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EXECUTIVE SUMMARY

When President Donald J. Trump took office in January 2017, many supporters of democracy and
human rights feared that his administration would weaken already-timid support for democratic
principles in U.S. foreign policy. Since his inauguration, President Trump and top officials have
taken steps that have confirmed these fears, generating bipartisan concern about the direction of
American foreign policy.

Trump and senior officials have praised authoritarian leaders, including some of the world’s
worst human rights abusers, have rarely spoken in defense of rights and freedom, and have
publicly downplayed the role of human rights and democracy in U.S. foreign policy. In proposing
30 percent cuts to foreign aid and diplomacy globally, Trump’s Fiscal Year 2018 budget request
signals deep skepticism about the value of U.S. efforts to support democracy, human rights,
and governance abroad. It marginalizes diplomacy and all non-military forms of international
engagement, including most types of foreign aid. The budget request aims to slash the budget
of the State Department and the U.S. Agency for International Development (USAID) to help
fund a large increase to the Defense Department budget, prioritizing military engagement over
diplomacy. Coupled with a proposal to close USAID Missions in as many as 37 countries around
the world and to reorganize and reduce the size of the State Department, this would leave the
United States woefully underrepresented and unprepared to respond to a host of global challenges.

As this report describes, these worrying trends are clearly visible in Trump’s budget for the
Middle East and North Africa. The administration proposes deep cuts in bilateral assistance
to most aid recipient countries in the region, with especially large cuts to programs to support
democracy, human rights, and governance. The budget makes plain that its top priority in the
region is counterterrorism, especially the fight against the Islamic State (ISIS). It further shows
that the administration sees counterterrorism almost exclusively as a job for military, intelligence,
and security agencies with little or no role for the State Department or other civilian government
agencies. In addition, the administration has not shown interest in addressing the role of domestic
repression by authoritarian allies in fueling discontent, radicalization, terrorism, and violent conflict.

KEY FINDINGS:

President Trump’s first budget request includes drastic cuts to foreign affairs spending,
including in foreign aid to most recipient countries in the Middle East and North Africa.
While the budget proposes a 12 percent cut in funding to the MENA region as a whole, this
understates the impact on most countries in the region, as the three largest recipients of U.S.
foreign assistance — Israel, Egypt, and Jordan — are exempted from any significant cuts. The
budget proposes large cuts in bilateral assistance to Iraq, Lebanon, Morocco, Syria, Tunisia, the
West Bank and Gaza, and Yemen, ranging from 20 percent to 67 percent.

Under Trump, U.S. engagement with the Middle East and North Africa is becoming even
more militarized, at the expense of diplomacy and development. The proposed budget would
represent the highest proportion of U.S. foreign aid—80 percent—ever devoted to military and
security assistance for the MENA region. In recent years, the Defense Department (DOD)
has been steadily taking on a larger role in managing and administering security assistance,
traditionally led by the State Department. The Trump administration’s budget would likely
accelerate this trend. The proposal to shift Foreign Military Financing (FMF) for most countries
from grants to loans could lead many recipient governments to seek DOD-managed security
assistance to replace FMF grants, rather than taking on loans.
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THE FOREIGN AFFAIRS BUDGET FOR FISCAL YEAR 2018

Deep cuts to leading U.S. democracy assistance mechanisms demonstrate the administration’s

skepticism about the value of supporting democracy abroad. The FY18 budget request
underscores the administration’s hostile rhetoric toward human rights and democracy in
U.S. foreign policy by proposing steep (50 to 66 percent) cuts to the democracy assistance
programming of the State Department’s Bureau of Democracy, Human Rights, and Labor; the

Middle East Partnership Initiative; and the Near East Regional Democracy fund.

Despite proposing substantial changes to foreign aid programs around the world, the Trump
budget leaves Egypt’s bilateral assistance - an aid package long overdue for reform and
modernization - mostly untouched. The FY18 budget request proposes no meaningful changes
to one of the world’s largest and most longstanding recipients of U.S. foreign aid, despite
bipartisan views that aid to Egypt is long overdue for an overhaul. The proposed budget ignores
Egypt’s escalating repression, including a draconian new NGO law that could make many U.S.
assistance projects impossible to implement. The administration also proposes no reforms for
Egypt’s outdated military assistance package.

Amidst worsening violent conflict and humanitarian crises in Iraq, Syria, and Yemen, the budget
proposes dramatic reductions to lifesaving humanitarian assistance accounts. More than 32
million refugees and internally displaced people across the MENA region are in desperate
need of humanitarian assistance due to ongoing armed conflicts. As military campaigns in
Iraq, Syria, and Yemen escalate, the humanitarian needs of people fleeing violence and of
communities recovering from war are enormous. The FY18 budget proposes to slash funding
for these accounts when they are needed more than ever.

After Congress granted a new high of bilateral assistance to Tunisia in FY17, the FY18 request
reverses course by proposing sharp cuts in aid to the Arab world’s only emerging democracy.
In FY17, Congress appropriated $165.4 million in bilateral assistance to Tunisia to support the
country’s transition to democracy. But the administration’s FY18 request proposes a 67 percent
cut — the largest cut in bilateral aid to any country in the MENA region — by eliminating its FMF
grant and halving economic assistance. U.S. investment in Tunisia has shown strong returns,
with U.S. aid helping the Tunisian government implement tough economic reforms, improving
its ability to counter security threats such as from ISIS, and bolstering the country’s thriving
civil society sector.
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INTRODUCTION

ach year, this report aims to analyze
Ethe state of U.S. government funding

and appropriations for the Middle East
and North Africa, with an emphasis on the
impact on human rights and the prospects
for genuine democratic change in that region.
This year that task is more challenging in
some respects, due to unique circumstances
in Washington.

President Trump’s first budget request to
Congress, for Fiscal Year 2018, includes a
drastic 30 percent cut in global spending for
international affairs, down to $40.2 billion
from $57.5 billion enacted in FY17.! Despite
the proposed drastic cuts and changes to the
foreign affairs budget, the administration’s
budget request contains far less detail about
the goals, strategies, priorities, and plans for
spending the requested foreign assistance
funds than in previous years. The FY18
Congressional Budget Justification - the
document that explains and justifies the
details of the President’s budget request for
international affairs — is several hundred
pages shorter than usual, because it omits any
narrative sections for each recipient country
of U.S. foreign assistance, always included in
the past.

Moreover,thelackofdetailinthebudgetrequest
is representative of a broader absence of a clear
strategic vision for cutting international affairs
spending and restructuring the agencies that
carry out U.S. diplomacy and development
programming. Many observers have argued
that the administration’s strategic review
should be completed and decisions about the
restructuring of the State Department and
USAID should be made prior to proposing
large cuts and wholesale changes to U.S.
foreign aid and diplomatic engagement.

This combination of proposed cuts and
changes to the budget on an unprecedented
scale, accompanied by less detail, explanation,
and justification for those changes, results
in a remarkable level of uncertainty as to
what degree it will be the starting point for
congressional  appropriations.  Numerous
members of Congress, including Senators Bob
Corker (R-TN) and Lindsey Graham (R-SC),
have dismissed the Trump administration’s first
budget request as “dead on arrival” and “a waste
of time,;” implying that it should not be the basis
for congressional appropriations.

Regardless of the ultimate fate of the 2018
budget request and the proposed cuts, there
is value in analyzing the details of the budget
in the framework of ongoing U.S. funding for
the MENA region. The details of this budget
request are an important reflection of this
administration’s initial thinking, priorities, and
approach to the region. In addition, an analysis
of the potential impact of the proposed budget
changes can contribute to debates about those
potential changes, including as the congressional
appropriations process continues.

As in previous years, this report aims to go
beyond the numbers in the budget request
and in recent congressional appropriations by
examining changes to the types of programming
supported and the policy decisions that
surround the various programs and budget
allocations. The report is based not only on
analysis of all relevant budget documents and
legislation, but also on substantive discussions
and interviews with a wide range of relevant
actors: current and former executive branch
officials, congressional staff, representatives
of a variety of democracy and human rights
organizations, as well as civil society activists
and democracy advocates in the MENA region.

1 Unless specified otherwise, references in this report to “foreign assistance” refer to the Function 150 International Affairs account of
the federal budget request for Fiscal Year 2018 and prior years. Although a growing portion of security assistance is allocated through
the Defense budget and appropriations process instead of through traditional State Department channels, any reference to Defense

Department budget and funding will be noted explicitly.
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THE BIG PICTURE:
U.S. ASSISTANCE FOR THE MIDDLE EAST AND NORTH AFRICA

U.S. officials are quick to highlight that the
Middle East and North Africa is a top priority
for the administration and that the FY18 budget
request reflects that level of interest. Indeed, the
request includes $6.6 billion in total assistance
to the region, which is (by a significant margin) a
larger share than any other region at 26 percent
of the global total. Furthermore, the proposed
$6.6 billion in foreign aid to the MENA region
represents a cut of only 12 percent from the level
allocated for the region in FY16, a far smaller
cut than proposed for any other region.

As is true of the global foreign aid budget
however, taking these numbers at face value
can be misleading because the budget does not
request significant cuts in aid for Israel, Jordan,
or Egypt. Taken together, assistance to these
three countries constitutes 83 percent of the
budget for the entire MENA region in the FY18
request. As such, the administration’s budget
requests $1.12 billion in assistance for the rest
of the region, which represents a large cut of 31
percent from the FY16 levels, in line with the
size of cuts proposed for other regions.

