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NOMINATIONS

TUESDAY, MARCH 13, 2007

U.S. SENATE,
COMMITTEE ON FOREIGN RELATIONS,
Washington, DC.

Almquist, Katherine, to be Assistant Administrator of the U.S.
Agency for International Development for Africa

Bonicelli, Paul J., to be Assistant Administrator of the U.S. Agency
for International Development for Latin America and the Car-
ibbean

Chin, Curtis S., to be U.S. Director of the Asian Development
Bank, with the rank of Ambassador

Debevoise, Eli Whitney, III, to be U.S. Executive Director of the
International Bank for Reconstruction and Development

Kunder, James R., to be Deputy Administrator of the U.S. Agency
for International Development

Lundsager, Margrethe, to be U.S. Executive Director of the Inter-
national Monetary Fund

Menarchik, Douglas, to be Assistant Administrator of the U.S.
Agency for International Development for Europe and Eurasia

The committee met, pursuant to notice, at 3:05 p.m., in room
SD-419, Dirksen Senate Office Building, Hon. Robert Menendez
presiding.

Present: Senators Menendez and Lugar.

OPENING STATEMENT OF HON. ROBERT MENENDEZ,
U.S. SENATOR FROM NEW JERSEY

Senator MENENDEZ. This hearing of the Committee on Foreign
Relations will come to order.

Today, the committee will consider the nominations for four ad-
ministrators at the United States Agency for International Devel-
opment, and three U.S. representatives at international financial
institutions. [ want to welcome the nominees, as well as their fami-
lies who may be here, to the hearing.

I'm happy to be joined by the ranking member of the full com-
mittee, Senator Lugar, and also thank Senator Hagel, who is the
ranking member of the Subcommittee on International Develop-
ment, Foreign Assistance, Economic Affairs, and International En-
vironmental Protection—I wish I could get a dollar for every time
[ had to say that, who is unable to join us today.

[ know we have a busy agenda, so [ will recognize myself for an
opening statement.

(153)
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While today’s hearing is technically a nominations hearing, in
my mind it also is a forum to discuss the broader issue of U.S. for-
eign assistance. Yes, we're going to examine the qualifications of all
of these nominees, but, in my mind, equally as important, we’ll be
asking the question, “Is each nominee the best candidate for a posi-
tion where they will be in charge of a key aspect of our United
States foreign assistance program?”

“Why does U.S. foreign assistance matter?” [ was asked earlier
today in an interview. It's because we care that, giobally, 10.6 mil-
lion children are still dying from preventable diseases every year.
[t is because we care that nearly 2.7 billion people live on less than
$2 a day. It's because we care that every 5 seconds, a child dies
from a hunger-related cause. Yes, it's also because it is in our na-
tional interest and our national security interest to help create a
stable and secure world around us.

As President Kennedy said when he signed the Foreign Assist-
ance Act in 1961, creating USAID, he said, quote, “In enacting this
legislation, Members of the Congress, of both parties, have, again,
demonstrated their understanding that it is in our national obliga-
tion and in our national interest and security to work for a world
in which there is a chance for national sovereignty and national
independence.” That's why this hearing is so important, That's why
[ plan to carry out a vigorous oversight of our foreign assistance
programs as chairman of the subcommittee. Our subcommittee has
been tasked with the job of looking at every aspect of U.S. foreign
agsistance, from the Millennium Challenge Corporation to USAID
and the international financial institutions. Today’'s hearing will be
the first in a series of hearings that take a close look at these pro-
grams.

As we talk with these nominees, and as we proceed in the
months to come, I hope to examine at least four major concerns
that I have with our foreign assistance programs. First, the Presi-
dent has created a vision for transformational development, with
the head of USAID also acting as the head of all U.S. foreign as-
sistance inside the State Department. And, while I generally sup-
port the idea of coordinating all of our foreign assistance to avoid
duplication, I am concerned that there may be unintended con-
sequences from such a reorganization. [ am also concerned that the
new policy of graduating countries from U.S. assistance, and the
new framework with a focus on shorter-term strategic issues, may
take away from some of our long-term core development goals, such
as paverty reduction.

My second question is, What’s the future of USAID? By all ac-
counts, the power and influence of USAID, the principal U.S. agen-
cy for foreign development aid, is slowly being chipped away, and
[ look at that through a series of signs. The head of USAID now
sits at the State Department, not USAID. The Millennium Chal-
lenge Corporation is clearly taking money, prestige, and power
away from USAID. And, if you look at the total foreign aid budget,
State and USAID only had about 53 percent of the total budget in
2005, with other agencies managing the rest. It seems to me that
we’re in the process of decimating an agency that clearly has had
bureaucratic problems, but that is also full of many, many qualified
and talented people who actually know a great deal about develop-



155

ment. And these challenges—changes, I should say, warrant great-
er security.

[ am alsoe concerned about the Department of Defense’s new role
in development. According to the Congressional Research Service,
in 2005 the DoD disbursed about 24 percent of the development
budget, mostly in Iraq and Afghanistan. I question why the De-
fense Department is playing such a large role in development, par-
ticularly when the record in Iraq and the reports from the special
inspector for Iraq reconstruction have shown they have done a poor
job of it.

Finally, an issue I plan to examine at great length is the admin-
istration’s foreign assistance budget. Although I support the gen-
eral concept and goals of the Millennium Challenge Account, I am
alarmed that the core development accounts have been cut as we
pursue the MCC. A study last year from the Center for Global De-
velopment found that MCA-eligible and compact countries have ex-
perienced unequivocal reductions in the development assistance ac-
count at the U.S. development aid. We were promised that MCC
would be additive, but, once again, the administration has proposed
to cut funding for those core development accounts. I know the ad-
ministration keeps touting the increase in the overall international
affairs budget, yet their budget for fiscal year 2008 actually cuts
funds from the core development accounts across the world.

In closing, I believe our nominees, if confirmed, will become a key
part of the foreign assistance agenda. It is the President’s job to
propose America’s foreign policy agenda, but it is Congress’s job to
appropriate funding and provide oversight for our development and
foreign assistance programs. But it’s ultimately going to be your job
to implement those initiatives on the ground.

If confirmed to your respective posts, the four of you, as well as
the three nominees in the second panel, will have a great responsi-
bility of determining priorities, working with neighboring countries,
representing the United States in vital endeavors. And I know
none of you take that position lightly. [ also would remind each of
you that you have a responsibility not only te implement the Presi-
dent’s policy, but also to report honestly and completely to Con-
gress.

I look forward te learning more about your past experience. I've
had an opportunity to speak to each and every one of you, and I
appreciate those opportunities and they were very helpful. Your vi-
sions for the future of America’s role in these important develop-
ment programs and financial institutions.

And I will, before I turn to the distinguished ranking member,
welcome you all formally so that, after Senator Lugar’s statement,
we can go directly to your testimony.

