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OPENING STATEMENT OF SENATOR LINDSEY GRAHAM

Senator GRAHAM. The hearing will come to order. Senator Leahy
is on his way. We have Senator Shaheen and Senator Lankford,
along with myself.

We have a great panel here. John Negroponte, Vice Chairman at
McLarty Associates, who has had about every job you can have
from Director of National Intelligence to ambassadorships all over
the world, and has been involved in this part of the world for a
very long time. Thanks, John, for taking time out to pariticipate.
Eric Farnsworth, Vice President, Council of the Americas. Thank
you for coming. John Wingle, the Millennium Challenge Corpora-
tion Country Director for Honduras and Guatemala. Adriana
Beltran, Senior Associate for Citizen Security, Washington Office
on Latin America, an NGO heavily involved in rule of law issues.

The purposes of this hearing is that the American people,
through our budget process, are going to spend some money in the
Northern Triangle countries, and I want to make sure that they
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understand why we are spending, what we hope to get for it, and
how important it is for us to stay involved in our own backyard.
If you are worried about illegal immigration, I think this sub-
committee hearing is very important because we are going to try
to address the root cause of why a lot of people leave these coun-
tries, try to come to America for a better life.

I worry about losing influence in our backyard. Russia and China
are all over the place. If people in the region think we are indif-
ferent, take their support for granted, we are making a mistake.
What we are going to ask for in terms of money given is
deliverables. I can go back to South Carolina or we can go back to
New Hampshire and Oklahoma and say, “You are getting better
government in a part of the world that really matters. It means
less illegal immigration. It means better trading partners. It means
more stability in our own backyard.”

So that is the purpose of this hearing and the four people on the
panel have unique experiences and perspectives and we appreciate
you coming and sharing your thoughts with us so we can make an
informed decision.

Senator Lankford is the brainchild behind this hearing. He has
taken a unique interest in these three countries and I appreciate
that very much along with Senator Rubio and Senator Durbin and
Senator Shaheen and many others on the Democratic side. We un-
derstand how important this region is to our national security and
economic wellbeing and dealing with the problems like legal immi-
gration.

So, with that, Senator Shaheen, would you like to make opening
comments?

STATEMENT OF SENATOR JEANNE SHAHEEN

Senator SHAHEEN. Just thank you all very much for being here.
I am sure Senator Leahy would say that as well and echo the com-
ments of Senator Graham about the importance of these three
countries to both Latin America, but also to the United States.

Senator GRAHAM. Senator Lankford, do you want to make a
statement?

STATEMENT OF SENATOR JAMES LANKFORD

Senator LANKFORD. I would just only make a brief comment, and
one is to thank the Chairman for holding this hearing. This is a
tremendous amount of money that needs some accountability and
oversight. This started with a dream and a purpose to say what are
we doing to be able to help encounter narcotics, what are we doing
to help stabilize a region of the world that is incredibly important
to us that we are geographically close to, but also relationally close
to with many people that are Americans that have their heritage
in Guatemala, Honduras, or El Salvador, but also what are we
doing with immigration?

We saw a flood of immigration starting in 2014 from this par-
ticular region that came into our country illegally. The countries in
that area all raised their hand and said, “We want our citizens to
stay home. We do not want them to run to another country. We
want to have a stable environment here.”



3

It is to our benefit to be able to have a stable Central America.
We want an ongoing trade partner in that area. We want ongoing
relationships. This is in our hemisphere and we should take this
to account. So these three nations have worked to be able to co-
operate together economically. They are democracies that are pas-
sionate about serving their own people and about staying connected
to our country and I think it is right that we pay attention.

But every tax dollar that has been in place, whether it is a tax
dollar they are spending locally, they should be able to show people
in their own nation how they are gaining value. We should cer-
tainly be able to do that for American citizens as well in saying,
“Is the money that we are being spent just throwing money and
saying we did something or what can we show that we accom-
plished?” So the metrics of it will be exceptionally important in the
days ahead to say, “Millions of dollars were spent. This is what the
American taxpayer got from it. And this is how it affected the fami-
lies and the communities there in Central America as well.”

So I look forward to this conversation and I would assume within
the hour we will solve all of those problems.

Senator GRAHAM. Or at least try. Let us start with Mr.
Negroponte.

STATEMENT OF HON. JOHN D. NEGROPONTE, VICE CHAIRMAN OF
McLARTY ASSOCIATES, U.S. CO-CHAIR, NORTHERN TRIANGLE SE-
CURITY AND ECONOMIC OPPORTUNITY TASK FORCE, ATLANTIC
COUNCIL

Mr. NEGROPONTE. Thank you very much, Mr. Chairman and
Members of the subcommittee. I am delighted to be here today. As
somebody who served as United States Ambassador to Honduras
from 1981, believe it or not, to 1985, I feel a little bit like Rip Van
Winkle here and sort of ask myself, you know, what am I doing
here and what has happened in all these intervening years that we
should still be having hearings on Central America. But be that as
it n}llay, that is the situation we find ourselves in. And have to deal
with it.

I have an additional reason for being interested in Central Amer-
ica and Honduras. I have a permanent recollection of that country
in that I have five adopted Honduran children that I have raised
in my household over these many years and very proud indeed of
those five children.

And lastly, by way of introduction, because General John Kelly
was asked by President Trump to be the Secretary of Homeland
Security and he had been chairing an Atlantic Council Task Force
on Central America, I was at the, kind of last minute, invited to
stand in for him as the American co-chair. This was a four-way
task force with co-chairs from the U.S., Guatemala, El Salvador,
and Honduras. And we just published our report about 2 weeks ago
and we have made it available to various Members of the sub-
committee. And it is one task force’s opinion on what we should do
about the situation down there, but the general thrust of it is that
we should continue to be supportive.

So let me just say by way of a brief opening statement that I be-
lieve that the problems of the Northern Triangle have a direct
bearing on the security and the economic wellbeing of the people
of the United States. Illicit drug flows, trafficking in persons, and
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unauthorized migration can and do have adverse impacts through-
out our country. The root causes for these activities are complex.
There are the so-called pull factors in our own country such as high
drug demand and the need for unskilled labor, among other factors.
On the push side, the Northern Triangle countries have been af-
flicted by chronically poor governance, although that situation is
improving, and generally poor development of social and economic
institutions.

Intense population growth, especially in Guatemala and Hon-
duras, has also been a factor. Also, although the ideological wars
of the 1980s are over, the gang wars of this century are very much
in evidence. Indeed, the size of armed groups in these three coun-
tries exceeds—I am talking about the gangs now—exceeds the size
of their armed forces.

Under the Alliance for Prosperity Plan, very useful assistance
has been provided to Guatemala, Honduras, and El Salvador in the
areas of security, institution building, and economic development.
I think we can see palpable progress, but there is work that re-
mains to be done and our continued engagement will be an encour-
agement to those Central Americans seeking to better the lives of
their people and consolidate a true partnership with the United
States to deal with the scourge of transnational crime and the
other ills that I mentioned previously.

The Atlantic Council Task Force report, which I co-chaired along
with representatives from Guatemala, Honduras, and El Salvador,
recommends continued support for the Alliance for Prosperity Plan,
if possible, on a multiyear basis. This is a recommendation which
I wholeheartedly support and believe to be in the national security
interest of the United States.

I thank you for your attention and I would be pleased to try and
answer any questions which you might have. Thank you very
much, Chairman.

[The statement follows:]

PREPARED STATEMENT OF HON. JOHN D. NEGROPONTE

Chairman Graham, Ranking Member Leahy, and members: thank you very much
for the invitation to testify this afternoon on U.S. assistance to the Northern Tri-
angle of Central America. This region—and the issues it faces—are very dear to me.
I was U.S. Ambassador to Honduras from 1981 to 1985. While in Honduras, my wife
and I adopted two Honduran children. In later years we adopted another three Hon-
duran infants into our household. So, this is not just an interesting subject study
for me, my connection to the region runs deeper than that. As I analyze where the
region stands today, I would be remiss not to reflect on how the situation unfolded
when I was Ambassador. Back then, 35 years ago, the problems in the region in-
volved Cold War tensions and ideological violence. People were fleeing to Honduras
from El Salvador and Guatemala.

Today, the situation is different, but not any less concerning. The region has seen
50,000 murders over the past 3 years, high-profile corruption scandals have tested
overburdened institutions and exacerbated discontent, and nearly 10 percent of the
region’s 30 million residents have left in recent years. As you very well know, the
combination of these issues in the Northern Triangle have direct implications for
U.S. national security. These issues end up at our doorstep and become our problem
if we neglect to collaborate with the three countries to address root causes. We saw
it in 2014 with the unaccompanied children and we will inevitably continue to see
it happen if we do not change the status quo.

However, we are usually more focused on conflicts in the Middle East or tensions
with North Korea instead of looking at our own hemisphere. Realistically speaking,
the issues of Northern Triangle matter more to—and have a greater impact on —the
American taxpayer than conflicts on the other side of the world. It is justifiable to
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spend U.S. taxpayer money on helping the Northern Triangle deal with its prob-
lems. Simply put, what happens in San Salvador has direct implications for the citi-
zens of Charleston and Burlington. Combatting drug trafficking and illicit flows—
and working to curb unauthorized migration to the U.S.—are naturally the most
pressing issues from the prism of national security. Moreover, the Northern Tri-
angle represents a key opportunity for the U.S. economy and U.S. businesses. There
is an enormous need for employment generation in the Northern Triangle in order
to achieve greater prosperity. U.S. businesses can help do exactly that, through in-
vestments in infrastructure, agriculture, and customs modernization, in a way that
benefits the U.S. economy as well as our national security.

FACTORS DRIVING MIGRATION

For the past 6 months, I have been the U.S. co-chair of the Atlantic Council’s
Northern Triangle Security and Economic Opportunity Task Force. As part of the
Task Force, the Atlantic Council commissioned a tri-country poll that gauged citi-
zen’s perception of their situation and their leaders. Unsurprisingly, the results
were a scathing indictment of the situation in the Northern Triangle.

Poll respondents expressed virtually no trust in their institutions. Whether it’s
judges, members of the police, tax authorities, more than 75 percent of respondents
said they had little to no confidence in any of them. Even public trust in priests
and pastors barely reached 50 percent in Guatemala and Honduras, failing to reg-
ister 30 percent in El Salvador. The deep challenges faced by people in the region
must be solved with a holistic solution that focuses on economic development, rule
of law, and security.

SUCCESSES AND FAILURES OF US ASSISTANCE

History has shown that any concerted effort cannot neglect key development
issues. For instance, the Central America Regional Security Initiative (CARSI),
which achieved some significant successes, was nevertheless insufficient in improv-
ing economic development and strengthening the rule of law.

That, of course, improved with the Plan of the Alliance for Prosperity, which cut
across three main interconnected themes: economic development, institution build-
ing, and security. The plan underscored that to reduce migration and remove stress
from our Southwest border, it was imperative to tackle the root causes of violence
and joblessness.

There has been one aspect that has been key to the success of this plan: the com-
mitment and collaboration of the Northern Triangle governments. The fact is that
80 percent of Alliance for Prosperity funding comes from the three countries them-
selves. These countries have shown a real, tangible commitment to taking the nec-
essary steps to bolster economic development and curb migration. The reforms that
have been enacted and the admirable work of attorneys general in the region, while
supported by the U.S., are homegrown efforts.

A RENEWED CALL TO ACTION

It is thus crucial, in my view, to push for a renewed call to action here in the
U.S. that builds on the laudable efforts of this honorable Congress and that of the
three countries.

Earlier this month, I participated in the release of the report of the Atlantic Coun-
cil Task Force (Attachment 1) that focuses precisely on the issue at hand today.
Along with esteemed colleagues from El Salvador, Honduras, and Guatemala—and
under the direction of the Atlantic Council—we devised what we consider to be a
blueprint for building a brighter future for the Northern Triangle countries in Cen-
tral America.

As we think about fiscal year 2018, we must build off the Plan of the Alliance
but go beyond what we are currently doing. First, we should be thinking about a
multi-year authorization rather than a yearly package, providing a plan that goes
beyond short-term measures.

Second, a new strategy for U.S. engagement in the Northern Triangle should not
be simply about providing more funds or creating new projects. It is important to
take stock of what is working and what is not. Thus, any fiscal year 2018 strategy
must have a large accountability component. Our report suggests working with the
Inter-American Development Bank to track host country spending in areas that
complement U.S. support. That way, through open and transparent access to data,
we will be able to ensure that (a) the three countries continue to complement U.S.
funding with their own and (b) U.S. funding is spent effectively and efficiently.

Before getting into other actions the U.S. should take, it is crucial to discuss con-
ditionality. The support provided through the Alliance for Prosperity was heavily
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conditioned on enacting a series of measures to strengthen institutions and curb mi-
gration. The recent omnibus bill approved by Congress did the same.

While there is a discussion to be had about the swiftness of the certification proc-
ess to disburse funds, conditionality has proven effective in spurring important re-
forms and will continue to be a key tool to ensure that recent anti-corruption efforts
are sustained.

SPECIFIC RECOMMENDATIONS

In terms of concrete actions, our Northern Triangle Task Force report outlines
recommendations directed at the administration as well as Congress for building
sustainable economic development, strengthening the rule of law, and improving se-
curity.

On rule of law, we must continue supporting the work of CICIG, MACCIH, and
El Salvador’s anti-impunity unit, while also pushing heavily for more structural re-
forms to be enacted. This is the only way to ensure sustained institution building
and reduce dependency on international commissions that depend on the sitting
president for renewal. One such reform would be improving transparency of sec-
ondary public officials such as supreme court magistrates and attorneys general to
depoliticize the process.

On security, we must move beyond mere iron fist strategies. Strengthening and
promoting properly implemented community policing initiatives such as the model
police precincts (MPPs) is crucial. Promoting an increase in the number of women
in the police force could reduce rates of sexual assault, rape, and violence. We've
done this in Afghanistan and Iraq and could replicate it in the Northern Triangle.

On sustainable economic development, the Inter-American Development Bank has
been behind setting up an infrastructure fund in the region. U.S. support of such
efforts is essential in order to spur and provide reassurance to private investment,
as well as incentivize American businesses to participate. We already have the ca-
pacity to expand in this area via OPIC and USTDA. Any new strategy must balance
investment in migrant-sending communities with investment in intermediary cities
that have the highest employment-generating potential. It is simple: if jobs are not
created in the region, people will continue to migrate north.

Regarding human capital, I am reminded of the time when I was Ambassador to
Honduras and the National Bipartisan Commission on Central America, chaired by
Dr. Henry Kissinger, analyzed the problems of the region then. The Commission
concluded that reforming the region’s schools and funding scholarships for study in
the U.S. were critical steps toward stability and prosperity. We should provide more
funding for scholarships that bring Central American students to the United States,
targeting low-income applicants and requiring them to return to their home coun-
tries after completing their education.

On immigration, we need to expand information sharing on deported gang mem-
bers and criminals. Otherwise, we will continue to feed into this vicious cycle in
which we deport criminals to ameliorate violence in our own streets but simulta-
neously contribute to heightened insecurity in the Northern Triangle, which eventu-
ally boils over into our borders once again.

MULTI-YEAR AUTHORIZATION

Before concluding, I would like to emphasize the following. We see this happen
every time: the issues in the Northern Triangle boil over and it becomes news in
the United States. Once they are back on our radar and that of the media, only then
are we compelled to act. Once the frenzy dies down, we put the region on the
backburner again and shift to focusing on other parts of the world. We must be
more consistent in the attention we give to this critical region.

It is essential that assistance to the region is not only holistic, but most impor-
tantly, sustained. A multi-year authorization for the region would help build lasting
change in Guatemala, El Salvador, and Honduras.

Thank you, once again. I look forward to answering your questions.
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Foreword

Congressman Eliot Engel
Honerary Task Force Co-Chair

Ranking Member, House Committee on Fareign Affairs

(D-NY 16th District)

o many Americans, the difficult issues

facing Central America’s Northern Trian-

gle—El Salvador, Guatemala, and Hondu-

ras—may seem distant. But the future of

the United States is tied to these coun-
tries as some of our closest neighbors. Geography
alone demonstrates that their stability and pros-
perity is critical to our national interest.

Trafficking, gang violence, economic underde-
velopment, and an atmosphere of impunity and
corruption continue to present serious challenges
to the Northern Triangle. Some progress has been
made, but more needs to be done to ensure that
the citizens of those countries feel they have op-
tions other than making the perilous trek north to
the United States.

The United States has ready and willing partners
inthe region to help tackle these issues. Democrats
and Republicans must come together to reinforce
and build on the desire for progress. Thisincludes
helping provide momentum for nascent efforts to
address crime and impunity.

US assistance to the Northern Triangle has been
very effective in providing unique local leverage
and complements significant domestic contribu-
tions. Still, we believe more can be done. Future
efforts should prioritize game-changing issues that
provide the maximum return for our investment.

Deep-rooted challenges will notdisappear over-
night. Only long-term investment and partnership
in sustainable economic development, rule of law,
and security will set the region on the right course.
That is why the US Congress should consider a
multiyear bipartisan funding authorization for the
Northern Triangle. Plan Colombia is a prime exam-
ple of what’s possible when Congress puts aside
differences to help move a country in the right di-
rection. And just as in Colombia, national commit-
ment exists in these three countries to collabora-

Congressman David Valadao

Honoraty Task Force Co-Chair

Cao-Chair, Congressional Central America Caucus
(R-CA 21st District)

tively work with the United States.

We signed on as honorary co-chairs of the At-
lantic Council’s Northern Triangle Security and Eco-
nomic Opportunity Task Force because its work
gets to the heart of the solutions needed for the
region. The task force set out to address those con-
cerns, which have been identified as top priorities
by citizens across the region. Its work considered
diverse opinions from the public and private sec-
tors and civil society in the three countries, plus
the United States. And its strong leadership from
all four countries considers multiple vantage points
and political positions.

This report should be viewed as a blueprint for
our work in Congress: It addresses short-term solu-
tions and long-term structural changes. The key
pillars of security, rule of law, and sustainable eco-
nomic development are a familiar refrain for the US
approach to the region. But those pillars support
proposals that offer a fresh outlook for the sus-
tained effort that the region needs. Policy recom-
mendations are directed at both the United States
and the Northern Triangle, because regional prob-
lems require multilateral partnership.

We hope our colleagues consider the ideas in
this report as a starting point for a renewed em-
phasis on the Northern Triangle. And we hope that
the three governments also recognize the imper-
ative of joint action. As the ranking member of
the House Committee on Foreign Affairs and as
the co-chair of the Congressional Central Amer-
ica Caucus, we are proud to be working together
as part of this task force.

This spirit of bipartisanship has the potential to
solve the region’s challenges once and for all. As
discussions on Central America continue, we will
use this report as an important tool in our work
and encourage our colleagues on both sides of the
aisle to do the same.

INDEPENDENT TASK FORCE REPORT | BUILDING A BETTER FUTURE 1
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Executive Summary

entral America's Northern Triangle

is at a crossroads. The region has

seen 50,000 murders over the past

three years, along with high-profile

corruption scandals that have tested
overburdened institutions and stirred public dis-
satisfaction. Lack of economic opportunity, weak
governance, and criminality have led to nearly 10
percent of El Salvador, Guatemala, and Honduras's
thirty million residents leaving in recent years. The
status guo cannot continue domestically or with
regard to US policy. Without a major recalibration
of both US strategy and that of

assistance. Based on the poll's responses and ad-
ditional consultations, the recommendations fall
into three interconnected categories: sustainable

economic development, rule of law, and security.
Like both the region-led Alliance for Prosper-
ity and current US support for the Northern Trian-
gle, the task force operates on the premise that
increasing baorder security alone will not stem the
flow of unauthorized migration. People will con-
tinue to head north if no other option is available.
Illicit drugs will continue to head north as well. The
three countries themselves will never shed the title
of wealk states without a renewed

the three countries, the chal-
lenges faced in the region today
will increasingly lead to bleak
long-term national prospects
and a more direct effect on US
national security interests.

This report provides a new di-
rection for how to regain posi-
tive momentum. Itis the product
of an independent, multisector
task force launched in Septem-
ber 2016 by the Atlantic Council’s Adrienne Arsht
Latin America Center. Composed of high-level policy
makers, business executives, and civil society lead-
ers from each of the Northern Triangle countries
plus the United States, the task force addresses
regional challenges with practical, impact-driven
solutions. The recommendations in this report are
informed by a public opinion survey conducted by
CID-Gallup in the Northern Triangle countries in
fall 2016. It found high levels of distrust in virtually
all institutions and a desire for more international

2 INDEPENDENT TASK FORCE REPORT | BUILDING A BET

Northern Triangle
countries will
never shed the
title of weak
states without a
renewed push to
change course.

push to change course. Thatis why
we must redouble efforts to facil-
itate the necessary conditions for
Guatemalan, Honduran, and Salva-
doran leaders to make the hard but
necessary choices that will provide
renewed momentum for achieving
prosperity.

Local leaders have shown an
increasing desire to enact change.
They are also invested, with more
than 80 percent of Alliance for Prosperity spend-
ing coming from the Northern Triangle. But their
actions, like those of the United States up to this
point, are only first steps. The outsized influence
of the United States in these three countries—and
the directimplications of inaction for US interests—
makes financial and technical assistance an invest-
ment that is not merely aid but a down payment
on greater US homeland security.

Astarting point for US assistance is demanstrating
the return on investment for US taxpayers. This
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A Mational Civil Police agent patrols a trade district in zone 1, Guatemala City, Guatemala.

must be done in terms of showing both results
achieved and complementary funding allocated by
the three countries themsalves Forthat reason, and
for the purpose of creating greater transparency
inthe region, the task force believesitis critical to
develop publicly accessible, easy-to-use resources
to track the amount of funding budgeted and
spent by the three countries in the areas that

cormplement US investment. These significant in-

country commitments need to be more closely
tracked.

I all thrae countries, the lack of economic op-
portunity Isa key motivator for migration. A three-

pronged approach to boost economic prospects
should focus on integration and infrastructure, key

sactor development, and hurman capital. Jobless-
ness poses grave risks in violent societies, where
gang recruitment thrives among poor youth and
fragile families. This raport identifies strategic sec-
tors of Northern Triangle economias that prasent
immediate opportunities for growth (see p.20).
Commercial activity demands reliable infrastruc-
ture, To support this, the task force calls for get-
ting behind a recently created infrastructure fund
that facilitates public-private partnerships while
addressing one of the key impediments to growth
(sea pl8). To operate effectively, this fund must in-
clude mechanisms to reduce corruption
Improving customs proceduras would also spark
greater commarce among the three countries and

INDEPENDENT TASK FORCE REPORT | BUILDING & BETTER FUTURE 3
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Hondurans march against corruption in 2015 demanding a United Nations-backed impunity commission. Local
mabilization was instrumental in the creation of MACCIH

greater axports from the United States. For that,
we propose a trinational institution for border co-
ordination (see p19). Another priority is to invest
in comrmunities with high economic potential, such
as Intermediary citles (see p.20), while also pro-
viding robust support for the communities from
which children are migrating. Anothartoolisto pro-
vide more scholarships for Central American stu-
dents to help their countries transition to a knowl-
edge-based economy (see p.23)

Systeric corruption, inefficient public spend-
ing, and a lack of oversight of financial flows com-
promise the Northern Triangle’s potential for eco-
nomic growth and ability to address reglonal security
problems, Three areas hinder prograssin rule of law,
where both the United States and each government

4 INDEPEMDENT TASK FORCE REPORT | BUILDING

can make headway with the right invastment: cor-

ruption and financial crimes, public finance regimeas,
and the strangth of judicial institutions.
Corruption can be reduced by clamping down

on money laundering through digitizing finan-

clal transactions and implementing a roadmap to
comply with and enforce international anti-money
laundaring standards (see p.28). The United States
can help deter and prosecute financial crimes by
providing technical support to the relevant au-
thorities (see p 27) Additionally, the threa gov-
arnments must continug their efforts to reform
judicial institutions and tackle corruption, includ-
ing reaching agreements for US and other inter-
national advisors to help Judges and prosecutors
clear the backlog of cases (see p.25). Ensuring

BETTER FUTURE

SOURCE: REREVE/FLICKR



the success of anti-impunity efforts, such as Gua-
temala’s International Commission Against Impu-
nity (CICIG), Honduras's Mission to Support the
Fight Against Corruption and Impunity (MACCIH),
and El Salvador’s anti-corruption unit, would sig-
nificantly help to ensure local improvements in the
rule of law (see p.25). At the same time, Northern
Triangle governments should fix uneven tax play-
ing fields to improve spending efficiency and rev-
enue collection (see p.29).

Prosperity in the region will not materialize with-
outsecurityimprovements; 95 percent of homicides
go unsolved, more than 75 percent of poll respon-
dents have little or no trust in the police, and few
mechanisms exist to address the temptation to join
gangs or reduce their influence.
The inability of the authorities

15
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gang recruitment (see p.34). With an expected rise
in US deportations, greater information sharing is
necessary with the Northern Triangle governments
regarding returnees (see p.35). lllicit trafficking will
only continue to rise without new strategies from
both the United States and the Northern Triangle
countries. Here, regional governments can build
on the new trinational anti-gang force. The United
States should also work with local authorities to
concentrate on constricting illicit corridors (see p.37).

The task force understands that these solutions
must be implemented as part of a broad-based in-
terconnected strategy. No solution will succeed as
a stand-alone initiative. Simply put, infrastructure
projects cannot thrive without addressing corrup-
tion. High-scale prosecutions and
convictions will be piecemeal ad-

to curtail the effects of gang vi-
olence has led to a widespread
sense of lawlessness, which
consequently has contributed
to high emigration rates. The
region also has become a tran-
sit corridor for illicit narcotics on
their way to the United States.
A strategy that combats inse-
curity should focus on policing
improvements, criminal justice
and prison reform, and a crack
down on gangs and trafficking.

As with the task force's recommendation to
send advisors to help clear judicial backlogs, more
US advisors should be sent to provide technical

assistance and training to local police forces.
Community policing initiatives offer an opportunity
to make inroads in combating rampant insecurity
as well (see p.33). Governments in the region
must also double down on strengthening police
accountability (see p.33). Communities need a
comprehensive push to diminish the strength of
gangs. This includes both prevention programsin
high-risk neighborhoods, as well as making sure that
overcrowded prisons are not breeding grounds for

INDEPENDENT TASK FORCE REPORT | BUILDING A BE

This report serves
as a blueprint for
addressing the
challenges and
responses that
would strengthen
US national
security and
regional stability.

vances without profound judicial
reform and the political will to enact
it. A better-equipped police force
will not achieve far-reaching suc-
cess if the economic incentives to
join gangs continue to exist.