The breakdown of assistance for the region by
objective or program area does not represent a
dramatic change from previous years, but it does
exacerbate existing concerns with the balance of
foreign aid to the region. Previous editions of
this report have criticized the steadily increasing
militarization of U.S. assistance to the region,
during the Bush and Obama administrations
alike. Last year’s edition of this report noted:
“Sadly, the enormous gap between the levels of
military and security expenditures and support
for economic and political development has
only grown wider over the course of the Obama
administration” Unfortunately, in the Trump
administration’s first budget request that gap
has grown even wider. Over the eight years of
the Obama administration, spending on military
and security assistance averaged 75 percent of
the annual budget request for foreign affairs.
President Trump’s first budget request seeks 80
percent of the State Department’s aid budget

for military and security assistance. If Congress
were to appropriate funds in line with the budget
request, this would be the highest proportion
of U.S. foreign aid to the region allocated for
military and security assistance, exceeding the
previous high of 79 percent in FY15.

In addition, the Trump administration appears
likely to accelerate two other trends related to
the growing militarization of U.S. engagement
with the MENA region. First is the existing
trend of supplementing the large amounts of
security assistance grants to the region with
Foreign Military Sales (FMS), which grew
dramatically in scale over the course of the
Obama administration but appear likely to
grow even further under President Trump.
Secondly, although this report focuses primarily
on the budget request under the Function 150
International Affairs Account, to be allocated
through the State Department, in recent years
the Defense budget and appropriations act
have taken on a larger share of U.S. foreign aid,
and the Trump administration’s initial budget
accelerates that trend as well.

The share of democracy and governance
funding during the Obama administration
averaged 5.3 percent annually, while President
Trump’s request seeks only 4 percent of funding
for the same objective. The FY18 budget request
designates $296.6 million for democracy and
governance programming in the region, a
reduction of more than 30 percent from the
FY17 request of $427.5 million, but still more
than was spent annually on such programming
from Fiscal Year 2013 to 2015.

The following sections detail a number of
proposed structural and account changes put
forth by the Trump administration that could
have a significant impact on the nature of U.S.
foreign assistance to the region. In addition
to those changes discussed below, proposed
changes to the Brownback Amendment and
legislative language restricting aid following
military coups remain important and relevant.
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THE FOREIGN AFFAIRS BUDGET FOR FISCAL YEAR 2018
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Because those two proposals are identical to STATE DEPARTMENT AND USAID
changes proposed in previous years that were REORGANIZATION

discussed in detail in earlier editions of this

report, they are not discussed in detail here. In March 2017, President Trump issued an
Please refer to the last year’s edition of this Executive Order on a “Comprehensive Plan
report for that analysis.? for Reorganizing the Executive Branch” The

2 Stephen Mclnerney and Cole Bockenfeld, “The Federal Budget and Appropriations for Fiscal Year 2017: Democracy, Governance,
and Human Rights in the Middle East and North Africa,” Project on Middle East Democracy, April 2016, http://pomed.org/wp-
content/uploads/2016/07/POMED_BudgetReport_FY17_Final-Web.pdf

3 “Presidential Executive Order on a Comprehensive Plan for Reorganizing the Executive Branch,” The White House, March 13, 2017,
https://www.whitehouse.gov/the-press-office/2017/03/13/presidential-executive-order-comprehensive-plan-reorganizing-executive
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order directs the Director of the Office of
Management and Budget (OMB) to “propose
a plan to reorganize governmental functions
and eliminate unnecessary...components of
agencies, and agency programs. By September
9, 2017, the head of each agency is required to
submit a proposed plan to reorganize the agency,
if appropriate, in order to improve the efficiency,

Syria LebanonTunisia Yemen Libya Morocco Oman

effectiveness, and accountability of that agency.

Secretary Tillerson has described the State
Department and USAID as having “not evolved”
to meet new challenges and threats to U.S.
national security, and pledged a comprehensive
redesign and restructuring of those agencies.*
Secretary Tillerson has suggested the redesign

4 “Hearing to Review the FY2018 Budget for the U.S. Department of State,” Senate Appropriations Subcommittee on State, Foreign
Operations, and Related Programs, June 13, 2017, https://www.appropriations.senate.gov/hearings/hearing-to-review-the-fy2018-

budget-for-the-us-department-of-state
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plan will likely take until the end of 2017 to be
finalized, with implementation beginning in
early 2018.° To begin that process, Secretary
Tillerson and his senior aides hired a consulting
firm to distribute surveys to State Department
and USAID employees to seek input on how
to streamline operations. More than 35,000
employees of the two agencies responded to
the survey (approximately 43 percent of the
employees who were sent the survey), and many
“indicated longtime frustration with the way the
agencies function, including poor technology
and duplicative and redundant processes that
make frequent workarounds necessary’® In
particular, USAID employees expressed concern
over the consequences of a move to fully integrate
USAID into the State Department, one proposal
which administration officials are considering.

Numerousindependent development experts and
organizations have also criticized this proposal.
Shannon Green and Daniel Runde, analysts at
the Center for International and Strategic Studies
(CSIS), argue that, “While there are certainly
changes that can be made at both organizations,
a State Department/USAID merger—where
personnel, procurement, programmatic, and
budgeting functions are combined—would be a
huge mistake”” Drawing on the lessons learned
from the integration of the U.S. Information
Agency (USIA) into the State Department in
1999, they argue that USAID integration would
likely lead to considerably reduced funding for
development and that genuine development
“cannotbe achieved ifitis exclusively tied to short-
term and rapidly evolving policy imperatives.
The Modernizing Foreign Assistance Network
(MFAN) has determined that an even more
independent lead aid agency (with a Cabinet-
rank official leading it) is the first “structural
requirement” to make U.S. development “more
effective, efficient and accountable”

For the sake of comparison, New Zealand,
Australia, and Canada all merged their
development aid agencies into their foreign
ministries from 2009-2013. In those countries,
the budgets for both aid and diplomacy were
reduced as a result, and many development
professionals lamented that aid was politicized.
For example, foreign assistance to address
poverty reduction abroad was treated as a
political favor to foreign governments, with
assistance levels based not on need but on the
political priorities of the day. In Canada, the
Minister of Development within the Ministry
of Foreign Affairs still retains a cabinet-level
seat, which allows that official to retain high-
level input into policy, but other countries
saw a diminished policy role for their head
development officials.

Other observers from the pro-democracy
community have suggested that putting aid
programs closer to the policymaking at the
State Department could be beneficial. Of
course, democracy assistance is more inherently
political by nature than humanitarian or
economic development assistance, so it is
already more closely tied to policy decisions.
In addition, USAID’s current position outside
the State Department has not insulated it from
dramatic funding changes in response to shifting
policy priorities.

Congress has expressed skepticism about the
proposal to merge State and USAID and, prior
to implementing any such reorganization,
have required a report in the FY17 Omnibus
Appropriations Act from the Secretary of
State that includes “a detailed justification and
analysis containing:

(1) the impact on personnel, both foreign
service and civil service;

5 “Hearing to Review the FY 2018 State Department Budget Request,” U.S. Senate Committee of Foreign Relations, June 13, 2017,
https://www.foreign.senate.gov/hearings/review-of-the-fy-2018-state-department-budget-request-061317r

6 Felicia Schwartz, “State Department Workers Vent Grievances Over Trump, Tillerson, Cite Longer-Term Issues,” Wall Street
Journal, July 4, 2017, https://www.wsj.com/articles/state-department-workers-vent-grievances-over-trump-tillerson-cite-longer-term-

issues-1499194852

7 Shannon N. Green and Daniel F. Runde, “The Folly of Merging State Department and USAID: Lessons from USIA,” Center for
Strategic & International Studies, May 26, 2017, https://www.csis.org/analysis/folly-merging-state-department-and-usaid-lessons-usia

8 Ibid.

9 “Guiding Principles for Effective U.S. Assistance,” Modernizing Foreign Assistance Network, June 2017, modernizeaid.net/wp-

content/uploads/2017/06/MFAN-goals-principles-2017.pdf
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(2) the process used to identify the merger,
closing or termination of any operating unit,
including the process used to assess the
impact of such action on programs, projects,
and activities funded by this Act;

(3) the impact any such merger, closing or
termination would have on the ability to
conduct adequate monitoring and oversight
of foreign assistance programs; and

(4) the national security interest served by
each such merger, closing or termination,
including a determination that such merger,
closing or termination will not expand the
influence of any adversary or competitor of
the United States, including foreign terrorist
organizations.*

At his congressional hearings to defend the
administration’s FY18 budget request, Secretary
Tillerson was repeatedly questioned about
his intentions to merge State and USAID. He
responded, “the State Department and USAID,
like many other institutions here at home and
around the world, have not evolved in [their]
responsiveness as quickly as new challenges and
threats to our national security have changed
and are changing” Tillerson acknowledged
the “intense interest in prospective State
Department and USAID redesign efforts,
though he would not answer whether the two
would be merged."?

