israel would be receiving an annual
appropriation of $2.4 billion in military aid but no longer receiving any economic
assistance. If done over aten-year period, U.S. aid to Israd would fall $60 million
each year in net terms, with atotal savings of $600 million by 2009. Since FY 1999,
Congress has supported the $60 million net reduction of aid to Isradl, also adding a
similar $40 million economic aid cut for Egypt.

The President’s FY 2001 Foreign Operations request reflects several of these
regional allocation views expressed by Congress in recent years. Highlights of the
Administration’s recommendations include the following.

Creation of the Development Fund for Africa Account.? After a 5-year
absence, the President proposesto re-establish aseparate Foreign Operations account
for African aid and to increase bilateral funding (including economic and military
assistance) by 16% over FY2000 levels. In the late 1980s, Congress and the
Administrationlaunched ajoint initiativeto create special legidativeauthority for U.S.
economic aid to Africa. The Development Fund for Africa (DFA — authorized in
Chapter 10 of the Foreign Assistance Act of 1961) was intended to extend more
flexibility to USAID program managers and to protect aid resources for Africafrom
being transferred to other regions as new foreign policy crisesunfolded. At its peak,
the United States channeled about $800 million annually through the DFA.

Although the DFA authorization law remained in force, Congress ended the
practice of adirect DFA appropriation in FY 1996, funding Africa sassistance out of
worldwide development aid and child survival accounts. Following President
Clinton’svisitto Africain 1998, during which he pledged to restore U.S. aid to higher
levels provided in previous years, the Administration proposed a direct DFA
appropriation account for FY 2000. Congressrejected the DFA recommendation but

12 For more details on U.S. assistance to Africa, see CRS Issue Brief 1B95052, Africa: U.S.
Foreign Assistance Issues, by Raymond Copson.
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approved sufficient development funds so that Africa slevel grew from $703 million
in FY 1999 to $737 million estimated for FY 2000.

The FY 2001 request once again seeksthe restoration of the DFA account, that
when combined with child surviva funds, would alocate $836 million to Africa, an
increase of $99 million. While some of the additional assistance would support the
HIV/AIDS initiative, family planning and other hedth activities would receive
substantial increases. Therequest for activitiesfinanced under the Economic Support
Fund, an aid account used for political and security purposes, rises by one-third over
FY 2000, largely for democracy and economic growth initiatives for countries in
trangition. Military aid would grow from about $20 million this year to $27 million,
with the largest increase for stabilizing regional security Stuations through the
promotion of democratic transition within the militaries of countries such as Nigeria,
and to assist African forces participate in regiona peacekeeping operations. Nigeria,
which is one of the State Department’s four worldwide aid “focus’ countries for
FY 2001 (along with Ukraine, Indonesia, and Colombia) would be the largest ($81
million) African recipient of economic and military assistance (excluding food aid),
followed by Uganda ($54 million), Mozambique ($47 million), and Ethiopia ($41
million).

Increased Funding for Asia. The FY2001 foreign aid budget proposes
significant increasesin assistance programs throughout the Asian region. The $568
million requested is nearly $137million, or 32% higher than alocations for FY 2000.
Thisfollows a 17% increase this year for Asia compared with FY 1999. The higher
amounts would be drawn in roughly equal levels between development and ESF
accounts. Of particular priority are economic growth programs aimed at helping
economicrecovery insoutheast Asia. Indonesia, another of the Administration’ sfour
ad “focus’ countries, would be by far the largest recipient of U.S. economic
assistance ($130 million). Another $10 million is scheduled for East Timor. India
($72 million), Bangladesh ($69 million), and the Philippines ($45 million) follow as
other leading economic aid recipients in the region. For each of these three, the
FY 2001 proposed allocations are roughly 50% higher than those for FY 2000.

Modest Increases for Most Latin America Programs; Major
Counternarcotics Initiative for Colombia. Aid dlocations for Latin America
surged in FY 1999, largdly dueto the $613 millionemergency relief package approved
to ad the victims of Hurricane Mitch that struck Central America in late 1998.
Assistanceto the region increased again for FY 2000 due to a $1.1 hillion add-on for
counternarcoticsinColombia. For FY 2001, regular economic, anti-drug, and military
assistance for Latin America would total $754 million. Counternarcotics aid
continues to be a primary focus of assistance to Latin America, accounting for 29%
of total resourcesin the FY 2001 request.