Mr. James Kunder is the nominee for the USAID Deputy Admin-
istrator. He is acting in that position currently. He previously
served as Assistant Administrator for Asia and the Near East.

Dr. Edward Menarchik is the nominee for USAID Assistant Ad-
ministrator for Europe and Eurasia, and is acting in that position
currently. He previously served as Assistant Administrator, Bureau
for Policy and Program Coordination for USAID.

Dr. Paul Bonicelli is the nominee for USAID Assistant Adminis-
trator of Latin America and the Caribbean. He currently serves as
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the Deputy Assistant Administrator for the Bureau of Democracy,
Conflict, and Humanitarian Assistance of USAID.

And Ms. Katherine Almquist is the nominee for USAID Assistant
Administrator for Africa. She is currently serving as the USAID
Mission Director for the Sudan.

Let me now recognize the distinguished ranking member, Sen-
ator Lugar, for his opening statements.

OPENING STATEMENT OF HON. RICHARD G. LUGAR,

L E4iNELN REAUIVALIIN B L

U.S. SENATOR FROM INDIANA

Senator LUGAR. Well, thank you very much, Mr. Chairman. I
thank the Chairman, and I add my welcome to two impressive pan-
els of nominees, as well as family members and friends who have
accompanied you.

Today, the committee will have discussions with nominees for
important positions at USAID. The United States has strong na-
tional security and humanitarian interests in alleviating poverty,
and promoting development around the world. The efforts of
USAID are central to this mission, and each of our nominees will
play a key role in formulating policies that will impact U.S. stand-
Ing in their regions of responsibility.

I would take this opportunity to express my hope that the Senate
will move forward quickly on the nomination of Mr. James Kunder
to be Deputy Administrator of USAID. Mr. Kunder would be re-
sponsible for assisting Ambassador Randall Tobias, the current Ad-
ministrator of USAID, in executing U.S. foreign assistance pro-
grams. In addition, he would be charged with assisting the Admin-
istrator in the supervision of all personnel at the Agency in the
United States and overseas.

Mr. Kunder currently is the Agency’s Acting Deputy Adminis-
trator and continues to serve as the Assistant Administrator for
Asia and the Near East. In this capacity, Mr. Kunder overseas
some of USAID’s largest and most important projects.

Mr. Kunder’s nomination came before the committee last Sep-
tember, and he has been patient and thorough in addressing ques-
tions from Senators related to his nomination. He was asked to
provide answers to nearly 100 detailed questions about reconstruc-
tion efforts in Afghanistan. In addition, he was asked to provide
photographs of clinics and schools being constructed, or recon-
structed, in Afghanistan.

Mr. Kunder’s responses are contained in three voluminous bind-
ers consisting of some 1,500 pages. The responses incorporate pho-
tographs and maps of virtually all USAID projects in Afghanistan,
including clinics and schools. I appreciate the serious attention that
Mr. Kunder and his staff have given to congressional concerns. In
fact, I cannot remember a nominee under the jurisdiction of this
committee who has provided a greater volume of useful information
about the projects and programs under his direction. The materials
in these binders provide an excellent tutorial for any Senator who
wants to know more about Afghanistan or the functions of USAID.
The binders have been deposited with the committee staff and are
available to any members or staff who might wish to review them.

Ambassador Tobias needs a deputy who is well-versed in the
Agency’s workings. He strongly supports Mr. Kunder’s nomination
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to the position. I am hopeful we will move forward so that Mr.
Kunder can more fully contribute to USAID’s vital mission.

I would also note that this hearing follows a very interesting
hearing on Afghanistan held last week by this committee. There
were several points raised at that hearing that [ would ask Mr.
Kunder to consider.

First, one of the witnesses observed that, unlike in Irag and Bos-
nia, there is no civilian contact group in Afghanistan. Such a group
might be a useful tool in advocating our goals in Afghanistan.

Second, we discussed whether a coherent United States program
could be developed for providing United States foreign assistance
directly to eastern Afghanistan and the federally administered trib-
al areas in Pakistan, including Waziristan. Such a program would
acknowledge the ethnic and tribal realities of the area. Obviously,
this would not be an easy mission, but we should explore whether
United States foreign assistance could make an impact in that re-
gion, given its importance to the outcome in Afghanistan.

On our second panel, we will hear from nominees to be U.S. exec-
utive directors to international financial institutions. During the
past 4 years, our committee has held six hearings on the operations
of the multilateral development banks. Those hearings contributed
to the committee’s understanding of both the value of the banks’
work and problems with their operation.

In 2005, building on this work, I introduced Senate bill 1129, the
Development Bank Reform and Authorization Act. Most of the pro-
visions of this bill were enacted into law in November 2005. With
passage of this legislation, Congress made a strong statement that
recognized the critical role of MDBs in achieving development goals
around the world, but also that the operations of these banks must
be transparent and free of corruption.

The U.S. Government must work hard to ensure that this money
is spent efficiently, both because of our respounsibility to American
taxpayers and because inefficiency and corruption undermine the
basic humanitarian and foreign policy objectives of our participa-
tion in MDB financing.

I congratulate all of the nominees, and I thank the Chairman for
the opportunity to make this statement.

Senator MENENDEZ. Thank you, Senator.

We are pending a vote, and we hope to get through at least your
testimony before that vote, before questions. So, we'll start with
Mr. Kunder. And the same process, you're free to make your pres-
entation. We'd ask you to limit it to 5 minutes. Your full statement
will be included in the record. Should any of you have family mem-
bers here, please introduce them. And if you summarize your testi-
mony, we'll get through all of you, and then, hopefully, we'll have
an opportunity for questions before the vote and be able to move
on,

So, we'll go from Mr. Kunder, moving from right to left. That’s
not an ideological statement, it’s just simply physical reality:

[Laughter.]

Senator MENENDEZ [continuing]. At the table.

And, with that, Mr. Kunder, you are welcome to present your
testimony.
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STATEMENT OF HON. JAMES R. KUNDER, NOMINEE TO BE
DEPUTY ADMINISTRATOR OF THE U.S. AGENCY FOR INTER-
NATIONAL DEVELOPMENT

Mr. KunDER. Thank you, Mr. Chairman. It's an honor to be be-
fore the committee today as President Bush’s nominee to be Deputy
Administrator at USAID.

I would like to introduce to the panel my wife, Robbin, who is
also a USAID employee, and my son, James, who is here primarily
to collect Senatorial autographs for Ms. Eaton’s class at St. Ste-
phen’s School in Alexandria. He’s also the beneficiary

Senator MENENDEZ. A worthy cause.

Mr. KUNDER [continuing]. Of the Squirms that I picked up in
your office the other day.