Members of Congress from both parties urged
Secretary Tillerson to communicate broadly
with the Hill on any plans for reorganization
and how it could impact USAID. Senate Foreign
Relations Committee (SFRC) Chairman Bob
Corker (R-TN) reminded Tillerson during the
committee’s hearing on the budget request
that the State Department Authorization bill is

HIGHLIGHTS

e President Trump’s Executive Order
to reorganize government functions
across the federal government
could lead to a significant overhaul
of the State Department and USAID,
including a possible full merger of
the two agencies.

e Congress and the development
community have been widely
skeptical of this proposal, fearing it
could diminish the independence of
USAID and politicize how and where
development assistance is provided.

e One subset of this reorganization
debate is the proposed merger of
the State Department’s Bureau of
Conflict Stabilization Operations
with USAID’s Office of Transition
Initiatives.

the appropriate vehicle to amend the relevant
authorities, and asked Tillerson to work with
the committee collaboratively in implementing
redesign efforts. Senator Cardin (D-MD),
ranking member of SFRC, admonished Tillerson
for ignoring requests to brief the committee on
the state of the reorganization and reminded him
that certain changes would require agreement
by the committee as they are mandated by
statutes.”® In another hearing, Senator Cardin
said the “OMB directive reducing personnel
could very well cripple the ability to [carry] out
missions... I know how important it is that for
USAID [it has] independence within the State
Department family”**

10 “Consolidated Appropriations Act, 2017, 114% U.S. Congress, 2016, https://www.congress.gov/115/bills/hr244/BILLS-115hr244enr.pdf
11 “Hearing to Review the FY2018 Budget for the U.S. Department of State,” Senate Appropriations Subcommittee on State, Foreign
Operations, and Related Programs, June 13, 2017, https://www.appropriations.senate.gov/hearings/hearing-to-review-the-fy2018-

budget-for-the-us-department-of-state

12 “Secretary Tillerson Testimony to the Senate Foreign Relations Committee on the FY18 Budget Request,” U.S. Senate Foreign
Relations Committee, June 13, 2017, https://www.foreign.senate.gov/imo/media/doc/061317_Tillerson_Testimony.pdf

13 “Hearing to Review the FY 2018 State Department Budget Request,” U.S. Senate Committee of Foreign Relations, June 13, 2017,
https://www.foreign.senate.gov/hearings/review-of-the-fy-2018-state-department-budget-request-061317r

14 “Nomination Hearing for Mark Green as Administrator for USAID; U.S. Senate Foreign Relations Committee, June 15, 2017,

https://www.foreign.senate.gov/hearings/nominations-061517
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Senators Todd Young (R-IN) and Jeanne
Shaheen (D-NH) are also leading efforts to
examine streamlining foreign aid, as co-chairs
of a Center for Security and International
Studies task force launched in March 2017 on
reform and reorganization of U.S. development
assistance. Senator Shaheen expressed her
concern “that the Trump administration’s
stated interest in reorganizing and reforming
the State Department and U.S. Agency for
International Development [USAID] is an
effort to provide cover for the deep cuts to
the respective agencies’ budgets proposed
by the administration””® The Congressional
Task Force is scheduled to release a report
of its findings in July 2017, and is expected
to make proposals on how to streamline U.S.
development assistance effectively without
merging USAID into the State Department.
Ambassador Mark Green, the administration’s
nominee for USAID Administrator, pledged
during his June 2017 confirmation hearing
to meet with the Task Force and receive its
recommendations.'®

Ambassador Green’s nomination for USAID
Administrator has been widely praised by
the democracy and development community,
including by the U.S. Global Leadership
Coalition, which described him as “an
exceptional choice for USAID Administrator...
[and] an invaluable partner to maximize our
nation’s development and diplomacy impact.”"’
In line with his background in democracy
assistance, Green said during his confirmation
hearing that, “I think democratic governance
is awfully important. For the investments that
we're all talking about to be sustainable over
the long haul, what has to go with them is
citizen-centered, citizen-responsive political
systems... You can count on me to be a forceful
advocate for prioritizing democracy.”*®

Green was introduced at his Senate confirmation
hearing by longtime friend and former colleague
in the House of Representatives, Speaker Paul
Ryan, as “the perfect person for this job... you
could not have a better person to lead this kind
of an organization”” Senator Bob Menendez
(D-NJ) told Green:

“I have full confidence in your experience
and commitment to the mission of USAID...
However, my concern for USAID, however, is
that your passion for public service, and what
I take to be your fundamental belief that the
United States should be aleading advocate on
the world stage for democracy, human rights
and the values or [being their] champion
here at home is not necessarily shared by
some leading figures in the administration.

Earlier this week, Secretary Tillerson came
before this committee to explain indefensible
cuts to critical American foreign-policy
and foreign assistance initiatives, programs
in support of democracy, economic
development, life-saving  humanitarian
and health initiatives and unfortunately
nothing in my mind to assuage the concerns
that I share with others that USAID and
the institutional knowledge, the technical
expertise and the long-term programming it
houses would be folded into a weakened and
less effective State [Department]”

Specifically, although Ambassador Green is
well-liked and widely respected by Congress
and the development community, many fear
that he may not be able to dissuade Tillerson
from a State Department reorganization that
could undermine USAID’s role. During Green’s
confirmation hearing, Senator Bob Menendez
(D-NJ) specifically pressed Green, “Do you
believe AID should remain an independent

15 “Sens. Young and Shaheen to Cochair CSIS Congressional Task Force on Reform and Reorganization of U.S. Development
Assistance,” Center for Security and International Studies, May 20, 2017, https://www.csis.org/news/senators-young-and-shaheen-

cochair-csis-congressional-task-force-reform-and-reorganization-us

16 “Nomination Hearing for Mark Green as Administrator for USAID; U.S. Senate Foreign Relations Committee, June 15, 2017,

https://www.foreign.senate.gov/hearings/nominations-061517

17 “USGLC CEO: Ambassador Green an exceptional choice for USAID; U.S. Global leadership Council, May 10, 2017,
http://www.usglc.org/2017/05/10/usglc-ceo-ambassador-green-an-exceptional-choice-for-usaid/
18 “Nomination Hearing for Mark Green as Administrator for USAID; U.S. Senate Foreign Relations Committee, June 15, 2017,

https://www.foreign.senate.gov/hearings/nominations-061517

19 “Hearing - Democracy and Human Rights: The Case for U.S. Leadership,” U.S. Senate Foreign Relations Committee, February 16,
2017, https://www.foreign.senate.gov/hearings/democracy-and-human-rights-the-case-for-us-leadership-021617p
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entity in the State Department?” Green replied:

“It’s less of a question of where boxes should
be and what they should look like, and more
taking a look at what the mission is and how
do we organize around it... I believe that the
State Department and USAID need to be
closely aligned, but I believe that they have
different cultures within each institution...
USAID is an operational agency. It is not so
much a diplomatic agency or policy-setting
agency as it is one that carries out [and]
uses soft power tools to advance [policy]
priorities [which are] identified by the State
Department, by the White House”

Within the development community, Congress,
the State Department, USAID, and other parts
of the administration there is broad agreement
on streamlining foreign assistance to find
efficiencies, especially between USAID and the
State Department, but which stop short of a full
merger. In many areas, the administration will
need to gain cooperation from Congress on any
major reorganization in order to amend relevant
legal authorities that establish the structure and
processes of USAID and the administration of
foreign assistance.

One more modest yet significant step that would
not require explicit congressional authorization
is the closure of USAID missions in countries
that the Secretary of State does not deem as
priorities to U.S. national security interests. In
his opening remarks at Ambassador Green’s
confirmation hearing, SFRC Ranking Member
Ben Cardin (D-MD) described one of the direct
challenges facing USAID as “a proposal to
withdraw USAID missions from 37 countries.”
Senator Jerry Moran (R-KS) also questioned
the proposal to reduce USAID missions around
the world, at a time when China is pledging

billions in global infrastructure development:
“in addition to the humanitarian [impact of
reduced budgets], the rightness of the cost is
that others will take advantage of our absence.”*

One development expert interviewed for this
report suggested Tillerson could also receive
strong pushback from ambassadors at posts
where USAID missions may be targeted, as
ambassadors would chafe at having a policy
tool taken away from them. Instead, a more
pragmatic approach might be to identify
countries with USAID missions ready to
“graduate” from the type of large, long-term
U.S. assistance managed by such missions and
put them on a several year glide-path for scaling
down and closing programs rather than abruptly
doing so overnight.

A subset of this larger State-USAID merger
debate is the question of merging the State
Department’s Bureau of Conflict Stabilization
Operations (CSO) and USAID’s Office of
Transition Initiatives (OTI). OTI was created
in 1994 to “bridge the gap between emergency
disaster relief programs and long-term
development assistance” and is generally utilized
for its rapid response capabilities, as USAID
programs often require much longer timelines
to launch.? CSO was established in November
2011 “to promote more effective civilian efforts
to prevent and manage crises and conflict under
State Department leadership...with a mandate
to provide the ‘institutional focus for policy and
operational solutions for crisis, conflict, and
instability””**

Since the creation of CSO, some analysts
and members of Congress have focused
on the potential overlap between CSO and
OTL Both mechanisms often work in similar
environments, i.e. “in unstable environments

20 “Nomination Hearing for Mark Green as Administrator for USAID;” U.S. Senate Foreign Relations Commiittee, June 15, 2017,

https://www.foreign.senate.gov/hearings/nominations-061517

21 “Cardin Remarks at USAID Nomination Hearing,” Office of Senator Ben Cardin, June 15, 2017, https://www.foreign.senate.gov/

press/ranking/release/cardin-remarks-at-usaid-nominee-hearing

22 “Hearing to Review the FY2018 Budget for the U.S. Department of State,” Senate Appropriations Subcommittee on State, Foreign
Operations, and Related Programs, June 13, 2017, https://www.appropriations.senate.gov/hearings/hearing-to-review-the-fy2018-

budget-for-the-us-department-of-state

23 Marian Leonardo Lawson, “USAID’s Office of Transition Initiatives after 15 Years: Issues for Congress,” Congressional Research

Service, May 27, 2009, https://fas.org/sgp/crs/row/R40600.pdf

24 Nina Serafino, “In Brief: State Department Bureau of Conflict and Stabilization Operations,” Congressional Research Service,

October 10, 2012, https://fas.org/sgp/crs/row/R42775.pdf
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such as transitions from violent conflict to peace
or after the fall of authoritarian governments,
as well as those existing during other crisis
situations,” with a general division of labor as
“CSO providing personnel to carry out specific
tasks and OTI funding and implementing larger

programs.*

The FY18 budget requests a 50 percent reduction
in funding for CSO from the current FY17 level,
to $15.7 million. Proposed funding for OTI also
includes a reduction of 21 percent from FY17
levels, to $92 million. One congressional staffer
interviewed for this report suggested this year’s
budget request for CSO may indicate intent to
eliminate the bureau. CSO was not created by
congressional mandate, as other bureaus such
as DRL were, so Secretary Tillerson could more
easily eliminate the bureau and reassign staff to
OTTI and other agencies. Another representative
of a democracy promotion organization
suggested that CSO was only created “because
the State Department wanted its own OTI for
Iraq and Syria” work, and that CSO and OTI
could be easily merged.