Guatemala, Honduras, and
El Salvador are at a moment of
reckoning. Action now is essential
to prevent a further downward spiral
that will directly affect US interests.
Funding that balances security and
development, provides technical support, and is
subject to stringent external oversight will be critical
in expanding economic oppertunity and building
institutional capacity. As President Donald Trump
and Congress identify priorities, a comprehensive,
long-term strategy for the Northern Triangle—
advanced through a multi-year authorization
bill—would provide the stability for the necessary
strategic planning to further US priorities. This report
servesasa blueprint for addressing the challenges
and responses that would strengthen US national
security and regional stability.
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Overview of
Recommendations

SUSTAINABLE ECONOMIC DEVELOPMENT

US-Focused Northern Triangle-Focused
Recommendations Recommendations

Support the new infrastructure Prioritize improving secondary
fund coordinated by the IDB (p18). | and tertiary roads in key economic
development zones (p.18).
Double down on current efforts to
modernize and streamline customs | Create a trinational institution in charge
procedures (p19). of coordination among all border actors
Integration and | o570 3 public-private supply PR
infrastructure | cpain security initiative that
focuses on the physical safety of
transported goods (p.19).
Introduce technology to trace
trucks and public transportation
vehicles (p.19).
Focus assistance on migrant- Focus funding on strategic sectors for
sending communities and economic growth (p.20).
Key sector B eEny e (020 Reduce informality with a sector-specific
development | 55500t and build on agriculture strategy that includes stricter penalties for
projects that empower small business tax evasion (p.21).
farmers (p.21).
Increase information-sharing to Implement a jobs-creation initiative
help put in place an effective that targets small and medium-sized
system to help reintegrate returned | enterprises (SMEs) (p.22).
Northern Triangle residents (p.22). 7
Human Incorporate more youth and women into
capital Support more funding for the workforce (p.23).
scholarships that bring Central S : :
American students to the United Promote more effective job reinsertion
States (p.23). ?rozgsr)ams for former gang members
p.23).

6 INDEPENDENT TASK FORCE REPORT | BUILDING A BETTER FUTURE



17

RULE OF LAW

US-Focused Northern Triangle-Focused
Recommendations Recommendations

Continue supporting the work of CICIG
and ensure the success of MACCIH and El
Salvador’s anti-impunity unit (p.25).

Reach an agreement to receive US
advisors to help clear the backlog of
legal cases (p.25).

ian:ﬁ::tliaoln Direct existing funds toward understaffed Promote sharing of best practices
b fiscalias (attorneys general) (p.26). among judicial bodies of each country
building ©.96)
Increase transparency in the election
of secondary public officials (p.26).
Provicle technical assistance to train police, | Create incentives to digitize financial
prosecutors, and judges to investigate transactions and reduce reliance on
Co_rr}lption and financial crimes (p.27). cash (p.27).
illicit flows Offer increased technical assistance to Implement an accelerated roadmap to
banking regulatory agencies, the private comply with international anti-money
sector, and multilaterals (p.28). laundering standards (p.28).
Public finance Direct more funding to local entities Fix uneven tax playing fields to
P with verified track records in transparent generate public funds (p.29).
9 spending (p.28).
SECURITY
US-Focused Northern Triangle-Focused
Recommendations Recommendations
Send US advisors and coordinate the Improve police accountability through:
participation of additional international greater independent reporting and
advisers to train local police forces (p.32). denouncing of police abuses; and new
: - internal and external controls in the
Policing Strengthen and promote properly police force (p.33).
improvements | implemented community policing initiatives

(p.33).

Promote and increase the number of
women in the police force (p.33).

Criminal justice
& prison reform

Ramp up financial and technical support to
reform the prison system (p.24).

Implement comprehensive
criminal prison reform, focused on
rehabilitation (p 34).

Increase information sharing on deported

Target high-risk neighborhoods for

Gangs gang members and criminals (p.35). increased social and educational
programs (p.35).
Work with Northern Triangle authorities Expand capabilities of the new
to identify, monitor, and constrict illicit trinational anti-gang force to address
Wicit corridors (p.37). organized crime and trafficking (p.36).
trafficking

Commit to sharing financial information on
Northern Triangle nationals in the United
States suspected of illicit activities (p.37).

NDEPENDENT TASK FORCE REPORT | BUILDING A BETTER FUTURE
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An Imperative
for Joint Action

three-hour flight from Miamior Hous-

ton, Central America’s Northern Tri-

angle is locked into a vicious cycle

of lost opportunity and violence.

Made up of El Salvador, Guatemala,
and Honduras, the region has seen 50,000 mur-
ders aver the past three years, the majerity due to
gang violence and drug trafficking.' Weak gover-
nance in the three countries has helped give rise
to anillicit corridor for narco-trafficking and orga-
hized crime that begins just 2,500 miles from the
US Southwest border. These crimes not only pose a
crisis for law enforcement and the citizenry overall,
but also have broad implications for Central Amer-
ica and beyond. For the United

result: a lack of economic opportunities, gang and
narco-trafficking proliferation, and an outward flow
of human capital.

The combination of poor job prospects, weak
governance, and rising criminality seen in the North-
ern Triangle led to the unaccompanied minor crisis
in 2014 and brought the Northern Triangle back
onto the radar of the US public. That year, US of-
ficials apprehended 68,541 unaccompanied chil-
dren and 68,445 family units at the border.? Today,
we continue to see that the majority of unautho-
rized migrants entering through Mexico are from
the Northern Triangle. In total, nearly 10 percent of
El Salvador, Guatemala, and Honduras' thirty mil-

lion residents have left in recent

States, insecurity and illicit ac-
tivity combined with the push of
migrants north, makes the region
a hational security priority.

The region’s business and
political leaders have taken re-
newed interestin carving a better
path forward for their countries,
but sustained outside assistance
is critical. Solutions to today’s
crises will require unparalleled
US cooperation with its Central American part-
ners. The region never fully recovered from the
civil wars of the 1980s and 19290s, and continues
to grapple with the repercussions of a significant
increase in gang member deportations from the
United States. Today, weak institutions and under-
developed economies have yet to fully address the
social inequalities that first gave rise to these con-
flicts, or the culture of violence that ensued. The

P
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Nearly 10 percent
of El Salvader,
Guatemala,

and Honduras’
thirty million
residents have left
in recent years.

years, seeking reunification with
their families, relief from poverty,
and, in some cases, refuge or pro-
tection from growing violence.?
There have been efforts among
the region’s stakeholders to amelio-
rate the instability, but more must
be donre. The Plan of the Alliance
for Prosperity, a development strat-
egy created by the three countries
with support from the Inter-Ameri-
can Development Bank (IDB) is a step in the right
direction, but even greater comprehensive efforts
are needed—ones that include policy makers, civil
society, and the private sector from the outset. In
late 2015, the US Congress passed a $750 million
aid package to support the Alliance for Prosperity
and address the underlying structural causes of the
recent migration trend. This increase in appropria-
tions—which far exceeds prior funding to Central
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ANIMPERATIVE FOR JOINT ACTION ‘

The Mexico-Guatemala border is a key checkpoint for Central Americans embarking on the ominous trek to the
United States,

America—includad development assistance and was
tied to conditions raguiring governments to make
progress fighting crime, Impunity, and corruption.
Its premise: Increasing border security alone would
not stem the unauthorized migrant flow®
Although Honduras, El Salvador, and Guatemala
face similar problems, each requires a unique plan

of action, But the starting point for all three coun-

tries is determining innovative, cost-effective ways
to partner together to push for actions that improve
local conditions and, in the process, address direct

US Interests, Addressing and advancing that pro-

cess is the intent of this report.
Inthe United States, lawmakers should note that

only a holistic approach will religve strass on re-
gional border enforcement and illicit cdrug traffick-

ing, and improve US commercial intarests. Such a

strategy must include working with key US partnars,

including Mexico, on issues ranging from security

to economic development. In the Northern Trian-

ale, the governments of Juan Orlande Hernanclez

(Honduras), Salvador Sanchez Cerén (El Salvador),

INDEPEMDENT TASK FORCE REPORT

and Jimmy Morales (Guatemala) must double down
on finding collaborative solutions to regional prob-
lemns andl drive forward critical domestic change.

The writing is on the wall. Without a sustained,
long-tarm US commitment to halp push local action,
a combination of lack of human capital advance-
ment, weak institutions, and insecurity risk creat-
ing even greater national crises in each country,

Volatility in the Northern Triangle has grave im-
plications for security throughout the region. Over
the naxt four years and beyond, it would benefit
the US government to acknowladge that only mul-
tifaceted, innovative solutions to address the in-
ternal barriars to economic developmant, rule of
law, and security in those countries will make the
United Statessafer as well Both the Trump admin-
istration and the US Congress have the opportu-
nity to implemant a holistic, long-term policy that
will help spur more precise, effective action in the
three countries, and pay dividends in security for
the American people

BUILDING A BETTERFUTURE 9
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his Atlantic Council Task Force has its or-
igins ina public opinion survey in North-
arn Triangle countries conducted in late
August/early September 2016, The poll
served asacritical starting peint to bring
the voices of the people and their concerns into
the work of the task force. Commissioned by the
Adrienne Arsht Latin America Canter and carried
out by CID-Gallup, it found that 75 percent of res-
Icents believe their country is on the wrong path;
ning out of tan people inall three countries believe
that corruption is widespread and that the justice
system favors the rich and powearful
The door-to-door poll was organized around
three regional issugs: security, rule of law, and eco-
nomic development. Participants encompassed a
range of ages (18+), education and incorme lavels,
family situations, eccupations, and geographic lo-
catlons with the sample being representative of the
countries asawhole. It had a 2.4 percent margin of
errorand a 95 percent confidence interval

Northern Triangle Security and
Economic Opportunity Task Force

Responses to the poll paint a portrait of deep
frustration and pessimism about Northern Trian-
gle governments, the economy, and the security
situation. Roughly half of those surveyed said they
were in a worse aconomic position than one year
earlier. The poll also found that economic hope-
lessness and rising crime have contributad to high
migration rates, and the small percentage of re-
spondentswho report that their family is better off
than a year ago tend to be the same respondents
who report having relatives in the United States.

Public perception of a leadership deficit Is evi-
dent, along with distrust of most governmeant insti-

tutions, More than three-quarters of respondents
in the three countries have little to no confidence
in judges, the police, the military, tax authorities,
or attorneys general A similar percentage believes

that Juclges can e bribed in exchange for favor-

able sentences. Even public trust in priests and
pastors barely reached 50 percent in Guatemala
and Honduras, failing to register 30 percent in El

Marthern Triangle Task Force members engage in discussions during the December 2016 meeting in Washington,
DC. This marked the second meeting of a vearlong effort

10 INDEPENDENT TASK FORCE REPORT | BUILDING A& BETTER FUTURE
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NORTHERN TRIANGLE SECURITY AND ECONOMIC OPPORTUNITY TASK FORCE ‘

Salvador. On average, a majority of citizens in the
three countries were open to calls for international
bodies to oversee tax authorities and the judicial
sector more broadly (beyond just anti-corruption).
The message is clear: citizens of the Northern Tri-
angle do not believe in their governments, their
institutions, or their leaders, making it a clear ob-
jective of this task force to help reverse this trend.

With the poll serving as a starting point, this in-
dependent, multisector task force sought to better
understand the drivers of the chal-

ister of the Presidency of Honduras Luis Cosenza,
and former Minister of Foreign Affairs of El Salva-
dor Marfa Eugenia Brizuela de Avila, the task force
has received input from scores of additional public
and private stakeholders, seeking bold, concrete,
lacally driven solutions to improve security and
economic development in the region.

In addition to identifying areas of priority for US
collaboration, the task force has focused on how its
findings can help advance the momentum for change

in the Northern Triangle, as well as

lenges enveloping the Northern
Triangle, inorder to explain the on-
the-ground reality and offer con-
crete solutions notonly to policy
makers, businesspeople, and the
public in the United States, but
also to direct stakeholdersin the
three countries themselves. Rec-
ommendations expand upon the
Plan of the Alliance for Prosper-
ity but also propose new, inno-
vative ways to move the needle
and break the cycle of criminality and lack of eco-
nomic opportunity that feed into the resulting US
security concerns

The Northern Triangle Security and Economic Op-
portunity Task Force first convened at the Seattle In-
ternational Foundation’s Central American Donors
Forum in Antigua, Guatemala, in September 2016.
A follow-up meeting was held in Washingten, DC
in December 2016; members remotely convened in
February 2017 as well. The task force includes high-
level policy makers, business executives, and civil
society leaders from each of the Northern Triangle
countries, along with US policy and private-sector
leaders. (A full membership list is on p.39)

Co-chaired by former US Deputy Secretary of
State John Negroponte (who replaced General John
Kelly in December 20186, following his appointment
as Secretary of Homeland Security), former Vice
President of Guatemala Eduardo Stein, former Min-

INDEPENDENT TASK FORCE REPORT

This independent,
multisector task
force sought to
better understand
the drivers of

the challenges
enveloping the
Northern Triangle.

how US policy makers approach
the US role in the region. As Pres-
ident Trump and Congress iden-
tify their priorities, there is more
need thanever for a unified effort
to take stock of the current situa-
tioninthe Northern Triangle: what
isworking, what canbe improved,
and how different sectors cancome
together to achieve meaningful
reform. Now is the time to lay out
acomprehensive, long-termstrat-
egy that serves both the interests of the Northern
Triangle countries and US security concerns.
The goals of the task force are fourfold:

1. To provide aroadmap that builds on existing ef-
forts and lays out new ideas that address how
the United States can secure its national inter-
ests by better supporting the Northern Trian-
gle in improving sustainable economic devel-
opment, rule of law, and security.

2. To raise awareness and spur action among the

three countries toward enacting the reforms

necessary to improve security and economic
opportunity.

. To build consensus across sectors and politi-
cal affiliations for a strategy that builds on the
Alliance for Prosperity.

. To ensure momentum for efforts to make the
Northern Triangle a long-term foreign policy
priority.

n
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Current Efforts

to Build Momentum

he 2014 surge of unaccompanied chil-
dren and adults with children from the
Northern Triangle to the Southwest border
of the United States galvanized biparti-
san US support for a strategy to reduce
child migration from the Northern Triangle. The
increased financial support, technical assistance,
and diplomatic attention by the United States and
much of the international community represented
anunprecedentedinvestment in laying the ground-
work for a secure and prosperous Central Amer-
ica—with modern borders, strong institutions, in-
terconnected electricity and infrastructure grids,
and productive human capital.
To date, international attention

on specific actions, such as tackling corruption,
strengthening institutions, facilitating the safe re-
patriation of unauthorized migrants, and counter-
ing the activities of criminal organizations.” Funding
that balances security and development, provides
technical support, andis subject to stringent exter-
nal oversight will be critical in expanding economic
opportunity and building institutional capacity. But
while the $750 million in aid to Central Americais
an important catalyst for reform, it alone will not
be enough to create sustainable change.

Itis imperative to recognize the direct benefits
to the United States of a more prosperous North-
ern Triangle. This will nothappen
overnight, making it critical to put

has helped push local leaders
to action, most notably in the
judicial sector, but far-reaching,
comprehensive progress remains
a long-term proposition.

The US Congress recognized
the importance of this effort and
cametogether to support the Plan
of the Alliance for Prosperity in
the Northern Triangle of Central
America. At the Plan’s launchin
November 2014, the US Congress
authorized a 75 percent increase
in aid for Central America, from $317 million in fiscal
year 2014 to $560 million in fiscal year 2015, Con-
gress increased the Central America aid budget by
an additional 34 percent to $750 million in fiscal
year 20166 These funds must reach the countries
in a timely manner and be disbursed effectively.

In an effort to hold Northern Triangle govern-
ments accountable for reform, US aid is conditioned

12 INDEPENDENT TASK FORCE REPORT | BUILDING A BETTE

The region’s
business and
political leaders
have taken renewed
interest in carving

a better path
forward for their
countries, but
sustained outside
assistance is critical.

in place a multiyear bipartisan
effort. With a long-term com-
mitment, the United States will
be best positioned as a partner
in producing durable, construc-
tive results.

To be successful, a multiyear
strategy also must address chal-
lenges on the US side. Imple-
mentation must be focused ona
core objective while still adapt-
able enough to respond to con-
gressional calls forimmediate re-
sults to justify increased US involvement.

Course corrections are inevitable with any such
long-term foreign assistance program—as was
the case when Plan Colombia (see the next page)
evolved from a counter-narcotics strategy to anar-
co-terrorist strategy post-8/11—and this flexibility
will be critical to sustained US involvement in the
Northern Triangle. Finally, any long-term strategy
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should balance the preference of some US lawmak-
ers for a focus on security assistance with those
who prefer support for justice and rule of law in-
stitutions. Both are fundamental to success, This
report seaks to balance these complementary ob-
jactives through its recommendations.

BUILDING ON US ASSISTANCE
he new funding follows substantive but still frag-
mented US approaches toward assistance for

the Northern Triangle in previous years. The Cen-

tral America Regional Security Initiative

(CARSI), led by the US Department of

State, has contributed $15 billion since

2008 to disrupting criminal networks

and enhancing state security appara-

tuses, as part of a broader strategy to
strengthen law enforcament, build in-
stitutional capacity, and address un-
derlying socioeconomic challenges in

Central America® While the program

has improved law enforcement capa-

billties, it must also promote an inte-
grated approach among countrizs and
garner equal commitment from host
governments,

Another US entity, the Millennium

Challenge Corporation (MCC), has

CURREMT EFFORTS TO BUILD MOMENTUM ‘

and international financial institutions.” Colombian
taxpayer funds financed nearly 95 percent of the
total investment in Plan Colombia. The plan suc-
ceeded because of hipartisan support in Congrass
and a shared interest batween the United States
and Colombiato address the roots of lawlessnass
and clamp down on narco-trafficking guerrillas.
The challenges in the Northern Triangle are dis-
tinct from those in Colombia: It is a drug-transit
region, rather than drug-producing, for example,
and has a narrower tax base that is unable to sup-

Prasidents Salvador Sanchaz Cerén, Juan Orlando Herndndaz, and
Jirmmy Marales (| tor) at g 2016 Northern Triangle presidential summit

made laudable advances toward fos-

tering private investment and improving infrastruc-
ture ? Since 2005, it has provided nearly $1 billion
to the three countries through both compacts and
threshold programs, with El Salvador receiving the
bulk ($738 million) of those funds, Both CARSI and
MCC funding levels face an uncertain future in the
current budgetary cycle,

By comparison, Plan Colombia, which halpad
put a blighted country on the path to becoming a
middle-income nation, bagan in 2000 with $860
million in US assistance and involved nearly $10
billion in ald over fifteen years, spurring signifi-
cant investments by the Colombian government

INDEPENDEMT TASK FORCE REPORT

port similar levels of complementary funding But
acomprahansive and sustainad effort, like that of
Plan Colomiia, will be imperative to a similar revi-
talization, Already, Colombian advisors—with key
US funding—have provided assistance to secu-
rity forces in the Northern Triangle, training nearly
10,000 sacurity officars in the three countries com-
bined " Mow, the critical challenge is measuring this
affort's long-term success.

Guatemala, Honduras, and El Salvador haveeach
demonstrated significant political will by taking
steps in crucial areas, most notably by strength-
ening judicialinstitutions. The UN-backed Interna-

BUILDING A BETTER FUTURE 13
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tional Commission Against Impunity in Guatemala
(CICIG) has revealed deep-seated corruption within
the political and judicial systems. Its investigative
work led to the exposure of corruption under the
Otto Pérez Molina administration, including the
ouster of both Pérez Molina and Vice Prasicdent
Roxana Baldetti In Honduras, the Mission to Sup-
port the Fight Against Corruption and Impunity in
Honduras (MACCIH), established in February 2016
with support from the QOrganization of American
States (OAS), has begun investigating an embez-
Zlemeant scandal invelving the Honduran Social
Security system (IHSS) 2 The Honduran Congrass,
spurred by MACCIH, enacted & campaign finance
law in January 2017 to pravent illegal funds from
entering politics and to Increase oversight of polit-
ical parties. ™ In El Salvador, the new attorney gen-
eral, Douglas Meléndez, has launched a number
of high-profile corruption investigations, includ-
ing casas against former presidents Antonio Saca
and Mauricio Funes,

CICIG Commissioner Ivan Veldsquez, Assistant Secretary for International
Marcotics and Law Enforcement Affairs William Brownfield, Attorney General
Thelma Aldana, and US Ambassador to Guatemala Todd Robinson (left to
right) following a meeting at the US Embassy in March 2017,
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Jne lesson learned: Any successful course of
action must be embraced by stakeholders in civil

society and the private sector Guatemalans' sup-

port for CICIG helped extend its mandate, and
Hondurans' outrage over the IHSS embezzlement
case lad to the creation of MACCIH. In El Salvador,
acoalltion of clivil society organizations pushed for

a new law guaranteeing public access to govern-

ment information ™

ALLIANCE FOR PROSPERITY:

ASTEP IN THE RIGHT DIRECTION
he three Northern Triangle countries launched
the Plan of the Alliance for Prosperity in the

Morthern Triangle in Movemiber 2014, with tachni-
cal assistance from the IDB. The Alliance for Pros-

perity aims to create economic opportunities for
citizens in the three Northern Triangle countries,
50 that they will be motivated to stay. Itis working
in four strategic areas: daveloping human capital;
improving public safety and access to the justice

system, fostaring the produc-
tive sactor, and strengthen-

ing institutions.

To support the five-year
development plan, the US
Congrass approved arecord
£750 million aid package for
the ragion ® While none of
the initial funds approved
had reached the Northern
Triangle by the end of 2016,
Honduras had received $125
million and El Salvador $98
million as of February 2017,

Most importantly, the Plan
ofthe Alliance for Prosperity
represants acrucial improve-
mentin howthe ragion lever-
ages US assistance with its
own financial commitments,

14 INDEPENDEMT TASK FORCE REPORT

The governments of the three

SOURCE:US EMBASSY GUATEMALA/FLICKR



SOURCE: PRESIDENCIA EL SALVADOR/FLICKR

25

'ui;:lﬂ '
ekt toge | [

i Sk, Gstamatd § Homdarad -'u-’ 3

Representatives from the Northern Triangle countries and the United States mest during

a 2015 Alliance for Prosperity summit

CURRENT EFFCRTS TO BUILD MOMENTUM ‘

in 2018, although
hurnan rights groups
have exprassed con-
cern about extra-
judicial exacutions
by security forces™®
Similar concarnsare
volced about Hon-
duras by the United
Mations™
Institutional

strengthening isan-
other priority. The
IDB reported a posi-
tive bump in tax rev-
enues In El Salva-
dor(by Q5 percent
of gross domestic
product—GDP) and

countrias have taken ownarship of the plan and
have worked to annually complement US fund-
ing with their own. Guatemala, El Salvador, and
Honduras collectively budgeted $2.8 billion for
the plan in 2016, with a slight increase to $2.9 hil-
lion In 2017, That means local taxpayer funds rep-
resent 80 percent of total Alliance for Prosperity
budgated resources.

So far, thera have been some improvaments in
citizen security and access to justice. This has been
accomplished by cleaning up the police, implemant-
ing more robust security policies, and investing in
increasingly Independent fiscafias (attornays gen-
eral). In an unpracedentad move in Honduras, nearly
40 percent of police forces ware removed by the
government in 2016, with ousters baginning with
the topcommanders™® Salaries have increased for
security forces in EIl Salvador (by 25 parcent ) and
for low-ranking memiers of the police in Hondu-
ras (hy 78 percant). Nearly 5,000 police officersin
the three countries have recelved additional train-
ing ¥ In El Salvador, murders dropped 20 percent

Honduras (by 2.3
percent) between 2013 and 2015 2 El Salvador also
hired one huncred new assistant prosecutors and
approved a 5 percent telecommunications tax to
fund security-related measures ? A similar tax to
fund anti-corruption policies proposed by CICIG
has not had the support of Guatemalan lawmak-
arsand business leaders,

Still, the Alliance for Prosperity was developed
quickly, without robust consultation across all
sectors of society to address the deep structural
challenges facing the countries. More concerted,
multi-sectoral action is needed, especially in build-
ing a more competitive investment environment to
attract and sustain private investmeant-generating
jobs. Tha private sector, in particular, must ke part
of the solution, especially given its outsized con-
tribution to GDP in the countrigs Whila the Plan
of the Alliance for Prosperity is an important initial
step in the right direction, it must continue. This
task force's conclusions complement the Plan, and
its recommendations build on current efforts by
the three countries.

INDEPEMDENT TASK FORCE REPORT | BUILDING & BETTER FUTURE 15
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A Blueprint for Addressing
the Region’s Top Challenges

hrough adeep analysisof the
situation in the Northern Tri-
angle and considaration of
the baseline poll results, the
Morthern Triangle Security
and Economic Opportunity Task Force
outlined the top challenges in which the
United States can be of further assis-
tance and sought selutions that would
bring together Northern Triangle gov-
ernments, the US Congress, the US pri-
vate sector and the international com-
munity. At the same time, the task force
believesthat US assistance must be met
with additional game-changing maa-
sures taken by the governments, pri-
vate sector, and civil society within the
three countries themselves. The cen-
tral focus for the racommendations that follow is
how to move the needle in those areas that would
directly impact US interests
Each racommandation rasponds directly to a
core challenge being faced, with the overall ideas
organized into three categories:
1. Sustalnable economlc development (p.17)
2. Rule of law (p.24)
3. Securlty (p.30)
As demonstrated by the results of the public

opinion poll, these issuas are at the root of the vi-

olence affecting Central America, causing tens
of thousands to flee their countries. By breaking

down complex regional issues into tangible prob-

lerns, the task force has idantified areas in which
the United States and the international community
can assist domestic actors,

The task force realizes that its three-pronged
approach inevitably overlaps on some issues, while

excluding others. There is no doukt that other
issugs—including health and indigenous rights—are
invaluable to the Northern Triangle's prograss. But,
by elevating thesa thrae main concerns, the task
force aims to empower mutually beneficial strate-
gic partnerships between the United States and
Central America and highlight their importance to
US national interests,

Additionally, the task force suggests more ef-
factive ways to measure impact, increase trans-
parency, and ensure accountakility regarding the
different efforts underway and the resources avail-
able to the region. Regular monitoring and avalu-
ation by the United States and local governments,
as well as civil society actors—of both funds allo-
cated by the United States and money directed by
the three governments toward a shared plan—will
ensure bettar coordination among complaman-
tary initiatives.

16 INDEPEWDENT TASK FORCE REPORT | BUILDING A BETTER FUTURE
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1l

Building Sustainable
Economic Development

Iready underdeveloped, El Salvador, Guatemala, and Hon-
duras were hit hard by the 2008-2009 global economic

crisis. Recovery has been slow, compounded by factors
such as natural disasters and a coffee rust. Unemployment has

fluctuated, and even risen, in recent years.? High levels of jobless-

ness pose grave risks to societies where gang recruitment thrives
among jobless youth and fractured families. The percentage of

youth who neither study nor work is staggering—up to a quar-
ter of people ages fifteen to twenty-nine in El Salvador and Hon-

duras, compared with 20 percent in Latin America asa whole. 2

Jobless youth today will spell further trouble in the years to
come. In 2033, the region’s demographic window—the period
when there are many workers and few dependents—will close,*
creating a greater imperative to make sure youth gain the skills
today to support themselves and their families. This makes it even
more crucial to provide clear pathways for all youth—including
US returnees—to access the formal labor market and see a future
that does not revolve around illicit activities.