Overshadowing continuing Latin American aid programs has been the
FY2000/2001 $1.1 hillion counternarcotics initiative for Colombia and other drug
producing nations in the region. (Including resources requested from Defense and
Justice Department budgets, “Plan Colombia,” astheinitiative hasbeenlabeled, totals
$1.272 hillion over two years) The major, and arguably most controversia
component ($600 million) of theinitiativeis” Pushinto Southern Colombia,” designed
to help the Colombian government extend anti-drug efforts throughout southern
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Colombia where coca cultivation is expanding and where Colombian guerrillas
operate. Thiswould include training and equipping two new army counternarcotics
battalions and purchasing Black Hawk and Huey helicopters to transport them. On
June 29, Congress cleared for the White House (P.L. 106-246) a $1.3 billion
supplemental for Colombia ($1.1 billion in Foreign Operations funds) that closely
matches the President’ s funding request but imposes anumber of policy changesand
conditions on the assistance.®

Peru and Bolivia, each scheduled to receive $98 million in FY 2001, top the list
of Latin American aid recipients projected for next year. Haiti ($51 million) and
Guatemala ($50 million) are also prominent aid recipients planned for FY 2001.
Colombia, however, has emerged in recent years as one of the main benefactors of
U.S. assistance worldwide, representing the fifth largest recipient in FY 1999 behind
Israel, Egypt, Jordan, and Ukraine. With passage of the counternarcoticsinitiative,
Colombia has become the third top aid recipient worldwide for FY 2000.

Middle East Aid Reduced Slightly for FY2001. The President’s FY 2001
foreign aid request for the Middle East reduces dightly — from $5.278 billion to
$5.216 hillion— U.S. assistance to the region when compared with regular programs
for FY2000 (excluding Wye River accord funding). This is largely the result of
continuing for the third year the ten-year plan to downsize aid to Israel and Egypt.
The $2.82 hillion for Isragl would be $60 million less than earmarked for this year,
and the $1.996 billion for Egypt is$40 million below current levels.** Enactment for
FY 2000 of aone-time, $1.8 billion Wye River/Middle East peace accord aid package
supporting Israel, Jordan, and the Palestinians, pushed total Middle East aid levelsfar
higher this year. No equivalent initiative is proposed for FY2001. Palestinian
assistance for next year is scheduled for $100 million, up from the FY 2000 $85
million regular program.

Another e ement of the FY 2001 Middle East recommendation concerns Egypt’s
request to receive part of itsmilitary assistance early inthe fiscal year rather than over
amuch longer period of time as payments become due for defense purchases. For a
number of years, Congress has directed that economic and military aid for Israel be
disbursed within the first month of a new fiscal year, alowing Israel to invest the
funds and earn interest prior to using the money to service debt owed to the United
States and make payments on military procurements. Last year, the Administration
asked Congress to allow Egypt to receive $475 million in “early disbursements,” an
actionthat would haveincreased Foreign Operationsoutlays by an equiva ent amount.
With extremely tight limits on outlays for FY 2000, the Appropriation Committees
could not accommodate the request. Instead, however, Congress added $25 million
for Egypt under the Wye River aid package, an amount roughly equal to theinterest
Egypt would have gained from an early disbursement. For FY2001, the

3 For more on Plan Colombia, see CRS Report RS20451, Colombia: Fact Sheet on U.S.
Assistance and Legislation, by Nina Serafino.

14 Because of a0.38% across-the-board rescission for FY 2000, aid to Isragl and Egypt was
reduced dightly below what was earmarked in the Foreign Operations A ppropriations, 2000.
Thecutsinaid proposed for FY 2001 are actually somewhat less after deducting the FY 2000
rescission amounts.
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Administration is proposing a somewhat different mechanism to achieve the same
purpose: that Egypt receive by October 31, 2000 (or within 30 days of enactment of
the appropriation, whichever islater) the amount of military aid that OMB estimates
will be disbursed to Egypt throughout FY2001. Egypt will place the funds in an
interest-bearing account at the Federal Reserve, and earn about $25 to $30 million
during the course of the year. The advantage of this plan from a budget standpoint
isthat it would not increase outlays over what is currently projected.