In the June 2017 House Foreign Affairs
Committee hearing on the FY18 budget
request, Rep. Darrell Issa (R-CA) noted the 50
percent proposed cut to CSO and reiterated his
request (made previously to Secretary Kerry)
to move toward “combining them, deciding
who gets this job, either State or USAID but
not both”* Secretary Tillerson replied that
the purpose of his redesign efforts were to
identify exactly these kind of areas where there
are duplicative and overlapping efforts within
the interagency bureaucracy, which “will lead
certainly to combined efforts, delivering on
mission for less cost”

If the administration does indeed decide to
move forward with merging USAID fully into
the State Department, it would be the largest
restructuring of U.S. agencies ever within the
U.S. diplomacy and development sectors. More
than 80,000 employees are now anxiously

awaiting results of the Tillerson-led review and
reorganization process, which will reveal plans
for how the two agencies will be redesigned,
including a potential full merger. In the
meantime, development experts and members
of Congress are leading initiatives to produce
alternative proposals on how to streamline
development assistance more effectively, while
maintaining USAID as an independent agency.

Ingeneral, thereisaclear consensusin the foreign
policy community that the State Department
and USAID could benefit from some significant
restructuring and modernization, but there
is less consensus on exactly what that should
include or look like. Regardless of how far-
reaching the outcomes of the redesign, Congress
has communicated clearly to Secretary Tillerson
the necessity of closely working with members
to gain their approval for any reorganization
plans, as well as to properly amend authorities
and statutes which govern the structure and
processes of various elements of the State
Department and USAID. Ambassador Green
has not yet been confirmed by the Senate
as USAID Administrator, though he enjoys
widespread bipartisan support and will likely be
confirmed soon. It remains to be seen whether
he will be the last administrator to manage
USAID as an independent agency or if he will
leave a legacy of modernizing assistance while
maintaining USAID’s independence.

ECONOMIC SUPPORT AND
DEVELOPMENT FUND (ESDF)

This year’s budget request includes a list of
“Key Account and Program Consolidations
and Eliminations,” including a new proposal to
eliminate the Development Assistance (DA)
accountand provide economic and development
assistance through a new, consolidated
Economic Support and Development Fund
(ESDF) account that replaces the Economic
Support Funds (ESF) account. Through ESDF,
assistance previously provided separately in

25 Ibid.

26 “Hearing: The FY18 Foreign Affairs Budget,” U.S. House Foreign Affairs Committee, June 14, 2017, https://foreignaffairs.house.

gov/hearing/hearing-fy-2018-foreign-affairs-budget/
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the DA, ESEF, Assistance for Europe, Eurasia,
and Central Asia (AEECA), and Democracy
Fund (DF) accounts will support “only those
countries and programs that are most critical to
U.S. national security and strategic objectives”

Historically, DA funds have been used to
“support core U.S. Agency for International
Development (USAID) interventions and
partnerships”? Though the programs prioritized
have changed over time (for example, from large
infrastructure projects to programs focused on
education, health, and livelihoods), DA’s overall
goal to promote economic development and
build human capital in the developing world has
remained largely consistent. ESF funds are also
generally used to support programs that aim to
“promote political and economic stability, often
through activities indistinguishable from those
provided under regular development programs’
The ESF account is administered by both the
State Department and USAID, with the State
Department primarily controlling the overall
policy and allocation of funds, while USAID
implements the majority of the programs.

Though the objectives and initiatives advanced
by DA and ESF often overlap, the two accounts
(at least in theory) diverge in terms of how
they prioritize advancing U.S. national security
interests as a goal of U.S. foreign assistance.
Attempting to stabilize volatile regions of
particular importance to U.S. interests through
targeted investments is often a primary objective
of ESF funding, even if some of the programs
funded are indistinguishable from DA programs,
such as funding for education and public health
in the MENA region. Scott Morris, an analyst
at the Center for Global Development (CGD),
has noted that “ESF objectives are driven by
[US] strategic considerations, not poverty
reduction”” DA-funded programs, though
addressing similar issues, often demonstrate a
greater focus on the goal of global development
for development’s sake, as opposed to

HIGHLIGHTS

e The FY18 budget request
includes a proposal to consolidate
Development Assistance and
Economic Support Funds into a
new account called the “Economic
Support and Development Fund.”

e Consolidating these accounts would
reduce funding by 46 percent from
the FY17 level globally, but have
little to no direct impact on such
assistance to the MENA region.

e This proposal is an indicator
for how narrowly the Trump
administration views U.S. foreign
assistance - solely as a tool to
promote U.S. national security
interests and short-term policy
priorities.

development to advance specific U.S. national
security objectives.

The MENA region has historically not been a
large recipient of DA funds (in part because
nearly every country in the MENA region is
considered more important to U.S. national
security interests than many countries in other
regions of the world) with the exception of small,
periodic amounts of DA allocated for Morocco.
Therefore, on the surface, the consolidation of
DA and ESF account authorities would have
little direct impact on U.S. foreign assistance
to countries in the Middle East and North
Africa. But in other parts of the world, Jeremy
Konyndyk, senior policy fellow at the CGD,
has warned that the ESDF consolidation may
herald a bilateral assistance strategy “guided
more by immediate diplomatic policy goals

27 “Congressional Budget Justification — Department of State, Foreign Operations, and Related Programs, Fiscal Year 2016, U.S.
Department of State, February 2015, https://www.usaid.gov/sites/default/files/documents/9276/FY16CB]StateFORP.pdf
28 Curt Tarnoff, Marian Lawson, “Foreign Aid: An Introduction to U.S. Programs and Policy,” Congressional Research Service, June

17, 2016, https://fas.org/sgp/crs/row/R40213.pdf

29 Peter Ford, “US foreign aid cuts: what could impact be?” The Christian Science Monitor, April 28, 2017, https://www.csmonitor.
com/layout/set/amphtml/World/2017/0428/US-foreign-aid-cuts-what-could-impact-be
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than by durable development outcomes.*

The Modernizing Foreign Assistance Network
(MFAN) concurred, arguing that combining
DA and ESF would “subordinate long-term
development goals to short-term strategic

interests.”3!

This year’s budget request states that the funds
requested for ESDF will be focused on foreign
assistance in regions and on programs that
“advance U.S. national security by helping
countries of strategic importance meet near- and
long-term political, economic, development,
and security needs” As a result, the FY18
request proposes eliminating economic and
development assistance to “48 lower priority
units (i.e. countries, bureaus)” when compared
to programming in FY16. “Those proposed
eliminations do not include any countries in the
MENA region, however. In FY16, ten countries
received a total of $1.61 billion in ESF and DA
funds. ** In the FY18 budget request, the ESDF
funds requested for those same countries totals
$1.59 billion”

Globally, in addition to consolidating the
authorities of the DA and ESF accounts, the FY18
budget proposal seeks just $4.9 billion for ESDE,
which would represent a 46 percent decrease
from the comparable FY17 level. In the bigger
picture, foreign governments and bureaus slated
for elimination as recipients of ESDF in FY18
might put pressure on appropriators and the
administration to justify why MENA countries
should continue to receive foreign assistance
at or near similar levels in an environment of
widespread budget cuts to development aid.

This administration’s justification for the
creation of ESDF — i.e. that foreign assistance
should be used solely as a tool to promote U.S.
national security interests and policy priorities,
rather than as a combination of a policy tool
and for the sake of human development in itself

— is an important indication of how narrowly
the Trump administration views the role of
foreign assistance. It also ignores the inherent
connections between human development and
U.S. national security interests — such as the role
effective development assistance plays in helping
to prevent humanitarian crises, failed states, and
violent conflicts that could pose future threats
to U.S. national security. Even for countries
in the region that would continue to receive
assistance under ESDF, new policy priorities
by the administration might create pressure
to end programs within those countries with
more nebulous, long-term outcomes (such as
education and health programs) in favor of more
immediate priorities such as programs to “open
markets and foster economic opportunities for
U.S. businesses.”

In order to merge the DA and ESF accounts,
congressional authorizations for those accounts
may need to be amended. Senator Isakson (R-
GA) raised this issue with Secretary Tillerson
in the June 2017 hearing on the budget
request, suggesting that merging these two
accounts would require new authorizations
from Congress for such restructuring. The
ESDF proposal is also connected to broader
questions of restructuring the State Department
and USAID* in order to streamline foreign
assistance authorities and policies, which are
discussed in the section beginning on page 6.

HUMANITARIAN ASSISTANCE

In addition to the bilateral assistance accounts
which constitute the majority of U.S. assistance
to the Middle East and North Africa, several
MENA countries also receive funding from
global humanitarian accounts such as Migration
and Refugee Assistance (MRA), International
Disaster Assistance (IDA), and PL. 480 Title
IT (Food for Peace). Armed conflicts in Syria,

30 Jeremy Konyndyk, “Our First Peek at Trump’s Aid Budget: Big Changes, but Will Congress Play Along?” Center For Global
Development, April 28, 2017, https://www.cgdev.org/blog/our-first-peek-trumps-aid-budget-big-changes-will-congress-play-along
31 “Guiding Principles for Effective U.S. Assistance,” The Modernizing Foreign Assistance Network, 2017, http://modernizeaid.net/

wp-content/uploads/2017/06/MFAN-goals-principles-2017.pdf

32 Those ten countries are Egypt, Iraq, Jordan, Lebanon, Libya, Morocco, Syria, Tunisia, West Bank and Gaza, and Yemen. Of these

ten, only Morocco received any DA funding in FY16: $15 million.