Task force poll resuits show that the cost of basic needs is the
top concern for citizens in Honduras (43 percent)and Guatemala
(30 percent). However, dialogue between the government and

the private sector, crucial to creating jobs, has been either no-

ticeably absent or unproductiveineach of the three countries, as

have broadly connected vocational and technical education pro-

grams that extend beyond laudable but isolated corporate efforts.

The recommendations here seek sustainable economic de-

velopment that will discourage migration and criminality and lay
the groundwork for future generations. The following core issue
areas are addressed below:

N Integration and infrastructure {p.18)

N Key sector development (p.20)

N Human capital (p.22)

INDEPENDENT TASK FORCE REPCRT | BUILDINCG
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) UNITED
(5 STATES

N Suppott the new infra-
structure fund coordi-
nated by the IDB.

N Focus assistance on mi-
grant-sending commu-
nities and intermediary
cities,

N Increase informa-
tion-sharing to help put
in place an effective
systemto help reinte-
grate returned Northern
Triangle residents.

@NORTHERN

TRIANGLE

N Prioritize improving sec-
ondary and tertiary
roads in key economic
development zones.

N Focus funding on strate-
gic sectors for economic
growth,

N Create a trinational insti-
tution in charge of co-
ordination among all
border actors.
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V BUILDING SUSTAINABLE ECONOMIC DEVELOPMENT

INTEGRATION AND INFRASTRUCTURE

CHALLENGE:
ell-functioning, efficient infrastructure is a

Wcrucial step toward fostering job creation
and foreign investment in the Northern Trian-
gle®® Businesses need adequate infrastructure to
thrive, and citizens need it to reach job opportuni-
ties. But opportunities for infrastructure projects
have suffered due to the lack of a transparent, in-
tuitive framework for public-private partnerships.
At the same time, poor infrastructure has made it
hard for the Central American Integration System
(SICA)—which also includes Nicaragua, Panama,
Belize, Costa Rica, and the Dominican Republic—
and other regicnal agreements to foster necessary
regional integration and global competitiveness.

Business executives from six Central American
countries ranked roads as inferior in quality to air-
ports, ports, and electricity supply in the World
Competitiveness Index, identifying a clear pricrity
for infrastructure investment by Northern Triangle
governments.” Inadequately paved, poor-qual-
ity roads are a time drain on cargo movement, re-
sulting in high transport costs and product losses,
particularly for time-sensitive agricultural prod-
ucts. Small producers are particularly affected by
poor road quality.?®

US companies seeking to enter the infrastruc-
ture market have difficulty competing due to local
inefficiencies and government inability to attract
sufficient investment. Moreover, corruption scan-
dals surrounding public infrastructure have hin-
dered the ease of doing busi-

nated by the IDB and promote an oversight com-
mittee composed of multilateral institutions, civil
society, and the private sector. US and Northern
Triangle businesses could then invest in transpor-
tation and energy projects, working with Northern
Triangle governments to establish public-private
partnerships (PPPs), while placing an emphasis on
regional integration and sharing technical expertise.

By statute, US assistance managed by the De-
partment of State and USAID, including the $750
million, can only fund infrastructure to combat
crime and narcotics trafficking. One option is for
Congress to authorize the MCC, whichimplements
infrastructure projects, to move forward with a re-
gional compact that promotes Northern Triangle
integration. A complementary action would be for
the US Congress to consider approving loan guar-
antees for infrastructure projects. Such aninitiative
couldalso provide incentives such as zero-coupon
bonds to companies with infrastructure develop-
ment projects in the region. Latin American Part-
ners’ $188 million Central American Mezzanine In-
frastructure Fund® provides one model for such a
project, as does the Colombian government's mul-
tibillion-dollar investment in infrastructure.®® All
projects must be developed in consultation with
local community groups and interests.

At the same time, Northern Triangle countries
should harmonize existing PPP frameworks and
prioritize improving secondary and tertiary roads
in productive areas, chosen in consultation with

trade groups of diverse industries.

ness and increased reservations
toward further developing large-
scale projects.

RESPONSES:
\ The United States should
-

support the recently cre-
ated infrastructure fund coordi-

18 INDEPENDENT TASK FORCE REPORT | BUILDING A BETTER FUT

Businesses

need adequate
infrastructure to
thrive, and citizens
need it to reach
job opportunities.

Governments should reduce costs
inthese projects by applying strict
oversight to combat corruption.
CHALLENGE:

ncoordinated operation of

border control agencies, in-
adequate customs systems, and
bureaucratic red tape often cancel
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BUILDING SUSTAINABLE ECONOMIC DEVELOPMENT ‘

out the advantages of the existing
transportationinfrastructure. Sub-

Substandard

chandise serves as a precedent
for similar initiatives in Northern

T O | inrstructuoand [ i St/
e 4 P customs delays el

lems, contribute to the Northern
Triangle’s reputation as a chal-
lenging place to do business. The
three countries rank at or near
the bottom half of countries in

RESPONSES:
There are clear benefits for both local and US busi-
nesses, if it becomes easier to trade with the region.
The United States should double down on cur-
rent efforts to help Northern Triangle countries
modernize and streamline customs procedures
and implement standardized electronic data pro-
@ cessing, risk management systems, and im-
proved border infrastructure. USAID has re-
cently released funding toward a regional facility
to reduce transit times and improve intraregional
trade. Efforts could include enforcing mandatory
vehicle tag use and registration and introducing
technology to trace trucks and public transporta-
tion vehicles. As a start, the Department of Home-
land Security has also invested in border security
programs to facilitate trade and US Customs and
Border Protection (CBP) has created border units
in the three countries.

The United States should seek toreplicate />
successful efforts with Mexico and Canada !‘y
by organizing a public-private supply chain secu-
rity initiative among the Northern Triangle govern-
ments and US businesses that specializes in the
physical safety of transported goods. Reducing
cargo security costs—which today can reach up to
22 percent of the value of freight—and optimizing
en route conditions by introducing monitoring sys-
tems and secure areas for drivers will help make the
region more attractive for trade.** The use of radio
frequency identification (RFID) in Brazilian trucks
to ensure tracking and increased safety of mer-

INDEPENDENT TASK FORCE REPORT

contribute to the
Northern Triangle’s
reputation as a
challenging place
to do business.

supported such a plan.

Programs like the Trusted
Trader program (a joint US-Can-
ada, and US-Mexico program),
and the Customs-Trade Part-
nership Against Terrorism pro-
gram (a public-private supply
chain security initiative) are two
well-known initiatives that deliver increased secu-
rity while also providing expedited customs clear-
ance to pre-vetted shipments.

The three countries should create a trinational
institution—potentially led by their vice pres-/~ ™,
idents—in charge of coordinating all border =/
actors, including customs, migration, police, and
trade authorities. This institution should build on
the customs union created in 2015 by Guatemala
and Honduras (assuming it proves successful) at
their shared border.> The goalis to improve border
operations and institutional linkages. All of these
respective agencies—plus private-sector represen-
tatives—would have a voice and a stake in thisin-
stitution. This institution should be charged with
carrying out the following objectives:

+ Increase bilateral coordination and harmoniza-
tion of practices on both sides of shared borders.

« Establish an online portal that publishes de-
tailed records of commercial activities, customs
data, and sanitary measures in an easily acces-
sible manner

+Improve customs procedures with improved pro-
cesses, nonintrusive inspections, and develop-
ment of risk profiling capabilities.

The United States should also encourage and
help facilitate full implementation of the Interna-
tional Goods Customs Transit (TIM), an important
tool for integrated trade facilitation, customs con-
trol, and border security.*®

19
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KEY SECTOR DEVELOPMENT

CHALLENGE:
hile southern Mexico and Cantral America
Wcomprise an attractive market of 70 million
paople, it isnaither formal nor integrated. The Sep-
tember 2016 poll commissionad by the Atlantic
Councll found that for the majority of Salvadorans
(51 parcent), Guatemalans (70 percent), and Hon-
durans (77 percent) with friends or relatives who
hacl migrated, reported that they had done so in
search of better economic opportunities. Another
pollin Guatemala found that 57 percant of people
migrated locking for jobs and 26 percent did so
because of the economy® thus making it crucial
to invest in communities with the highast employ-
ment-generating potential.

RESPONSE:

As a strategy to facilitate regional trade and bol-
star job craation, the United States should prior-
itize development aid both to intermedi-

ary cities along major transportation routes @

The San Salvador valcano extends through Guezaltepeque, San Juan Opico,
Colén, Nejapa, and Santa Tecla—areas that are ripe for further investment,

with the potential for growth in vital industries
such as tourism and apparel, while also directing
funding for areas from which children migrate to
the United States. Employment-generation assis-
tance should be directed toward those areas that
have the bast potentlal for actually generating joks
inall rural and urban zones. Although It extends
beyond just one ¢ity, one example of an employ-
ment-focusad project in El Salvador would be cle-
velopment of the triangla stretching from the cos-
mopolitan suburb of Santa Tecla to the Comalapa
Airport and beach rasorts of Mizata and Estero de
Jaltepegue, which would have a positive impact on
the davelopment of the tourism, fishing, and avi-
ation Industries

CHALLENGE:

n a ragion where six million people will enter

the job market in the next six years, formal-sec-
tor jobrcreation is afundamental step to boosting
economic growth ¥ The three countries need to
focus on new sectors of em-
ployment and revive old sec-
tors, Agriculture, for example,
employs almost half of all work-
ing men in the Northarn Trian-
gle, but represents ashrinking
shara of GDP3#

RESPONSES:

\ Northern Triangle coun-
d tries should identify
strategic sectors for eco-
nomic growth (such as agri-
culture andtourism) and focus
funding on these sectors to
complement US investment.
Governments must bring to-
gether diverse societal actors
to formulate long-term eco-
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BUILDING SUSTAINABLE ECONOMIC DEVELOPMENT ‘

La Gran Via, ashopping mall and lifestyle center located in Antiguo Cuscatlan, El Salvador, is a direct product of

San Salvador’s urbanization andrising investment,

nomic plans, bringing in outside madiators if nac-
essary, as El Salvador has done with the United Ma-

tions * These dialogue sessions should draw upon
evidence-based tools, research, and analysls by

think-tanks and educational Institutions to iden-

tify new strategic sectors (telecommunications and
call centers, for example) and ways to expand and

adapt old ones. Economic growth should be com-

plemeanted by a strategy that improves the overall
quality of life through social progress.

The United States should support and /(2
build on agriculture projects that empower
small farmers, by providing technical assistance
and access to markets. The US should expand
strategies like the ACCESO project in Honduras
and Feed the Future in Guatemala, funded by MCC
and USAID, which educated poor farmers on drip
irrigation systerns and offerad an opportunity to
intensify production with improved productivity
and yields.* Such projects must include not only
education about new farming technology, but also
links with potential buyers through cooperatives to
ensure that there is a market for the new products

INDEPEMDEMT TASK FORCE REPCRT | BUILDIN

and increased yields. US companias should also
continue supporting institutions like Zamorano in
Honduras to train the next generation of farmears.
Still, while empowering farmers is an important ob-
Jective, It Is imparative to remain focused on how
to best prepare the workforce for being compet-
itive for the jobs of tomorrow. Governments must
foster an innovation-frigndly policy environment,

Thethree countries also should identify ,""'\I
sectors where informality rates are high-\/
est and impose stricter penalties for tax evasion
for businesses profiting from contraband. These
sectors could Include the wholesale distribution
of food and mass-consumption goods, and sales
of aleohol and tobacco. Effective penalization of
large-scale tax evasion can reduce informality 4 A
strategy to identify these sectors and estimate the
percentage of GDP that informality comprises is
the first step toward combating It Govarnments
should alse consider a simplified tax system for
SMEs and taxincentives, such astemporary abate-
ments, for marchants to bring their businessasinto
the formal sector
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HUMAN CAPITAL

CHALLENGE:

nadequate educational opportunities exacer-

bate disadvantages for Northern Triangle youth.
In 1984, the Mational Bipartisan Commission on
Central America, led by Henry Kissinger, identifiad
reforming the region's schools as a critical step
toward stability and prosperity® Since then, the
adult literacy rate and primary school attendance
have improved—mora than 85 percent of children
attend primary school now—but public schools
still fail to prepare students for today's globalized
job markat +*

In Guatemnala and Honduras, less than half of
eligible children attend secondary school, * while
in El Salvador in 2015, more than 38,000 children
were forced to drop out due to gang violence
The lack of economic mobility caused by insuffi-
cient education makes joining a gang or anothar
illegal group one of the only choices available in
a region where unemployment and underemploy-
ment abound. The other option for youth s to head
north to the United Statesin search of opportunity.

A small business owner in Guatemala cuts one of his leather products,

32

RESPONSES:
Effective systems must be put in place to
W, reintegrate returned MNorthern Triangle
residents into their home societies. Long-term

comprehensive reintagration services remain lim-

ited and reach only a fraction of returnees* The
United Statesshould provide additional resources
toincrease coordination among Northern Triangle

govarnment agencies, nongovernmental organi-

Zations (NGOs), and the private sector to connact

deporteesto social sarvices and employment pro-
grams, thus discouraging future migration attempts.

The United States should also provide technical
assistance to help Northarn Triangle governments
manage, collact, analyze, and share information on

migration trends and best practices for reintegra-
tion. While El Salvador was the first to set up re-

ception programs, such as the Migrant Attention
Center LaChacra ¥ the Guatemalan government is
currently providing more comprehansive services

to Its returned citizens *
Atthesame time, Northern Triangle coun- p
tries should implement a \&

gets small and medium-sized
enterprises. One such example

prasa program, which helps SMEs
in the region koost thelr growth

through mentoring and business

tegrate entreprenaurial skills into

ing programs should besponsored

versities better link workers with

Marthern Triangle countries must unlock the potential of small and

medium-sized enterprises,
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jobs creation initiative that tar-

is Technoserve’s Impulsa Tu Em-

training. Governments should in-
educational curricula to foster in-
novation among younger students,
Sector-spacific internship and train-

In areas where businesses and uni-

small and medium-sized enter-
prisas. Government-hosted round-

SOURCE: NELD MIJANGOS/FLICKR
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tables with young entrepreneurs, companies, and
NGOs should be convened to identify “pain points”
in the process of starting a business. 7 A

Northern Triangle countries should pro—@fi‘f
mote more effective job reinsertion programs
for former gang members. Local policy makers
should lead the way in overcoming social stigma
and helping civil society and the private sector un-
derstand that finding alternative economic activ-
ities for thousands of gang members is the only
way to eradicate criminal structures. Governments
should look to the League Collegiate Outfitters
factory in El Salvador as a successful model, par-
ticularly in its hiring, vetting, and menitoring pro-
cess, as it provides an effective way for employers
to ensure that their employees are in good stand-
ing with the law.4?

The countries should also work to incor-@
porate more women and youth in the labor force.
Part-time employment and other such options
that improve access to formal labor opportuni-
ties can be successful in creating jobs and foster-
ing a more inclusive workforce. Legislators should
seek guidance from industry leaders, union repre-
sentatives, and NGQs to ensure that reforms pro-

MEASURING IMPACT
NEW WAYS TO DETERMINE ACCOUNTABILITY

+ Develop regular, in-country dialogues
that monitor various metrics of economic
development, such as the Doing Busi-
ness Index and the Global Competitive-
ness Index. These should measure, but
not be limited to, variables such as reduc-
tions in informality, ease of doing busi-
ness, and youth labor force participation.
Dialogue should include the private sector
and local NGOs that track public policy
effectiveness.

BUILDING SUSTAINABLE ECONOMIC DEVELOPMENT ‘

mote economic growth while guaranteeing labor
rights and protections. @
The United States should also support
more funding for scholarships that bring Central
American students to the United States, including
an increase in the number of scholarships under
the Fulbright Foreign Student Program and the
Young Leaders of the Americas Initiative. In the
legacy of the Central American Program for Un-
dergraduate Scholarship, which grew out of the
presidential commission led by Dr. Kissinger, a new
program for university and technical-vocational
scholarships should be introduced to help provide
future generations of Central American leaders
with the necessary skills to transition to a knowl-
edge-based economy.*® Programs should target
low-income applicants, as well as indigenous stu-
dents, and be accompanied by English language
training to ensure they are properly prepared for
university in the United States; the scholarship re-
cipients should be required to return to their home
countries after completing their education. Fund-
ing should build on the efforts of Guatefuturo and
Hondufuturo, as well as support a similar program
in El Salvador.

+ Work with the IDB to track host coun-
try spending in areas that complement US
support. Establish permanent dialogue
among governments and partner multilat-
eral institutions to improve coordination.
Ensure that all related local funding is pub-
licly shared in an accessible format.

INDEPENDENT TASK FORCE REPORT | BUILDING A BETTER FUTURE 23
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@ UNITED
STATES

N Direct existing funds
toward understaffed
fiscalias (attorneys
general).

N Offer increased
technical assistance
to banking regulatory
agencies, the
private sector, and
multilaterals.

N Direct more funding
to local entities
with verified track
records in transparent
spending.

G.D NORTHERN

o TRIANGLE

N Promote sharing of
best practices among
judicial bodies of each
country.

N Increase transparency
inthe election of
secondary public
officials.

W Implement an
accelerated roadmap
to comply with
international anti-
money laundering
standards.
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Strengthening
the Rule of Law

ystemic corruption, coupled with inefficient public spending and

insufficient local and foreign private investment, stagnates eco-

nomic growth in the Northern Triangle. In fact, eight in ten poll re-
spondents see corruption as widespread.

Numerous investigations reveal massive networks dedicated to co-opt-
ing public funds for the personal enrichment of government officials: La
Linea, which brought down Guatemalan President Otto Pérez Molina; the
cases against former Salvadoran officials, including ex-presidents Mauri-
cio Funes and Antonio Saca and former Attorney General Luis Martinez;
and corruption scandals in Honduras, including embezzlement of social
security funds and links to the Cachiros criminal group, and allegedly in-
volving the ruling party, the president, the military, the police, and some
members of the private sector. Still, the successful prosecution of many
of these corruption cases demonstrates significant judicial advancements.

Corruption drags on growth, diverting resources away from develop-
ment and deterring investment from abroad. The World Economic Forum’s
Global Competitiveness Index cited inefficient government bureaucracy as
the biggest problem for doing business in Honduras. In El Salvador, crime
and theft are the biggest factors. In Guatemala, crime and theft, corrup-
tion, and inadequate infrastructure were among the top factors *’

At the same time, judicial authorities have struggled to respond to rising
crime and gang violence. An astounding 95 percent of all homicides in
the Northern Triangle go unpunished.*? This impunity stems from under-
staffed police forces and prosecutors’ offices, underreporting, and the
lack of science-based evidence collection, among other factors. Although
some improvements have been seen in El Salvador and Guatemala (see
previous section), weak judiciaries—a characteristic of the region since
befare the civil wars—perpetuate crime and impunity: Criminals assume
that they can get away with illegal activities, and victims do not bother
reporting crimes. More than 75 percent of poll respondents have little or
no trust in judges, and disenchantment with public institutions is exacer-
bated by heightened political polarization at the national level.

In addition to the economic consequences of corruption and impunity—
stunted entrepreneurship and low foreign investment, among them—un-
trustworthy institutions make itincredibly challenging to find reliable part-
ners to implement respenses to the region’s top challenges. Addressing
this deficit is central to recommendations in the following areas:

N Judicial institution building (p.25)
N Corruption and illicit flows (p.27)
N Public finance regimes (p.28)
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JUDICIAL INSTITUTION BUILDING

CHALLENGE:

udicial institutions in the Northern Triangle are
J notoriously weak and face many hurdles to
addressing systemic lawlessness. Strong institu-
tions deter crime, which, in turn, deters unautho-
rized migration. Internationally supported efforts
to strengthen institutions—such as CICIG in Gua-
temala—are a step in the right direction, and the
conditions tied to the Alliance for Prosperity aid
package offer an opportunity for Northern Triangle
governments to enact crucial reforms. The follow-
ing recommendations chart a path toward stron-
ger institutions and better defenses against cor-
ruption, impunity, and illicit activities.

Citizens in the Northern Triangle do not trust the
governmentinstitutions responsible for monitoring
politicians and curtailing corruption. Three-quar-
ters of Atlantic Council poll participants responded
that they believed it was possible to pay judges for
a favorable ruling, while only 26 percent of Guate-
malans, 17 percent of Hondurans, and 14 percent
of Salvadorans believe all people receive equal
treatment before the law. Less than 30 percent of
residents in the three countries said they trusted
prosecutors and judges. Resolving the murders of
Honduran activists Berta Céceres, Julian Aristides
Gonzalez, Alfredo Landaverde, and Orlan Chavez
is a critical step to building public trust.**

RESPONSES:
(/"“‘-} Northern Triangle countries should reach
\—/ an agreement to expand the presence of
US and international advisors to judiciaries and
public ministries to help judges and prosecutors
clear the backlog of cases. Among other things,
this would help alleviate the 7500 to 8,000 people
in prison awaiting sentencing in each country.*
The United States should commit to sending ad-
visors, and the Northern Triangle countries should

provide them with access to organizations’ central
and local offices. In recent years, the United States
has provided critical support to public ministriesin
Guatemala, Honduras, and El Salvador, embedding
resident legal advisors to help build the capacity of
prosecutors, judges, and investigators workingon
high-profile cases.** Such support has been anim-
portant factor in the creation of new anti-corrup-
tion units, and has helped spur progress disman-
tling criminal structureslike La Linea in Guatemala
and the financial holdings of the Mara Salvatrucha
in El Salvador. This type of assistance should be
significantly expanded. Guatemala’s twenty-four-
hour courts—seven courts in seven jurisdictions
around the country—represent a successful strat-
egy to reduce backlogs and could be replicated in
the other two countries.

To make this collaboration more effective, the
United States should send more advisors through
the Office of Overseas Prosecutorial Development
Assistance and Training to public ministries—in-
cluding departmental offices outside the capital—
and also to specialized tribunals that oversee cor-
ruption-related and other high-profile cases. These
advisors need not exclusively be from the United
States: Northern Triangle governments should ex-
plore further partnerships with other Latin Ameri-
can countries, such as Colombia. US embassies in
the Northern Triangle are already facilitating re-
gional coordination among attorneys general, but
this process should be significantly accelerated. In-
ternational bodies, like Transparency International,
are actively working to establish support networks
for judicial institutions around the world and could
be partners in this effort.

The United States should continue sup-/
porting the work of CICIG and ensure the B}
success of MACCIH and El Salvador’s Anti-Impu-
nity Unit within its fiscalfa. US government assis-
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tance to Guatemala in 2016 in-
cluded $7 millien for CICIG,**
along with $5.2 million in fund-
ing for MACCIH®” and technical
and financial support for El Sal-
vador’s new anti-impunity unit

Attorneys general
are at the helm of
the anti-corruption
efforts in the

eral will need additional physical
protection to mitigate the threats
that come along with more con-
certed action. Advisors can also
help ensure that the treatment of
investigations and resulting pro-

in the attorney general’s office ¢ Northern Triangle, ceedings remain apolitical.

Itis critical to properly equip but they need Northern Triangle coun- /~
and train the new anti-impunity more resources tries should commit to in-\=/
unitinEl Salvador and strengthen to develop creasing transparency in the
CICIG and MACCIH. A significant independent elections of secondary public

portion of these institutions’ fund-
ing comes from voluntary inter-
national donations, which must
besustained to continue progress. Latin American
countries with success tackling corruption and or-
ganized crime should send advisors to train their
Northern Triangle counterparts. The international
community should encourage the governments of
Guatemala, Honduras, and El Salvador to create
medium- and long-term roadmaps to integrate
anti-impunity units into their judiciaries, and pro-
vide technical and legal assistance to policy makers
working on these plans.

The United States should also direct ex- ™
isting funding toward understaffed fiscalias L
to increase prosecutorial capacity. The perfor-
mance of the fiscalias should be evaluated to de-
termine the areas that need strengthening. Attor-
neys general are at the helm of the anti-corruption
efforts in the Northern Triangle, but they need more
resources to develop fully functional and indepen-
dent judicial institutions.

The United States should provide funding for
hiring and training additional prosecutors, and
strengthening specialized units that prosecute
corruption, money laundering, narco-trafficking,
organized crime, and other complex cases. Attor-
neys from the US Department of Justice’s anti-klep-
tocracy unit could be embedded to serve as men-
tors and to facilitate cooperation between US and
local law enforcement. Judges and attorneys gen-
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judicial institutions.

officials, such as supreme court
magistrates, accounts court
magistrates, and attorneys gen-
eral. The process by which Congress nominates
and elects these officials is opagque and often is
based more on political considerations than nom-
inees’ qualifications. It must be reformed to guar-
antee institutional independence and prevent re-
gression from the progress that has been made
in the region’s judicial institutions in recent years.

They should also promote sharing of best /= ™,
practices between judicial bodies of each "/
country. Last year the Northern Triangle countries
stepped up their efforts to coordinate their fight
against gangs and insecurity.*® With US support,
and within the context of the Alliance for Prosper-
ity, the three national attorneys general met several
times and launched a trinational border force to
facilitate the capture of drug traffickers and gang
memberst® Members of Guatemala’s public min-
istry have also provided advice to the fiscafias in
El Salvador and Honduras as they launched simi-
lar anti-corruption efforts.

This new spirit of collaboration should be ex-
panded to other institutions—including those in-
volved with indigenous law—with the goal of formal-
izing coordination among the justice departments
of the three countries. More than 66 percent of poll
respondents supported the creation of a tricoun-
try body to combat corruption and improve the
administration of justice.