Table 6. Leading Recipients of U.S. Foreign Aid: FY1999 - FY2001
(Appropriation Allocations; $sin millions)

FY1999 FY?2000 FY2001
Actual Allocation Estimate
|srael 2,940 4,069* 2,820
Egypt 2,076 2,054* 1,996
Colombia 210 55** 296
Jordan 298 428* 229
Ukraine 212 167 180
Kosovo 80 160** 175
Russia 165 184 168
Indonesia 58 95 130
West Bank/Gaza 75 485* 100
Bolivia 91 84 99
Peru 109 83 98
Bosnia 197 101 94
Georgia 93 112 91
Nigeria 24 58 8l
Armenia 8l 104 76
India 45 49 73
Bangladesh 438 49 71

*Includesregular amountsfor Israel, Egypt, Jordan, and the Palestinians, plustheWyeRiver
peaceaccord: |sragl—$1.2 billion; Egypt—$25 million; Jordan—$200 million; Pal estinians-$400
million.

** Once allocated, FY 2000 supplemental funds will increase amounts for these countries.

Note: Data exclude food aid, a program not appropriated in the Foreign Operations bill.
With food aid included, therank order above would change somewhat. Food aid for FY 2001
includes Peru—$30 million; India-$92 million; Bangladesh-$43 million; and Bolivia-$22
million. Moreover, because of alargefood aid programs, Ethiopiaand Haiti would a so rank
among the lower 5 of thistop 17 list.
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Flat Budget Request for Russia and Other Former Soviet States; Increase
for Kosovo. After several yearsof disputes between Congressand the President over
proposals to sharply increase assistance to Russia and the other nations comprising
the former Soviet region, the Administration’s FY 2001 request of $830 million for
economic assistanceisnearly identical to amountsallocated for thisyear. Distribution
among recipients, however, changes somewhat from FY 2000. Russia shilateral aid
would fdl from $178 million to $162 million, while Ukraine, another Administration
aid “focus’ country, would see its assistance rise from $160 million to $171 million.
U.S. assistance to Armeniaand Georgia, countries which have received higher levels
in the past because of congressional earmarks, would be cut in FY 2001, to $75
millionand $86 million, respectively. Thesereductions, aswell asthosefor Russiaand
Moldova, would be offset by increases for most other former Soviet states, with
Azerbaijan growing from $31 million to $55 million.™

For other former eastern bloc and European countries, the FY 2001 request
proposes an increase of $57 million, or 10% in economic aid, primarily to extend
additional support to Kosovo, Croatia, and Montenegro. Foreign Military Financing
grants would nearly double to $95 million, with levels for new NATO members
Poland, Hungary, the Czech Republic rising by 50%. Partnership for Peace countries
are scheduled to receive $62 millionin FMF grantsfor FY 2001, up from $33 million
thisyear. 1

Congressional action. S. 2522 and H.R. 4811 make several changes to the
Administration’s regional and country aid proposals.

Africa. Neither bill re-instates the Development Fund for Africa, as requested,
but funds development programs for sub-Saharan Africa out of the worldwide
development assistance and global health/child survival accounts. Because of the
overall development aid funding levels, it might be expected that the Senate bill would
result in Africa development aid alocations somewhere between the current $738
million level and the proposed $837 millionfor FY 2001. Theemphasisin S. 2522 on
health and family planning programs, however, might lead USAID officiasto allocate
amounts approaching the $837 million request since some of the world’ s most severe
health problems occur in Africa. H.R. 4811 requires that USAID allocate the same
proportion of development aid to Africa that it did for FY2000, a provision that
would result in somewhat higher spending for Africain FY 2001.

Asia. Whileitisunclear how much of thefundsin S. 2522 and H.R. 4811 might
be alocated for Asia, both measures include directives for specific countries and
activities. Senate Appropriations Committee specified in its report and bill:

e Burma-—directsthat $6.5 million, asrequested, be provided to Burmese exiles
and refugees for education, health care, and political initiatives.

15 For more information, see CRS Issue Brief IB95077, The Former Soviet Union and U.S.
Foreign Assistance, by Curt Tarnoff.

* For more information, see CRS Report RL30453, Kosovo: Reconstruction and
Development Assistance, by Curt Tarnoff.
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e Cambodia — recommends $20 million (up from $16.8 million requested)
addressing HIV/AIDS, education, and environmental needs, but avoiding
direct assistance to the central government.

® |ndonesia— encourages the policies of Indonesian President Wahid, but does
not propose a specific amount of assistance.

e East Timor — earmarks $25 million for reconstruction and income-generating
projects, higher than the $10 million request.

The House Appropriation Committee directs USAID to place emphasis on trade and
investment programs for Asia and to alocate $60 million, as requested, for such
purposes in the region for FY 2001.