33 “Hearing to Review the FY 2018 State Department Budget Request,” U.S. Senate Committee of Foreign Relations, June 13, 2017,
https://www.foreign.senate.gov/hearings/review-of-the-fy-2018-state-department-budget-request-061317r
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Iraq, and Yemen have displaced millions of
people and created humanitarian crises across
the region. Countries that host large numbers
of Syrian and Iraqi refugees, such as Turkey,
Lebanon, and Jordan are heavily dependent on
international aid to absorb and support growing
refugee populations within their borders. In
Yemen, the armed conflict has left millions on
the verge of starvation as a cholera epidemic
and famine threaten much of the country. But
while humanitarian needs across the region
reach new levels, the administration’s FY18
budget request proposes dramatic reductions to
these lifesaving accounts.

The FY18 budget request proposes to eliminate
the Food for Peace account, instead suggesting
that “funding for emergency needs [is requested]
within the more efficient International Disaster
Assistance (IDA) account” Secretary Tillerson
testified in June 2017 that “in comparing those
two methods of delivery [of Food for Peace and
IDA] clearly IDA is far superior in its speed of
delivery, its ability to get the needed aid to people
quickly”* However, the International Rescue
Committee has warned that the “proposal to
eliminate Title II food aid, along with reductions
in food-security programming, would impact
an additional 30 million people, effectively
doubling the global famine”®* International food
aid programs have also been historically popular
in Congress as well, since the creation of Food
for Peace by President Eisenhower in 1954.
Chairman of the House Agriculture Committee
Mike Conaway (R-TX) defended funding for
Food for Peace in June 2017: “Americans are big-
hearted folks who love seeing the U.S. flag on a
donated bag of rice”**

From FY13 to FY16, Yemen received at least
$320 million from the Food for Peace account.
In the FY17 omnibus, Congress included an
additional $990 million under the IDA account

HIGHLIGHTS

e While humanitarian needs across
the region reach unprecedented
levels, the FY18 budget
request proposes dramatic
cuts to lifesaving accounts,
including Migration and Refugee
Assistance, International Disaster
Assistance, and Food for Peace.

e As the threat of famine looms in
Yemen, Congress has pushed the
administration to expedite the
delivery of emergency food and
disaster assistance allocated in
May 2017.

e The administration proposes
reducing Migration and Refugee
Assistance funding by 18 percent
in FY18 - this account supports
protection and assistance
programs for more than 32 million
refugees and internally displaced
people across the MENA region.

for famine prevention, relief, and mitigation
for Yemen, South Sudan, Somalia, and Nigeria.
Ten Senators, including Senate Appropriations
Committee Chairman Thad Cochran (R-MS)
and Vice Chairman Patrick Leahy (D-VT),
wrote to OMB Director Mick Mulvaney in May
2017 stating, “Humanitarian aid can sometimes
take months to reach its intended destination. It
is imperative that [this $990 million] be released
without delay”® In July 2017, USAID announced
the release of nearly $639 million of this $990
million to address the crises in South Sudan,

34 “Department of State- Budget Hearing,” U.S. House of Representatives Committee on Appropriations, June 14, 2017, https://
appropriations.house.gov/calendar/eventsingle.aspx?EventID=394899

35 “Four Ways Trump Budget Cuts Put America-and the World- at Risk,” International Rescue Committee, June20, 2017, https://
www.rescue.org/article/four-ways-trump-budget-cuts-put-america-and-world-risk

36 “The Next Farm Bill: The Future of International Food Aid and Agricultural Development,” U.S. House of Representatives
Committee on Agriculture, June 7, 2017, https://www.youtube.com/watch?v=yjRXTWF5BQs

37 Senator Thad Cochran et. al. “Letter to Mick Mulvaney,” May 18, 2017, https://www.cochran.senate.gov/public/_cache/files/
d7e54bce-d6e5-41bb-af8b-866035a10f2e/051817-Famine-Letter-to-OMB-final. pdf
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Nigeria, Somalia, and Yemen.*

At the time of publication, administration
officials reported that it had not yet been
decided how much of that $990 million would be
allocated for Yemen. In June 2017, Senator Chris
Coons (D-CT) asked about delays in obligating
$1.3 billion in IDA funds. Secretary Tillerson
said that aid delivery on the ground was difficult
in some areas, including in Yemen via the port of
Hodeida, and that he was working with partners
on the ground to ensure aid reached those most
in need. For further discussion of assistance to
Yemen, including disaster assistance, please see
the country section beginning on page 78.

The FY18 IDA request of $1.8 billion
would provide humanitarian assistance for
international disaster relief, rehabilitation, and
reconstruction, “with a focus on crises at the
forefront of U.S. national security interests...
including in Syria, Iraq, Yemen, Nigeria,
Somalia, and South Sudan” The budget request
also includes broad transfer language to allow
funding to be transferred between IDA and
MRA accounts, which would “allow funding
to shift to MRA if there is an unexpected
increase in refugee needs or to IDA if there is an
unexpected increase in internal displacements
in evolving conflicts”

While the administration’s budget request
praises IDA as “efficient and flexible, it also
proposes to reduce funding for the account by
34 percent from its FY17 allocation. The request
urges “other donors, including non-traditional
donors, to increase funding for humanitarian
assistance and lessen the burden on the United
States to respond. [The U.S. government]
will also continue to challenge international
and non-governmental relief organizations to
become more efficient and effective in order to
maximize the benefit to recipients of assistance”

This year’s budget request also proposes
reducing MRA by 18 percent to $2.75 billion

HIGHLIGHTS

e The administration’s budget request
includes a proposal to transfer the
Foreign Military Financing (FMF) of
more than 50 countries from grants
to loans.

e While this proposal could impact up
to $1.1 billion in FMF globally, more
than 80 percent of FMF goes to
Israel, Egypt, Jordan and Pakistan
- and those four countries are
exempted from this move.

e Such a change, combined with
language in the FY17 National
Defense Authorization Act (NDAA)
broadening the authority of the
Department of Defense to provide
security assistance, could accelerate
recent trends of shifting the
provision of security assistance
from the Department of State to the
Department of Defense.

from the FY17 allocation of $3.1 billion, while
also eliminating the U.S. Emergency Refugee
and Migration Assistance (ERMA) Fund.*
Senator Chris Coons (D-CT) criticized this
proposal, saying to Secretary Tillerson in June
2017: “Cutting without a reasonable justification
at a time of record famine I also have some
difficulties with4

Of the $2.75 billion requested for MRA in
FY18, at least $1.2 billion is designated for the
Middle East and North Africa. This funding will
support protection and assistance programs for
more than 32 million refugees and internally
displaced people across the region, including at
least 14 million Iraqis, 11 million Syrians, five

38 “United States Announces Additional Humanitarian Assistance in Response to Famine Risk, Violence, and Forced Displacement,’
USAID, July 8, 2017, https://www.usaid.gov/news-information/press-releases/july-08-2017-united-states-announces-addl-

humanitarian-assistance-famine

39 InFY16 and FY17, approximately $50 million was allocated for ERMA.
40 “Hearing to Review the FY 2018 State Department Budget Request,” U.S. Senate Committee of Foreign Relations, June 13, 2017,
https://www.foreign.senate.gov/hearings/review-of-the-fy-2018-state-department-budget-request-061317r
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million Palestinians, and two million Yemenis.
Across the MENA region, observers expect
the needs and numbers of these people only to
increase in the coming year, and have strongly
criticized the administration’s proposal to cut
these accounts in FY18. Senator Dick Durbin
(D-IL) said to Secretary Tillerson:

“Currently, Jordan has absorbed 3 million
or 4 million refugees in a nation of 7 million
people....So what does this budget do to
Jordan? This budget cuts by 18 percent
migration and refugee assistance to countries
like Jordan. We're not accepting refugees,
we're saying to the countries that are, we're
going to cut your funding. Think of a more
creative way to feed those refugees. 1.4
million Syrian refugees. It just doesn’t work,
Mr. Secretary.

When pressed on U.S. assistance to refugees
across the region, Secretary Tillerson replied
that the primary U.S. foreign policy goal and
only real solution is to liberate ISIS-occupied
territories in Syria and Iraq so that refugees are
able to return home: “It’s not the objective to have
Jordan have to house those refugees now and
forevermore.” He also repeatedly suggested that
part of the approach was to ask other countries
to provide more assistance, an approach he
labeled “leaning in” Senator Durbin retorted,
“I think we're leaning on, we're not leaning in.
And we're leaning on the poorest people on
earth”? Senator Leahy (D-VT), ranking member
of the Senate Appropriations Committee, asked
Secretary Tillerson, “Does it make us safer if we
don’t do anything to help the refugee situation
that’s overwhelming allies of ours like Jordan?”
Senator Lindsey Graham (R-SC), chairman of the
Senate Appropriations Subcommittee Foreign
Operations, argued that the FY18 budget request
was not “based on threats we face. I just don't see
how given the displacement of this many people
and no end in sight, that...[this] reduction in
disaster assistance is consistent with the threats
we face from the disasters that are going on all
over the world™®

One congressional staffer interviewed for this
report suggested that Congress is very unlikely
to eliminate the Food for Peace account, or
reduce MRA or IDA accounts in a year of
such high need. If anything, appropriators may
reduce bilateral funding lines in order to fully
fund these global accounts. Administration
officials suggested global MRA and IDA are
more flexible funding sources than country-
specific ESF designations, as they have fewer
pre-obligation requirements, enabling programs
to be funded more quickly. At least for FY18,
strong congressional support for the MRA, IDA,
and Food for Peace accounts, coupled with the
unprecedented need for the lifesaving assistance
they provide, will likely mean these accounts are
preserved and funded at high levels. But the
administration could make another push for
eliminating and consolidating certain accounts
as part of its reorganization process, which is
discussed in further detail beginning on page 6.