We very much appreciate this panel’s serious attention to
USAID, the extensive oversight that the panel has provided, and
also the leadership that the Committee has provided to looking at
the questions of how the U.S. Government can be better organized
to manage conflict and post-conflict situations on the civilian side
of the government. This 1s an area that Senator Biden and Senator
Lugar have worked on extensively. We very much appreciate that
ongoing work, and, if confirmed, I very much lock forward to con-
tinuing that discussion with the committee so that we can do the
kind of serious work that the taxpayers expect from us when our
soldiers are deployed overseas.

[ won’t go through my biography, sir. [ worked at USAID pre-
viously, and served as director of the Office of Foreign Disaster As-
sistance there. ['ve also served in Afghanistan, deploying there
soon after our troops chased the Taliban from Kabul. I also would
like to mention that I have worked in the private not-for-profit sec-
tor as vice president of Save the Children Federation, so I've had
the opportunity to look at these issues of foreign assistance, and
U.S. taxpayer support for foreign assistance, from several different
perspectives. I've also had the opportunity to serve as an infantry
officer in the United States Marine Corps, so that I'm able to, [
think, deal effectively with our military colleagues when we work
with them, which is often, these days.

I think USAID has very important contributions to make to U.S.
foreign policy. First, it is, as the Chairman said, an important tool
in our national security arsenal. And, second, it meets the tax-
payers’ strong interest in a humanitarian presence overseas. I
think it’s this unique combination of roles that makes USAID an
important part of the U.S. foreign policy establishment.

[ also want to note that, having worked at USAID now for almost
10 years in two different iterations, that the men and women of
USAID are among the most competent professionals and coura-
geous individuals with whom [ have had the opportunity to serve.
They work in dedicated fashion in some of the most difficult places
on the face of the Earth, and they are an extraordinarily important
part of the U.S. Government’s effort overseas.

[ do hope that [ have the opportunity to serve in this position,
if confirmed, in order to help Ambassador Tobias move his reform
agenda forward. We are very interested, as the Chairman has stat-
ed, in keeping alive the concept of long-term development—making
contributions to long-term human progress. What Ambassador
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Tobias is very much interested in doing is establishing a system
that shows, in concrete terms, to the Senate and to the American
public, that we are making measurable progress toward the human
progress for which we all strive.

I just want to make one other personal comment, in closing, sir.
I hoped my parents were able to travel from Pennsylvania, but
they were not able to come down. I mention in my statement that
my father, who's a World War II veteran and a steelworker, has
done his duty over the years as a volunteer fireman, as a civic lead-
er. My mother, who is an immigrant from Italy, who came here not
speaking a word of English, served in the Pentagon during World
War II and also was a community leader in our community in
Pennsylvania. And I just noted in my statement that I hope, if con-
firmed by the Senate, I will be able to carry out my duties as well
as they carried out theirs.

Thank you.

[The prepared statement of Mr. Kunder follows:]

PREPARED STATEMENT OF HON. JAMES R. KUNDER, NOMINEE TO BE DEPUTY
ADMINISTRATOR OF THE U.5, AGENCY FOR INTERNATIONAL DEVELOPMENT

Mr. Chairman, it is an honor to appear before the committee today us President
Bush's nominee to serve as Deputy Administrator of the U.S. Agency of Iuter-
national Development (USALD).

I have had the honor to serve as the Acting Deputy Administrator for the past
6 months. This experience has made me acutely aware of the development chal-
lenges facing the 1S, Government and the intense intervest of the committee in
meeting them. | have devoted much of my time as Acting Deputy Administrator to
assisting Administrator Tobias administer the foreign assistance veforms—reforms
necessary to meet the 21st century’s unprecedented challenges and opportunities. I
am excited to be part of this chunge to leverage USAID strengths to support foreign
assistance as an element of U.S. foreign policy.

Prior to serving as Acting Deputy Administrator, I was the Assistant Adminis-
teator of the Asia and Near East vegion, which stretches from Moroeeo to Mongolia,
is home to millions of impoverished human beings. and is on the front lines in the
global battle against terror, and against these conditions that allow terrorism to
flonvish. The U.S. Government’s foreign assistunce programs are an important
wenpon in the fight against tervor, poverty, illiterncy, mequality, and instability, If
confirmed by the Senate, | pledge that [ will do everything in my power—in full
consultation with the Congress—to assist Ambassador Tobias and Dr. Rice in fur-
thering the gouls of transformational diplomacy. and to ensure that U.S. Govern-
ment development and reconstruction programs are carried out effectively, equi-
tably, and with the oversight that the taxpayers have every right to demand.

From 1991 to 1993, I served at USAID as Director of LS. Foreign Disaster Assist-
ance. In January 2002, I returned to USAID to reopen the USALD Mission in Kabul
immediately after the fall of the Talaban. Subsequent to serving as the Director of
Relief and Reconstruction in Afghanistan for 5 months, [ served as Deputy Assistant
Administrator and then Assistant Administrator of the Asia and Neayr East Bureau,
where I had the privilege to work on a wide range of issues in support of Irag, West
Bank and Guaza, Lebanon, and the countries affected by the 2004 tsunami and 2005
earthquake in Pakistan.

From these experiences [ have learned that designing and implementing sustain-
able development and reconstruction processes in transitioning nations is a
daunting, but critically important challenge. I look forward, if confirmed, to con-
tinuling to benefit from the committee’s guidance and consultations in USAID’s
work.

If confirmed, Mr. Chairman, I will take very seriously my role in representing the
agency in the many interagency deliberations in which U.S. support for inter-
national economic, governance, and social programs are discussed. Under the direc-
tion of Ambassador Tobias, we understand now better than ever the key importance
of our relationship with the Department of State. and our vespective staffs are mak-
ing great efforts to ensure optimal covrdination. If confirmed. [ expect to devote sig-
ni?‘lcunt time to addressing questions of budget, strategic priorities, and funding lev-
els with colleagues at the Department of State and other U.S. Government agencies.
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[ also vecognize that we within the U.S. Government do not have a monopoly on
knowledge of what teansforms societies. Having worked in both the for-profit and
not-for-profit sectors, | look forward to a fruitful dialog with all elements in the de-
velopment community, including but not limited to the NGOs. universities. and the
business community, since activities in all these sectors impact human progress.

After 20 vears of working in the development and reconstruction field, 1 remain
an optimist about America’s vole in the world, and | firmly believe in the importance
of the role assigned to the U.S. Agency for International Development. Working to
build democracy and economic prosperity in the poorest countries in the world,
countries that are in the strategic interest of the United States, as well as those
rconntries that are simply deprived, suffering, or exr\lm'iencing a humanitarian crisis,
is one of the most inspiring missions of the U.S. Government. If confirmed, I look
forward to working with you, Mr. Chairman, other members of the committee, and
vour staff, in order to help steer this work in the right divection and ensure that
each tax dellar is used to make a real impact in the world.