Latin America. S. 2522 prohibitsany additional assistance to the Government
of Haiti includedinthisor any previousappropriationsact, until the Secretary of State
reportsthat Haiti hasheld free and fair elections to seat anew parliament. H.R. 4811
places high priority on Latin American funding levels, directing that the
Administration alocate at least the same amounts in FY 2001 for the region asit did
for thisyear. The House measure also places conditions on aid to Haiti.

Middle East. Both House and Senate bills continue the 10-year phased
reductioninaidto Isragl and Egypt, asproposed inthe FY 2001 request, and support
the Administration’ s request to allow Egypt to receive some military assistance early
in the fiscal year. S. 2522 also directs that $25 million be provided for programs
benefitting the Iragi people, $15 million of which must go for food, medicine, and
other humanitarian purposes.

|srael’ s possible $250 million saleto Chinaof an airborne early warning aircraft
became a significant issue during House Committee consideration of the
appropriations measure. Because of the proposed transfer of the Phalcon airborne
radar system, ddivery of which was expected in October 2001, Chairman Callahan
offered a provision withholding $250 million in FY2001 aid to Isragl, until the
Secretary of State certified that the sale was terminated or it did not pose a national
security threat. Theamendment wasdefeated (6-9). Chairman Callahan proposedthe
same amendment at full Committee markup, but the House panel approved a
substitute amendment expressing the “sense” of Congress that the China sale could
threaten both Taiwan and the United States and urged Israel to terminate the sale.*”
On Jduly 12, Israel announced it had cancelled the sale.

Independent States of the Former Soviet Union and East Europe. S. 2522
reduces funding for the former Soviet aid account to $775 million while increasing
amounts for Eastern Europe to $635 million. The likely effect of these actions will
beto reduceallocationsfor Russiaand increase amountsfor Montenegro and Croatia.
The Senate bill includes severa country earmarks that would set funding at or above
amounts proposed by the President:

" For more discussion of this issue, see CRS Report RS20583, Israel’s Sale of Airborne
Early Warning Aircraft System to China, by Clyde Mark.
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Ukraine — $175 million earmark, up from the $173.5 million request.
Armenia— $89 million earmark, up from the $75 million proposal.
Georgia— $94 million earmark, higher than the $85.8 million request.
Montenegro — $89 million, as proposed for FY 2000/2001.

Croatia— $60 million, nearly equal to the combined FY 2000/2001 request.

For other countries, S. 2522 limitsaid alocations or attaches conditions that must be
met prior to distributing the funds:

® Russia — hdf of aid allocated to the Russian central government must be
withheld until the President certifiesthat Russiahas ended its nuclear training
and technical assistance programswith Iran; further, no funds can be all ocated
to the Russian central government until the Secretary of State certifiesthat the
Russian government iscooperating with international investigations of alleged
war crimes in Chechnya and is permitting aid organizations full access to
refugees and displaced persons in Chechnya. A floor amendment (Helms),
waivable on national security grounds, would reduce aid to the central
government by the amount of loansit providesto Serbia, and another (Smith,
NH) expresses the “sense” of Congress that the President instruct U.S.
representativesto theinternational financia institutionsto opposefutureloans
if Russia delivers SS-N-22 missilesto China. S. 2522 further earmarks $10
million for NGOs providing humanitarian aid in Chechnya and Ingushetia

® KO0sovo — no assistance can be made available for Kosovo until the Secretary
of State certifiesthat U.S. obligationsand expenditures of fundsdo not exceed
15% of total amounts from al donors.

e Bosnia—limitsto $75 million ($90 million requested) FY 2001 assistance.

H.R. 4811 would provide $740 million for the former Soviet Union and $535
million for East Europe. The bill would alow an additional $50 million in foreign
currency to be used for assistance programs. No former Soviet country could receive
more than 25% of the account, and Georgia and Armeniawould each receive $92.5
million. Aid to the central government of Russia would be subject to a number of
conditions, including the FY 2000 language on the transfer of nuclear technology to
Iran. Aidto Kosovo, aswasthe casein FY 2000, would be limited to 15% of pledges
and $150 million.