SOURCE: SURIZAR/FLICKR
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CORRUPTION AND ILLICIT FLOWS

CHALLENGE:

orruption and other illicit activities in the North-
Cern Triangle have led to low and downgraded
risk ratings in recent years. Coupled with the per-
ception of weak governance and slow economic
growth, this endangers the reglon’s prospects for
investrnent.®

RESPONSES:

The United States should continue to pro-
O vide technical assistance to train police,
public accountants, prosecutors, and judges in
using technology to investigate financial crimes.
Honduras has made significant progress in this
area following the passage of a new asset forfel-
ture law in 2010. The law strengthened the Office
of Administration of Seized Goods (Oficina Admin-
istradorade Bienes Incautados) and helpad launch
the Bureau of International Marcotics and Law En-
forcement Affairs (INL)-supported Financial Crimes
Task Force. This is now part of the Public Minis-

Massive anti-corruption protests in Guatemala in 2015 cantributed to the
ouster of President Otto Pérez Molina and the extension of CICIG's mandate

try's Organized Crime Office, and includes police,
prosecutors, and members of the Financial Inves-
tigation Unit of the Mational Banks and Insurance
Commission. The task force, which is supported
by US funds and has been trained and observed
by US, Colombian, and Costa Rican advisers, pur-
sues money laundaring and taxcrimes, along with
asset forfeiture cases® It could serve as a model
forsimilar units in other countries

The United States should also support the
reform of government auditing functions
to craate an institution similar to the Govern-@
ment Accountability Office. Currently, institutions
such as the Tribunal Superior de Cuentas in Hon-
duras are bullt on political appointments and lack
independence l.-’_\_l

Morthern Triangle governments should ‘t’?
create incentives to digitize financial transactions
(payroll, payments, disbursements, etc.) and
reduce reliance on cash, especially in the public
sector. This will make it easier for law enforcament
and regulatory bodies to track
funcls and combat money
laundering, trafficking, and
otherfinancial crimas, Atthe
sarne time, itwill make it harcler
forgowvernments, businasses,
ancl individuals to engage in
corruption and tax evasion.
Actions could include reguiring
the electronic distribution of
national and local subsidies
and conditional cash transfers,
salaries, social benefits, and
pensicns. Countries could
also aclopt policies requiring
public entities, utilities, and
private entities, which are
appointed to perform public

entity activities, to accept
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electronic payments.
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plans. The perception of high risk

The inappropriate movement
of money is enabled by manual
and cash processes. The ratio-
nale for digitizing these finan-
cial flows is straightforward: It is
meore efficient and less expen-
sive, offers greater visibility and
control, reduces opportunities
for money laundering, fraud, tax
evasion and other illicit activities,
and fosters greater financial in-
clusion. It is estimated that a 10
percent improvement in digitiz-
ing monetary flows has the potential to shift more
than $1 trillion into the formal economy.

The Northern Triangle should also commit ( ™
to implementing an accelerated roadmap “—~
to comply with international anti-money laun-
dering standards and introduce additional safe-
guards against money laundering through pub-
lic-sector procurement. Implementation would
require collaboration with regulators, the private
sector, and multilateral institutions to develop these

Even with recent
improvements,
Northern Triangle
countries have
among the lowest
tax burdens

in the world,
amounting to just
16 percent of GDP.

PUBLIC FINANCE REGIMES

CHALLENGE:
ven with recentimprovements, Northern Trian-
Egle countries have among the lowest tax bur-
dens in the world, amounting to just 16 percent of
GDP* Ingeneral, the low tax intake is compounded
by a lack of confidence in the government’s abil-
ity to spend public resources effectively and trans-
parently, thus creating a vicious cycle of mistrust.
The problems with the tax systems are complex
and cannot be solved by simply raising taxes. By
and large, taxes in the region are regressive: The
majority of the population pay taxes through their
daily consumption. Low tax collection combined
with contraband, tax fraud, and an insufficient
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for money laundering among
Central American banks endan-
gers the region’s prospects for
investment **

Governments should pass and
enforce laws that meet the con-
trol mechanisms recommended
by the Caribbean Financial Action
Task Force and emulate the best
practices of sophisticated reg-
ulatory systems. El Salvador’s
2015 amendment to the 1298 an-
ti-money laundering law is a step
inthe right direction; the government mustenforce
the law and strengthen awareness within the bank-
ing and financial sector of compliance obligations.*

To complement this effort, the United States
should increase technical assistance to bank-
ing regulatory agencies, the private sector, @
and multilateral institutions to bring local regula-
tory framewaorks and supervisory functions in line
with international anti-money laundering standards.

crackdown on these crimes further exacerbate
the problem.

RESPONSES:

/ The United States should ensure that US
(‘g taxpayer money is spent responsibly, by
allocating more funds directly to local entities
with verified track records in transparent spend-
ing. It should also put in place additional mecha-
nisms to prevent fraud and local corruption. One
option to provide greater oversight over govern-
ment spending could include programs to send fi-
nancial experts from the US Government Account-
ability Office to the region.



In countries with weak institu-
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tion of tax evasion, fraud, and

tions, traditional top-down
approaches to aid often fail

contraband, and reduce reliance
on public debt. While EI Salvador

to achieve lasting results. The TII-‘e US should has made progress in tax collec-
United States should shift to BIRGE m.ore tion over the past decade, it cur-
a locally driven approach, to ?mphas,ls on rently has the largest public debt
support regional partners in 'dentlfymg local in Central America (and second
the challenge of fighting cor- actors who a_re largest in Latin America), followed
ruption and reforming dysfunc- leading the fight for closely by Honduras.®

tional institutions, in a similar more accountable To promote more efficient
vein to El Salvador's Plan Sal- governance. management of increased tax

vador Seguro.

For this approach to be suc-
cessfulin the long term, the US should place more
emphasis on identifying local actors who are lead-
ing the fight for more accountable governance.
USAID has already begun to implement this ap-
proach throughits Local Solutions Initiative, through
which it has pledged to increase the share of its
aid to local partners to 30 percent. Other US aid
agencies, like the State Department and the Mil-
lennium Challenge Corporation, should follow suit.

Northern Triangle countries should fix
uneven tax playing fields to generate public 9
funds and improve spending efficiency. Govern-

ments should create integral strategies to reform
tax regimes, remove distortions that favor certain
groups, expand the tax base, prioritize prosecu-

MEASURING IMPACT

revenues, tax reform must be ac-

companied by fiscal reform and
more responsible government spending. Govern-
ments should carefully analyze the tax incentives
to attract more US businesses, but with a recog-
nition that incentives alone will not attract foreign
direct investment. Any tax incentives must strike
a balance between maximizing foreign and local
direct investment without irreparably harming the
tax base. Newly raised funds should be allocated
to specific productive projects and investments
through check-off programs, to prevent misuse of
funds. An oversight mechanism led by civil soci-
ety and the private sector should guarantee that
resources are spent correctly, similar to the expe-
rience with Colombia’s security tax.5”

NEW WAYS TO DETERMINE ACCOUNTABILITY

« Set five- to ten-year benchmarks to proj-
ect and assess the suc f institu-
tion-building eff

+Ensure continued improvements in the

Transparency International Corruption Per:

ceptions Index.
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+Measure the humber of partnerships
in place with US business and govern-

ment agencies to expand open data in the
public sector.

+Work with the IDB to track host coun-
try spending in areas that complement US
support.
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| GAME CHANGERS |

@ UNITED
STATES

N Strengthen and promote
properly implemented
community policing
initiatives.

N Promote an increase in
the number of women in
the police force.

N Ramp up financial
and technical support
to reform the prison
system.

o=/ TRIANGLE

N Improve police
accountability through:
greater independent
reporting and
denouncing of police
abuses; and new internal
and external controls in
the police force.

@ NORTHERN

N Implement
comprehensive criminal
prison reform, focused
on rehabilitation.

N Target high-risk
neighborhoods for
increased social and
educational programs.
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Improving Security

ne of the most troubling problems for Northern Trian-
Ogle residents—especially middle- and low-income citi-

zens—is insecurity. Drug trafficking and conflict among
rival gangs—and between the gangs and the police—as well as
burgeoning levels of organized crime and impunity have made
the region one of the world’'s most violent.

Authorities estimate there are more than 85,000 active gang
members in the Northern Triangle, with nearly a million more—rel-
atives, business partners, corrupt police officers—dependenton
the gangs.” Though the two main gangs are the same through-
out the region—Mara Salvatrucha (MS-13) and Barrio 18 (18th
Street)—they have different organizational structures and modes
of operation in each country. For example, street gangs in El Sal-
vador, at least up until recently, rarely handle drugs (their main
source of income is extortion), while gangs in Honduras and Gua-
temala have connections to organized crime and drug-traffick-
ing networks.* In contrast to Mexican drug cartels, street gangs
in the Northern Triangle make money mainly through vast extor-
tion networks through which they demand money from every-
one, from corner tortilla vendors to internaticnal telecommuni-
cations companies and soft drink distributors.

Extortion has massive economic consequences, costing large
corporations millions of dollars and forcing small- and mid-sized
business to shut their doors; seven to ten shops a week close
due to extortion in El Salvador, according to the National Coun-
cil of Small Businesses.’® Likewise, extortion has a direct impact
on the competitiveness and job generation of micro and small
businesses. According to a study by the Central Bank, Salvadoran
businesses and individuals pay $756 million a year to gangs in ex-
tortion fees and hundreds of millions more for private security.”'
Though more sectors of society are seeing bloodshed as the ho-
micide rate creeps up inthe Northern Triangle, extortion garners
the most resentment among middle- and upper-class residents—
althoughits damage is most acutely felt by the less advantaged.
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Authorities are not only unable to curtail the effects of
gang violence, there are no mechanisms to address social
issues that produce a proclivity to join gangs or to reduce
their influence in the region. Extreme poverty, a fragile social
fabric due to high levels of migration, and lack of employ-
mentopportunity create a social incubator for gangs to thrive.
Decades of civil war eroded traditional means of social sup-
port and normalized violence and small arms possession.”
Gang influence disrupts the education system, forcing early
dropouts.” Migration and deportation have stimulated gang
networks and made gang membership a means to recreate
social structure for many youths.

Additionally, women and girls face levels of viclence
unseen in neighboring countries, with far-reaching impli-
cations for economic and gender equity. El Salvador, Hon-
duras, and Guatemala had three of the four highest rates of
female homicide in the world from 2007 to 2012, with esca-
lation each year.” According to the Demographic and Health
Survey, more than 20 percent of women in Guatemala and
nearly 27 percent in Honduras have experienced some form
of domestic partner abuse.”® Increasingly, migrants flee-
ing the Northern Triangle and being detained in Mexico are
women—about 14 percent of the total migrants in 2011 and
24 percent in 2015.7¢

Collaboration among Northern Triangle governments and
technical assistance from the United States will be neces-
sary for this effort to succeed, along with a serious invest-
ment in rehabilitation programs for ex-gang members and
prevention programs for at-risk youth. Efforts should focus
on the following areas:

N Policing improvements (p.32)

W Criminal justice and prison reform (p.34)
N Gangs (p.35)

N lllicit trafficking (p.36)

IMPROVING SECURITY ‘

Extreme poverty, a

fragile social fabric
due to high levels
of migration, and
lack of employment
opportunity create
a social incubator
for gangs to thrive.

INDEPENDENT TASK FORCE REPORT | BUILDING A BETTER FUTURE

3



V IMPROVING SECURITY

POLICING IMPROVEMENTS

CHALLENGE:

he Atlantic Council poll results found that vio-

lence isthe top concern for families in El Salva-
dor, and second highest (after high cost of living)
inGuatemala and Honduras. Judicial systams have
also falled to hold state security authorities ac-
countable for human rights abuses. Investigations
by mediaand the human rights ombudsman’s office
in El Salvador have found increasing evidence of
targated killings by police and the military, such as
the San Blas massacre in March 2015, which was
cited in the US State Dapartment’s 2015 human
rights report. In Honduras, newly released docu-
manks akout the 2009 assassination of the coun-
try's anti-drug czar revealed avast conspiracy and
cover-up within the national police™ Recent ef-

42

forts to empower the police in all three countries
have revealed authorities complicit in corruption,
organized crime, and drug-trafficking.

RESPONSES:

The United States shouldincrease the number

of advisors and coordinate the participa-
tion of additional international advisors to pro-
vide technical assistance and training to local
police forces. In Honduras, the US-hacked Crimi-
nal Investigation School has trained thousands of
police officers and prosecutors in advanced inves-
tigation tachniques and can provide important les-
sons for neighboring countries seeking to imple-
ment similar medels.™ The school opened in 20M
with four USinstructors, but soon employed Colom-

Police forces in Honduras conduct routing street operations. Increasing police accountability and establishing
stringent internal controls would help reduce levels of violence,
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bians and eventually Hondurans to teach courses
to their less experienced colleagues. The Interna-
tional Law Enforcement Academy in El Salvador
provides another ideal channel for expanding the
presence of advisors in the region.” The curricu-
lum should be consistently revised and technology
should be integrated into such specialty schools.

The United States also should strengthen /\
existing community policing initiatives, in E‘
conjunction with local authorities, in order to
build trust and move away from mano dura (iron
fist) strategies. In recent years, the United States
has funded community policing initiatives in all
three Northern Triangle countries through USAID
and CARSI, including the successful Villa Nueva
model police precinct (MPP) in Guatemala. But the
programs’ potential gains have been
undercut both by the perceived cre-
ation of parallel chains of command
within MPPs that supersede local
police, and the simultaneous mili-
tarization of security forces as a re-
sponse to rising crime.

One way toensure that community
policing programs do not becomea
token to receive aid and appease foreign govern-
ments would be to require more frequent and rig-
orous tracking and assessment of officers who par-
ticipate in the training 2° If evaluations prove that
community policing programs contribute to more
effective law enforcement—and/or a greater sense
of citizen security, as measured by opinion polls—
the United States will have a stronger argument to
encourage Northern Triangle governments to shift
their own resources away from mano dura.

Hand in hand with US assistance, the r-f\
Northern Triangle countries should forge \ ™/
partnerships among government, private sector,
and civil society groups to identify and improve
accountability through new mechanisms to de-
nounce police abuses, such asinternationally sup-
ported civil society initiatives to investigate and

INDEPENDENT TASK FORCE REPORT | BUIL

More profound
changes within
police forces
are necessary.

IMPROVING SECURITY ‘

study the functional and systemic shortcomings
of the police, the ministerios publicos, and the ju-
dicial branch. The Honduras Denuncia platform,
which accepts complaints in the form of text mes-
sages, e-mails, and telephone calls, is one exam-
ple of an effective tool; half of Salvadoransand 64
percent of Guatemalans surveyed said they would
be likely to use it.*' The platform, run by the Asso-
ciation for a More Just Society, has contributed to
the country’s unprecedented Police Purification
Commission, which, over the course of 2016, dis-
missed more than 2000 officers accused of cor-
ruption and criminal connections.®

More profound changes within police forces are
necessary as well. Northern Triangle govern-l‘/ﬁ\
ments should create mechanisms for hor-\=""/
izontal accountability for police
abuses involving both internal and
external controls, such as more rig-
orous internal evaluation and pro-
motion processes to prevent graft
and a specialized oversight of the
police by fiscalias.

Following these efforts, the
United States should alsoen-@
courage increasing the number of women
in the police force. Women comprise 14 percent
of the police force in Honduras, 16 percent in Gua-
temala, and 9 percent in El Salvador?® Research
shows that increasing the number of women in
the police force leads to reductions in rates of rape,
homicides, and sexual assault. The United States
should promote greater female participation in
the police by allocating funds and advocating for
programs that seek to hire more female police of-
ficers, just as it has done in Afghanistan, Nigeria,
and Pakistan, where $133 million has been allocated
toward recruiting, hiring, and training women for
the police force.* Replicating these efforts in the
Northern Triangle could produce tangible benefits.
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CRIMINAL JUSTICE AND PRISON REFORM

CHALLENGE:

risons in the Morthern Triangle have slippad

beyond government control. Northern Triangle
prisons rank among the worst in the hemisphere,
with significant evidence that gangs continue to
angagein illicit activities from inside prisons 2 Ovar
the past two decades, funding has barely increased
as Guatemala, Honduras, and El Salvador’s prison
populations have mora than doukled. El Salvador's
are the most overcrowdad, at over 300 percent of

capacity, creating severe impediments to rehabil-
itation and proper internal policing. Prisons, espa-

cially with the high number of pretrial detainess and
the mixing of youth with adults, provide de facto

incubators for the naxt generation of those join-

ing gangs and trafficking organizations.

RESPONSES:
The United States should ramp up its financial
and technical support for prison reform. |t
@ should promote capacity building for local
prison authorities through equipping, training,
and mentoring programs, In addition to providing
financial assistance. The Bureau of International
Marcotics and Law Enforcement Affairs has done

this in the past, contributing $10 million to creat-

ing 800 medium-security bads in Izalco Prison, El
Salvador in 2008, Thasea types of efforts should be

expanded and cornplemented through a combi-

nation of technical and financial assistance, using

axperiences in Maxico as a reference. With invast-

ments of nearly $24 million by the United States
and $8 billion from the Mexican government, and

with INL officials working directly with local cor-

rections authorities, the federal prison system in
Mexico more than quintupled its capacity batwaen
2008 and 2013 % It subseqguently gained interna-
tional accreditation with tha halp of funding from
the Mérida Initiative, a security cooperation part-
nership between the two countries®

In conjunction with this assistance, Morth-
em Triangle countries should implement @
comprehensive prison reform focused on rehabil-
itation. While the Morthern Triangle's prison popu-
lation has more than tripled over the past two de-
cades, spending on new facilities and rehabilitation
programs has barely budged. Recent measures,
such as restricting communications for inmates
by blocking cellphone coverage inside Salvadoran
prisens, and the ongoing construction of four new
prisens in Honduras, are steps in the right direc-
tion ® But, they must be matched by investments
in rehabilitation, including job training programs
for even the most violent criminals, and funding
for more hurnane prison conditions.

Recent reportsindicate that 70 percent of minors
InGuatemala's penitentiary systerm are rehabilitated
while incarcerated, but that number falls to 40 per-
cent for minors affiliated with gangs,® making it
assential to implement differentiated rehabilita-
tion programs for gang-affiliated youth, While po-
litically unpepular, rehabilitation-focused prison
reform Is essentlal to raducing crime and provid-
Ing alternatives to gang membership. As praviously
mentioned, the private sector also has an import-
ant role to play in facilitating reinsertion into the
labor market (see p.23).

Aninmate attempts to light a fire in the
Guezaltepegue prison in El Salvadeor
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CHALLENGE:

orthern Triangle governments

have often responded to the
gangs with mano dura—iron fist re-
pressive tactics—that have failed to
dismantlethe gangs and instead cre-
ated overcrowding in the prisons. A
truce between El Salvador's gangs
and its government in March 2012,
cut the homicide rate in half (from 14 murders per
day in March 2012 to 5.5). But when the truce fell
apart in late 2013, the homicide rate began to climb;
2015 was the bloodiest year since El Salvador's civil
war ended in1993—more than 6,650 murders were
reported, including over 60 police officers.

The gang problem is compounded by a lack of
coordination between US and local authorities re-
garding deportees. Between 2013 and 2015, the
three Northern Triangle countries received more
than 300,000 deportees from the United States #°
Many deportees have some sort of criminal record,
yet the Department of Homeland Security does not
provide complete criminal histories of deportees
to authorities in the three Northern Triangle coun-
tries and only recently began sharing information
such as gang affiliations. Insufficient funds to ef-
fectively reintegrate deportees further exacer-
bates insecurity in the three countries. A difficult
assimilation process and lack of job prospects in-
crease the appeal of joining gangs, or in the case
of gang-affiliated deportees, continuing to engage
in criminal activities. This challenge will become in-
creasingly imperative to address as the Trump ad-
ministration increases the number of deportations

RESPONSES:

‘,/“‘ The United States should increase infor-
W mation sharing with the region on gang
members and criminals it deports and increase
coordination among US agencies and Northern
Triangle law enforcement. Since the mid-2000s,
Central American governments have been asking

A priority strategy
should be to focus
on education and
social initiatives
in select at-risk
heighborhoods.

US Immigration and Customs
Enforcement to provide com-
plete criminal histories for in-
dividuals deported on criminal
grounds.®' The State Depart-
ment and the Department of
Homeland Security should
expand the Criminal History In-
formation Sharing (CHIS) pro-
gram, which has been operating in Honduras, Gua-
temala, and El Salvador since 2014, and commit to
providing complete criminal histories for violent
offenders and criminals convicted of gang-related
crimes. US agencies should work to better coordi-
nate domestic and international anti-gang efforts,
uniting strategies and task forces run by the State
Department, the Department of Homeland Secu-
rity, the FBI, and Northern Triangle governments.

At the same time, Northern Triangle au-(\
thorities should target high-risk neighbor-\">_~
hoods for increased social and educational pro-
grams. Their efforts should embrace a more holistic
approach to prevent youth from joining gangs. A
priority strategy should be to focus on education
and social initiatives in select at-risk neighborhoods,
and better coordinate with NGO and private-sector
efforts. More money should be spent on prevention
aswell. Only & percent of the $318 million collected
through Honduras’s security tax between 2012 and
July 2016 went toward prevention programs.

Northern Triangle governments should look to
external anti-gang programs as models that could
be adapted locally. US cities such as Boston and Los
Angeles have model programs, and there are lit-
tle-known but promising initiatives in other Central
American countries. The Barrios Seguros program
in Panama has offered amnesty and job training to
more than 4,100 former gang members, while Nic-
aragua has previously involved police in prevention
and rehabilitation efforts, as embodied in a five-
year program supported by the IDB to target at-
risk youth in eleven municipalities.®?
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ILLICIT TRAFFICKING

CHALLENGE:
ying between the drug-producing region of
South America and the drug market in the
United States, the Northern Triangle is an attractive

transit corridor for drugs, guns, human trafficking,
and other llicit goods. The US government asti-
mates that nearly 20 percent of the cocaine traf-

ficked into the United States comes through Central

America and Mexico ** The remote northeastern re-

gions of Honduras are particularly busy with drug

flights: In 2016, authorities estimatad that 87 per-

cent of cocaine smuggling flights departing from
South America landed in Honduras #

The components that allow for drug traffick-

ing—porous borders, corrupt authorities—also

parmit other illegal trades. The ragion is witness-

ing & surge in hurnan trafficking, as evidenced by
the 80 percent increase in hurnan trafficking cases

in Guatemala between 2012 and 201525 Child mi-

grants are increasingly becoming susceptible to

Members of Guatamalan Task Force Salerno conduct training operations in Jutiapa,
Guatemala, in 2015, Deeper US cooperation with local forces is key to constrict illicit
corridors.
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smuggling networls operated by criminal organi-
zations that profit from families seeking reunifica-

tion or better economic opportunities. Estimates
show that nearly 80 percent of unaccompanied
minors who reached the US Southwest border in

2014 had done so through smugglers.® Unfortu-
nately, battles for control of profitable traffick-

ing routes often get lumped in with gang violence
and street crime, with subseguent investigations

and prosecutions leaving smuggling networks un-

touchad. This impunity contributes to the danger
and instability of the Northern Triangle.
RESPONSES:

<~ Northern Triangle countries should build
™ e .
\/ onthe new trinational anti-gang force and
expand its capabilities to address organized crime
and drug trafficking. Guatamala, El Salvador, and

Honduras announced a joint unit of police, mili-

tary, intelligence, migration, and customs officials
to limit gang mambers'
abillity to flee justice in
their home countries. The
unit will menitor nearly
400 miles of shared bor-
dars and seek to capture
gang members, drug
traffickers, and other
criminals® This is a new
effort that expands on
the 2075 agreement be-
tween Honduras and
Guatemala to deploy a
bilateral unit to comiat
crime on their shared
border To be effective,
govarnments should pro-
vicke the necessary fund-
ing and training to allow
for advancedintelligence
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sharing and regular communication and coordina-
tion of operations.

The United States should work with local @
authorities to better identify, monitor, and
constrict illicit corridors, to significantly impede
smuggling. The US should offer
technical assistance and training

47
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The United States should also commit @

to sharing information on the monies held

by Northern Triangle nationals in the US finan-

cial system, in a similar fashion to the way these

countries treat US nationals under the Foreign
Account Tax Compliance Act
(FATCA). To facilitate two-way

to help Northern Triangle police f

information sharing, the United

and prosecutors more effectively The United States States should seek intergovern-
identify, investigate, and pros- should improve mental agreements with Guate-
ecute trafficking structures. At coordination mala and El Salvador—Hondu-

the same time, the United States
should improve coordination and
intelligence sharing among its
federal and state agencies and
their Northern Triangle coun-
terparts, since a majority of the
goods that are being trafficked
end up in the United States. For
example, the US treasury should expand itsrole in
maeney laundering investigations involving North-
ern Triangle nationals—a strategy that has helped
bring forward cases against suspected drug traf-
ficking operations, such as the ongoing proceed-
ings surrounding the Rosenthal and Cachiros cases
in Honduras.?®

MEASURING IMPACT

and intelligence
sharing among its
federal and state
agencies and their
Northern Triangle
counterparts.

ras is currently the only Northern
Triangle nation that has signed a
FATCA agreement. The United
States should agree to provide
information about transactions
undertaken between residents
of the three countries and US
residents, which could be con-
cealing both under- and over-invoicing. This type
of agreement would provide local tax authorities
with crucialinformation to combat the use of trans-
fer pricing and to improve tax collection, while also
discouraging the use of foreign bank accounts as
a mechanism to launder money.??

NEW WAYS TO DETERMINE ACCOUNTABILITY

*Regularly publish security and crime data
to encourage accountability.

+*Use multiple variables, not just homicides,
to assess the quality of the rule of law and
state presence in remote areas.

*Measure the success of US funding with
five-year and ten-year benchmarks (e.g.
goals for crime rate reductions) that are

set at the outset of disbursement.

+Work with the IDB to track host coun-
try spending in areas that complement US
support.
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hera is no magic bullet for all the
Issues plaguing the Northern Tri-
angle today. Any strategy that
focusas only on security and ne-
glects strengtheninginstitutions
andfostering anenabling economic climate
will inevitably be insufficient. Only a holis-
tic approach that bullds on recent efforts,
but also recognizes their shortcomings
and pushes for more assertive action, will
generate transformational change. That is
what is neaded to profoundly alter course
in the region. If not, we are doomed to a
continued deterioration in the local econ-
omy, rule of law, and security with revar-

Conclusion: A More Prosperous
Northern Triangle
and a Safer United States

Fromating holistic development will be of mutual benefit to the
Merthern Triangle and the United States.

berations felt not only locally but alse north
of the Rie Grande.

The blueprint for action provided by this task
force provides targeted, fresh ideas for how to
move the needle forwardin these three critical areas.
More effective judiciaries, better-equipped and ac-
countakie police forces, efficient public spending,
more stringant anti-corruption measures, and im-
proved infrastructure frameworks are all mutually
reinforcing solutions. US action will serve to fur-
ther spur regional governments to make far-reach-
ing raforms, as well,

The multi-sectoral nature of the task force has
enabled it to put forward recommendations that
provide Congress, the Trump administration, and
the governments of the three countries with acom-
prehensive and multifacetad strategy Embracing
these measuras will ensure a course corraction in
necessary areas while building on the progress of
efforts such as the Alliance for Prosperity and pre-

vious US assistance. This s what is needed so that
weak states do not Further deteriorate and so that
US taxpayers benefit from the necessary return on
investrment of government resources,

The importance of USengagerment inthe region
cannot be understated. In today's interconnected
world, insecurity in San Pedro Sula, Honduras, has
ramifications in Abilene, Texas Recognizing the

nature of thase issues is what has enabled mem-

bers of Congress from both sides of the aisle to
come together and lend their support to the three

countries, The governments of El Salvador, Guate-
mala, and Honduras have shown a renewed com-
mitmant to fully engage with the United States.