On a personal note, My, Chairman, [ had hoped that my pavents, Jim and Vir-
ginia Kunder, from Rochester, PA, would be able ro join me here today, but they
were pot able to make the trip. As they have been an inspirvation to me, I wanted
to note their contributions, Over 83 years ago, my father was pushing across the
beaches at Normandy. Subsequently as o steelworker, volunteer firefighter, and
community leader, he has continued to serve his country well. My mother was one
of those millions of Americans who came here as a child from a far country, speak-
ing not a word of English. She pulled herself up by her bootstraps, worked in the
Pentagon during World War II, forged a career in the nonprofic world, and led nu-
merous eivie organizations, 1 weould be proud if | am able to execute my duties half
a= well ag they exeented theirs

This concludes my testimony, Mr. Chairman. I would be happy to answer any of
your or the committee’s (uestions.

Senator MENENDEZ. Thank you.
Mr. Menarchik.

STATEMENT OF HON. DOUGLAS MENARCHIK, NOMINEE TO BE
ASSISTANT ADMINISTRATOR OF THE U.S. AGENCY FOR
INTERNATIONAL DEVELOPMENT FOR EUROPE AND EUR-
ASIA

Dr. MENARCHIK. Thank you, Mr. Chairman and members of the
committee, for this opportunity to appear as President Bush’s
nominee for Assistant Administrator of the Bureau for Europe and
Eurasia in the United States Agency for International Develop-
ment.

[ am pleased today to have my family with me, my wife of 38
years, Debbie Menarchik; my son, Lieutenant Commander Jason
Menarchik, who has recently returned from a 1-year tour in Iraq,
and is about to deploy to the Pacific theater aboard the Blue Ridge;
my daughter, Heidi; my sister, Denise Stepanik; my brother-in-law,
James Stepanik; and my sister, from Fairchance, Pennsylvania,
Dede Cole.

I have submitted a written statement for the record and will pro-
vide a very brief oral statement.

I have been confirmed previously before this committee as the
Assistant Administrator for Policy and Planning Coordination,
about 2% years ago, and, if confirmed again, I would join this
USAID team at a critical time in the global war on terrorism and
the critical time [or foreign assislunce as we work o betbter syn-
chronize U.S. defense, diplomacy, and development efforts to attain
our foreign policy objectives.

Europe and Eurasia remains a critical region in advancing Amer-
ica’s frontiers of freedom. USAID has accomplished much there, but
much remains to be done, with critical challenges to democracy in
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Russia, remaining instability in the Balkans and the Caucasus,
and complex development and strategic challenges in Central Asia.
I pledge that [ will continue to work with Congress to meet these
challenges head-on.

These past few years with USAID and international development
have been, in many ways, the most challenging and interesting of
my 39 years of public service. As Assistant Administrator for Policy
and Programs Coordination, I have a unique strategic priority and
budget-setting position for transformational development and an
understanding of the need to reform our system. My career has
been both broad and deep in a variety of sectors—national security,
foreign policy, military operations, international development, and
executive leadership positions in both academia and business. [
have served in the White House, the Pentagon, the National Ar-
chives, at USAID, and lived and traveled widely overseas. I have
spent much time in the Europe/Eurasia region, and have done
much thinking about it.

Many of my graduate students from the Marshall Center are now
serving in senior leadership roles. I met with some of them last
month on my trip to the Caucasus and Turkmenistan, and dis-
cussed international development issues with them.

I am proud to be nominated for this position with USAID, and
I'm eager to serve the President and to work with Congress in car-
rying out our joint State/USAID strategy.

Mr. Chairman, thank you for providing me this opportunity to
present my qualifications for this position and my views on the fu-
ture of the Bureau for Europe and Eurasia.

This concludes my oral testimony, and I would be pleased to an-
swer any questions, sir, you may have.

[The prepared statement of Dr. Menarchik follows:]

PREPARED STATEMENT OF HON. DotrGLAS MENARCHIK, NOMINEE TO BE ASSISTANT
ADMINISTRATOR OF THE U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT FOR EU-
ROPE AND EURASIA

Thank you, Mr. Chairman and members of the committee for this opportunity to
appear as President Bush's nominee for Assistant Administrator of the Bureau for
Europe and Eurasia (E&E) in the United States Agency for International Develop-
ment (LISAID),

If confirmed, | would join the USAID team at a eritical time for foreign assistance
as we work to better synchronize .S, defense, diplomacy, and development efforts
to attain our foreign policy objectives, The Divector of Foreign Assistance and
USAID Administrator, Ambassador Tohias, has instituted major reforms at the De-
partment of State and USAID to muore closely align our strategy and buduet proc-
esses to achieve President Bush's and Secretary Rice’s transformational diplomacy
goals. USALD is also expanding collaboration with the Department of Defense (Dol)
m eivil-military planning, training, and operations to assure optimal use of the de-
velopment tool within the national security framework.

United States assistance is particularly eritical to achieving United States Gov-
ernment foreign policy goals and in advancing United States national security in the
Europe and Eurasia rvegion and beyond. USAID programs contribute significantly to
United States foreign policy goals of consolidating democratic gains thronghout the
Euwrope and Eurasia vegion; furthering integration into Eurvo-Atlantic institutions;
promoting stability in the Balkans; achieving a peaceful settlement of Kosovo's fu-
ture status without iselating Serbia; encournging Russia to be a vesponsible member
of the global community. supporting democratic institutions and the rule of law;
and, in Central Asia. furthering regional integration through enervpy. infrastructure,
and trade linkages, as well as economic diversity and exposure to democratic values.

As the Assistant Administrator (AA) for the E&E vegion, [ would energetically
support the efforts of Secretary Rice und Ambassador Tobias to achieve these goals.
In particular, 1 will assist Ambassador Tobias in implementing his veform agenda
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at USAID, ensuring that assistance is focused on the highest priority U.S. objectives
and that it is impﬁ‘ememed in a cost-effective and efficient manner, both in Wash-
ington and in our field missions.

I would also like to build on past efforts at USAID to define a vision and identify
the steps and henchmarks that will lead to the eventual phasing out of U.S. assist-
ance in the region. while leaving behind key institutions to ensure that U.S.-nssisted
reforms are sustained, | recognize that some countries arve nearer to this goal than
others. but [ believe that planning for this eventuality will help us achieve it.

I am also keenly inferested in deepening USAID's engagement with the Depart-
ment of Defensze, We need to coordinate our planning to enhance security, stabiliza-
tion, transition, and reconstrnerion. Working rogether, we can ensure that USALD
assistance in social, political, and economic sectors contributes as effectively as pos-
sible to security, ﬁtnﬂiiity. and counterterrorism success in the Balkans., Caucasus,
and Central Asia.