Debt Reduction Initiatives for Poor Countries*®

Providing debt relief to poor devel oping nations that borrowed in the past from
the United States, other creditor governments, and international financia institutions
emerged as one of the key foreign aid issuesin 1999 and continues as a White House
priority this year. At the Cologne Summit in June 1999, G-7 |leaders endorsed a

8 For more extensive analysis of debt relief issues, see CRS Report RL30214, Debt
Reduction: Initiatives for the Most Heavily Indebted Poor Countries, by Larry Nowels; and
CRS Report RL30449, Debt and Developing in Poor Countries: Rethinking Policy
Responses, by J. F. Hornbeck.
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substantial expansion of the Heavily Indebted Poor Country (HIPC) Initiativelargely
along thelinesof policy changesrecommended by the United States and Britain. The
World Bank and IMF, institutions that manage HIPC debt relief, adopted these
enhancementsin September. Inlate 1999, Congress approved some of thelegidlation
requested by the Administration for full U.S. participation in HIPC, but left several
matters incomplete, primarily those associated with the cancellation of multilateral
debts. Thisyear, the White House seeks congressional approval for authorizing and
appropriating issues left over from 1999.

For the past decade, the United States hasengaged in variousforms of debt relief
for developing nations, resulting in the cancellation of about $14.7 billion of foreign
debt. Much of it — $10.1 billion — resulted from specia cases involving key U.S.
nationa interests: for Egyptin1990 ($7 billion), for Poland in 1991 ($2.5 billion), and
for Jordan in 1995 ($635 million). U.S. debt reduction policy for other nations based
strictly on need has been guided by the principle that eligible countries must have
demonstrated a strong and sustained commitment to economic policy reforms prior
to receiving debt relief. Under budget rules instituted in 1992, Congress has had to
appropriate funds in advance representing the costs of canceling debt. The cost
determination methodol ogy isbased on acomplicated formulathat takesinto account
among other things, the loan’s net present value, its interest rate, and the likelihood
the loan will be repaid. For especially poor countries with particularly large debt
overhangs, the appropriation requirement may be quite small relative to the loan’s
face value — perhaps 10% or less.

When it was introduced in 1996, HIPC was hailed as the first arrangement that
included relief from debts owed to the World Bank, the IMF, and other international
ingtitutions, organizations that hold over 25% of debt owed by the most heavily
indebted nations. Previoudly, multilateral organizations had declined to participatein
debt cancellation, arguing that it would increase their costs of raising new money to
lend, expenses that would have to be passed on to borrowers. Forty-one countries
— mostly in Africa— areeligiblefor HIPC, although only those determined to have
“unsustainable” debt would quaify for HIPC terms.

Theinitial HIPC framework cameunder heavy criticisminearly 1999, especidly
among non-governmental organizations and religious groups working in developing
countries. They charged that HIPC terms were not deep enough — that 90% or
100% of bilateral debt owed should be canceled, and that six yearswas afar too long
qualification period for full HIPC relief. They further believed that the non-
sustainable debt criteria, based largely on aratio of acountry’s debt-to-exports, was
too high and therefore excluded many countries that were also in need of debt relief.
Some critics opposed the economic reform requirements and argued for
unconditional debt reduction. A number of organizationsfurther advocated instituting
mechanismsthat would ensure that savingsrealized by debtor governmentswould be
channeled into spending on basic services, such as health and education, that would
improve the quality of life of the very poor. Many of these arguments were reflected
in legidative initiatives launched in 1999, including H.R. 1095 (Debt Relief Poverty
Reduction Act of 1999), H.R. 772 (Hopefor AfricaAct), H.R. 2232 (Debt Relief and
Developmentin AfricaAct of 1999), and S. 1690 (Debt Relief for Poor CountriesAct
of 1999). Complicating the expansion of HIPC and enactment of thesebills, however,
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was the large additiona costs that would be associated with efforts to broaden,
deepen, and accelerate HIPC or U.S. bilateral debt reduction policies.

Following agreement to expand HIPC and insert a strong poverty reduction
requirement, President Clinton amended in September 1999 his pending FY 2000
foreign aid request, increasing debt relief from $120 million to nearly $1 billion over
four years. Congressagreedto $123 million for bilateral debt cancellation at the Paris
Club in 2000 but rejected the $600 million proposed for HIPC Trust Fund
contributions, FY 2000-FY 2003 (H.R. 3422, as incorporated into P.L. 106-113).%
The President had a so asked Congressto allow the United States to support an IMF
plan to draw on resources in a contingency fund and to re-value some of its gold
holdings at current prices through an off-market gold sale that would allow the IMF
to cancel HIPC debts owed to the Fund.?® Congress authorized the use of the
contingency fund but placed arestriction that the IMF could only use 9/14ths of the
gold transaction “ profits’ for HIPC debt relief (H.R. 3425, asincorporated into P.L.
106-113).