FOREIGN MILITARY FINANCING
LOANS VS. GRANTS

When the White House first released the broad
outlines of its FY18 budget request in March,
one of the most dramatic proposed changes was
to shift all Foreign Military Financing (FMF)
assistance from grants to loans, with Israel as
the lone exception. In FY16, at least 55 countries
were recipients of FMF grants from the United
States, totaling $6 billion. With Israel ($3.1
billion) exempted, the Trump administration’s
budget blueprint justified shifting $2.9 billion in
FMEF grants to loans “in order to reduce costs
for the U.S. taxpayer, while potentially allowing
recipients to purchase more American-
made weaponry with U.S. assistance, but on a
repayable basis”

When the administration released its more
detailed FY18 budget request in May 2017,
however, the Trump administration had
expanded the list of countries exempted from
the move to FMF loans beyond Israel ($3.1

41 “Hearing to Review the FY2018 Budget for the U.S. Department of State,” U.S. Senate Committee on Appropriations
Subcommittee on State, Foreign Operations, and Related Programs, June 13, 2017, https://www.appropriations.senate.gov/hearings/
hearing-to-review-the-fy2018-budget-for-the-us-department-of-state

42 Ibid.
43 Ibid.
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billion) to include requests for FMF grants for
Egypt ($1.3 billion), Jordan ($350 million), and
Pakistan ($100 million). Altogether, these four
countries’ FMF totals $4.85 billion, equivalent
to about 81 percent of the global FMF total in
FY16. Six other countries in the Middle East and
North Africa (Bahrain, Iraq, Lebanon, Morocco,
Oman, and Tunisia) receiving $417.9 million in
FY16 FMF grants were not exempted and are
included in the proposed change to FMF loans.

To continue providing security assistance to
those six countries and the dozens of others
not exempted, the budget requests $200.7
million for a new global FMF fund to be used as
either loans and/or grant assistance to “solidify
partner-nation commitments and leverage U.S.
assistance to the greatest effect” This global
fund is requested under the State Department’s
Bureau of Political-Military Affairs (PM),
and the request also includes $70 million in
administrative expenses for PM to manage FMF
grant and loan programs, as well as International
Military Education and Training (IMET).

The FMF loan proposal has generally been met
with skepticism in Congress. Senator Patrick
Leahy (D-VT), ranking member of the Senate
Appropriations Committee, noted in a letter
to the Senate Budget Committee that a shift
to FMF loans “would require poorer countries
to reimburse the United States (which past
experience has shown they are unable to do)
for assistance that is in our security interest to
provide to them” In addition to the budget strain
placed on foreign governments seeking to buy
U.S. defense equipment and services, Senator
Leahy said the move would “erode the State
Department’s foreign relationships and increase
demands on DOD, when providing this type of
assistance is not their core mission. Otherwise
these countries will take their business elsewhere
and U.S. industry will be the loser”**

Senator Lindsey Graham (R-SC), chairman of

the Senate Appropriations Subcommittee on
State and Foreign Operations, has expressed
concerns that foreign governments might seek
other suppliers if the United States asks them
to buy U.S. equipment on a loan rather than
grant basis: “The last thing I want allies to do is
go to the Russians and the Chinese because we
are penny-wise and pound-foolish” ** Rep. Kay
Granger (R-TX), chair of the House Defense
Appropriations subcommittee, asked Secretary
Tillerson in June 2016, “If we cut [FMF], who
does it? How many countries go to Russia,
how many countries go to China? There’s a
cost there and it’'s not a dollar cost, it’s a cost
in lives...are you really considering it seriously?”
Secretary Tillerson responded that, “OMB
has asked us to look at other ways to support
countries’ foreign military finance, including
where countries have the capacity to consider
loan guarantee structures,” but also suggested
that some countries which traditionally received
FMEF grants may be able to instead seek security
assistance through DOD-funded programs to
meet those same needs:

“Secretary Mattis and myself have also set up
a process where...there are some areas that
are closely aligned to our same objectives in
certain countries, where if we are ensuring
were coordinating their budgets with
ours, we think we can still meet a lot of the
objectives of our foreign military financing*

The FY17 omnibus includes $1.6 billion in
counter-ISIL funds, consolidating train and
equip funds for Iraq and Syria, and expanding
the countries eligible to receive assistance from
this fund. In addition to Iraq and Syria, Lebanon
and Jordan were made eligible to receive funding
from this fund in FY17, and the FY18 House
defense appropriations bill proposes expanding
this pool of eligible countries also to include
Egypt and Tunisia. Section 333 of the FY17
National Defense Authorization Act (NDAA)
expanded the DOD’s “global train and equip”

44 “Letter from Sen. Patrick Leahy on FMF Loans,” U.S. Senate, May 17, 2017, https://www.appropriations.senate.gov/imo/media/

doc/Views%20And%20Estimates.pdf

45 Joe Gould, “White House plan to gut foreign military financing would cost defense jobs, senators warn,” Defense News, March 13,
2017, http://www.defensenews.com/articles/white-house-plan-to-gut-foreign-military-financing-would-cost-defense-jobs-senators-warn
46 “Department of State — Budget Hearing with Sec. of State Rex Tillerson,” U.S. House Appropriations Subcommittee on

State, Foreign Operations, and Related Programs, June 14, 2017, https://appropriations.house.gov/calendararchive/eventsingle.

aspx?EventID=394899
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authority for additional purposes, many of which
appear to overlap with activities traditionally
funded by FMF. For example, the FY18 budget
request for FMF to Egypt is intended to support
maritime and border security operations, one
of several new activities now also authorized
under Section 333. The scope of authorized
foreign capacity building by the DOD was
broadened to include training and equipping
for: “counter-weapons of mass destruction
(WMDs) operations; counter-illicit drug
trafficking operations; counter-transnational
organized crime (TOC) operations; maritime
and border security operations; military
intelligence operations in support of lawful
military operations; humanitarian and disaster
assistance operations; and national territorial
defense of the foreign country concerned.”*’

As Senator Leahy’s letter cited previously
highlighted, Congressional members and staff
worry that shifting security assistance from State
(FMF) to Defense-managed accounts (Section
333) is a change that could have profound
impacts on defense budgets and U.S. diplomacy,
despite requirements for the Secretary of
State’s “concurrence” on such programs before
implementation. Rep. Granger (R-TX) warned
against rumors of drawing more heavily from
defense budgets for foreign security assistance,
suggesting that she would oppose “moving
any extra new programs [from the State
Department budget] into defense” Secretary
Tillerson replied, “That is certainly not what we
have underway.... [Secretary Mattis and I] been
working this particular issue of how we ensure
our funding in areas that is complementary to
theirs and theirs is complementary to ours, how
we coordinate that. And there’s no intention of
transferring programs.”*

Congressional staff have expressed concerns
that divorcing military assistance from the
State Department could further empower
military voices at posts abroad, and diminish

the influence of diplomats in a scenario where
“the DAT [defense attaché] becomes the most
important person at the Embassy, even more
than the Ambassador” Providing additional
security assistance through DOD under Section
333 rather than through the State Department
would continue recent trends: DOD-managed
security assistance accounts have grown from
$8.5 billion in FY14 to $11.2 billion in the FY18
request, while State-managed security assistance
accounts have decreased from $8.6 billion in
FY14 to $7.1 billion in the FY18 request.

In the FY17 omnibus, appropriators require
a report from the State Department on the
potential impact of transitioning FMF assistance
from grants to loans, including “the budgetary
and diplomatic impacts, and the extent to which
such a transition would affect the foreign policy
interests of the United States. That report was
due to Congress in early July, though at the time
of publication it has not yet been submitted.

Administration officials interviewed for this
report noted that the U.S. government has
little institutional memory on how to manage
EMEF loans; with the exception of a $2.7 billion
EMF loan to Iraq, FMF loans have not been
widely used as a financing mechanism since the
1980s. Historically, efforts to ofter FMF loans
to countries around the world in the 1980s
created a number of problems both for recipient
countries and the U.S. government. Due to
widespread lack of repayment, $26.4 billion in
FMF loans was outstanding in 1988. According
to the GAO, at least 14 foreign governments’
loans were refinanced at concessional interest
rates over the next few years, with costs to the
U.S. government totaling $1.8 billion.* At least
nine countries were sanctioned during this time
period for defaulting on repayment of U.S. loans.
Egypt and Israel also took on more than $15.7
billion in FMF loans until they were shifted to
a grant basis in 1985, and many of those past
loans were either restructured or forgiven.

47 Liana W. Rosen, et al, “Security Cooperation: Comparison of Proposed Provisions for the FY2017 National Defense Authorization
Act,” Congressional Research Service, November 1, 2016, https://fas.org/sgp/crs/natsec/R44673.pdf

48 “Department of State — Budget Hearing with Sec. of State Rex Tillerson,” U.S. House Appropriations Subcommittee on

State, Foreign Operations, and Related Programs, June 14, 2017, https://appropriations.house.gov/calendararchive/eventsingle.

aspx?EventID=394899

49 “Security Assistance: Foreign Military Sales Debt Refinancing,” Government Accountability Office, August 19, 1989, http://www.

gao.gov/assets/220/211598.pdf
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Under the proposal in the FY18 budget request,
all countries would be eligible for FMF loans
from the U.S. government. However, the best
terms offered (repayment over 12 years at a 5
percent interest rate) may not be competitive
against loans offered by other countries on the
global market. And for poorer countries with
bad credit, the terms of FMF loans would have
to be even stricter, requiring higher interest
rates. Administration officials have suggested
that the proposed $200.7 million global fund
could be used to contribute to the subsidy cost
of the loan in order to improve the terms.