Today, such willingness provides the administration

ancl Congress with a unigue opportunity to cata-
lyze critical, generative action. It is in the direct in-

terast of the security and prosperity of the United
States that they do so.
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STATEMENT OF ADRIANA BELTRAN, SENIOR ASSOCIATE FOR CITIZEN
SECURITY, WASHINGTON OFFICE ON LATIN AMERICA

Ms. BELTRAN. Good afternoon, Mr. Chairman and Members of
the subcommittee. It is a real pleasure to be here with you today
on behalf of the Washington Office on Latin America, or WOLA.

As you are aware, Central America faces many challenges. Today
I will focus on why strengthening the rule of law and tackling cor-
ruption is critical to breaking the cycle of violence and impunity
and how the United States can best support the region in doing so.
In Honduras, Guatemala, and El Salvador, violence, corruption,
and justice are inextricably linked. Corruption and neglect have re-
sulted in weak and ineffective justice institutions incapable of ade-
quately responding to the high levels of violence. On average, 19
out of 20 murders in the region remain unsolved.

The fact that perpetrators rarely face justice means people feel
they have nowhere to turn for security. They will not stop fleeing
their homes and communities until they know that they are going
to be protected rather than ignored or even victimized by their own
police and judicial system. But the situation is not hopeless and the
U.S. assistance can help.

The Alliance for Prosperity was developed by the three countries
of the Northern Triangle as a new opportunity to tackle the re-
gion’s problems. The United States has appropriated $700 million
in fiscal year 2016 and $655 million in 2017 to help with these ef-
forts. I hope Congress will approve a comparable assistance pack-
age for fiscal year 2018. However, the success of U.S. efforts will
be limited without the commitment from the region’s governments.
The conditions on aid enacted by Congress are critical. They re-
quire recipient governments to strengthen the rule of law, address
corruption, and create independent justice systems and functioning
law enforcement institutions.

There are important actors in the region, some in key govern-
ment positions, some in innovative internationally backed organiza-
tions, and some in civil society who are leading reform efforts. The
U.S. should continue to support the Attorney Generals of all three
countries as well as the International Commission Against Impu-
nity in Guatemala, known as CICIG, and the mechanism to sup-
port the fight against corruption and impunity in Honduras, or
MACCIH. These institutions are on the front lines of combating
corruption and have achieved important results.

However, they have faced substantial pushback from certain ele-
ments within and outside of government who want to undermine
their efforts. In Guatemala, efforts to curb corruption have experi-
enced legal obstructions, threats, and smear campaigns. MACCHI
and the Attorneys General have faced similar problems. It is im-
perative that the Central American governments fully cooperate
with these institutions. The U.S. must continue to politically and
to financially back them.

Equally important is supporting independent courts. Too often
judges can be bought, influenced, or manipulated. And this allows
criminal networks to operate unencumbered. Government should
establish a transparent process to select and promote judges based
on merit while offering protection to justice officials who have had
the courage to uphold the rule of law.
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And finally, professional, accountable civilian police forces are
crucial to lowering violence. In all three countries, police are in-
volved in a range of illicit activities, abuse, and extrajudicial execu-
tions, but there have been some positives steps to a reform in Hon-
duras and Guatemala, but much more needs to be done.

Improvement will require ongoing professionalization, the cre-
ation of strong internal controls, increasing investigative capacities,
and cooperation with community policing initiatives. An effective
U.S. strategy to reduce violence and corruption requires clearly de-
fined goals, tangible metrics to measure improvement, and ongoing
monitoring and evaluation. This is why WOLA, working with local
civil society partners, developed the Central America Monitor. This
is a tool that tracks U.S. assistance and uses a set of objective indi-
cators to assess progress on the ground. The goal of the monitor is
to move the discussion beyond abstract calls for reform to specific
measures of change.

The process of change may be slow, but with a willingness to be
smart and strategic about our investment, we can see real results.

Thank you and I look forward to your questions.

[The statement follows:]

PREPARED STATEMENT OF ADRIANA BELTRAN

Good afternoon. Mr. Chairman, Ranking Member Leahy, and members of the sub-
committee. I appreciate the opportunity to appear before the subcommittee today on
behalf of the Washington Office on Latin America, or WOLA, to discuss U.S. assist-
ance to Central America.

As you are aware, Central America faces many challenges—deep social inequality,
endemic levels of violence, and a lack of economic opportunities—some of which my
counterparts on the panel will address. While U.S. assistance should support a com-
prehensive strategy to address all of these concerns, I will focus on why strength-
ening the rule of law and tackling corruption is critical to breaking the cycle of vio-
lence and impunity, and how the United States can best support Central America
to strengthen police and judicial institutions and promote accountability.

Corruption permeates nearly all government institutions throughout the region.
According to Transparency International’s 2016 Corruption Perception Index, El
Salvador, Guatemala and Honduras ranked 95, 136, and 123 respectively, out of 166
countries.! This corruption has allowed criminal networks to co-opt state institu-
tions while corroding access to, and the quality of, public services such education,
health, and public security. Not only has this corruption depleted public trust in in-
stitutions, it has exacted tremendous economic costs. For instance, a 2015 study car-
ried out by Oxfam and the Central American Institute of Fiscal Studies estimated
corruption could cost Guatemala at least 6 percent of its GDP just that year.2

In Central America violence, corruption, and justice are inextricably linked. Cor-
ruption and neglect have resulted in woefully weak and ineffective criminal justice
institutions incapable of responding to the violence impacting many marginalized
communities. Throughout the Northern Triangle, impunity rates for homicides aver-
age 95 percent at best. This means that 19 out of every 20 murders remain un-
solved, and the chances of being caught, prosecuted, and convicted for committing
a murder are practically zero. The low prospect that perpetrators will ever face jus-
tice means that many crimes go unreported. In many communities in the region,
people feel they have nowhere to turn for security. They will not stop fleeing until
they know that they are going to be protected, rather than ignored or even victim-
ized, by their own police and judicial system. But in Honduras, Guatemala, and El
Salvador, that is not currently the case.

Despite these harsh realities, the situation is not hopeless. U.S. assistance can
make a difference. Actors in the region—some in civil society, some in key govern-

1Transparency International, “Corruption Perceptions Index 2016,” January 25, 2017, https:/
www.transparency. 0rg/neWs/feature/corruptloniperceptlons index 2016.

2Instituto Centroamericano de Estudios Fiscales and Oxfam Guatemala, “La corrupcion: Sus
caminos, su impacto en la sociedad y una agenda para su eliminacion,” August 12, 2015, https:/
www.oxfam.org/es/informes/la—corrupcion.
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ment positions such as the attorneys general, and some in innovative internation-
ally-backed organizations, such as the International Commission against Impunity
in Guatemala (Comision Internacional contra la Impunidad en Guatemala, CICIG)
and the Mechanism to Support the Fight against Corruption and Impunity in Hon-
duras (Mecanismo de Apoyo contra la Corrupcion y la Impunidad en Honduras,
MACCIH)—are paving the path toward reform. But without independent justice
systems, functioning law enforcement institutions, and adherence to the rule of law,
the success of these efforts will be limited in both scope and duration. The United
States needs to be clear-eyed and principled in targeting assistance in a way that
will support comprehensive and lasting changes.

The Alliance for Prosperity, which U.S. assistance supports, was initiated as a
new opportunity developed by the three countries of the Northern Triangle to tackle
the shared problems of violence, drug trafficking, irregular migration, and unem-
ployment or underemployment. However, this is not the first time we have been
down this road. From fiscal year 2008 to fiscal year 2015, the United States pro-
vided $1.2 billion in assistance through the Central America Regional Security Ini-
tiative (CARSI), the main vehicle of U.S. assistance to the region during this time.
But conditions on the ground have not improved to the degree that we would have
hoped. Past assistance lacked a clear strategy to guide the series of programs and
initiatives, emphasized training over concrete institutional reform, and did not give
enough attention to ensuring adequate coordination among U.S. agencies and be-
tween donors.

MOVING INTO FISCAL YEAR 2018

Now is the time to ask ourselves: how do we avoid repeating the mistakes of the
fpast? I—gow do we ensure that U.S. investments are paying off and making a dif-
erence’

The U.S. Government has demonstrated its willingness to be a partner by appro-
priating $750 million in fiscal year 2016 and $655 million in fiscal year 2017. We
support a comparable assistance package for fiscal year 2018. However, our assist-
ance can only go so far if the recipient countries are not serious about tackling cor-
ruption, supporting transparency, and sending the message that no one is above the
law. Conditioning aid is an important tool to ensure our partners are making these
changes and that U.S. investments are being used wisely. WOLA strongly supports
the conditions that Congress placed on 50 percent of aid to El Salvador, Guatemala,
and Honduras in both fiscal year 2016 and fiscal year 2017, and we recommend that
Congress include these conditions in fiscal year 2018. These conditions require re-
cipient governments to demonstrate a firm commitment to strengthening the rule
of law and addressing corruption, poverty, and inequality. In providing assistance
we should not ignore or excuse conduct that undermines reform. Our support is crit-
ical, but ultimately there is no substitute for the commitment of the governments
in the region to take decisive actions to enact necessary reforms.

There are four key areas I recommend we pay particular attention to in order to
help build strong institutions, strengthen the rule of law, and ultimately improve
security in Central America:

(1) International anti-impunity commissions in Central America

Independent, internationally-backed institutions such as the CICIG and the
MACCIH are important and innovative tools to build capacity in domestic justice
systems. These bodies, set up at the request of the host governments by the United
Nations and Organization of the American States, respectively, have both enjoyed
strong U.S. bipartisan support. The CICIG, created in 2006, has revealed the depth
of corruption in Guatemala and unearthed criminal networks that have leveraged
their links to government to embezzle public funds. Its investigations have resulted
in the indictment of the former president and vice president for corruption, as well
as the prosecution of several ministers and high-level public officials, legislators, re-
tired generals, police officers, and members of the private sector. The Commission
has also boosted the investigative capacity of the Guatemalan Attorney General’s
Office by promoting the adoption of legal reforms and use of modern investigative
techniques and tools. The MACCIH, established in Honduras just last year, has
started investigating a multi-million dollar embezzlement scandal within the Hon-
duran social security system and other high-profile cases. It has also championed
the adoption of a much-needed campaign finance law and been instrumental in cre-
ating anti-corruption tribunals with national jurisdiction.

Both entities have faced substantial pushback from certain elements within the
government and private sector who want to undermine their efforts. In the case of
Guatemala, reforms have stalled in Congress, cases have been delayed through the
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abuse of legal motions and remedies, and the Commission and its leadership have
been the target of smear campaigns. For progress to continue, the Honduran and
Guatemalan governments must fully cooperate with these entities. For its part, the
United States must continue to make clear it will politically and financially support
them.

(2) Independent, professional, and well-resourced attorneys general

Currently, all three countries have attorneys general who have shown some polit-
ical will to advance high-level corruption cases and improve the investigative capa-
bilities of their institutions. El Salvador’s attorney general has created an anti-im-
punity unit, arrested a well-known criminal leader with deep political ties, and in-
dicted three former presidents and the former attorney general on corruption-re-
lated charges. In Honduras, the attorney general has investigated several top crimi-
nal leaders and created a special investigative unit trained in scientific and tech-
nical techniques to increase prosecution of high-impact crimes. The Guatemalan At-
torney General’s Office has led the charge on anti-corruption efforts and taken on
several organized crime and corruption cases without the assistance of the CICIG.

Still, these offices remain understaffed, susceptible to outside pressures, and ab-
sent in many areas of the countries. In Guatemala, for example, only 10 percent of
municipalities have prosecutor’s offices.3 This lack of personnel has contributed to
a huge backlog of cases, adding to high impunity rates. Recent death threats and
an assassination attempt against Guatemalan Attorney General Thelma Aldana
highlight the danger justice officials in all three countries face when taking on cases
targeting high-level corruption.

In fiscal year 2017, Congress appropriated significant direct funding for Attorneys
General Offices in the Northern Triangle, and this support should continue. Atten-
tion should be given to creating or strengthening specialized investigative units, im-
plementing special investigative methods, improving prosecutorial capabilities,
strengthening internal control bodies to help root out corruption, and improving re-
gional witness protection mechanisms.

(3) Independent courts

A functioning judiciary is critical to ensuring all other areas of a country’s govern-
ment act in the public interest. But in Central America, justice systems are rife
with corruption and lack transparency. Their fairness and effectiveness is deter-
mined in large part by the judges trying the cases, how transparent the proceedings
are, and the scope and quality of convictions.

Too often in Central America, judges can be bought, influenced, or manipulated
by political figures, business elites, and others who stand to lose or gain profit or
power from their decisions. This makes uncovering the truth a near-impossible task
and allows criminal networks to operate unencumbered. Judges who have been com-
promised not only sway decisions in favor of those pulling the strings, but will stall
cases, sometimes indefinitely. This has decimated public trust in the system—the
Supreme Court in El Salvador for instance is trusted by just 8 percent of the popu-
lation, according to a survey from the Institute of Public Opinion at the José Simeén
Canas Central American University in San Salvador.# Independent, functioning
courts are the key to ensuring the environment shifts from one that rewards corrup-
tion and violence to one in which the system works for all.

To this end, judges and other justice officials must be selected and promoted
through a transparent process based on merit. But addressing corruption is just one
crucial piece of strengthening a justice system. U.S. assistance should also support
efforts to improve judicial independence, help ensure that laws and norms meet
international standards, and support mechanisms that offer protection to judges
who have the courage to uphold the rule of law.

(4) Professional and accountable police forces, trusted by the public

In all three countries, citizens do not feel that the police will protect them or en-
force law and order. Accused of everything from bribery to drug trafficking to
extrajudicial executions, officers are often seen as a threat. In Honduras, 83 percent
of the population believes the police are corrupt, according to a 2016 survey carried

3Presentation by the Guatemalan Attorney General’s Office (Ministerio Publico de Guate-
mala), February 2016.

4Instituto Universitario de Opinién Publica-Universidad Centroamericana dJosé Simeon
Canas, “Los salvadorenos evaluan la situacion del pais a finales de 2016,” Boletin de prensa afio
XXXI, no.1, http://www.uca.edu.sv/iudop/wp-content/uploads/Bolet%C3%ADn-Evaluaci%C3%B3n-
A%C3%B10-2016-10-01-2017.pdf.
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out by the Violence Observatory at the National Autonomous University of Hon-
duras.® Similarly, in El Salvador, 36 percent of people said violence carried out by
the state was most harmful to the country, the Latinobarometro Corporation’s 2016
study found.® More often than not, neither internal nor external mechanisms effec-
tively hold security forces to account for corruption or abuses against the population.
Compounding this corruption and impunity, police capacity is limited. Officers are
often underpaid, lack the training and resources necessary to carry out investiga-
tions, and are not trusted by the justice system to cooperate in, or properly conduct,
investigations.

In lieu of functioning civilian police, all three Northern Triangle presidents have
deployed their militaries to provide internal security. Not only has this diverted
much-needed resources away from civilian law enforcement, it has changed the na-
ture of violence in each country, given the armed forces’ undue political influence
over civilian agencies, and escalated human rights concerns. The military is trained
to overcome an enemy with as much force as necessary, not to maintain public order
and investigate crimes. When soldiers get sent to the streets, the line between cit-
izen and enemy becomes blurred and abuses happen. Further, no state in the region
has sustainably brought crime rates down by relying on troops to act as de facto
police for an extended period of time.

The answer, then, is to focus on strengthening civilian police forces. There have
been some positive steps. The Honduran Government established a special commis-
sion to clean up the civilian police force following media reports of high-level police
involvement and cover-up in the assassination of the anti-drug czar in 2009 and his
advisor in 2011. To date, out of 9,234 police officers evaluated, nearly 4,000 have
been removed for reasons of restructuring, voluntary withdrawal, and for alleged in-
volvement in corruption or criminal acts.” Yet the state has been slow to investigate
and prosecute officers involved in abuses and criminal activities, and there have
been no convictions to date. But to create a reliable civilian police force will require
more than a cleanup. It will take ongoing measures to professionalize officers,
strong internal controls to hold all ranks to account, and cooperation with commu-
nity policing initiatives.

In Guatemala, improvements in police investigative capacity and collaboration
with justice officials has led to a declining homicide rate since 2010. Although Gua-
temala’s homicide rate still remains above the Latin America and the Caribbean re-
gional average of 22.5 homicides per 100,000 inhabitants, sustained reforms in jus-
tice and security policies have made a difference, and further professionalization is
essential to seeing continued improvement.8

In El Salvador, there have been significant improvements in police recruiting, vet-
ting, and training at the police academy. But police investigation units remain
understaffed and overworked, and the ability to conduct scientific and forensic in-
vestigations remains limited. Perhaps most troubling, aggressive police anti-gang
tactics have led to a rise in allegations of police abuse, including extrajudicial execu-
tions of suspected gang members. The internal affairs units that ought to inves-
tigate and deter this kind of police abuse have been ineffective, and there do not
appear to be sufficient controls over police misconduct.

Without a police force they can trust, and without a justice system that has the
ability to convict criminals and hold state actors accountable, Central Americans are
left without a lifeline. U.S. assistance can help by improving internal and external
control bodies to address corruption and wrongdoing, bolstering criminal investiga-
tive capacity, and working to change the culture of police forces by focusing aid on
how officers are recruited, selected, promoted, and trained.

EVALUATING U.S. ASSISTANCE

An effective U.S. strategy in Central America requires clearly defined goals in
each of these areas, tangible metrics to measure improvement, and ongoing moni-
toring and evaluation.

5 Instituto Universitario en Democracia, Paz y Seguridad-Universidad Nacional Autonoma de
Honduras, “Percepcion Ciudadana sobre Inseguridad y Victimizacion en Honduras,” May 2016,
http://www.iudpas.org/pdf/Estu_ InvestNacionales/2016 percepcion ciudadana inseguridad
victimizacion.pdf.

6 Corporacion Latinobarémetro, “Informe Latinobarémetro 2016,” September 2016, http:/
www.latinobarometro.org/latNewsShow.jsp.

7“Comision depuradora en un ano ha realizado una agresiva limpieza de la Policia,” La
Tribuna, April 12, 2017, accessed May 22, 2017. http:/www.latribuna.hn/2017/04/12/estos-los-
logros-la-comision-especial-la-depuracion-transformacion-la-policia-nacional-ano-funciones/.

8World Bank, “Intentional homicides (per 100,000 people),” accessed May 22, 2017, http:/
datos.bancomundial.org/indicador/VC.IHR.PSRC.P5?locations=ZdJ.
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This is why WOLA, working with local civil society organizations committed to
promoting reforms, developed the Central America Monitor, a tool that tracks U.S.
assistance and uses a set of objective quantitative and qualitative indicators to as-
sess progress on the ground. Its goal is to move the discussion beyond abstract calls
for reform to specific measures of change. These indicators look at many of the
issues I have highlighted, including each country’s degree of judicial independence,
selection and promotion processes for justice officials, resources allocated for law en-
forcement, and conviction rates, among many others. WOLA’s Central America Mon-
itor and other monitoring and evaluation efforts are essential to ensuring U.S. as-
sistance is properly implemented.

In conclusion, it is possible for conditions in the Northern Triangle to improve,
but the situation is far beyond the capacity of the governments to tackle on their
own. The problems there are not isolated: they are rooted in decades of shared his-
tory with the United States, and their consequences now extend up to the U.S. bor-
der. Working together to support and monitor specific and substantial reforms, we
can achieve results that will reduce violence and create conditions for greater pros-
perity in Central America. The process may be slow. But, with a willingness to be
smart and strategic about our investment in fighting corruption, improving trans-
parency, and bolstering respect for the rule of law, we can see real results.

Thank you. I look forward to your questions.

Senator GRAHAM. We will hear from Senator Leahy. He just ar-
rived. A brief statement and then we will continue with our wit-
nesses.

STATEMENT OF SENATOR PATRICK J. LEAHY

Senator LEAHY. Thank you, Mr. Chairman, and it is good to see
all of the witnesses here.

I know that Secretary Negroponte referred to a Rip Van Winkle
feeling and maybe several of us feel that way in being here.

For most of the twentieth century, there was a concern that our
policy towards Central America consisted primarily of propping up
corrupt and abusive regimes led by families of oligarchs that bene-
fitted from the exploitative practices of U.S. corporations. During
the Cold War, the armies of those regimes trained and equipped by
the United States committed atrocities in the name of anti-Com-
munism. Democratic movements were crushed and their leaders as-
sassinated. Very few people have been punished for heinous crimes
in Guatemala, Honduras, and El Salvador to date.

So what did the people in those countries get from it? They got
poverty and violence, impunity, inequality, political polarization.
The situation is worse because of the influx of gangs and illegal
drugs and all that brings. Since 1980 alone, the United States has
provided billions and billions of dollars in military and economic
aid to the Northern Triangle countries. Much of that aid, in my
opinion, was either wasted or contributed to the problems there.

We made excuses for those governments whose leaders were in-
terested only in enriching themselves. But last year we embarked
on what has been portrayed as a new approach. And, Mr. Chair-
man, I applaud you in working with all of us to do that, to address
the underlying causes of the flood of undocumented migrants flee-
ing violence and poverty in Central America.

In fiscal year 2016, we provided $750 million to support the Alli-
ance for Prosperity. A few weeks ago, we approved another $655
million. Now the President has proposed to cut that to $460 mil-
lion. I strongly support this aid, but we need to see real sustainable
results. I think Republicans and Democrats agree about that. We
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cannot want equitable economic development and human rights in
these countries more than their own governments want it.

So thank you for holding this hearing. Central America gets too
little attention here. These countries are our neighbors. The strug-
gles and hardships of their people deeply concern us. So I thank
you and I want to be supportive.

Senator GRAHAM. Thank you, Senator Leahy. I know you have a
long-held interest in this region.

Mr. Farnsworth.

STATEMENT OF ERIC FARNSWORTH, VICE PRESIDENT OF THE COUN-
CIL OF THE AMERICAS

Mr. FARNSWORTH. Well, Mr. Chairman, good afternoon. Thank
you for the invitation to be here. Mr. Ranking Member and Mem-
bers of the subcommittee, it is a real privilege to be before you this
afternoon.

In 3 weeks [June 15, 16, 2017], the U.S. Secretaries of State and
Homeland Security, together with their Mexican counterparts, plan
to host a meeting in Miami of leaders from the Northern Triangle
countries and ministerial level representatives from others in the
region. This continues, as we have already been talking about, an
accumulating body of work on a bipartisan basis going back to the
conclusion of the vicious civil wars just over 20 years ago and con-
tinuing with significant U.S. assistance and support since that
time.

And yet, the situation on the ground remains fluid and difficult.
Some 50 percent of Central Americans live in poverty, many with-
out access to clean water, electricity, healthcare, and quality edu-
cation. Malnutrition is widespread in some areas. High unemploy-
ment plagues the region and with just over 60 percent of the popu-
lation under the age of 30 years old, the high percentage of youth
without jobs or going to school full time is a significant concern.
Periodic natural disasters including hurricanes, volcanic eruptions,
and earthquakes rock the region.

Meanwhile, security in the Northern Triangle is fraught, with
homicide rates well above global averages. Located between the
world’s largest illegal drug consuming nation and one of the world’s
largest drug producing regions, as well as a Venezuelan regime
that allegedly facilitates the narcotics trade, Central America is a
prime transit route for illegal activities that both overwhelm and
also undermine the capacity of governments to address them.

Gang activity and the easy availability of high caliber and other
weapons contribute significantly to insecurity. The attractiveness of
gang membership is exacerbated by the lack of economic oppor-
tunity and also the lack of effective policing and judicial processes.
Impunity is rife, as is corruption, and deep social divisions within
countries and deep political divisions between and among countries
hamper governance and cross-border cooperation. It is a potent
mix, and it is no wonder why so many Central Americans have
sought to migrate from the region.

While the primary responsibility for addressing these issues
clearly resides with the nations themselves, the United States is in
a position to assist our neighbors and friends in need and I believe
it 1s in our interest to do so.
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In my view, one of the best ways we can support development
effectively is by promoting investment and job creation in the for-
mal economy. Generating good, legal, sustainable jobs offering the
prospect for a better life and stability at the local and community
levels is critical in migrant sending nations. A more focused effort
by the United States to help the Northern Triangle nations develop
and improve their business climates would therefore be appropriate
and meaningful.

Job creation is not a panacea, but it would provide options for
those who might otherwise migrate or get wrapped up with crimi-
nal gangs. Without an attractive business climate that includes en-
hanced personal security, an educated workforce, the improved reg-
ulatory transparency, and the rule of law, investors both foreign
and domestic will look elsewhere. And that means foregone access
to global supply chains, tax receipts, and labor protections for
workers, among other things.

The key is for U.S. assistance to leverage real results. One way
to do this might be to allow Northern Triangle countries to claim
a greater share of the overall aid package over time. In other
words, rather than dividing assistance co-equally among the three
recipients upfront, we could leverage improved outcomes by encour-
aging each nation, either alone or in cooperation with the others,
to compete for a larger share of the overall assistance package by
committing to concrete action plans and measurable results con-
sistent with their own realities that can be tracked and rewarded
after successful implementation.

On the security side, which is fundamental to improving condi-
tions for economic growth, metrics employed during Plan Colombia
with strong bipartisan support could prove beneficial, such as re-
duction in homicides, meaningful reductions in criminal impunity,
and the reestablishment of a state presence in all communities.
Metrics in drug trafficking, corruption, and judicial effectiveness
can also be employed, and greater regional law enforcement co-
operation could be pursued.

The same approach should be considered for development activi-
ties that will help create conditions to draw investment that cre-
ates jobs and grows the economy. Taking another page from what
has worked in Colombia, the three nations of the Northern Tri-
angle should give priority attention to improving their ease of
doing business rankings with the World Bank and also their re-
spective competitiveness rankings with the World Economic Forum
to build economic capacity and a framework for competitiveness.

Importantly, regional growth has often been consumption-led,
fueled by remittances from Central Americans living in the United
States and elsewhere. But remittances do not generally build ca-
pacity. There must be a new commitment to improving business
conditions to drive investment led, sustainable growth.

There must also be a more genuine commitment among the three
nations to linking their economies more closely together, to in-
crease economies of scale, and to reduce production costs. Freer
trade with the United States through the CAFTA Dominican Re-
public Trade Agreement was a beginning. Nonetheless, from trade
facilitation and customs procedures to infrastructure development
including an intensive focus on border infrastructure, to common,



67

best standards regulatory permitting, tax, and commercial frame-
works, the simple reality is that until the three nations begin to
operate more as a regional more unified economy, they will con-
tinue to lack investment attractiveness.

Currently, it is said that it is easier to export products to the
United States from nations in Central America than it is to export
products to each other. This is crazy. It raises costs and dramati-
cally reduces the attractiveness of Northern Triangle countries for
participation in the cross-border market expanding supply chains
that increasingly drive global production.