Legislative Issues in 2000. The Administration is asking Congress this year to
approve items carried over from last year:

e HIPC Trust Fund $210 million contribution as an FY 2000 supplemental
appropriation;

e HIPC bilateral and multilateral debt relief request of $262 millionfor FY 2001,

e HIPC bilateral and multilateral debt relief advance appropriation
(FY2002/2003) of $375 million;

e Authorization for the U.S. to participate in the HIPC Trust Fund; and

e Authorization permitting the U.S. to support the full use of the IMF of gold
transaction profits for debt relief.

Adminigtration officias are especialy concerned about appropriations for the HIPC
Trust Fund contribution. They argue that the absence of a U.S. payment has
convinced other creditor governments to hold back their own pledges until the U.S.

¥ The HIPC Initiative has two major components. cancellation of bilateral debt owed to the
United States and other creditor governments, and reduction of debt owed to the World Bank,
thelMF, and other regional IFIs. Creditor governmentscover their own expensesindividually
for the forgiveness of bilateral debt at the Paris Club, an informal arena for negotiating debt
reschedulings and reduction of publically held loans. To finance the cancellation of
multilateral debts, theWorld Bank and IMF created theHIPC Trust Fund into which IFIsand
aid donor governments would deposit contributions. The Bank and the Fund will cover their
own costs, but other IFls— especially the African Devel opment Bank — do not have enough
resources to cover thelosses of cancelled loan repayments. Donor governments have agreed
to to make up the gap for those I Fls with insufficient funds.

2 The actual process by which the gold is re-valued involves several steps. First, the gold,
whichiscarried ontheMF booksat the original price of $48 per ounce, would be purchased
at current market value (over $270 per ounce) by a member country about to make a large
payment on an IMF loan. After buying the gold, the country immediately makes its loan
payment to the IMF, but in gold that it just purchased, rather than hard currency. The IMF
investsthe“ profits’ of itsgold transaction inasecurity instrument and usesthe earned interest
to pay for the costs of canceling HIPC debt over a 20 year period.



CRS-33

acts. They further contend that while most of the existing Trust Fund pledges are
earmarked for African nationsthat will be among the earliest qualifiers, resourcesfor
Latin American debt relief —for Bolivia and Honduras — are not available. Without
aU.S. contribution, they say, a debt workout for Bolivia has been delayed because
of inadequate resources. Critics of multilateral debt relief, including some in
Congress, argue, however, that before the U.S. contributes to the Trust Fund,
multilateral institutions should agree to suspend for a period of time new lending to
HIPC countries oncethey receive debt relief so that they do not return to a severely
indebted state.

Congressional Action. Prior to consideration of the FY2001 Foreign
Operations spending measure, lawvmakers dealt with other aspects of the HIPC
requests. Inthe FY 2000 supplemental appropriation (H.R. 4425), Congressrejected
the President’ s request for the HIPC Trust Fund. Supporting other Administration
requests, however, the Senate Foreign Relations Committee reported on April 7
legidation (S. 2382) authorizing U.S. participation inthe HIPC Trust Fund and U.S.
approva of the entire IMF off-market gold same mechanism. That bill, which was
subsequently referred to the Senate Banking Committee, has not received full Senate
consideration.

S. 2522 provides $75 million in debt reduction for FY2001, far below the
combined FY2000/2001 requests for $472 million. The legidation permits the
Administration to use the resources for either bilateral debt relief or contributions to
the HIPC Trust Fund. Because severa HIPC countries are nearing consideration for
HIPC digibility, it is possible that reduced funding for debt relief in S. 2522 would
result in delays for debt workout negotiations.

H.R. 4811 provides $238 million for debt reduction. The House Appropriations
Committee bill had provided $82.4 million for debt reduction, well under the
Administration’s request. During floor debate, however, the House adopted an
amendment (Waters, 216-211) that increases the debt relief allocation by $155.6
million. Asreported by the Committee, however, H.R. 4811 requiresthat before any
U.S. contribution to the HIPC Trust Fund, the Administration must report to
Congress that the HIPC beneficiary country will not receive any new market-rate
loansfrom international financid institutions for 30 months or concessional loansfor
9 months. The Administration opposes these limitations. The House Committee
expressed support for economicreformsundertaken by Boliviaand Mozambique, and
its expectation that al of the debt reduction funds for HIPC would go to these two
countries. The House measurefurther indicatesthat $13 million of the debt reduction
appropriation is reserved for the Tropical Forestry debt initiative.
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For Additional Reading
Foreign Operations Programs
CRS Issue Brief 1B88093. Drug Control: International Policy, by Raphael Perl.