But many officials in the administration and in
Congress have expressed serious reservations
with a large expansion of FMF loans, particularly
with the long-term implications for countries
unable to repay the loans. Drawing on the lessons
from the 1980s, they suggested it might even be
irresponsible of the U.S. government to offer
loans to countries for large military purchases
knowing the high risk of default on those loans,
and the broader impact that could have on
foreign countries’ economic stability. There are
a few wealthier countries that now receive very
small FMF grants either as a relic of the Cold War
era (Czech Republic and Poland) or as a sign of
political support (Bahrain and Oman). It could
make sense to graduate these recipients to FMF
loans, but most FMF recipients are relatively
lower-income and ill-suited for such a change.

Another claimed benefit of shifting to loans, i.e.
“potentially allowing recipients to purchase more
American-made weaponry with U.S. assistance,’
is largely untested. With the exception of Iraq,
which applied all $250 million of the FMF grant
it received in FY16 to the subsidy cost of a $2.7
billion loan, there are no other recent examples
of recipient countries of FMF grants using them
to increase their purchasing power in the form
of loans. Administration officials have sent
surveys to diplomatic posts overseas to gauge
foreign governments’ interest in FMF loans.

In many ways, requiring more than 50 countries
to shift from FMF grants to loans would be a

massive change in how the U.S. develops and
maintains its strategic partnerships around the
world, and many countries would likely look
elsewhere to diversify their defense suppliers.
On the other hand, the administration’s decision
to exempt the four largest recipients of FMF
grants (which together receive approximately
80 percent of the world’s FMF) means that the
bulk of the costs of the FMF grant program is
not being closely re-examined at all. Egypt’s
military assistance package, which is discussed
in greater detail in the country section on page
34, is severely outdated and should be one of the
first places the administration looks when trying
to restructure military aid to more closely align
U.S. strategic interests with investments of U.S.
tax dollars. Some Congressional staff suggest
that this year’s FMF loan proposal could have
that unintended consequence: if more than 50
countries are seeking to convince appropriators
to maintain their FMF grants, it puts extra
attention and pressure on the four exempted
countries to justify why they should have their
FMF grants maintained at the same level. Of
those four, Egypt is perhaps the most obvious
target as it has the second largest FMF package
in the world ($1.3 billion), lacks the level of
broad Congressional support enjoyed by Israel
and Jordan, and its FMF package has long been
widely criticized as outdated.

Some congressional staff suggest that the
proposal is unlikely to be implemented, for
all of the reasons mentioned above, along
with the absence of any serious effort by the
administration to convince Congress of the
merits of the change. Although FMF loans
may make sense for a few small-dollar, legacy
recipients of FMF grants, the proposal is
unlikely to be adopted in the wide-ranging
manner proposed. Regardless, the broader trend
of security assistance increasingly implemented
by the DOD rather than the State Department
should be closely watched by congressional
appropriators, both for the impacts of this shift
on U.S. diplomacy as well as the lower levels of
oversight and transparency surrounding DOD-
managed security assistance.
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MAJOR INITIATIVES:
MULTI-COUNTRY ACCOUNTS AND PROGRAMS

OFFICE OF NEAR EASTERN AFFAIRS
ASSISTANCE COORDINATION
(NEA/AC) AND THE MIDDLE EAST
PARTNERSHIP INITIATIVE (MEPI)

In June 2014, the State Department created the
Office of Assistance Coordination in the Near
Eastern Affairs Bureau, which replaced the
Office of the Special Coordinator for Middle
East Transitions that had been established in
2011 to oversee the U.S. assistance response for
Egypt, Libya, and Tunisia following the Arab
uprisings. This new office, referred to as NEA/
AC, was established to improve coordination of
all assistance for the region provided through
appropriations for the State Department,
Foreign Operations, and Related Programs,
including all USAID-managed assistance. In
fiscal year 2017, the NEA/AC office expects
to obligate more than $142 million to support
economic development, good governance,
education, democracy programs, and human
rights reform in 20 countries in the region.*

As described in previous editions of this report,
NEA/AC also absorbed the Office of the Middle
East Partnership Initiative (MEPI), a move seen
as controversial by many in the pro-democracy
community. While administration officials have
defended the integration as a practical decision
to coordinate assistance and share institutional
knowledge more broadly, outside observers have
been frustrated by the lack of clarity regarding
its mission, priorities, and role. Many of these
critics have worried that the absorption of MEPI
into NEA/AC, paired with a steadily decreasing
budget for MEPI, has diminished its historic
role as a pro-democracy, pro-civil society actor
within the NEA bureau.

While MEPI spent $66.5 million on programs
in FY16, this year’s budget request includes
only $25 million for MEPIL, a cut of more
than 62 percent. If enacted, this funding
level would represent the lowest level since

MEPI was established in 2002, when the Bush
administration reprogrammed $29 million in
FY02 funds to launch the Initiative. This appears
to reflect the generally diminished appetite for
supporting independent civil society and other
reform-oriented programs, as well as declining
support for MEPI in particular.

Not only is MEPI's overall budget request
down 58 percent from the FY17 request, but
the objectives prioritized in the FY18 budget
request are dramatically reordered. This year’s
request proposes that 74 percent of MEPI’s
budget be spent on economic growth programs,
asignificantly higher proportion than at any time
in the past. Historically, the primary emphasis
of MEPI’s programing has been democracy and
governance: the proportion of MEPI's budget
dedicated to the GJD objective ranged from
42 to 83 percent over the period from FY06 to
FY17, while the proportion of MEPI's budget
dedicated to economic growth never exceeded
19 percent during that same time period. This
shift is in line with widespread perceptions that
MEPI is steadily moving away from its previous
focus on supporting democracy and governance.

In previous years, State Department officials
were defensive about criticism from the
democracy community that MEPI was getting
“out of the democracy game,” but that now seems
to be more clearly acknowledged. MEPI officials
describe the top priorities of the initiative as
promoting stability and economic opportunity,
including some governance programming to
reinforce those priorities. And they state clearly
that MEPI programs no longer champion
human rights or fundamental freedoms, instead
leaving such work to the DRL bureau.

In the past, MEPI had been especially proud
of its open and public partnerships with local
actors across the region, including independent
civil society and pro-reform voices. But direct
support for civil society has grown much more

50 “Federal Register / Vol. 82, No. 96 / Friday, May 19, 2017 / Notices,” U.S Department of State, May 19, 2017, https://www.gpo.gov/

fdsys/pkg/FR-2017-05-19/pdf/2017-10172.pdf
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NEA/AC & MEPI snapshot

HIGHLIGHTS

e The FY18 budget request includes just $25 million for the Middle East
Partnership Initiative (MEPD. If enacted, this funding level would represent
the lowest level since MEPI was established in 2002.

e MEPI’s programming is increasingly focused on supporting entrepreneurship
programs in the region, and MEPI no longer plays the pro-reform role in

policymaking that it once did.

MEPI FUNDS: REQUESTED VS. GRANTED, FY07-18
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difficult as autocratic governments across
the region have moved to close the political
space for such groups to operate. As a result,
such public, visible support has become less
practical, in favor of the quieter approach
preferred by other mechanisms such as DRL
or the NED in restrictive or closed countries.
NEA officials interviewed for this report said
that MEPI has “taken sides” in the past by
supporting civil society when not welcomed by
the host governments, but that this approach
had backfired and that MEPI would no longer
“take sides” in this way. Of course, such a shift
would be described by democracy advocates in

FY12 FY13 FY14 FY15 FY16

FY17 FY18

the region as merely choosing to side with the
repressive governments in the region rather
than with pro-democracy actors.

Indeed, MEPI now appears to be working to
improve its relationships with host governments
in the region and consequently to support
projects welcomed and encouraged by those
governments. MEPI officials now describe the
governments of Algeria or Kuwait as “willing
partners” that value the need and benefit of
MEPI to help address bloated public sectors
through work on regulatory reforms and with
entrepreneurs.
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State Department officials defended the
dramatic reorientation of MEPI's work toward
support of entrepreneurship and economic
growth programs as “rightsizing” and being
responsive to local needs. For example, working
with public-private partnerships is cited as
an example of innovation through leveraging
private sources of funding to expand the impact
of US. government assistance, and they note
that funding opportunities for entrepreneurship
see much higher response rates than those
focused on democracy and governance or
education. Rather than supporting democratic
reform programs that could be viewed as
confrontational by repressive governments,
their goal is to work with states to open space
for entrepreneurs and enhance relations with
citizens in the private sector. NEA officials
contend that MEPI continues to take risks and
carry out controversial programming, such as
projects with sex workers in the region. But while
this work on issues may be viewed as “taboo”
or controversial according to societal norms, it
is clear that MEPI no longer seeks to support
programs opposed by the host governments.

Some members of the democracy community
criticize this approach as a self-imposed
rebranding effort in an attempt to better sell
MEPTI’s mission to a new administration less
interested in supporting democracy in the
region. Many observers expressed frustration
with the reticence of NEA/AC and MEPI to
program available FY17 funds due to fears
of potential cuts in FY18. Coupled with the
absence of a Senate-confirmed Assistant
Secretary to lead the Bureau of Near Eastern
Affairs, there is a lack of policy direction that is
leading to many inquiries about potential new
funding opportunities, but few of those inquiries
seem to materialize into concrete Notices of
Funding Opportunities (NOFOs). As a result,
some members of the democracy promotion
community described programs administered
by NEA/AC as “running on fumes” as MEPI
is second-guessing what programs they should
fund and how they should present them to
leadership at the State Department and OMB.