If confirmed, [ will bring to this position a strong background in the foreign and
security policy arena that will provide an understanding of the strategic context in
which {lg;\ilj& works. My almost 2V vears as USAID's Assistunt Administrator for
Policy snd Programs Coordination gave me a unigque strategic priovity and budget
setting position for transformarional development, and an understanding of the need
to reform our system. | will also bring the experience and knowledge gained from
operating in complex and erisis settings. Building a cooperative working relationship
in the interagency process is vital ro the success of USAID’s mission, and 1 believe
my previous experience will serve me well in this effore,

Mr. Chairman, | have been a public servant my entire adult life, [ believe public
service is both a noble and high ealling. My career has been both broad and deep
in a variety of sectors—unationul security, foreign policy, military operations, inler-
national development, and executive leadership positions in both academin and
business. Iln the White House, | served as then-Vice President Bush’s military ss-
sistant in the 1980s, and was specifically involved in Middle Eustern, African, ter-
rorism, and general Defense Department issues. While at the White House, and
later as Assistant for Tervorism Policy in the Defense Department in the 1990s, |
helped draft several white papers on terrorism when the public and the Government
were less focused on this tl:reut. [ believe this background makes me keenly aware
of the challenges USAID faces in keeping its emplovees and partners safe in areas
of danger and instability.

In addition, during my 3 years as u professor at the George C. Marshall Center
tor Seeurity Studies in Germany, | worked with the Partnership for Peace countries
of the former Eastern Bloe and those of Central Asia. | taught senior officials from
the former Soviet Union how to operate u military in a democratic society. Many
of my graduates are now in senior positions in the Europe und Eurasia region. [
met with some of them last month on my trip to the caueasus, and discussed inter-
national development issues with them,

I have seen the devastation and ruin left hehind from failed economic systems and
dictatorships. And I have seen firsthand the benefits of training others in democracy
and free market systems.

Finally, my post-graduate education in both international velations and veligion
has prepared me well for work on the world stage. [ believe that | have the skills
necessiyy to oversee the alloearion of foreign aid budget resources in an efficient
and objective manner. while remaining sensitive to a region's veligions und cultures.
All of these experiences as a military commander, director of a civilian war college
at the National Defense University, presidential library director. and senior execu-
tive within UUSAID, have enhanced my leadership skills.

[ am well-traveled and have lived and worked in many different areas both in and
outside the United States. | have seen the ravages of war in Vietnam as a pilot.
and the devastation left behind from fallen political vegimes. | know how to start
up urﬁaniz:ltionﬁ. how to fix broken organizations, and how to make organizations
run effectively, etficiently, and purposefully. | had been specifically hired in my last
four jobs to perform these difficult tasks. Should | be confirmed, | believe that my
diverse operational, foreign policy, international development, and aseademic and ex-
ecutive lendership positions would serve me well in this important USAID position.

In conclusion, l am proud to be nominated for this pesition with the U.S. Agency
for International Devte\]npment. and am eager to serve the President and work with
the Congress in carrying out our joint State-USAID Strategy.

Myr. Chairman, thank you for providing me this opportunity to present my quali-
fications for this position and my views on the future of the Bureau for Europe and
Eurasia, This concludes my testimony, and [ would be plensed to answer any ques-
tions you may have.
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Senator MENENDEZ. Thank you.
Dr. Bonicelli.

STATEMENT OF DR. PAUL J. BONICELLI, NOMINEE TO BE AS-
SISTANT ADMINISTRATOR OF THE U.S. AGENCY FOR INTER-
NATIONAL DEVELOPMENT FOR LATIN AMERICA AND THE
CARIBBEAN

Dr. BoniceLLL. Thank you, Mr. Chairman. It's indeed an honor
and privilege to appear before you and the committee today, with
my colleagues, as President Bush’'s nominee. I thank you for con-
sidering my nomination to serve as Assistant Administrator for the
Latin America and Caribbean Bureau at USAID.

In my current capacity as Deputy Assistant Administrator in the
Bureau for Democracy, Conflict, and Humanitarian Assistance, [
have become quite familiar with the challenges we, as a govern-
ment, face in promoting development around the world. Should [
be confirmed, I would look forward to returning my attention once
again to this hemisphere, as [ have in the past during my academic
career and during my time here at the Congress working for the
House International Relations Committee.

Throughout my career, I have considered this hemisphere to be
of utmost importance to the United States. We are neighbors not
only because of geography, but also because of the centuries of
strong and, even now, strengthening ties of commerce, family,
friendships, and, importantly, a shared commitment to the demo-
cratic way of life. While the region continues to battle poverty and
other development challenges, we have, together, enjoyed many
successes, not least of which is that there are elected leaders in all
but one country in the hemisphere. Moreover, the region boasts
several countries that have made great strides toward self-suffi-
ciency. Nevertheless, I believe that our task is to redouble our ef-
forts, to consolidate gains, and to achieve more in the hemisphere.
This 1s especially true now that democracy is being questioned by
those who have not yet seen the material gains that are the very
real results of democracy. We should counter that trend toward in-
stability, populism, and isolationism, which is evident in some
quarters, with concrete actions that inspire hope for long-term de-
velopment.

I believe we are better able to do this now, because we are em-
barking on an historic reform of our foreign assistance program.
With the first-ever U.S. Director of Foreign Assistance, Ambas-
sador Randall Tobias, we are crafting the tools to assure that State
and AID resources are fully integrated both in Washington and in
the field. This is a strategic change that is creating a more rational
budgeting process. Having been involved with development and de-
mocratization throughout my career, [ can say that this is what is
needed to help us better fight the scourges of poverty, illiteracy,
tyranny, instability, terrorism, and narcotics trafficking. If con-
firmed, I pledge to do everything in my power, and in consultation
with the Congress, to ensure that U.S. assistance to our neighbors
is carried out effectively, equitably, in coordination with our part-
ners around the world, wherever possible, and with concern for fis-
cal responsibility that are the taxpayers due.
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Over the years that I have been involved with this work, Mr.
Chairman, [ have come to believe that the goal of our development
work must be to assist countries in their transition to stable, well-
governed, and prospering democracies. I want to emphasize that I
believe all those terms are important, but none more important
than democracy. It is the democratic society that can best promote
and sustain development. [n short, there is no development without
good governance, but there can be no good governance without de-
mocracy. A government that does not have to worry about losing
power will not have to really care whether poverty, inequality, illit-
eracy, disease, and violence are remedied. To think otherwise, I
submit, is to put too much trust in the goodness of a given set of
leaders to do the right thing. By saying this, I do not mean that
some of our programs are more important than others. For exam-
ple, promoting democracy without concern for socioceconomic needs
is a losing enterprise. I mean only to say that development should
be seen as a holistic enterprise founded on the idea that dysfunc-
tion in any sector is often caused by, certainly compounds and is
sustained by, dysfunction in the body politic.

We can no longer spend our foreign assistance dollars on various
efforts without appreciating the need to encourage transformation
in all sectors so that improvements in health or education or the
rule of law can be sustained for the long term by the societies re-
ceiving our aid; indeed, so that citizens who have an interest in
these things can demand that they be sustained or get themselves
new leadership that is competent and cares about them.