CRS Issue Brief IB96008. Multilateral Development Banks: Issues for the 106"
Congress, by Jonathan Sanford.

CRS Issue Brief 1B86116. U.N. System Funding, by VitaBite.

CRS Issue Brief 1B96026. U.S. International Population Assistance: Issues for
Congress, by Larry Nowels.

Foreign Operations Country/Regional Issues

CRS Issue Brief 1B95052. Africa: U.S. Foreign Assistance Issues, by Raymond
Copson.

CRS Issue Brief IB95077. The Former Soviet Union and U.S. Foreign Assistance,
by Curt Tarnoff.

CRS Issue Brief I1B85066. Israel: U.S. Foreign Assistance, by Clyde Mark.

CRS Issue Brief 1B91141. North Korea’s Nuclear Weapons Program, by Larry
Niksch.
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Selected World Wide Web Sites

Asian Development Bank
[http://mww.asiandevbank.org/]

CRS Foreign Affairs, Defense and Trade Division
[ http://www.loc.gov/crg/foreign/fandpage.html]

Export-Import Bank
[http://mww.exim.gov/]

Inter-American Development Bank
[http://www.iadb.org/]

International Monetary Fund
[http:/mww.imf.org/]

Peace Corps
[ http://www.peacecorps.gov/]

Trade and Development Agency
[http://www.tda.gov/]

United Nations Children’s Fund (UNICEF)
[ http://ww.unicef.org/]

United Nations Development Program (UNDP)
[http://www.undp.org/]

United National Population Fund (UNFPA)
[http://www.unfpa.org/]

U.S. Agency for International Devel opment
[http://mww.info.usaid.gov/]

U.S. Department of State
[http://www.state.gov/]

World Bank
[ http://www.worldbank.org/]

World Bank HIPC website
[ http://www.worldbank.org/hipc/]
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Appendix — Detailed Foreign Operations Accounts

Table 7. Foreign Operations Appropriations:

Discretionary Budget Authority
(millions of dollars)

Program FYZOOOa FY2001 Senate House FY2001
Enacted Request FY2001 FY2001 Enacted
Title I - Export and Investment Assistance:
Export-Import Bank 799.00 1,011.0 811.0 7825 -
Overseas Private Investment Corp. (244.0) (220.0) (221.0) (222.0) -
Trade & Development Agency 44.0 54.0 46.0 46.0 -
Total, Title | - Export Aid 599.0 845.0 636.0 606.5 -
Title Il - Bilateral Economic:
Development Assistance:®
Child Survival/Disease/UNICEF 7275 769.3 - 886.0 -
Development Asst Fund 1,2155 984.8 1,478.3 1,258.0 -
Development Fund for Africa [512.5]¢ 532.9° - - -
Global Headlth - - 691.0 - -
Subtotal 1,943.0 2,337.0 2,169.3 2,144.0 -
Of which:
UNICEF [110.0] [110.0] [110.0] [110.0] -
Population aid [372.5] [484.0] [425.0] [385.0] -
HIV/AIDS [175.0] [244.0] [255.0] [254.0] -
GAVI contribution - [50.0] [50.0] [37.5] -
Inter-American Foundation [5.0] [20.0] - [10.0] -
African Development Foundation [14.4] [16.0] [14.4] [16.0] —
International Disaster Aid 202.9 220.0 220.0 165.0 -
Southern Africa floods supplemental 25.0 - - - -
Transition Initiatives [40.5]¢ [55.0]¢ —° 40.0 -
Development Credit Programs 8.5 8.0 4.0 10.0 -
Subtotal, Development Aid 2,179.4 2,565.0 2,393.3 2,359.0 -
USAID Operating Expenses 520.0 520.0 510.0 509.0 -
USAID Inspector General 25.0 27.0 25.0 27.0 -
Economic Support Fund (ESF) 2,3455 2,313.0 2,220.0 2,208.9 -
ESF-Wye River Accord" 450.0 - - - -
International Fund for Ireland 19.6 [19.6]f ~ 25.0 -
East Europe 535.0° 610.0 635.0 535.0 -
Kosovo/Balkans supplemental aid 50.0 - - - -
Former Soviet Union (IS/FSU) 839.0 830.0 775.0 740.0 -
Debt reduction 123.0 262.0 75.0 238.0 -
Treasury Dept. technical asst 15 7.0 5.0 2.0 -
U.S. Community Adjustment Credits 10.0 10.0 0.0 0.0 -
Peace Corps 245.0 275.0 244.0 258.0 -
International Narcotics 305.0 312.0 220.0 305.0 -
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Program FYZOOOa FY?2001 Senate House FY2001
Enacted Request FY2001 FY2001 Enacted