As in the past, a portion of MEPI's budget
remains allocated to providing support for their

local grants programs, which give small grants
directly to nascent civil society organizations
as well as “to directly develop partnerships and
empower women on both the national and local
levels between government officials, businesses,
civil society, and citizens to advance our interests
in stability and prosperity.” In addition, Congress
is likely to renew its perennial earmark of $12
million for MEPI's funding for scholarships for
Arab students to attend American universities in
Cairo and Beirut. MEPI officials said they want to
continue working on educational enhancement
and leadership development programs (such
as the Leaders for Democracy Fellowships and
Tomorrow’s Leaders program), and redouble
efforts to strengthen support to alumni of such
programs afterward. For example, an aspiring
Arab student who participated in the LDF
program that went on to start a local initiative
could be funded by MEPI's Local Grants
program, incubating the organization until it
developed enough capacity to graduate and seek
larger sources of financial support.

Some congressional staff and former State
Department officials have long expressed their
desire to eliminate this earmark so that MEPI
could have greater flexibility in its educational
programming. One congressional staffer
interviewed for this report criticized the English-
language requirement of these scholarships
as only benefitting the wealthy elite in these
countries who do not need scholarships, and
suggested the three American universities that
benefit from the earmark receive a significant
windfall in tuition revenue from the funds. More
broadly, if MEPI's budget is enacted at the $25
million level requested in FY18, and $12 million
of that is earmarked for scholarships, the $13
million remaining for programming across the
entire region would be spread too thin to have
any real impact.

Sinceitsintegration into NEA/ACin 2014, MEPI
has made some progress in its communication
and outreach to the pro-democracy community
to more clearly define its strategy and priorities
in the region. But that clarity has come with
an affirmation of some of what democracy
advocates had feared would happen to MEPI
— it has lost its former identity as a strong pro-
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reform office within NEA that was willing to
support independent pro-democracy actors
across the region without the need to maintain
close relationships with host governments.

THE [MEPI] INITIATIVE IS NOW
A TOOL FOR IMPLEMENTING
POLICY RATHER THAN
INFLUENCING WHAT U.S. POLICY
IN THE REGION WILL BE. MEPI
IS NO LONGER A PRO-REFORM
VOICE WITHIN POLICY DEBATES
IN THE STATE DEPARTMENT.

In addition to the shifts in MEPI’s programming,
MEPI also no longer plays the pro-reform role
in policymaking that it once did. MEPI staff
interviewed for this report acknowledge that
the initiative is now a tool for implementing
policy rather than influencing what U.S. policy
in the region will be. MEPI is no longer a pro-
reform voice within policy debates in the State
Department, and it is shifting from its historic
role of backing independent democracy voices
in the region to an approach that largely hinges
on cooperation with autocratic governments.
MEPI continues to run smaller-scale, more
flexible programs than USAID, and continues to
have programming in countries where USAID’s
presence is limited. But it is no longer willing to
support programs that it views as important to
reform if those programs would be perceived as
confrontational by the host governments.

Eight years ago, during the transition to the
Obama administration, there were serious
questions as to whether MEPI — an initiative
created by the Bush administration — would
survive the transition and be supported
by the Obama administration. The Obama

administration put these questions to rest in
its first budget, by requesting $86 million, a
72 percent increase over the existing budget
at the time. MEPI continued to grow during
the early years of the Obama administration,
before this trend was reversed in President
Obama’s second term, during the tenure of
NEA Assistant Secretary Anne Patterson. The
absorption of MEPI into the NEA/AC Office
and its shift away from more confrontational
pro-democracy programming seemed to
diminish its stature and importance within the
Department, an impression reinforced in the
Obama administration’s final budget request
for FY17, which included the smallest budget
allocation for MEPI of the administration’s eight
years.

Today, the fate of MEPI — and perhaps also
of the NEA A/C office more broadly — under
the Trump administration will likely be tied
to larger decisions about reorganizing and
restructuring the State Department.®® But the
sharp budget cut requested for FY18, along with
lagging Congressional support, certainly calls
the Initiative’s future into question once again.
Amid the debates on MEPI’s future eight years
ago, a Brookings Institution paper made the
case that “Dismantling MEPI would certainly
‘press the reset button’ on America’s democracy
diplomacy in the Middle East, but it might also
suggest to regional governments that they can
begin to repress with impunity”? Although
MEPI has not yet been formally dismantled, the
changes that it has undergone in recent years are
part of a broader move away from confronting
autocratic governments over their domestic
repression, a move that has unsurprisingly
coincided with those governments brutally
repressing with impunity.

USAID MIDDLE EAST REGIONAL (MER)
As noted in last year’s edition of this report,

the Middle East Regional (MER) is “largely a
bureaucratic and budgetary heading referring

51 For additional detail, refer to the State Department and USAID integration section on page 6.
52 Tamara Wittes, “Democracy Promotion Under Obama: Lessons from the Middle East Partnership Initiative,” Brookings
Institution, May 2009, https://www.brookings.edu/wp-content/uploads/2016/06/05_democracy_promotion_wittes.pdf
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THE FOREIGN AFFAIRS BUDGET FOR FISCAL YEAR 2018

MER snapshot

HIGHLIGHTS

e The FY18 request of $5 million is the lowest ever for the MER, just one-sixth

of the FY17 request.

e The small request calls into question the new administration’s support
for the Obama-era “Civil Society Innovation Centers,” previously funded

through MER allocations.

USAID OMEP/MER FUNDING LEVELS, FY09-18
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to an allocation of funds to USAID for the
MENA region, outside of the bilateral assistance
packages to specific countries” While not a self-
contained program or initiative, it generally
fulfills the roles previously played by USAID’s
now-closed Office of Middle East Programs
(OMEDP) at the Embassy in Cairo, which focused
on regional and cross-border programs, and
also plays a role in some additional democracy
and governance programming.

USAID’s Middle East Bureau manages MER
activities, with staff based in Washington and
Frankfurt. According to USAID employees
interviewed for this report, there are now

approximately 16 staff based in Frankfurt
and working on the MENA region, including
individuals focused on Libya, Yemen, and
Lebanon, as well as a number of technical
experts including regional democracy and
economic specialists.

The FY18 budget request describes the MER’s
purpose as “the design and [management
of] regional assistance mechanisms that field
missions can utilize quickly when challenges
or opportunities warrant immediate actions,
thereby expediting the field’s ability to respond”
In other words, MER designs frameworks for
substantive programs on a range of subjects and
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needs, to which other parts of the assistance
community may “buy in” This is significant “for
limited and non-USAID presence countries that
often do not have the time or staff to design and
award stand-alone programs’®® Because they
are not mandated for use in a specific country
ahead of time, like the bilateral accounts, funds
allocated under the MER heading have also
provided USAID with needed flexibility to
respond to volatile and unpredictable needs that
have arisen in recent years.

The FY18 request appears to raise significant
questions about the future of the MER heading
and programs, seeking only $5 million, including
$1.2 million for Peace and Security, $1.5 million
for GJD, $1.5 million for Economic Growth, and
$800,000 for Investing in People. The budget
request describes potential programming
as including “accountable governance and
stabilization (including education), economic
reform and job creation, and CVE” The FY17
request sought six times ($30 million) the
Trump administration’s FY18 request.

Between FY09-FY16, MER’s budget request
steadily grew, with the Obama administration
requesting a peak of $40 million in FY16.
Newly released spending figures show that only
$11.9 million of the FY16 funding was spent,
30 percent of the initial request. Most of the
discrepancy is attributed to only $1.2 million
(5 percent) being spent on Economic Growth,
compared to the $22.3 million requested for the
objective. Additionally, only $1.5 million (18
percent) of the $8 million for GJD programming
has been spent. Officials interviewed for this
report noted that the underspent MER in FY16
was due to a shift to the aforementioned “buy-
in” approach, which focused on using MER
funding to set up programs which country
missions can then buy into using bilateral funds.
They added that this approach is consistent with
a shift of program management and budgets to
the country-level, especially where in-country
presence is growing, such as in Tunisia.

Additionally, a portion of MER funds were
designated for Civil Society Innovation Centers

in the past, including $3.6 million FY17 and $5
million for FY16. The centers were originally
announced as part of President Obama’s “Stand
with Civil Society” initiative announced in
September 2014. The FY18 budget request
makes no mention of these centers, and
it remains uncertain whether the Trump
administration will continue to support them.
The centers do remain a USAID project, for
the time being at least, although the location
of a center for the MENA region has still not
yet been determined. Such a center could
potentially be important both for providing
practical support and for sending a signal of the
importance of civil society as the space rapidly
closes for such groups in the region. But
as is the case with a variety of initiatives and
programs, the fate of these civil society centers
will likely be determined in conjunction with
larger decisions about potential restructuring
of USAID following the strategic review now
underway.

BUREAU OF DEMOCRACY, HUMAN
RIGHTS, AND LABOR (DRL)

The Bureau of Democracy, Human Rights,
and Labor (DRL) leads efforts within the State
Department to advance human rights including
labor rights, promote democratic institutions
and the rule of law, and protect fundamental
freedoms, including religious freedom. Perhaps
most well known for producing the State
Department’s annual congressional reports
on human rights, child soldiers, labor, and
international religious freedom practices, the
bureau also carries out a variety of democracy
and governance programs worldwide, with a
particular focus on protecting human rights
and supporting civil society. Consistent with
the administration’s emphasis on countering
terrorism, the section of this year’s budget
request regarding the DRL bureau notes: “Anti-
democratic attributes, such as the denial of
fundamental freedoms, create conditions ripe
for instability and extremism and result in
regional or global disruptions which often have
direct implications for U.S. national security”

53 “Congressional Budget Justification, State Department, Foreign Operations, and Related Programs,” U.S. Department of State, May

2017, https://www.state.gov/documents/organization/271013.pdf
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