Further, democracy encourages the outside world to have con-
fidence in a particular society, which increases capital flows and
mutually beneficial ties between citizens of different. countries. De-
mocratization is a catalyst for development, especially when accom-
panied by assistance in the socioeconomic arena.

I am heartened by the fact that this administration and this
Congress appreciate the role that development has in furthering
our national interests. We help people around the world, and in
doing so, we are part of making the world better for all nations.
USAID and its very talented staff of technical experts is the pri-
mary implementer of U.S. foreign assistance programs, and there-
fore has a special role to play, particularly in the Western Hemi-
sphere, where we have been at work for many years and have
learned many lessons.

It is a great honor for our country to be asked to aid our friends
in the region as they build democracy and economic prosperity, not
simply because it’s in the strategic interest of the United States,
but also because of the many ties between our peoples that I re-
ferred to at the outset. We have accomplished much, each nation
on its own, and much by working together.

If confirmed, I look forward to working closely with you, Mr.
Chairman and the committee, in order to help continue this work
(ur the benefit of all Americans.

Please allow me to conclude my testimony by taking a moment
to honor my parents and grandparents, who sacrificed so much
that I might be able to serve our country, Louis and Ernestine
Bonicelli, Robert and Dorothy Ramsey, and Elizabeth Patterson.
Only my mother survives, and she is not able to be here. They sur-
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vived the Great Depression, served in two world wars, and had a
son who cost them seemingly endless education bills. They are
prime examples of our country’s good people who invest in others.
They and my brother, Matt, and his family have always supported
me.

I'd also like to thank my friends and former students, who have
been a constant source of encouragement for me, and many of them
are here at the hearing. I imagine the former students will espe-
cially like your questioning me. [Laughter.]

I'd be happy to answer any questions, Mr. Chairman.

Thank you.

[The prepared statement of Dr. Bonicelli follows:]

PREPARED STATEMENT OF DR. PAUL J. BONICELL], NOMINEE TO BE ASSISTANT AD-
MINISTRATOR OF THE U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT FOR LATIN
AMERICA AND THE CARIBBEAN

Mr. Chairman, it is indeed an honor and privilege te appear before you and the
committee today with my colleagues as President Bush’s nominee. [ thank you for
considering my nomination to serve as Assistant Administrator for the Latin Amer-
i‘i?c,!l\lﬂd Caribbean Bureau of the U.S. Agency for International Development
(USAID).

[n my eurrent capacity as Deputy Assistant Administrator in the Bureau for De-
mocracy, Conflict, and Humanitarian Assistance, I have hecome quite familiar with
the challenges we as a government face in promoting development around the
world. Should I be confirmed, I would look forward to returning my attention once
again specifically to this hemisphere as I have in the past during my academic ca-
reer and during my time here at the Congress as a professional staff member of the
House. Throughout my career [ have considered this hemisphere to be of utmost im-
portance to the United States. We are neighbors not only because of geography, but
also becanse of the eenturies of strong and even now strengthening ties of com-
meree, family, and friendships, and importantly, a shared commitment to the demo-
cratic way of life. While the region continues to battle poverty and other develop-
ment challenges, we have together enjoyed many successes, not least of which 1s
that there are elected leaders in all but one country in the hemisphere. Moreover,
the region bonsts several countries that have made great strides toward self-suffi-
ciency. Nevertheless, | believe our task is to redouble our efforts to consolidate gains
and to achieve more in the hemiﬁ;ﬁhm‘e. This is especially true now that democracy
is being questioned by those who have not yet seen the material gains that are the
very real results of democracy. We should counter the trend toward instability, pop-
ulism and iﬁ{ll:lhinl‘lit-im—l—'-\’itfl-!l‘lt in some quarters—with concrete actions that in-
spire hope.

I believe we are better able to do this now because we are embarking on an his-
toric reform of our foreign assistunce program. With the first-ever U.S. Director of
Foreign Assistance, Ambassador Randall Tobias, we are crafting the tools to assure
that State and USAID resources are fully integrated both in Washington and the
field. This is a strategic change that is creating a more rational budgeting process.
Having been involved with deve Iu?ment and demoeratization throughout my career,
[ can say that this is what is needed to help us better fight the scourges of poverty,
illiteracy. tyranny, instability, terrorism, and illegal narcoties trafficking. If con-
firmed, [ pledge to do everything in my power, and in consultation with the Con-
gress, to ensure that U.S. assistance to our neighbors is carried out effectively, equi-
tably, in coordination with our partners around the world whenever possible, and
with concern for fiscal vesponsibility that the taxpavers arve due.

Over the years that I have been involved with this work, I have come to believe
that the goal of our development work must be to assist countries in their transition
to stable, well-governed and prospering democracies. I want to emphasize that [ be-
lieve all of those terms are important, and none more important than democracy,
for it is the democratic society that can best promote and sustain development. In
short, there is no development without good governance, but there can be no good
governance without demoeracy.

A government, that does not have ta worry about losing power does not have to
veally care whether poverty, inequality, illiteracy, disease, and violence are rem-
edied. To think otherwise, [ submit, is to put too much trust in the goodness of a
given set of leaders to do the right thing. By saying this [ do not mean that some
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of our programs are more important than others—for example, promoting democracy
without eoncern for socioeconomic needs is a losing enterprise. [ mean only to say
that development should be seen as a holistic enterprise founded on the idea that
dysfunction in any sector is often caused by—and is definitely compounded and sus-
tained by—dysfunction in the body politic. We can no longer spend our foreign as-
sistance dollars on various efforts without appreciating the need to enconrage trans-
formation in all sectors so that improvements in health or education or the rule of
law can be sustained; indeed, so that the citizens who have an interest in these
things can demand that they be sustained or get themselves new leadership that
is competent and cares. Further. democracy encourages the outside world to have
eonfidence in o particular society, inereasing capital flows and mutually beneticial
ties between citizens of different countries. Democratization is a catalyst of develop-
ment, especially when accompanied by assistance in the socioeconomic arena.

[ am heartened by the fact that this administration and this Congress appreciate
the role that development has in turthering our national interests. We he‘p eople
around the world, und in doing so, we are a part of making the world better. USAID
and its very talented staff of technical experts is the primary implementer of U.S.
foreign assistance programs and therefore has a special role to play, particularly in
the Western Hemisphere where we have been at work for many years.

It 15 a great honor for our country to be asked to aid our friends in the region
as they build demoeracy and economic prosperity. not simply becanse such is in the
strategic interest of the United States, but also because of the many ties between
our peoples | referred to at the outset. We know each other as buyers and sellers
of poods and services; we know each other as allies in the defense of democracy. But
rnihinns of us in this hemisphere know each other on a personal, cultural, and some-
times familial basis, with some of those ties stretching back to our ecommon wnd sue-
cessful struggle to win our independence. We have accomplished much, each nation
on its own, and much by working together. If confirmed, | look forward to working
closely with you. My. Chairman, and the committee. in order to help continue this
work for the benefit of all the Americas.