Of course, job creation also depends on human capital, which re-
quires concrete actions by governments to improve education and
workforce development and training. The cost of labor is relatively
attractive, but productivity lags.

The mismatch in labor skills with currently and potentially
available jobs is profound, requiring sustained attention. Migrants
returning to the region, many with English language skills, are one
pool of workers that could benefit from additional training as they
seek to transition back to local communities.

Still, the bottom line is this: without job creation in the formal
economy, prospects for Northern Triangle nations to address effec-
tively the twin security and migration crises that confront them
will be next to impossible. And without adequate attention to the
factors described above, the domestic and direct foreign investment
that creates jobs and builds economies will materialize only un-
evenly. U.S. assistance can and should be used to prime the pump.
But even with U.S. support, the primary commitments and
achievements, including enhanced security, reduced corruption, and
increasing job creation in the formal economy, must emanate pur-
posefully from the region itself.

So thank you again for the opportunity to testify and I look for-
ward with anticipation to your questions.

[The statement follows:]

PREPARED STATEMENT OF ERIC FARNSWORTH

Good afternoon, Chairman Graham, Ranking Member Leahy, and members of the
subcommittee. It is a privilege to appear before you today to discuss United States
assistance for the Northern Triangle of Central America; namely El Salvador, Gua-
temala, and Honduras. Thank you for the attention that you are bringing to these
issues, and for your leadership in addressing them over the years. We very much
appreciate your long-term, bipartisan interest in building U.S. policy priorities in
Central America.

In three weeks the U.S. Secretaries of State and Homeland Security, together
with their Mexican counterparts, plan to host a meeting in Miami of leaders from
the Northern Triangle countries and ministerial level representatives from others
in the region. This is a serious, well-intentioned effort designed to advance discus-
sions on building prosperity and improving security as a means to address most ef-
fectively the national interests of the United States. It is an accumulating body of
work, on a bipartisan basis, going back to the conclusion of the vicious civil wars
j1}11st over 20 years ago, and continuing with significant assistance and support since
that time.

CENTRAL AMERICA REQUIRES LONG-TERM DEVELOPMENT ATTENTION

And yet, as evidenced by the crisis of unaccompanied minors and others crossing
the Southwest border of the United States over the past several years, the situation
on the ground remains fluid and difficult. Some 50 percent of Central Americans
live in poverty, many without access to clean water, electricity, healthcare, and
quality education. Malnutrition is widespread in some areas. High unemployment
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plagues the region, and, with over 60 percent of the population under the age of
30, the high percentage of youth without jobs or going to school full time is a signifi-
cant concern. To complicate matters further, periodic natural disasters including
hurricanes, volcanic eruptions, and earthquakes rock the region, knocking precious
percentage points off GDP in those nations least-equipped to cover losses.

Meanwhile, security in the Northern Triangle is fraught, with murder rates well
above global averages. Located between the world’s largest illegal drug consuming
nation and one of the world’s largest drug producing regions as well as a Ven-
ezuelan regime that allegedly facilitates the narcotics trade, Central America is a
prime transit route for illegal activities that both overwhelm and also undermine
the capacity of governments to address them. Gang activity and the easy availability
of high-caliber and other weapons contribute significantly to insecurity, at times
even giving criminals the ability to outgun state actors. The attractiveness of gang
membership is exacerbated by the lack of economic opportunity and also the lack
of effective policing and judicial process. Impunity is rife, as is corruption. Deep so-
cial divisions within countries and deep political divisions between and among coun-
tries hamper governance and cross-border cooperation.

It is a potent mix. While the primary responsibility for addressing these issues
clearly resides with the nations themselves, the United States is in a position to
continue assisting our neighbors and friends in need. Doing so is in our interests,
given our history and connectivity with the Northern Triangle and the opportunity
to address core U.S. interests at their source.

WORKING TO CREATE JOBS IN THE FORMAL ECONOMY

To be most effective, U.S. commitment must be sustained, and might benefit from
another Kissinger-style commission to recommend a high-level, bipartisan, fully-
resourced path forward. In the meantime, one of the best ways we can support de-
velopment effectively is by promoting investment and job creation in the formal
economy as a pillar of longer-term development. Generating good, legal, sustainable
jobs offering the prospect for a better life and stability at the local and community
level in migrant-sending nations is critical.

Regional job creation is not a panacea, but it would provide options for those who
might otherwise migrate or get wrapped up with criminal gangs. Freer trade with
the United States through the CAFTA-DR agreement was a beginning, but the
agreement only establishes a baseline; it does not guarantee results. Without an at-
tractive business climate that includes enhanced personal security, an educated
workforce, improved regulatory transparency and the rule of law, investors both for-
eign and domestic will look elsewhere. And that means foregone access to global
supply chains, tax receipts, and job creation, among other deficiencies, providing,
along with deep security concerns, a continued push for intending migrants.

As a result, a more focused effort by the United States to help the Northern Tri-
angle nations develop and improve their business climates would be appropriate and
meaningful. The good news, at least from the Central American perspective, is that
U.S. participation the Trans-Pacific Partnership has been shelved for now, offering
temporary relief from enhanced global competition with their most competitive prod-
ucts and markets. Although important from a strategic U.S. perspective in Asia and
Latin America, TPP threatened to divert U.S. trade and investment activities away
from the Northern Triangle and others in Central America in favor of nations such
as Vietnam and Malaysia. But this is only a reprieve, and nations including the
United States should be encouraged to redouble their efforts to focus on improved
regional economic competitiveness.

SECURITY AND JOB CREATION GO HAND-IN-HAND

U.S. assistance can be used primarily to leverage results. On the security side,
which is fundamental to improving conditions for economic growth, metrics em-
ployed during Plan Colombia with strong bipartisan support proved beneficial, such
as a reduction in murders and the re-establishment of a state presence in all com-
munities. Appropriate metrics on drug trafficking, corruption, and judicial effective-
ness can also be employed, and greater regional security cooperation should be ac-
tively considered. More importantly, Northern Triangle countries should be
incentivized to produce real results by allowing them to claim a greater share of the
overall assistance package over time. In other words, rather than dividing assist-
ance co-equally among the three recipients up front, we can be more creative,
leveraging improved outcomes by encouraging each nation, either alone or in co-
operation with the others, to compete for a larger share of the overall assistance
package by committing to concrete actions plans and measurable results that can
be tracked and rewarded for successful implementation.
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The same approach should be considered for economic development activities that
will help create conditions to draw the investment that creates jobs and grows the
economy. Taking another page from what has worked in Colombia, the three nations
of the Northern Triangle should give priority attention to improving their ease of
doing business rankings with the World Bank and also their respective competitive-
ness rankings with the World Economic Forum. Much like the Millennium Chal-
lenge Corporation approach, these efforts would be designed to build economic ca-
pacity and a framework for competitiveness.

And, there must also be a more genuine commitment among the three nations to
linking their economies more closely together, to increase economies of scale and to
reduce production costs. From trade facilitation and customs procedures, to infra-
structure development, to common, best standards regulatory, permitting, tax, and
commercial frameworks, the simple reality is that until the three nations begin to
operate as a regional, more unified economy, they will continue to lack in
attractiveness for global investors. Currently, it is said that it is easier to export
products to the United States from nations in Central America than it is to export
products to each other. This raises costs and dramatically reduces the attractiveness
of Northern Triangle countries of participation in the cross-border, market expand-
ing supply chains that increasingly drive global production.

Regional growth has often been consumption-led, fueled by remittances from Cen-
tral Americans living in the United States and elsewhere. But remittances do not
generally build capacity; absent a new commitment to improving business condi-
tions, there will be limited opportunity for investment-led, sustainable growth.

INCREASING HUMAN CAPITAL AND IMPROVING PEOPLES’ LIVES

Of course, job creation also depends on human capital, which requires a new com-
mitment by governments to education and workforce development and training. The
cost of labor is relatively attractive in the Northern Triangle but productivity lags.
Regional production costs are already high, due to enhanced security requirements,
high energy prices, lack of transparency and predictability, judicial and contract
issues, and other aggravations. Potential investors report that these issues are sig-
nificantly compounded by difficulties in finding adequately trained workers with ap-
propriate abilities including math and language skills. The mismatch in labor skills
with currently and potentially available jobs 1s profound and will require sustained
attention over time. Migrants returning to the region, many with English language
skills, are one pool of workers that could benefit from additional training as they
seek to transition back to local communities.

But the bottom line is this: without job creation in the formal economy, prospects
for Northern Triangle nations to address effectively the twin security and migration
crises that confront them will be next to impossible. And without adequate attention
to the factors described about, the domestic and direct foreign investment that cre-
ates jobs and builds economies, providing alternatives for men and women alike to
build better lives in their own communities, will materialize only unevenly. U.S. as-
sistance can and should be used to prime the pump. But even with U.S. support,
the primary commitments and achievements, including enhanced security, reduced
corruption, and increasingly job creation in the formal economy, must emanate pur-
posefully from the region itself.

STATEMENT OF JOHN WINGLE, COUNTRY DIRECTOR FOR HONDURAS
AND GUATEMALA, MILLENNIUM CHALLENGE CORPORATION

Mr. WINGLE. Thank you, Chairman Graham, Ranking Member
Leahy, and Members of the subcommittee. I am delighted to be
here today and I look forward to discussing MCC’s work in Central
America.

MCC is working in the Northern Triangle countries of El Sal-
vador, Honduras, and Guatemala to promote prosperity and
strengthen governance in the region, supporting the objectives of
the U.S. strategy for engagement in Central America, as well as
the Northern Triangle Government’s Alliance for Prosperity.

The subcommittee is already familiar with how MCC uses an evi-
dence-based model to drive economic growth and in turn create op-
portunities to escape poverty in three interrelated ways: first, in
being selective on our partner countries; second, in how we design
programs with those partner countries; and finally, the way we
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build capacity for our partner countries to implement the pro-
grams. Underlying this is the principle that we cannot solve the
problems of our partner countries for them. We provide diagnostic
tools such as constraints to growth analysis, as well as the right
incentives and support for our partners to make the reforms need-
ed for them to address their own problems.

While we are an important part of the solution, our partner
countries are ultimately responsible to implement the projects
funded my MCC, to follow through on the policy reforms, and per-
haps most importantly, to transfer this knowledge to manage their
own resources with the same transparency and accountability that
MCC demands in the projects that we fund.

In our Constraints to Growth Analysis, we found the political
economy of Northern Triangle democracies has been characterized
by patronage-based politics, weak rule of law, low effective tax
rates, and a lack of accountability. These factors have led to gov-
ernments with small budgets that are poorly executed due to cor-
ruption and inefficiency, and as a result, they have been unable to
adequately provide infrastructure, health, education, and security
services to their people. This poor and highly unequal service provi-
sion has left Northern Triangle countries with low educational at-
tainment, high transportation costs, and entrenched crime that
constrains private investment and job creation and drives migra-
tion.

These problems affect both the rich and poor in Central America.
However, the wealthy can pay for private schools, private
healthcare, and private security, but the majority of the people
struggle to provide a decent life for their families.

Annual government expenditures by the Northern Triangle coun-
tries are more than ten times the amount of official development
assistance they receive from international donors. The efficient and
effective use of their own government funds therefore is critical to
provide the security, health, education, and infrastructure needed
to achieve sustainable economic development and reduce poverty.

Ultimately, by helping strengthen the policies and government
institutions, we advance the sustainability of MCC and other gov-
ernments funding and reduce dependency on foreign aid. This has
been MCC’s goal with the Northern Triangle programs.

In 2010, MCC and Honduras successfully completed a compact
that provided 7,400 farmers with technical training and better crop
management, irrigation techniques, business, and marketing. The
compact also improved farm-to-market roads, secondary roads, and
110 kilometers of the main highway linking the capital with the
main Atlantic port.

Currently, MCC is supporting the government’s efforts to im-
prove public financial management. MCC’s threshold program is
helping the government of Honduras improve budget practices,
save money on procurement, improve delivery of public services, in-
crease accountability through both their Supreme Audit Institution
and civil society organizations, and reduce opportunities for corrup-
tion, ultimately improving the efficiency and effectiveness of how
the Hondurans use their own government resources.

Turning to El Salvador, in 2012 MCC and El Salvador success-
fully completed a $461 million compact to strengthen the transpor-
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tation and agricultural sectors and improve the educational system
in the country’s Northern Zone. According to independent eval-
uators, more than 600,000 people benefitted from the construction
of the Northern Transnational Highway and households with ac-
cess to potable water and electricity increased significantly with
MCC’s investments.

After the success of this compact, MCC and El Salvador signed
a new compact in 2014 to invest up to $277 million to improve edu-
cation, logistical infrastructure, regulatory environment, and insti-
tutional capacity. El Salvador will contribute $88.2 million to sup-
port this compact’s investments.

Finally, in Guatemala MCC and the government are currently
partnering to implement a $28 million threshold program to in-
crease revenues and reduce opportunities for corruption in tax and
customs administration, attract more private funding for infra-
structure, and provide Guatemalan youth with the skills they need
in the job market.

While the challenge in Central America is great, there has un-
doubtedly been progress. With the support of the United States and
other development partners, the people of Guatemala, Honduras,
and El Salvador had made significant efforts recently to improve
governance. Some examples are the courageous local prosecutors
that have taken on political corruption and organized crime, gov-
ernments have increased transparency and expose themselves to
social accountability. There have been payroll audits to purge gov-
ernment payrolls of dead, absent, and non-working recipients.
Progress has been made in making teacher appointments based on
merit rather than political affiliation. Progress has been made on
police reform.

These are deeply entrenched and mutually reinforcing problems
and progress has not been universal, but there has undoubtedly
been progress. MCC is committed to continuing our work with
partner agencies to create the conditions for greater economic
growth by improving the climate for private investment, strength-
ening human capital, and improving public financial management
and social accountability to advance good governance and reduce
corruption.

Thank you very much for your time and attention and I look for-
ward to your questions.

[The statement follows:]

PREPARED STATEMENT OF JOHN WINGLE

Thank you, Chairman Graham, Ranking Member Leahy and members of the sub-
committee. I am delighted to be here today and I look forward to discussing MCC’s
work in Central America.

MCC helps relatively well-governed poor countries reduce poverty through eco-
nomic growth and the agency’s work, along with our sister agencies in the U.S. Gov-
ernment, advances American security, values and prosperity. When people have sta-
bility and opportunity, they are more likely to stay in their home communities and
afe better able to address health and security challenges that have international im-
plications.

MCC MODEL

MCC is an important tool in U.S. foreign policy. We work to catalyze economic
growth in the best-governed poor countries, and we support and coordinate with
other U.S. Government agencies to achieve our shared goals. MCC’s investments
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with partner countries drive economic growth and create opportunities to escape
poverty in three interrelated ways.

—First, by consistently applying stringent eligibility criteria to select our part-
ners, MCC is able to leverage and incentivize policy, regulatory and institu-
tional reforms. MCC uses third-party data to assess a country’s policy perform-
ance in three categories: ruling justly, investing in people, and encouraging eco-
nomic freedom. Without good policies in each of these areas, countries cannot
achieve sustainable economic growth and, as such, our assistance would not be
as effective. In addition to providing a roadmap to determine which partners are
more likely to provide better development outcomes, this selection process also
drives countries to reform policies to qualify for MCC’s assistance. Once a coun-
try is selected, MCC is often able to successfully push for major policy and sec-
toral reforms that complement and sustain project investments. Together, these
reforms and investments help draw in private sector investment and create op-
portunities for sustainable growth long after our 5-year partnership.

—Second, MCC uses an evidence-based, business-like approach to choosing invest-
ments that will yield the best return in terms of economic growth and poverty
reduction. After selection, MCC immediately begins working with partner gov-
ernments to identify the most binding constraints to economic growth. This is
a data-driven process to understand what is holding countries back and limiting
private investment and job creation. The choice of what sector to focus on,
therefore, is demand driven and based on the needs of each individual partner
country.

We 1nvest in projects that lead to economic growth and help people lift them-
selves out of poverty, like power, clean water, land rights and roads. We also
leverage these large investments to ensure partners undertake policy reforms
that promote the sustainability of our investments and benefit the most vulner-
able populations. After agreeing on the outlines of a project, MCC’s economists
carefully estimate the anticipated costs and benefits of the projects to ensure
that we design an efficient solution that generates a return on investment and
fosters self-sufficiency.

—PFinally, MCC’s focus is not only on building infrastructure or completing a spe-
cific project, but also on building expertise and know-how in our partner govern-
ments to transparently and effectively implement other projects after MCC’s in-
vestment comes to a close. Through MCC’s country-led approach, countries
learn effective project implementation, accountable fiscal stewardship, and
transparent procurement processes that outlast the program. MCC is guided by
the principle that we cannot solve the problems of our partner countries for
them; we provide diagnostic tools, incentives and support for our partners to
make the policy and institutional changes needed for them to address their own
problems. We are an important part of the solution, but our partners are ulti-
mately responsible to implement the projects funded by MCC, to follow through
on the policy reforms, and, perhaps most important, to transfer this knowledge
to manage their own resources with the same transparency and accountability
that MCC demands in the projects that we fund.

Maintaining the maximum level of country ownership over the process of im-
plementing MCC-funded projects, which encourages the level of responsibility
and knowledge sharing we expect, while at the same time ensuring the proper
oversight of U.S. taxpayer dollars is of utmost importance and always a delicate
balance. MCC requires that partner governments establish an entity to imple-
ment the projects, usually known as an “MCA.” Like MCC, the MCAs are gov-
ernment bodies, with governing boards that include public and private sector
representation and they are accountable for overseeing the day-to-day imple-
mentation of the projects. In Honduras, where MCC had a compact from 2005
to 2010, the government has been using the unit established during the compact
to implement over $1 billion in other development programs. While this country
ownership model is unique, MCC uses our experience and lessons-learned to
support the efforts of our interagency partners and the governments of the
Northern Triangle countries. Moreover, these entities have developed solid rep-
utations for transparency and capacity in their countries. They set an important
example of a government entity delivering effectively, transparently, and with-
out regard for political bent. Such examples are scarce and are valuable in set-
ting a higher bar for government performance.

PROGRESS IN CENTRAL AMERICA

MCC is working in the Northern Triangle countries of El Salvador, Honduras and
Guatemala to promote prosperity and strengthen governance in the region, sup-
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porting the objectives of the U.S. Strategy for Engagement in Central America as
well as the Northern Triangle governments’ Alliance for Prosperity.

Annual government expenditures by the Northern Triangle countries are more
than 10 times the amount of official development assistance they receive from inter-
national donors. The efficient and effective use of their own government funds,
therefore, is critical to provide the security, health, education, and infrastructure
needed to achieve sustainable economic development and reduce poverty. To pro-
mote effective, transparent use of government resources, MCC not only invests in
needed infrastructure and promotes policy and institutional reforms, but we also
seek to strengthen partner governments’ implementation capacity to deliver services
to their people. MCC is at the forefront of this critical but still often elusive effort.
Our approach involves assessments, training, oversight, and hands-on support for
human resource management, financial management, procurement, and auditing
which, along with the vital reforms, are leveraged through the large grant funds,
or the prospect of grant funds. Ultimately, by helping to strengthen policies and gov-
ernment institutions, we advance the sustainability of our investments and reduce
dependency on foreign aid.

MCC is already part of the solution in Central America with over $320 million
currently committed through our compact and threshold programs. MCC has in-
vested more than $1.1 billion in the region since 2005 seeking to foster the enabling
environment for faster economic growth by improving the climate for private sector
investment, strengthening human capital to create jobs and opportunities in the re-
gion, and reforming public financial management and increasing transparency and
accountability to promote good governance and reduce corruption.

After successful completion of its first 5 year compact with El Salvador, which in-
vested $461 million to strengthen the transportation, power and agricultural sec-
tors, El Salvador and MCC signed a new $277 million compact in September 2014
to improve the country’s regulatory environment, enhance the role of public-private
partnerships in delivering key services, improve the quality of education, and im-
prove a key highway and border crossing infrastructure to reduce transportation
costs.

MCC also has threshold programs with Guatemala and Honduras. Threshold pro-
grams are significantly smaller grants for countries that are close, but do not yet
meet our criteria for a compact. In 2013, we launched a $15.6 million threshold pro-
gram with Honduras to improve the country’s public financial management and the
efficiency and transparency of public-private partnerships. In April 2015, we signed
a $28 million threshold program with Guatemala to support reforms to the country’s
secondary education system that match skills to labor market demands, and to im-
prove tax and customs administration so that the government can generate greater
resources to invest in the Guatemalan people.

CONSTRAINTS TO GROWTH IN CENTRAL AMERICA

The political economy of Northern Triangle democracies has been characterized by
patronage based politics, weak rule of law resulting in gang and drug related crimi-
nal activity, low effective tax rates, and a lack of accountability. These factors have
led to governments with small budgets that are poorly executed due to corruption
and inefficiency, and as a result, they have been unable to adequately provide infra-
structure, health, education, and security services to their people.

A lack of critical services over the years has yielded low educational attainment,
high transportation costs, and entrenched crime that constrains private investment
and job creation and drives migration. These problems affect both the rich and poor
in Central America. The wealthy can pay for private schools, healthcare, and secu-
rity, but the majority of the people struggle to provide a decent life for their fami-
lies.

Over the last 10 years, we have seen many members of the political and economic
elite call for more transparent government, adequate tax revenue, better infrastruc-
ture and improved healthcare, education, and security services. We have also seen
citizens take to the streets and social media to hold their leaders accountable for
providing transparent, efficient and effective government.

In response to the desire to tackle these problems and with the support of the
U.S. and other development partners, there have been significant efforts recently to
improve governance:

—Courageous local prosecutors have taken on political corruption and organized
crime with the help of the International Commission Against Impunity in Gua-
temala, the Mission to Support the Fight Against Corruption and Impunity in
Honduras and El Salvador’s Anit-impunity Unit within the AG’s office.
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—Governments have increased transparency and exposed themselves to social ac-
countability.

—There have been payroll audits to purge government payrolls of dead, absent
and non-working recipients.

—Progress has been made in making teacher appointments based on merit.

—Honduras reduced its fiscal deficit from above 7 percent to below 2 percent.

—Progress has been made on police reform and neighborhood policing and com-
munity outreach has been re-established.

These are deeply entrenched and mutually reinforcing problems, and progress has
not been universal, but there has undoubtedly been progress.

MCC’S 2006 AND 2014 COMPACTS WITH EL SALVADOR

In 2012, MCC and El Salvador successfully completed a $461 million compact to
strengthen the transportation and agricultural sectors and improve the education
system in the country’s Northern Zone. The program brought people in the Northern
Zone training, education, rural electrification, community infrastructure and 125
miles of road. According to evaluations by independent consultants:

—146,000 rural residents received access to electrification.

—More than 600,000 people benefited from the construction of the Northern
Transnational Highway.

—Approximately 26,000 received access to potable water.

—Approximately 17,000 people were beneficiaries of the Productive Development
project, which transitioned producers to higher-profit activities, generated new
investment, expanded markets and sales, and created new jobs.

—Approximately 12,000 youths were trained in various technical trades.

—Approximately 5,000 people, including students and teachers, obtained scholar-
ships for study and training.

Households with access to potable water in the Northern Zone increased from 79
percent in 2007 to 86 percent in 2011. Electricity coverage increased from 78 percent
in 2007 to 90 percent in 2011.

After the success of the compact signed in 2006, and with continued strong policy
performance as reflected by the MCC policy indicators, MCC and the Government
of El Salvador signed a new compact on September 30, 2014 to invest up to $277
million on improving education, logistical infrastructure, regulatory environment
and institutional capacity, with the goal of promoting economic growth and private
investment in the country.

El Salvador has committed to increase the country’s productivity and competitive-
ness in international markets by partnering with the private sector to generate eco-
nomic growth and addressing institutional, human, and logistical constraints to
international trade in goods and services. The Government of El Salvador has com-
mitted to contribute $88.2 million to support MCC’s investment, double the 15 per-
cent host country contribution required by MCC, reflecting the government’s solid
commitment to the compact.

The current compact has three primary projects:

—The Human Capital Project focuses on preparing the people of El Salvador to
better meet the demands of a global economy by improving the quality of edu-
cation and better matching the supply of skills to the labor market. The project
is composed of two activities:

—The Education Quality Activity supports complementary interventions in com-
petency-based education, increased classroom time, teachers training, and im-
provements to the institutional environment that are conducive to learning.
It also includes investments in approximately 344 schools in the coastal zone
of El Salvador where dropout rates are the highest, with a focus on grades
7-12.

—The TVET System Reform Activity seeks to strengthen ties between the skills
demanded by the labor market and those supplied by private and public voca-
tional education and training providers. The intended result of the activity is
that, students in these TVET programs will graduate with skills that better
match the job market.

—The Investment Climate Project is composed of two activities:

—The Regulatory Improvement Activity is designed to prioritize and promote
business regulation reforms resulting in more efficient and profitable oper-
ations for firms doing business in El Salvador. MCC funding supports the de-
velopment of an institutional framework and system, which includes the es-
tablishment of an institution that will focus exclusively on regulatory im-
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provement, and the prioritization and implementation of a select set of key
reforms. The first reforms package, submitted in December of 2016, contained
36 recommendations in public administration, international trade, and devel-
opment of public private infrastructure. These reforms will result in more effi-
cient and profitable business operations for the private sector.

—The Partnership Development Activity seeks to improve the capacity of the
Government of El Salvador to partner with the private sector to provide key
public goods and services through the use of: (i) public-private partnerships
to enable the government to tap private capital to finance, develop, and man-
age key infrastructure needed to increase productivity, and (ii) the El Sal-
vador Investment Challenge to identify important private investment poten-
tial and efficiently allocate limited government resources to public goods and
services needed to support this investment.

—The Logistical Infrastructure Project will address two transportation bottle-
necks that have led to high transportation and logistics costs for regional trade.

—The Coastal Highway Expansion Activity will serve to relieve congestion at
the most trafficked segment of El Salvador’s key coastal corridor.

—The Border Crossing Infrastructure Activity will make significant infrastruc-
ture and systems improvements at a major border crossing with Honduras,
reducing wait times at the border and relieving freight and passenger traffic
congestion.

MCC’S THRESHOLD PROGRAM IN HONDURAS

Prior to MCC’s current partnership, MCC completed a compact with Honduras in
September 2010. The $205 million compact invested in a broad range of constraints
to economic growth in the agriculture sector, including assisting farmers with tech-
nical training, providing farmers with access to credit, and building farm-to-market
roads. The compact also invested in rehabilitating the primary national highway
that connects Honduras with international markets.

After completing the compact in 2010, Honduras experienced political instability.
Because of this, MCC’s Board of Directors did not select the country for a second
compact. Honduras was, however, selected as eligible for threshold program assist-
ance to catalyze needed reforms.The Honduran Government is subsequently work-
ing on substantial reforms to fiscal transparency in order to improve accountability
and limit opportunities for corruption, in hopes of qualifying for a compact once
again.