Intl Narcotics — Plan Colombia 1,093.5° 256.0 —2 0.0? -
Migration & refugee asst 625.0 658.2 615.0 645.0 -
Emergency Refugee Fund (ERMA) 125 20.0 15.0 125 -
Non-Proliferation/anti-terrorism 216.6 352.7 215.0 241.6 -
Total, Title 11- Bilateral Economic 9,595.6 9,017.9 7,947.3 8,106.0 -
Title 111 - Military Assistance:
Intl Military Education & Training 50.0 55.0 55.0 47.3 -
Foreign Mil Financing (FMF) grants 3,420.0 3,538.2 3,519.0 3,268.0 -
FMF-Wye River Accord ® 1,375.0 - - - -
Special Defense Acquisition Fund (6.0) - - - -
Peacekeeping Operations 153.0 134.0 85.0 117.9 -
FMF loans rescission - (18.2) - -
Total, Title I11-Military Aid 4,992.0 3,709.0 3,659.0 3,433.2 -
Title IV - Multilateral Economic Aid:
World Bank-Intl Development Assn 775.0 835.6 750.0 566.6 -
World Bank-Environment Facility 35.8 175.6 50.0 35.8 -
World Bank-Mult Invst Guaranty Ag 4.0 16.0 4.0 49 -
Inter-American Development Bank 41.6 59.9 10.0 18.0 -
Asian Development Bank 90.7 125.0 100.0 72.0 -
African Development Fund 128.0 100.0 72.0 72.0 -
African Development Bank 41 6.1 6.1 31 -
European Bank for R& D 35.8 35.8 35.8 35.8 -
Intl Organizations & Programs 183.0 196.0¢ 178.0¢ 188.0" —
Total, Title IV - Multilateral 1,302.0 1,550.0 1,205.9 996.2 -
Title VI - Southern Africa Rehab - 200.0/ - 160.0!
TOTAL, Foreign Operations App! 16,488.6 15,121.9 13,424.2 13,141.9 -
TOTAL, without FYQO Supps. 13,495.1 15,121.9 13,424.2 13,141.9 -

a. FY2000 enacted includes $1.1 billion in supplemental FY 2000 Foreign Operations funds enacted in P.L. 106-246
(H.R. 4425).

b. The account structure for development aid differs among versions of the bill. This table shows a consistent and
comparable account structure based on the conference agreement for development aid, FY2000. For the
Administration’s request, this means adding amounts to development aid for the Inter-American and African
Development Foundations, GAV1, and UNICEF, which arerequested in other accounts. For the Senateit means
the addition of $110 million for UNICEF which S. 2522 funds under the Int’| Organizations account intitle V.

c¢. For FY 2001, the Administration requests a separate account under development aid for Africa (the Development
Fund for Africa, or DFA). Africaaid is aso proposed within the Child Survival account. The total amount
requested for Africa— DFA plus Africa/Child Survival — is $837 million. This comparesto $738 million
appropriated for Africain FY 2000 within the Child Survival and Development Assistance Fund accounts.

d. Congress approved for FY 2000 a one-time supplemental ESF ($450 million) and FMF ($1.375 billion) package
supporting the Wye River/Middle East peace accord with aid for Israel, Jordan, and the Palestinians.

e. Transition Initiative funds included in Disaster Assistance account for FY 2000 and Senate FY 2001 hill.
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f. The Administration request and S. 2522 includes the Ireland Fund as part of the Economic Support Fund.

g For comparative purposes and to conform to the account structure enacted for FY 2000, UNICEF funds ($110
million) have been deducted here and added in the development aid subtotal in title II. The Administration’s
$50 million FY 2001 request for GAVI has also been shifted from here to title |1, as proposed by the Senate.

h. Includes $5 million provided to IFAD. The House bill establishes IFAD as a separate account.

i. Pursuant to sequestration requirementsin P.L. 106-113, the amounts for FY 2000 are reduced by $19 million.

j- Southern Africa rehabilitation and reconstruction is requested, and approved in the House bill, as an FY 2000
emergency supplemental appropriation. It isnot included in the totals for FY 2001.