Please allow me to conclude my testimony by taking a moment to honor my par-
ents and grandparents for all that they sacrificed so that | might be in a position
to serve our country: Louis and Ernestine Bonicelli, Robert and Dorothy Ramsey,
and Elizabeth Patterson: only my mother survives and she is not able to be here.
Surviving the Great Depression, service in two wars, and a son who cost them seem-
ingly endless education bills, they are prime examples of onr eonntry’s pood people
who invest in others. They and my brother Matt and his family have always sup-
ported me. I'd also like to thank my triends who have constantly enconraged and
uplifted me, some of whom attended the hearing today.

My, Chairman. | would be happy to answer any questions that you or the Sen-
ators might have for me.

Senator MENENDEZ. Those must have been the anonymous ques-
tions I got. [Laughter.]|
Ms. Almquist.

STATEMENT OF KATHERINE J. ALMQUIST, NOMINEE TO BE AS-
SISTANT ADMINISTRATOR OF THE U.S. AGENCY FOR INTER-
NATIONAL DEVELOPMENT FOR AFRICA

Ms. ALMQUIST. Thank you, Mr. Chairman and distinguished
members of the committee. I'm grateful for this opportunity to ap-
pear before you as the President’s nominee for Assistant Adminis-
trator for Africa at the U.S. Agency for International Development.

I would like to thank President Bush and Ambassador Tobias for
the honor of this nomination.

If confirmed, I will be fully committed to working with this com-
mittee and the Congress lv eusure grealer results and account-
ability for our programming of foreign assistance resources in Afri-

I'm thrilled to be able to share this occasion today with my par-
ents, Ken and Janell Almquist. I would like to acknowledge their
role in raising me to care deeply about the world, to appreciate the
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importance of public service, and to understand the responsibilities
we shoulder as citizens of this great nation.

[ have had the privilege of working at—with USAID for the past
6 years, first as senior policy advisor to former Administrator
Natsios, then as Deputy Assistant Administrator for Africa, and,
most recently, as Sudan Mission Director.

I am proud of the efforts and accomplishments of the hundreds
of dedicated professionals serving in Africa and here in Washington
that [ have witnessed during this time; and, if confirmed, sup-
porting their work will be my highest priority.

The perspectives and management experiences that I have
gained at both the agency and bureau headquarters level, as well
as from the on-the-ground reality of reopening and running the
largest bilateral mission in Africa, [ believe have prepared me for
the challenge of stewarding the agency’s bureau for Africa.

In addition, my 7 years of service with one of the world’s largest
nonprofit international relief and development organizations work-
ing extensively on African issues gives me an appreciation for the
nongovernmental partners we rely on to implement so many of our
programs in Africa.

If confirmed, I look forward to working not only with the non-
governmental sector, but also with the private sector and other ele-
ments of civil society in the United States that care deeply about
Africa.

Mr. Chairman, I have been a student of Africa for the better part
of 17 years, and it has taught me many things. Africa has taught
me to appreciate the great country that is ours and the freedom
that most Americans take for granted. It has taught me the true
value of the system of demacratic governance that gives us not only
the right, but also the ability to hold our Government accountable
to the people who elect it. Africans, too, deserve to have leaders
and systems of governance that are credible, capable, and respon-
sive to the needs of the people, rather than regimes which prey
upon their people and exploit their resources for the benefit of a
few.

My experiences in Africa have also taught me to appreciate the
depth and breadth of diversity that is Africa, to move beyond
stereotypes and cliches, to see wisdom and value in cultures that
are foreign to our way of living. The lesson that has perhaps been
the most difficult of all, particularly as one coming from a nation
used to solving problems, is to accept humility in not always being
able to do so. Our responsibility, my responsibility, if confirmed,
will be to contribute to marshalling the resources at our disposal,
and to use them in partnership with Africans, who must bear ulti-
mate responsibility for solving the problems of Africa.

That said, I firmly believe that we have never known a more fa-
vorable time than the present to build upon and consolidate the
progress being made on the continent. Africa offers rich develop-
ment potential, along with huge challenges, including widespread
poverty, illiteracy, hunger, disease, environmental degradation,
conflict, and poor governance. Addressing the challenges facing Af-
rica is critical to U.S. security and regional stability. It is a region
of great strategic importance to the United States, both in terms
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of emerging markets and as a front in our efforts to stem and re-
verse the threat of terrorism.

Mr. Chairman, as you know, under the leadership of Secretary
Rice and Ambassador Tobias the State Department and USAID
have undertaken a series of reforms designed to improve the effec-
tiveness of our foreign assistance programs and make it easier for
us to coordinate our assistance and track results. Of course, the na-
tions of sub-Saharan Africa vary widely in terms of their relative
state of development. [t confirmed, [ will ensure that assistance
strategies support United States Government foreign policy objec-
tives, are grounded in the context of the specific country in ques-
tion, are developed collaboratively with those who have the most at
stake in their success or failure, our African counterparts, and,
most importantly, I will ensure that our programs achieve results
and reach the poorest and the most vulnerable.

In the words of President Bush, “We share with Africans them-
selves a visions of what the continent can become, a model of re-
form, a home to prosperous democracies, and a tribute to the
strong spirit of the African peoples.” This vision is necessary, real-
istic, and already on its way to achievement.

If confirmed, Mr. Chairman, I would like the committee to know
that T will work tirelessly to make this vision a reality. I would
look forward to working with the Congress and my colleagues at
USAID and other agencies in carrying out our foreign assistance
strategy in Africa.

Mr. Chairman, I would like to thank you and the committee for
considering my nomination, and I would be happy to answer any
questions you may have.

[The prepared statement of Ms. Almquist follows:]

PREPARED STATEMENT OF KATHERINE J. ALMQUIST, NOMINEE TO BE ASSISTANT
ADMINISTRATOR OF THE U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT OF AFRICA

Mr. Chairman and distinguished members of the committee, I am grateful for this
opportunity to appear before you as the President’'s nominee for Assistant Adminis-
trator for Africa at the U.S. Ageney for International Development (UUSALD), and [
would like to thank President Bush and Ambassador Tobias for the honor of this
nomination. If confirmed. [ will be fully committed to working with this committee
and the Congress to ensure greater results and accountability [rom vur progroaome-
ming of foreign assistance resources in Africa. [ am thrilled to be able to share this
occasion with my parents, Ken and Janell Almquist. [ would like to acknowledge
their role in raising me to care deeply about the world, to appreciate the importance
of public service, and to understand the responsibilities we shoulder as citizens of
this great Nation.