MCC’s $15.6 million Honduras Threshold Program is designed to improve public
financial management and create more effective and transparent public-private
partnerships. The program is helping the Government of Honduras save money in
procurement, improve delivery of public services, and reduce opportunities for cor-
ruption—ultimately improving the efficiency and effectiveness of how the Govern-
ment of Honduras uses its own resources. Honduras passed 10 of 20 scorecard indi-
cators in fiscal year 2017.

The Honduras Threshold Program includes two primary projects:

—The Public Financial Management Project is working to make the management
of government finances more efficient and transparent. The project has four ac-
tivities:

—The Budget and Treasury Management Activity is strengthening budget for-
mulation and execution in the government’s executive and legislative
branches. Through the U.S. Department of Treasury’s Office of Technical As-
sistance (OTA), MCC and Honduras are working to strengthen the Ministry
of Finance’s budgeting capabilities and increase legislative oversight of the
budget process. In addition, MCC is supporting an audit of government pay-
ment arrears and promoting institutional reforms so that vendors are paid
consistently and on time, resulting in increased competition and reduced op-
portunities for corruption.

—The Procurement Activity is increasing the transparency, accountability and
quality of public procurement. MCC funding is supporting: an e-catalogue
that allows bulk purchases, saving time and money; the creation of a procure-
ment evaluation unit to assess the quality of procurement throughout the
government; and a procurement training and certification program that in-
cludes a legal change to phase-in a requirement for a procurement certified
government official to manage procurement processes.

—The Supreme Audit Authority Activity is strengthening the ability of this gov-
ernance institution to conduct performance audits.
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—The Grant Facility for Social Accountability Activity is designed to increase
demand for greater accountability and responsiveness from Honduran public
officials and service providers, with the ultimate objective of improving na-
tional and municipal government efficiency and effectiveness. The largest
grant is $1.2 million to the local chapter of Transparency International (the
Association for a More Just Society) to implement their agreement with the
Honduran Government to review the performance in procurement and human
resource management in the Ministries of Health, Education, Infrastructure,
and Security as well as the tax authority.

—The Public-Private Partnerships (PPP) Project aims to improve the efficiency
and transparency of PPPs in Honduras by supporting activities designed to in-
crease the government’s capacity to develop, negotiate, implement and oversee
PPPs. The activities under this project include:

—The Core PPP Capacity Activity is designed to improve the capacity of, and
procedures utilized by, Honduran Government agencies with key PPP respon-
sibilities to develop and implement PPPs in accordance with best practices,
including by supporting the Ministry of Finance in properly identifying and
managing fiscal risks in its PPP portfolio; and

—The Design and Implementation of PPPs Activity provides specialized tech-
nical assistance to improve the development and implementation of PPPs.

MCC’S THRESHOLD PROGRAM IN GUATEMALA

MCC and the Government of Guatemala are currently partnering to implement
a $28 million threshold program to increase revenues and reduce opportunities for
corruption in tax and customs administration, attract more private funding for in-
frasﬁ"ucture, and provide Guatemalan youth with the skills they need in the job
market.

Guatemala did not pass MCC’s fiscal year 2017 scorecard although they did im-
prove and now pass 9 out of 20 indicators—one more than fiscal year 2016. While
Guatemala does pass the democratic rights scorecard indicators—a prerequisite for
passing the scorecard overall—it fails the control of corruption indicator at the 22nd
percentile. MCC recognizes that work remains to improve Guatemala’s scorecard
performance and its control of corruption score, but believes progress can be made
through our partnership to benefit the Guatemalan people.

The Guatemala Threshold Program includes two primary components:
—Education Project:

—This $19.3 million project supports the Government of Guatemala in improv-
ing the quality and relevance of secondary education to prepare its youth to
succeed in the labor market. The threshold program is supporting efforts by
the Ministry of Education to develop programs that improve teacher skills,
the quality of teaching, and the effectiveness of technical and vocational edu-
cation and training.

—The project promotes high-quality teaching in lower-secondary schools by sup-
porting the Ministry of Education to develop, implement, and refine a contin-
uous professional development system for teachers, as well as establish school
networks to improve learning and accountability. The project also helps the
Ministry of Education in its efforts to offer technical and vocational education
to students and design and implement new curricula that better meets labor
market demand.

—Resource Mobilization Project:

—This $5.8 million project increases the availability of revenues by improving
the efficiency of tax and customs administration. It also supports the efforts
of the Government of Guatemala to design and implement public-private part-
nerships to attract private funding for important infrastructure projects and
free up public resources for citizens.

—MCC and the Government of Guatemala together are undertaking reforms to
improve tax and customs revenue by reducing the rate of rejected audit cases;
using risk management to facilitate clearance of low-risk cargo and compliant
traders at ports of entry, focusing on high-risk cargo and traders; imple-
menting a post-clearance audit program for customs; and improving control
of the physical movement of people and cargo.

CONCLUSION

While the challenge in Central America is great, there has undoubtedly been
progress in El Salvador, Guatemala, and Honduras and opportunities are at hand
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to continue that progress. MCC is committed to continuing our work with partner
agencies to create the conditions for greater economic growth by improving the cli-
mate for private investment, strengthening human capital to create jobs and oppor-
tunities in the region, and improving public financial management and social ac-
countability to advance good governance and reduce corruption.

Thank you very much for your time and attention.

U.S. STRATEGY FOR ENGAGEMENT IN CENTRAL AMERICA

Senator GRAHAM. I thank you all.

Mr. Negroponte, you have been involved in this region, as you
said, for a very long time. You have some personal attachment to
Honduras, but the region in general. Do you think we are on the
right track with the U.S. Strategy for Engagement in Central
America?

Mr. NEGROPONTE. Yes, sir, I do. And I do think it is important
that we have good metrics. I do think it is important that we sup-
port these accountability initiatives and keep a close watch over
how this assistance is disposed of, but yes, I think we are pushing
on a more open door than we were before. I think the political con-
vergence at the moment is quite good in terms of the governments
of those countries wanting to work with us, which has not always
been the case.

So I think—and I think the amount of money they are willing to
put up in support of these programs I think is an indication of that.
So, yes, in brief, I do think we are on the right track, sir.

METRICS

Senator GRAHAM. So Plan Colombia metrics may be something
we want to look at in terms of how we go forward here?

Mr. NEGROPONTE. Well, I am not sure I know enough about the
Plan Colombia metrics, but, yes, metrics, we need to know how the
money is being spent and we need to satisfy ourselves that it is ba-
sically doing some good.

HUMAN RIGHTS AND THE RULE OF LAW

Senator GRAHAM. Ms. Beltran, I think you said 19 out of 20 mur-
ders go unsolyved.

Ms. BELTRAN. Regionally, that is correct. Among the three coun-
tries, I would estimate that about 95 percent of murders, homicides
alone, are not adequately resolved.

Senator GRAHAM. Is there just an outcry from the people for bet-
ter justice?

Ms. BELTRAN. Yes. And that is, you know, one of the reasons why
you see outflows of migration. It is not just the high levels of vio-
lence, but the fact that people have nowhere to turn for protection.
In many of these marginalized communities, they are often victims
of police abuse or they do not have, you know, adequate access to
justice.

Senator GRAHAM. Do you think that the political leaders of these
co‘?untries, particularly on the rule of law front, are beginning to get
it?

Ms. BELTRAN. I think there are many factors. I think when you
talk about the rule of law there has clearly been progress on the
issue of combating corruption, of strengthening the investigative
capacity of the Public Prosecutor’s Office, particularly I would say
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in the case of Guatemala. However, they have faced many issues.
One of them is the issue of resources.

In the case of Guatemala, for instance, 90 percent of the country,
of the municipalities, do not have the presence of public prosecu-
tors. And this, you know, it has created a huge backlog of cases,
but also access to justice for many victims of crime. That also ham-
pers the ability to actually invest in these institutions.

Senator GRAHAM. Can you give me an example of a good news
story, if there is one?

Ms. BELTRAN. Yes. There is a good news. I would take the case
of Guatemala. You know, back in 2007, the Guatemalan Govern-
ment requested the creation of an entity called the International
Commission Against Impunity in Guatemala, or CICIG. This is an
innovative model. It is an international independent entity that is
able to carry out investigations, but has to work hand-in-hand with
the local public prosecutor’s office to be able to bring cases of cor-
ruption and organized crime embedded in the institutions to trial.

This has been an initiative that has been supported by the U.S.
Congress, and if you look since then, there has been tremendous
progress, not only in the cases of high level corruption that have
been unearthed and have been prosecuted. In 2015, the then presi-
dent and vice president were indicted on issues of corruption. But
what they have been able to do within the Public Prosecutor’s Of-
fice and equipping it with the tools that they need to go after high
level organized crime and corruption.

Senator GRAHAM. Well, would you consider this to be one of the
metrics we look at improvement in this area?

Ms. BELTRAN. Yes, definitely.

ENERGY ISSUES

Senator GRAHAM. Mr. Farnsworth, from the economic develop-
ment point of view, energy costs in this area are pretty high, is
that correct?

Mr. FARNSWORTH. Yes, sir, that is correct.

Senator GRAHAM. Is there a gas pipeline we are looking at build-
ing that may help these folks?

Mr. FARNSWORTH. Well, there has been a lot of work done with
the Inter-American Development Bank and with the U.S. Govern-
ment that has been looking at ways to lower power generation
costs, electricity primarily. In terms of specific issues along those
lines, we would have to take a look in terms of what U.S. Govern-
ment support may have been for pipelines and what have you. But
the general point, I think, is critically important.

High energy costs across the region in Central America are a
limiting factor in terms of people’s willingness to invest, particu-
larly in sectors like manufacturing or mining or what have you
that require a lot of the use of electricity. So anything that raises
the cost of production—and that is just one factor—but it is an im-
portant factor, is going to make the economic attractiveness of
those particular countries less impactful. So, yes, that is something
that really needs to be taken a look at.

Senator GRAHAM. Mr. Wingle, is it Wingle?

Mr. WINGLE. Yes, Senator.
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MILLENIUM CHALLENGE CORPORATION SUCCESSES

Senator GRAHAM. The MCC is kind of a novel approach of where
you basically do a contract with a country. You focus on one or two
areas. From your point of view, has this been a good investment
for the MCC in these three countries?

Mr. WINGLE. Yes. I think we have had several good investments
in these three countries with MCC and I think part of that has
been the commitment of these countries, but part of it is also the
model in which we require a detailed diagnostic study jointly with
the partners.

Senator GRAHAM. Are you doing anything in the energy area?

Mr. WINGLE. We are not currently working in energy in these
particular countries.

Senator GRAHAM. Is that something you could put on the table?

Mr. WINGLE. With a small exception. The small exception to that
is we are supporting their Supreme Audit Institution to do more
performance auditing. One of the pilot audits was in the energy
parastatal and a particular problem they have is high non-tech-
nical losses like 30 percent of power does not actually get paid for.
That, of course, piles on an increasing—so increasing that environ-
ment of accountability is one way.

But to answer your subsequent question about whether we could
become more involved, if the countries were able to pass the control
of corruption indicator in the case of Honduras and Guatemala, we
would look at the constraints to growth. As Eric pointed out, this
would be one potential avenue. And if that were to occur, then we
could assist in that.

Senator GRAHAM. Thank you. Senator Leahy.

Senator LEAHY. Thank you. You said two or three of the pro-
grams have been successful. Which ones?

Mr. WINGLE. I would say each of our programs had success in
each of the three countries. In all fairness, I would say not every
activity is always successful. And one of the things MCC tries to
do is to have independent evaluations to look at where we are suc-
cessful and where we are not.

Senator LEAHY. What would you deem as the three most success-
ful?

Mr. WINGLE. I would say the three most successful things, and
I might be a bit biased towards the two countries that I am respon-
sible for, so I apologize for that in advance. Within Honduras, I
would say in the first compact I would only point at the kilometers
of roads constructor to the farmers trained.

I would point the highest success was the program management
unit that we established and trained and built up that has now
managed over a billion dollars in total development assistance from
other donors and from the Government of Guatemala. That gives
them an alternative that provides them a transparent effective
mechanism. Not only for donor projects, but now they are also look-
ing at this institution to support other parts of government.

Senator LEAHY. What are some of the projects that worked out
well?
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Mr. WINGLE. I think the projects that worked out well were, first
of all, the highway I think is very important for linking the coun-
try——

Senator LEAHY. How many miles?

Mr. WINGLE. This is 110 kilometers of the main highway. Then
there was a total of 500 kilometers of other farm to market roads.

COMBATING CORRUPTION

Senator LEAHY. Thank you. For fiscal year 2017, we appropriated
$655 million for the Northern Triangle countries. Fifty percent of
the funds as conditioned on efforts like reducing corruption and im-
punity, building a professional police force, protecting freedom of
expression. Now if a government is not fully committed to fighting
corruption and impunity, how do we respond?

Mr. WINGLE. Okay. So while MCC is not directly in the U.S. en-
gagement for Central America, I agree with all of the conditions
that have been put in there, and particularly in control of corrup-
tion. So what our

Senator LEAHY. If they do not do it, let me ask Ambassador
Negroponte, what should we do?

Mr. NEGROPONTE. Well, of course, I am no longer running these
kinds of programs, chairman. I am no longer directly involved in
the operational side of these things, but I would point out that the
members of our Atlantic Council Task Force, the Guatemalan
member who is a former Vice President of Guatemala, the Salva-
doran member who is a former foreign minister, and so forth, and
the Honduran member all spoke emphatically about the impor-
tance and the utility of conditionality in the execution of these pro-
grams.

So they, themselves, even though as you know sometimes the
conditionality can create resentments in recipient countries, they
themselves felt——

Senator LEAHY. I have been told.

Mr. NEGROPONTE. I imagine. They, themselves, have expressed
strong support for that concept in the context of these programs.

Senator LEAHY. But do we cut the aid if they do not come
through?

Mr. NEGROPONTE. Well, you know, I hate to—I hate for it to get
to that point because we do not want to lose the interaction and
the engagement that these programs imply, so if I were involved
in implementation I would just try to make as sure as I could that
they are working.

SUPPORT FOR ATTORNEYS GENERAL

Senator LEAHY. Ms. Beltran, you said in your testimony that in
each of the countries involved there are competent, courageous At-
torneys General. That makes us all very happy, but they face
threats and intimidation sometimes from within their own govern-
ment. We have seen the same with the Commissions Against Impu-
nity in Guatemala and Honduras, and the UN High Commissioner
for Human Rights. Is there anything we can do about that?

Ms. BELTRAN. Thank you, Senator, for your question. Yes, you
know, we see the courageous efforts of the Attorney Generals, other
prosecutors, members of the courts, but yes, both the Commission
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and the attorney generals have had serious setbacks. In Guatemala
right now, there is a massive campaign to discredit the work of the
attorney general and the International Commission Against Impu-
nity, or CICIG.

I think very direct statements of support from the U.S. Congress
to these efforts must continue. I think direct messages that the
Government of Guatemala needs to fully cooperate with the Com-
mission, with the attorney generals, is vital to the success of their
efforts.

Senator LEAHY. I remember going to one country in Central
America and the President telling me proudly that he was not put
there by the bullet or the ballot, but directly by the hand of God.
That was the first time I had met somebody so designated. I have
n}(l)t seen him since he went to prison, but I was just thinking of
that.

Senator LANKFORD. He was also put there by the hand of God.

RESOLUTION OF COMMERCIAL DISPUTES

Senator LEAHY. We said in the omnibus that a portion of the aid
to the Central American governments be withheld pending the Sec-
retary of State’s certification that they are taking effective steps in
resolving commercial disputes. There is one with the Government
of Honduras and CEMAR. That is a company owned by a U.S. cit-
izen that has been languishing for a decade or so. Is this ever going
to be resolved if we do not apply some pressure, either by with-
holding money or otherwise? I will ask that of each of you.

Mr. NEGROPONTE. It gets their attention, Senator.

Senator LEAHY. Well, it is one thing to get their attention. We
can give a speech, it will get their attention. I want to get some
results. The case has been sitting there for a decade. How do we
get it resolved? Anybody want to respond?

Mr. FARNSWORTH. Mr. Senator, if I could use an example from
a country that is not in Central America, but it is in South Amer-
ica, Peru. Before the U.S. confirmed a Free Trade Agreement with
Peru there were a number of outstanding investment disputes that
had languished in that particular country for a long time. And it
was made clear—in fact, I testified before Congress a couple of
times in that—under those circumstances that the leverage of a
trade agreement was a real action forcing event in the context of
Peru.

Senator LEAHY. Are you saying we should hold back our aid?

Mr. FARNSWORTH. I am saying that leverage matters and money
matters and people—like Ambassador Negroponte said, it does get
their attention and once you have their attention the political will
tends to follow.

Senator LEAHY. Thank you. Thank you, Mr. Chairman.

Senator GRAHAM. Senator Lankford.

Senator LANKFORD. Thank you.

CLARIFYING U.S. FOREIGN POLICY TOWARD CENTRAL AMERICA

Mr. Chairman, thank you again for holding this hearing.

Can anyone tell me America’s long-term foreign policy objective
that is achieved or even short-term foreign policy objective that is
achieved by investing more in the Northern Triangle? When we ex-
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plain to the American taxpayer, “We should invest in Central
America,” we should say, “We should invest in these three coun-
tries because this is the outcome for Americans.” What would you
say that is? And anyone can jump in there.

Mr. NEGROPONTE. Well, I think

Senator LANKFORD. Ambassador.

Mr. NEGROPONTE. I think, and actually, some of this reason per-
tains to our internal debate 30—almost 30 years ago when we
talked about NAFTA and what interest we had in negotiating an
economic integration arrangement with Mexico, that it would help
improve local economic conditions so that the incentives to migrate
in an undocumented and an illicit fashion would be diminished. I
think it could also help some of the other measures in the area of
rule of law and so forth in reducing transnational crime.

Senator LANKFORD. Okay.

Mr. NEGROPONTE. I think it is a question of the geographic prox-
imity of Central America gives us an immediate interest in what
is happening in those countries.

Senator LANKFORD. Okay. Anyone want to take a stab at that?

Ms. BELTRAN. I would say, you know, particularly after 2014
there was tremendous attention, you know, here in Washington
and in the country with regards to the unaccompanied minors hu-
manitarian crisis. I think the best way for the United States to
support the region is to focus on figuring out how do we address
the conditions that led many people to flee their homes and their
communities in the first place.

Senator LANKFORD. So both of you say illegal immigration, we
benefit what is happening here, by engaging there. That helps us
with immigration issues. It helps us with economic activity—I have
heard that several times—and narcotics or human trafficking,
those three things in specific. Anyone else add to something on
that?

Mr. FARNSWORTH. If I can briefly add, I think it supports our val-
ues as Americans as well. And the United States has had a long
history in Central America. And the idea of us coming alongside of
Central Americans themselves to try to improve their own condi-
tions, their own democracy, their own markets I think is an impor-
tant use of the United States political will.

Senator LANKFORD. Right. So then the challenge is how do we ac-
tually keep the projects narrow enough that we are focused in on
things and things that have enough metrics that we can achieve
them. I spoke to General Kelly this week. He was very involved in
the origination of the Alliance for Prosperity at the earliest stages
when he was at SOUTHCOM and with what happened with State
Department at that point. Obviously, he is at DHS at this point.

Mr. Farnsworth, I believe you had mentioned the conference that
is happening in about 3 weeks in Miami with all these nations to-
gether with Mexico and with us, how to be able to communicate,
what can we do on that. Those are all very important things, but
what was interesting is speaking to General Kelly, the concern at
the very beginning for this focus in Central America was trying to
make sure there are achievable things that Americans do well. And
he gave a quick for instance.
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We know on immunizations, for instance, if we engage on immu-
nizations in certain regions of the world, we know we watch dis-
ease drop. We do that well. We do distribution well. We can engage
and we can achieve that. The focus on this seems to be so broad
so quickly. There is so many areas of need. It does not look like
we are engaged. It looks like—I am sorry. It looks like we are en-
gaging in everything rather than in narrow things to be able to
achieve things that we know: (1) we do well; and (2) that we can
measure and track and know that they are staying on focus.

And I do not want this conversation to be about this topic, but
I just bring this up as an example. Of the $750 million that we did
last year, %57 million of that was on climate change work in Cen-
tral America. Now, again, there are many people that see a high
value in investing in that, but when we are talking about the des-
perate need in Central America at that point, 10,000 homes—find-
ing ways to have alternative energy in 10,000 homes in Central
America may not rise to the highest level of what we have got to
do first to help stabilize a community and help engage.

Now, I am not again arguing it is not something that is impor-
tant, but I am asking is it first priority. Last year it was. It was
$57 million of the $750 million that was done. I want to ask the
question how do we get us on focus so that 2 years from now we
look back on it and go, “These are the things we achieved?” So my
general question is, and I would love to be able to do a second
round if that is possible. My general question is what are the
things that Americans do well that we should partner well with
them that has specific metrics that we can look back on in the
years ahead and go, “We invested this dollar here. We partnered
in this way, and here is how we achieved it.” Any quick ideas on
that?

Mr. WINGLE. Yes, Senator. I agree completely with your empha-
sis on a narrow focus. We cannot try to do everything. I also agree
on the importance of stronger metrics and a results-based frame-
work. I would push just a touch on the part of what America does
well in the implication that, you know, for instance, in vaccines and
vaccine delivery, I think we want to go a little bit beyond just——

Senator LANKFORD. I agree.

Mr. WINGLE [continuing]. Delivering vaccines and I think we
want to go beyond. What we need to do is make sure that these
countries are capable of doing that for themselves, which is a big-
ger challenge, frankly.

Senator LANKFORD. Right. And I agree completely. I am just say-
ing that is one that is a very clear metric to be able to look:

Mr. WINGLE. Yes.

Senator LANKFORD [continuing]. And go, “We did this. This is
what happened in disease in that particular.” Now, it is not even
a Central America issue.

Mr. WINGLE. Right.

Senator LANKFORD. That is typically an Africa issue for that.

Mr. WINGLE. Okay. And so I think, you know, using the con-
straints analysis that we have done at MCC and the analysis that
the Atlantic Council has done, there is a lot of diagnostic out there
and I think there is a fairly narrow list of problems in terms of se-
curity, essentially prosperity that is underlined by education, and
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particularly secondary education leads into both problems in secu-
rity and prosperity.

Senator LANKFORD. Right.

Mr. WINGLE. I think that is an important area to focus on. And
then the underlying governance, which is not just controlling cor-
ruption. It is also building the capacity in these aligned ministries
to better deliver these services for these countries. And that is an
area where we, as the U.S. Government, I think need to be a little
bit more forward leaning.

SECURITY ISSUES

Senator LANKFORD. So what does that look like when you talk
about security? I just want to press on that one issue.

Mr. WINGLE. Okay.

Senator LANKFORD. What can we do to actually help security
that we can measure and track and we know we are investing in?

Mr. WINGLE. Okay. So in security, which is an area outside of
MCC, in which USAID and State Department through INL are
more engaged. They are engaged on things such as community po-
licing. They are working with the prosecutors to improve their abil-
ity to both investigate and prosecute cases. But that is an area that
I would turn more towards other members of the panel that are
more familiar with security because MCC, due to our mandate, is
focused

Senator LANKFORD. Right.

Mr. WINGLE [continuing]. More on the prosperity aspects and the
things that underlie that as well as governance.

Senator LANKFORD. Okay.

Mr. NEGROPONTE. So in our report we talk about prison reform,
targeting high risk neighborhoods for increased social and edu-
cational programs. We have several specific things—improving po-
lice accountability. I think security and rule of law, if I was going
to say what are the real priorities for this program, our program,
this national program towards Central America. I think that is
where it ought to be.

Senator LANKFORD. Mr. Chairman, I know—if there is going to
be a second round, can

Senator GRAHAM. Yes. We will go.

Senator LANKFORD. I can hold this back and——

Senator GRAHAM. Sure.

Senator LANKFORD [continuing]. We can move on and get a
chance and I will come back to that.

Senator GRAHAM. Just hold that thought and then we will take
it up.

Senator Shaheen.

Senator SHAHEEN. Thank you, Mr. Chairman, and thank you all
for being here. And I guess I would follow up a little bit on your
comment, Senator Lankford, because when I was here and voted
for the investments in the Northern Triangle in 2014, it was in re-
sponse to the unaccompanied minors crisis because there was a
convincing argument that people were fleeing the Northern Tri-
angle because of conditions at home. And that if circumstances
were different, if there were rule of law, if there were jobs avail-
able, if people felt comfortable keeping their kids at home, they
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would not be trying to send them to the United States where they
could have a better future. So I think this is a good investment
that is good for us as well.

IMPACT OF PROPOSED CUTS ON U.S. ASSISTANCE AND PROGRAMS IN
CENTRAL AMERICA

And T guess that is my question for the panelists, my first ques-
tion anyway. And that is as we look at the proposed budget that
we received today from the White House. And I think we are still
going through that. I am sure others are. But it would certainly
propose—it proposes dramatic cuts to the State Department, to
USAID, to economic development efforts that we have made around
the world. And what impact do you think these kinds of cuts would
have on those underlying conditions that drive regional migration
northward in the United States, that the very efforts that you all
are talking about on this panel to try and address the conditions
in the Northern Triangle? Anyone.

Ms. BELTRAN. Thank you for the question, Senator, and I want
to also address the previous question. I think the cuts would have
a tremendous impact in these countries. You clearly see many win-
dows of opportunity in all three. And I would, you know, rather
than try to support efforts to move reforms forward, I think it
would have serious setbacks.

In the case of Guatemala, as I mentioned, there is a tremendous
effort being driven by the Attorney General’s office, the CICIG, and
others to really improve justice and security conditions. I think
they are at a key moment. They are facing many setbacks, many
death threats, and it would be tremendously detrimental for the
U.S. to not continue that support.

I think, you know, metrics are key, strong metrics. And that is
the reason why WOLA and our partners developed this monitor
which establishes very clear indicators of progress. I think the in-
vestment on security and rule of law is key. The U.S. has sup-
ported many efforts in Guatemala with the CICIG, but also the
work that has been done in the public prosecutor’s office where you
can see real success. Also, with the work that has been done with
the Ministry of Security where you have seen, in the case of Guate-
mala, a steady decline in homicides. And much of that work has
been supported by the United States.

Senator SHAHEEN. Thank you. Yes, Mr. Farnsworth.

Mr. FARNSWORTH. If I could add briefly, and I agree with what
Adriana said. One of the things that I think was really important
in the context of Colombia—and I understand Central America and
Colombia, totally different, I understand all that—but one of the
things that really seemed to help was the Colombians under-
standing that the United States was there for the long term, that
they could rely on us, that when we launched projects with the Co-
lombians, that they could depend on us to deliver the training, the
equipment, the intelligence, et cetera, and that freed them to con-
centrate on what they could do best.

And one of the things that significant budget cuts could poten-
tially do in Central America is question the commitment of the
United States that will then undermine in some ways some of the
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reformers in Central America who are trying to make those steps
on their own. So I think that is point number one.

I think point number two is the idea that more broadly—and I
know it is not the focus of this hearing—but people outside of the
United States look at things like U.S. foreign assistance budgets in
terms of global commitment and these sorts of things. There is a
huge symbolic issue here that I think we need to be aware of as
we go forward.

Senator SHAHEEN. Thank you very much.

COMBATING ILLICIT NARCOTICS

In the United States and in my State of New Hampshire, in par-
ticular, we have a raging heroin and opioid epidemic. And one of
the things we watch very closely is the amount of illegal drugs that
come across our southern border and come up to Northern New
England, go to other states in the country. How much is happening
in the Northern Triangle governments in terms of trying to address
this kind of drug trafficking and is there more that we should be
doing to support them? If you are not—I am going to have to call
on somebody. Mr. Farnsworth, you want to?

Mr. FARNSWORTH. There could be more that is done, no question
about it. And it is not just transiting, but also now production in
Central America. But I think one of the things we have to recog-
nize is that Central America is a victim of geography.

Senator SHAHEEN. Right.

Mr. FARNSWORTH. And that is not their fault. And the drug trade
has also undermined some of the institutions that are required to
actually address these very issues. And one of the things that is
not a country in Central America that would help a great deal is
if democracy returned to Venezuela because much of what we see
in terms of the unclassified tracks of drug transit go from the An-
dean region through Venezuela and then to Central America or
Hispaniola.

That is a real factor because those drug flights or ships tend to
then land in parts of Central America where there is no real gov-
ernment presence—for example, the north coast of Honduras. And
because of that then the trade flourishes throughout the region.

Yes, these countries in the Northern Triangle could do more, but
I think that is a real area where the United States can be helpful.
It is also an area that is fraught with complications—human rights
issues, the need to vet police forces, police training, not just police
themselves, but also the whole rule of law system so that there are
prosecutors in place, so that there are courts that are able to actu-
ally render justice, so that impunity goes down from 98 percent or
whatever it is to much lower than that.

This is a huge problem. I think additional attention would be ap-
propriate.

GENDER ISSUES

Senator SHAHEEN. Thank you. Ms. Beltran, I am going to ask
you this question, though I think it is a question for each of you.
And as I am sure you are aware, the Northern Triangle is some
of the most dangerous places, one of the most dangerous places in
the world for women. Women are more likely to be victims of do-
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mestic violence there, to be murdered. It has a very high murder
rate for women. Many other challenges that women, even more
than men, in these countries face. And I wonder if you could talk
about why it is in our interests to invest in women in these coun-
tries and to empower women.

Ms. BELTRAN. I think—thank you, Senator, for the question.
There has been—you know, violence against women is a huge prob-
lem in these countries. The three of them have extremely high
rates of femicides. And in some areas they do not have access to
justice. Many of the unaccompanied minors were in fact women
that suffered great violence through the trek.

I think greater efforts are needed to address the issue of violence.
From access to justice to how the government has responded, often-
times they are victimized by their own governments. There have
been some efforts in the case of Guatemala to try to improve that
access. It also deals with education and providing greater oppor-
tunity.

There have been some efforts by civil society and organizations
to try to empower women and get them to be more active partici-
pants in their communities.

Senator SHAHEEN. And do you think it is important for us to
have an office in the State Department that is focused on women
so that we can make sure that that is a priority?

Ms. BELTRAN. Yes. And I would hope that, you know, there is a
continued focus on the issue of violence against women because of
the rates of violence.

Senator SHAHEEN. Thank you. Thank you, Mr. Chairman.

Senator GRAHAM. Thank you.

SeI})ator LANKFORD. Mr. Chairman, could I make a quick com-
ment?

Senator GRAHAM. Sure.

COMBATING ILLICIT NARCOTICS

Senator LANKFORD. Just a quick comment, Senator Shaheen as
well. I went through last year’s dollars for this money and what
was targeted towards the narcotics trafficking itself. And I do agree
with Mr. Farnsworth. Central America is a victim of geography in
that there was a tiny fraction that was committed to interdiction
in that area. And I think that is an area that we could make a sig-
nificant difference and it is not a large amount of money. And a
relatively small amount of money could make an enormous dif-
ference on government corruption and impunity in those countries
and then make a huge difference in our communities that are fac-
ing an epidemic in those areas.

Senator SHAHEEN. And, Mr. Chairman, if I could follow up. We
certainly have heard from General Kelly when he was head of
SOUTHCOM that that was an area where a little bit of money
would have helped tremendously to deal with interdiction efforts.

Senator GRAHAM. Senator Daines.

Senator DAINES. Thank you, Mr. Chairman. And I want to thank
you all for coming forward to this committee. Illicit drugs ranging
from meth to heroin as well as other opioids are having a signifi-
cant impact in places like Montana as well as across the country.
We hear, I know, a lot from Senator Shaheen and what is going
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on in the northeast, from Senator Portman in Ohio, and of course
this scourge continues to move west.

For example, over 90 percent of the drug offenses in Montana are
meth related. And drug testing for heroin related criminal offenses
by 475 percent from 2013 to 2016. This is an issue I am engaged
as we speak with our Attorney General, Tim Fox, in Montana as
we are not able to keep up right now with what is going on with
this drug epidemic.

It is having a dramatic impact in our communities. It is impera-
tive we work to address both the supply and the demand side of
illicit drugs, whether it is in the U.S., the Northern Triangle, or
elsewhere.

Mr. Negroponte, earlier this month Secretary of Homeland Secu-
rity John Kelly stated that U.S. demand for illicit drugs including
meth is a key contributor to violence in Central America. And I can
tell you, I think I speak for many of the U.S. Senators, that we are
so grateful that we have Secretary Kelly in that position bringing
in experience from SOUTHCOM to this job.

DECREASE U.S. DEMAND FOR ILLICIT DRUGS

What suggestions might you have to decrease U.S. demand for
such drugs in a way that might also help decrease violence in that
region?

Mr. NEGROPONTE. Well, I am really not the expert on demand re-
duction, Senator, although perhaps—and I have not looked at the
resources that we dedicate domestically to that. That used to be a
debate in the days when I worked more actively on this subject as
to what is the division of resources between interdiction and en-
forcement on the one hand and demand reduction on the other. So
it seems to me a hard look at that might be in order.

The other point I would make on the question of violence and
dealing with this problem in Central America and as it comes up
through Mexico, and we have not mentioned it yet in this hearing
is that there is an opportunity, I think, for greater cooperation be-
tween ourselves, Central America, and Mexico on these issues. I
think we need to promote more active role on the part of Mexico
in helping confront these problems. They have worked with us very
hard dealing with the norther border and I think there have been
some improvements over the last, say, generation, if you will.

Well, we are going to have this meeting that Secretary Kelly and
others have organized now in Miami in the middle of next month,
it seems to me that is one of the issues that ought to be on the
table. How do we get Mexico more involved in helping us on these
questions? And I think they can.

INTEGRATION OF CRIMINAL DEPORTED FROM THE UNITED STATES

Senator DAINES. You know, to follow up on this thought about co-
operation and violence, in your testimony you highlighted this vi-
cious cycle where deported criminals exacerbate instability and vio-
lence in the communities that they return to. What programs are
Northern Triangle countries implementing to help better integrate,
reintegrate, these deportees back into society?

Mr. NEGROPONTE. Well, I think some of the programs of this as-
sistance program are devoted to try to help integrate these people
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better. Possibly other panelists have a better insight into that than
I do, but I thought that was one of the intents of the program.

And the other point I would make in that regard is there have
been complaints, and I have heard them directly from our Central
American friends, that sometimes we deport people, but we do not
give them enough of a heads up or enough information on the back-
grounds of the people that we are sending back. And so they are
not necessarily fully equipped or adequately equipped to deal with
these people when they are trying to reintegrate them into their
own societies. And I think that over time is something that can be
adequately worked on.

Senator DAINES. That, just on the surface, looks like a very solv-
able problem.

Mr. NEGROPONTE. Yes, I think so.

CONDITIONS ON U.S. ASSISTANCE AS LEVERAGE

Senator DAINES. Yes. Mr. Wingle, to what extent have conditions
on U.S. assistance to the governments, El Salvador, Guatemala,
Honduras, whether it be through Millennium Challenge Corpora-
tion or otherwise, help spur policy changes within those countries?

Mr. WINGLE. Thank you, Senator. I agree completely with I think
what the premise of the question is is the importance of condition-
ality both before we provide the assistance and while we are pro-
viding the assistance in a whole range of areas, both for the specific
projects and for broader governance.

So starting with the control of corruption indicator that we have
that sets up a requirement for countries to improve governance be-
fore we even engage in them, and then within specific programs
that we have there are programs or there are conditionality that
have to do with everything from within if we are building a road
we want to see increased road maintenance funding. We want to
see better governance and better uses of that funding.

If we are working in governance programs in public financial
management such as we are in Honduras, we are focused on them
taking on greater responsibility for doing performance auditing by
the Supreme Audit Institution, having open access to Transparency
International and we are supporting Transparency International to
do auditing and procurement in human resources across major
ministries. And then within Guatemala, we are looking at how do
we not only support education, but make sure that the government
systems for hiring and recruiting teachers are better done. Within
customs, there is conditions within making sure that they are both
doing risk-based selection of which containers get inspected, mak-
ing sure that there is better vetting of customs officials.

So there is both big picture conditionality, I think, which is im-
portant, but I think it is also important that we have these small,
more specific things

Senator DAINES. Yes.

Mr. WINGLE [continuing]. That we do in each of those programs.

COMBATING CORRUPTION IN LAW ENFORCEMENT

Senator DAINES. You know, you—bringing up this issue of audit-
ing and transparency, accountability, have we seen progress in
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some of the reform efforts related to, let us say, the police and judi-
cial systems?

Mr. WINGLE. So, MCC does not work directly in security due to
our organization and mandate. In terms of broader progress, I
think within accountability and auditing, I would point to two dif-
ferent directions. One is I think supporting the Supreme Audit In-
stitutions in those countries, particularly what we are doing in
Honduras, to make sure that they are looking at performance and
they are looking at big issues and not going after small civil serv-
ant violations on their travel filings, which is a problem that we
see in all three countries at the Supreme Audit Institution to oc-
cupy their time are focusing on these unimportant issues.

The other part that I think is very important is increased access
by institutions like Transparency International through their local
affiliates to be able to go in and have access to human resources
in the Ministry of Security, in the Ministry of Education, Ministry
of Health, other large ministries so that you bring that light and
that transparency to these that keeps not just the short-term im-
provements that have happened in the cleansing that De Puracion
of the police, but you have that permanent presence and social ac-
countability to ensure that this is more sustainable.

Senator DAINES. Thank you, Mr. Wingle. Thank you, Mr. Chair-
man.

Senator GRAHAM. Senator Lankford.

ENGAGEMENT WITH LOCAL LEADERS

Senator LANKFORD. Thank you, Mr. Chairman. So how are we
interacting with this point and what role would you place on local
leaders? Obviously, there are elected officials in each of these coun-
tries that are great partners for us. They are passionate about
their country and care for their country. What balance should there
be between American tax dollars coming to be able to invest in key
areas and ways that we can partner together in those local leaders,
elected officials there, saying, “This is where you can help us the
most.” How do we marry those two together so that we are not
doing projects and they are saying, “That is fine, but that is not
our greatest area of need?”

So what do you see already? Where have you seen the success
in that, in discovering the issues from the local leaders?

Mr. FARNSWORTH. Mr. Senator, if I could start with a couple of
comments. The first is that if we are serious about Central America
taking the lead in its own development and solving its own prob-
lems, we have to allow them to do that.

Senator LANKFORD. Right.

Mr. FARNSWORTH. And so part of that is allowing them to actu-
ally develop the plan that we can then come alongside and choose
what part or parts to fund and underwrite based on our own inter-
ests. So I think——

Senator LANKFORD. Do you feel like that is happening now or do
you feel like once we voted there was a rapid pursuit to be able
to get dollars out the door to be able to do something or was there
a strategic working with individual leaders there?

Mr. FARNSWORTH. I think that there is a combination of all of the
above, to be honest.
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Senator LANKFORD. Okay.

Mr. FARNSWORTH. And there was also, in the context of Central
Americans creating this plan, there was always an eye to Wash-
ington in terms of what the anticipation might be that we would
fund anyway. So as that plan was being put together it was not
done in a vacuum. So I think that is the first part.

But the second part pertains to our delivery of assistance. It is—
I think we can use some creativity here. So, for example, as I men-
tioned in my oral testimony, instead of just dividing a package by
three and saying, “This is the amount that we will provide for you;
come up with a way to spend it. This is the amount for you, et
cetera.” Why don’t we think more creatively and say, “Okay, this
is the plan that you are committed to. It is not the same plan. It
is your national plan. That is great. We will fund a certain percent-
age.”

And then once you have completed that plan, if you are the first
mover on this, why not have the ability to compete for a greater
amount of the overall

Senator LANKFORD. Right. A bonus.

Mr. FARNSWORTH. Absolutely.

Senator LANKFORD. Right.

Mr. FARNSWORTH. And I do not know if it is politically correct to
use this phrase, but it is really a race to the top.

Senator LANKFORD. Right.

Mr. FARNSWORTH. In the context of getting the three countries,
again, with their own national commitment. So we are not impos-
ing anything, but we are saying, “You know, if you meet your com-
mitments first, if it is verifiable, if it is audited, if it is consistent
with what we thought we agreed to do, you can get 50 percent of
the overall budget or you can get 40 or whatever it is.” I am not
suggesting that I have the wisdom here.

Senator LANKFORD. Right.

Mr. FARNSWORTH. But that would change the dynamic because
it would then cause the leaders of those countries to take these
commitments seriously and to say, “You know, we have a chance
to compete for double our funding or whatever it is.” I think that
would have an important incentivizing effect.

Senator LANKFORD. Ms. Beltran, were you wanting to add to
that? You look like you were leaning towards the microphone there.

Ms. BELTRAN. Yes. No. Thanks, Senator. Just to add, I think the
importance of having a very clear strategy and outcomes is key. I
think one of the issues, you know, of why past assistance has not
been as effective as, you know, how are we defining outcomes.

Senator LANKFORD. Right.

Ms. BELTRAN. In the area where I work is how are we defining
institutional strengthening and what do we mean by having an ef-
fective justice system and work backwards and establish very clear
metrics. I think there are opportunities, spaces of opportunities, in
each of the three countries regarding rule of law and it is how we
can better support the efforts of those that are really seeking last-
ing reforms in these countries.

Senator LANKFORD. Yes. I saw some of the outcomes and the spe-
cific things that you all had articulated and I think those are very
beneficial.
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Ambassador.

Mr. NEGROPONTE. Yes. And one point I would like to add just be-
cause I have served in so many different parts of the world, Sen-
ator, is that relationships in Latin America between the—for the
United States are very close. These are people whose languages we
understand. We can speak them. It is not like being in Iraq or Viet-
nam, both of which countries I have served in, where the relation-
ship—I am not saying it was not friendly or close, but it was a lit-
tle more arm’s length than it would be in a situation like Latin
America.

So when you are doing a community policing initiative or one of
these model precinct programs or you are doing something that
Ambassador Brownfield is conducting carrying out under his Inter-
national Narcotics and Law Enforcement, these are close relation-
ships. We are not just writing a check and walking away. We are
not just writing a check and walking away.

Senator LANKFORD. Right. And I would——

Mr. NEGROPONTE. I think we have good, close up observation of
what is going on.

Senator LANKFORD. I would agree and it is something you and
I have spoken about before. I would suggest that as a gain for us
some of the partner cities that we have had before and partner po-
lice departments in the United States partnering with some of the
local law enforcement in each of these countries to develop lasting
relationships to where when there is an issue there and they feel
like they cannot call someone locally, they do have someone outside
the country they can call and say, “I am seeing this. I am experi-
encing this. What would you suggest?” That only happens with re-
lationships and with engaging, and those are things that we can
bring to bear.

We have excellent law enforcement border to border across the
country. We have a lot of departments that would be a tremendous
asset. Our FBI, those in the FBI Academy, there is a tremendous
amount of gain that we could share from insight and the things we
have tested for a long time that I think would be an asset in local
law enforcement. So it is not just a matter of sending a contractor
down to train, but that is—we actually send people back and forth
and develop those relationships.

ECONOMIC COOPERATION AND INTEGRATION

Mr. Farnsworth, you had mentioned before as well about CAFTA
and about some of the relationships there, that it is still easier for
many of those countries to do business with the United States or
with Mexico than it is with one of the countries that literally they
border to. How does that ever get resolved to create an economic
zone there?

Mr. FARNSWORTH. It is a really important question and one of
the missed opportunities of Central America over the past 15 years
has been precisely that point where the countries which are parties
to CAFTA saw this in some ways as guaranteed access to the
United States rather than the opportunity to really develop their
own trade relationships with their neighbors.

The World Bank, for example, has done some really interesting
work recently about the gains from trade and what that means for
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national incomes if you do more to trade with your neighbors. First
of all, it starts with an attitude of desire to do that. There is still
history there. There is still politics there between countries. And
they are not always the best of political allies necessarily. So that
is number one. It requires a mind shift just to do it.

Number two, there are some pragmatic realities on the ground
in Central America. For example, borders. Borders do not work in
Central America. They are incredibly difficult to cross, whether you
are a pedestrian, whether you are a trucker, whether you are what-
ever you are. That impedes commerce. It also enables corruption.
And it makes these countries simply less productive. That is not
simply a matter of law enforcement. It is also a matter of infra-
structure, which is a really big issue.

But one of the areas, for example, that the United States can
contribute to in terms of improving the scenario and would be ben-
eficial to address the issue you have raised, Mr. Senator, is the
idea of trade facilitation in terms of customs procedures and in
terms of allowing and helping trade actually to be done better in
the Central American countries.

What you do not have is the idea yet that is developed every-
where else globally, or many other places globally, is the idea of
supply chains. And that is the next logical area of production and
it makes a lot of sense, linking to Mexico, linking to the United
States. So now instead of the hub and spoke method, where you
produce something in Central America and you export it to the
United States, now you see each other as more integrated economic
space and you produce things together.

That breaks down some of these barriers we have been talking
about, but it requires a political commitment at the top to really
go in this direction. I think the United States can help facilitate
that, but ultimately the region has to decide that is the direction
it wants to go.

Senator LANKFORD. All right. Mr. Chairman, I do appreciate your
indulgence very much in this and to be able to go through it and
for holding this hearing. I think our relationship with these three
countries really is very strategic to us. There are so many Ameri-
cans that trace their lineage back to these three countries. There
is so much commerce that could go back and forth between us.

There is a clear connection in illegal immigration to these three
countries and what happens there both economically, crime, cor-
ruption within governments, lack of access to courts and such that
is very significant in the narcotics trafficking that they are caught
in the middle of that starts in South America and they are only the
midpoint. And a lot of that government corruption is based on nar-
cotics trafficking through them that Americans are the buyers and
they are merely the waypoint in it and they are affected by what
is happening here.

So there are some significant relationships where I think they
expect us to step up and to say, “You are helping create this prob-
lem in Central America based on the drug purchasing happening
in the United States,” and their trafficking point that they want to
engage. Quite frankly, all three of these countries are friends. They
are allies of ours that we have a lot of common relationships with.
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And what I have seen, and we have just mentioned it several
times. Ms. Beltran has mentioned it with Guatemala.

And specifically, what President Morales has done and what
Thelma Aldana, their Attorney General has done, has been re-
markable to be able to see their aggressive focus on trying to deal
with corruption that has been historic there and to be able to turn
that around. I think we should reward that and I think we should
lean in and engage in a way that continues to support them.

What I would hope in this is that how we do oversight and
metrics on these three countries and what we do with our foreign
aid becomes a model with how we handle foreign aid all over the
world, that because of our partnership and our relationship we
start asking the hard questions. What are the metrics? What are
we good at? Are we putting money towards something because
there is a problem or are we helping solve something so that both
countries at the end of it see a success? And I think it can be done
with this kind of focus on it. And so I very much appreciate your
engagement in this.

Senator GRAHAM. Well, thank you. We will wrap it up. Senator
Lankford has really been all over this issue, as you can tell, very
informed. The thing I like most about this subcommittee is you
have some very smart, dedicated people trying to get better value
for the American dollar realizing that we do lead and we are the
envy of the world in many ways.

So what have I learned? We better talk to Mexico. That is a good
idea. I want to make sure that when we collaborate on the Alliance
for Progress we have a Mexican representative seeing how they can
help make it happen, that trying to get better trading relationships
between the three nations themselves would probably strengthen
their economy as a whole. Rule of law seems to be the center of
gravity here and if they do not have a plan to improve the rule of
law, they need to give us one that we can resource based on what
we think we do best and make sure they buy in. And basically tell
people back home, “Here is what you got for your money.”

I think the governments would welcome some accountability and
conditionality because they can go to their constituents and say,
“We have got a more reliable partner in the United States, but
they are asking us to change things and it is in our interest to
change things not only here at home, but to have a better relation-
ship with the United States.”

So this could be a model. I want it to be. The MCC, to me, is
a great concept. It focuses on a few things with a different attitude.
So I am very dedicated to the idea that we are going to take this
money and have more metrics-based spending, that we are going
to get Mexico more involved, and that we should probably try to
have somebody ride herd over the idea of economic integration.
Somebody at the State Department can help us do that.

Thank you, Senator Lankford, and all those who are interested
in the topic. I have a letter here from the Global Leadership Coun-
cil, 225 businesses who have signed a letter to Secretary of State
Tillerson urging the Secretary not to have draconian cuts to the
State Department’s budget.

[The information follows:]
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May 22, 2017.
Secretary REX TILLERSON,
U.S. Department of State,
Washington, DC.

DEAR SECRETARY TILLERSON,
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country’s investments have generated impressive results: 11 of America’s top 15 ex-
port markets are in countries that have been recipients of U.S. foreign assistance.

Strategic investments in diplomacy and development make America safer and
more prosperous. American companies depend on robust U.S. engagement overseas,
especially in the fast growing markets in the developing world. Our embassies and
consulates around the world are essential partners for American businesses to en-
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drive American exports, which today make up almost 13 percent of America’s $18
trillion economy and support about one in five American jobs.

The State Department and USAID are increasingly partnering with American
businesses to catalyze and leverage private sector expertise and resources to create
sustainable solutions at scale on a range of challenges such as energy, health, and
agriculture. And today, host countries themselves are driving policy changes to com-
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embodies our country’s values—promoting economic freedom, prosperity, and entre-
preneurship that can mitigate the drivers of violent extremism in the world today.
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Department, USAID, and our development agencies and the capacity to partner
with the private sector to address global challenges and to expand opportunity.

We are committed to working with you in your role as Secretary of State to share
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strong International Affairs Budget for fiscal year 2018.
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Indatatech

Olga Ramundo
President
Express Travel

Josh Rawitch
Senior Vice President, Communications
Arizona Diamondbacks



Joe Reagan
President & CEO
St. Louis Regional Chamber

Jeff Reigle
President & CEO
Regal Ware, Inc.

Gene Reineke
CEO
Hawthorne Strategy Group

John Reinhart
CEO & Executive Director
Port of Virginia

Colin Renk
Executive Director
America China Society of Indiana

Sandra Renner

CEO

FasTrack Global Expansion Solutions,
Inc.

Jim Roche
President

Business & Industry Association of New

Hampshire

Bob Rohrlack
President & CEO
Greater Tampa Chamber of Commerce

Robert Rotondo
President
Rotondo Enterprises, Inc.

Jack Roy
Owner
Jax Enterprises

David Rudd
Partner
Ballard Spahr, LLP

Rebecca Ryan
Founder
Next Generation Consulting

Mel Sanderson
Vice President of International Affairs
Freeport McMoRan, Inc.

Lydia Sarson

Executive Director

German American Chamber of
Commerce of Philadelphia

Joe Savarise
Executive Director
Ohio Hotel & Lodging Association

Chris Saxman
Executive Director
Virginia FREE

David Schaffert

CEO

Olympia Thurston County Chamber of
Commerce
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Dean Schieve
President
Victus Motion and DMD Consulting

Michael Schmitt

Executive Director

America-Israel Chamber of Commerce
Chicago

Bret Scholtes
President & CEO
Omega Protein Corporation

Ralph Schulz
President
Nashville Area Chamber of Commerce

Mike Shanley
Founder & CEO
Konektid International

Stephanie Simpson
Vice President
Texas Association of Manufacturers

Bill Sisson
President & CEO
Mobile Chamber of Commerce

Nathan Slonaker

President

Columbus International Affairs
Opportunity

Jim Spadaccini
CEO & Creative Director
Ideum

Bruce Steinberg
President
Relyco

Michael Strange
President
Bassett Ice Cream

Carol Stymiest
President

Canadian Business Association of North

Carolina

Greg Summerhays
President & CEO
Sandy Area Chamber of Commerce

David Taylor
President

Pennsylvania Manufacturers Association

Christian Thwaites
Chief Strategist
Brouwer & Janachowski

Jon Troen
President & CEO
Mittera Group

Brett Vassey
President & CEO
Virginia Manufacturers Association



Liane Ventura
Senior Vice President
Greater Miami Chamber of Commerce

Chad Vorthmann
Executive Vice President
Colorado Farm Bureau

Chris Wallace
President
Texas Association of Business

Jeff Wasden
President
Colorado Business Roundtable

Joyce Waugh
President & CEO
Roanoke Chamber of Commerce
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Ed Webb
President & CEO
World Trade Center Kentucky

Deborah Wilkinson
President
Wilkinson Global Connections

Sheryl Wohlford
Owner
Automation-Plus

Richard Yang

President

Carolinas Chinese Chamber of
Commerce

Steven Zylstra

President & CEO
Arizona Technology Council

Cherod Webber
President & CEO
Innovative Global Supply,LLC

A 29 percent reduction in the President’s budget is way beyond
what I think the market will bear and it will effectively neuter soft
power in many areas of the world at a time when a little money
spent wisely can bring about real change. It is 1 percent of the Fed-
eral budget, foreign assistance. The total package is 1 percent.
What Senator Lankford is telling us that some money, relatively a
small amount compared to what we spend overall, can actually af-
fect change in a positive way: less illegal immigration, more reli-
able partner, less drugs.

Thank you all. The subcommittee Members can submit questions
for the record until Friday, the 19th, by 2:00 p.m. and our next
hearing is June 13 on the fiscal year 2018 budget requests for the
150 account with Secretary Tillerson.

SUBCOMMITTEE RECESS

The subcommittee is adjourned. Thank you all.
[Whereupon, at 3:54 p.m., Tuesday, May 23, the subcommittee
was recessed, to reconvene subject to the call of the Chair.]
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