[ have had the great privilege of working with USAID for the past 6 years, first
us senior policy advisor to former Administrator Natsios, then as Deputy Assistant
Administrator for Afvica. and most recently as Sudan Mission Director. | am proud
of the efforts and accomplishments of the hundveds of dedicated professionals serv-
ing in Africa and here in Washington that [ have witnessed during this time and,
if confirmed. supporting their work will be my highest priority. The perspectives and
management experiences that [ have gained at both the Agency and burean head-
quarters’ level, as well as from the on-the-ground reality of veopening and running
r.lhe largest bilateral mission in Afriea, [ believe, have prepared me for the challenge
of stewarding the Agency’s Bureau for Africa.

In addition. my 7 yeuars of service with one of the world's largest nonprofit inter-
national velief and development organizations, working extensively on African
issies, gives me an appreciation for the nongovernmental partners we rely on to im-
plement so many of our programs in Africa. If confirmed, I look forward to working
not only with the nongovermmental sector, but also with the private sector and other
elements of civil society in the United States that care deeply about Africa.
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Americans are perhaps more aware than ever of events taking place in Africa,
whether s a result of the intense spotlight cun'em:lg fueused on Darfur, or due to
the interest of celebrities in improving the lives of African children. The challenges
and opportunities present in Africa today ave far preater than we can respond to,
even with the generous level of official United States assistance to Africa provided
by American taxpayers. As a result, working with all sectors of Amervican society
with an interest m improving the lives of Africans is a must. Mr. Chairman. if con-
firmed. [ will see my role as Assistant Administrator as one of building bridges
between the United States and Afrien, working closely with Assistant Secretary
Frazer. not only to represent the interests of the United States to the people and
Governments of Africa, but also to represent the issues and concerns of Africa to
the American people.

Mr. Chairman, [ have been a student of Africa for the better part of 17 years,
and it has taught me many things. Africa has taught me to appreciate the great
country that is ours and the freedom that most Americans take £r granted. It has
taught me the true value of the system of democratic governance that gives us not
anly the right but also the ability to hold our Government a¢eountable to the people
who elect 1t. Africans, too, deserve to have leaders and systems of governance that
are credible, capable, and responsive to the needs of the people. rather than regimes
which prev upon their people and exploit their resources for the benefit of the few.
Demoeratic elections were held recently in the Democratic Republic of the Congo,
Liberia, Benin, Mali, and Senegal, bringing the total number of countries in sub-
Saharan Africa witnessing a peaceful, demoeratic transition to 33, or about two-
thirds of the total. Over the past 10 years, eivil liberties have improved markedly
in 21 sub-Saharan African countries; and political rights have shown substantial
gains in 15 countries. Yet nmore work remains to be done.

My experiences in Africa have also taught me to appreciate the depth and breadth
of diversity that is Afvica, to move bevond steveotvpes and cliches, to see wisdom
und vilue in cultures that are foreign to our way o \i\'ing_ The lesson that has per-
haps been most difficult of all, particularly as one coming from a nation used to
solving problems, is to aceept humility in not always being able to do so. Our re-
sponsibility—my responsibility. it confirmed—will be to contribute to mavshalling
the resources at our dispusal and use them in partnership with Africans who must
bear ultimate responsibility for “solving” the problems of Africa, Africa must chart
its own course; we must.determine how best to partner with the people of Africa
to end the unspeakable tragedies and advance the limitless possibilities inherent on
the continent.

In this regard. the emergence of the African Union (AU), a considerably more dy-
namic and f%n‘\\rm"d-lookjng institution than its predecessor, the Organization of Afri-
can Unity, is one of the most important developments in Africa in recent decades.
Along with the Regional Economic ((ommissions, the Africa Union is providing a
forum for the development of African policies, programs, and strategies to address
Afriean problems. Africans are also increasingly willing and able to hold themselves
accountable, as evidenced by the slow but steady progress of the African Peer Re-
view Mechanism (APRM). These and other institutions are gradually making a
major contribution toward assisting African countries to develop the good govern-
ance and stability needed to ensure that their people can enjoy the fruits of democ-
raey, peace, and prosperity.

Mr. Chairman. as you are well aware. Africa is a region of extreme need and
great promise. | firmly believe that we have never known a more favorable time
than tLﬁ oresent ta build upen and consolidate the progress being made on the con-
tinent. Afriea offers vich development potential, along with huge challenges, inelud-
ing widespread poverty, illiteracy, hunger, disease, environmental degradation, con-
flict, and poor governance. Addressing the challenges facing Africa is critical to
United States security and regional stability, Africa is the world’s second largest
and most populous continent, after Asia, and is a region of great strategic impor-
tance to the United States, both in terms of emerging markets and as a front in
our efforts to stem and reverse the threat of terrorism.

In addition, the United States shares a unique heritage and cultural bond with
the people of sub-Sahavan Africa. For these reasons, the United States has assumed
a leading role in meeting the commitments to Africa the G-8 nations made in 2005
at Gleneagles, Scotland. The United States is making meaningful progress in sev-
eral areas critical to the continent’s development such as education, food security,
trade promotion, environment, and protection of women. In particular, the United
States Government has committed significant resources and support to fight two of
the greatest challenges in Africa, HIV/AIDS and malaria.

Mr. Chairman, as you know, under the leadership of Secretary Rice and Ambas-
sador Tobias, the State Department and USAID have undertaken a series of reforms
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designed to improve the effectiveness of our foreign assistance programs and make
it easier for us to coordinate our assistance and track results. Our shared trans-
formational development goal is to “help build and sustain democratic, well-gov-
erned states that respond to the needs of their people, reduce widespread poverty,
and conduct themselves responsibly in the international system.” Of course, the na-
tions of sub-Saharan Afriea vary widely in terms of their relative state of develop-
ment. Consequently, USAID’s strategies begin by taking country context into consid-
eration in each of our strategic objectives. with the goal of helping countries advance
along the road of development in each crucial sector. If confirmed, [ will ensure that
assistance strategies support United States Government foreign policy objectives,
are grounded in the context of the specitic country in question, and are developed
collaboratively with those who have the most at stake in their succsss or failuve,
our African counterparts. Most importantly, I will ensure that our programs achieve
results.

While we are making progress, there is still so much to be done in sub-Saharan
Africa to build upon our accomplishments; we can do even more to address the star-
tling needs of the continent, while, at the same time, take bold steps to increase
the security and well-being of our citizens here at home. In the words of President
Bush: “We share with Africans, themselves, a vision of what the continent can be-
come—a model of reform, a home to prosperous democracies, and a tribute to the
strong spirvit of the African peoples.” This vision is necessary, realistic, and already
on its way to achievement.

If confirmed, Mr. Chairman, I would like the committee to know that I will work
tivelessly to make this vision a reality. [ would look forward to working with the
Congress, and my eolleagnes at USAID and other agencies to carrying out our for-
eipn assistunee strategy in Aflviea.

Mr. Chairman, this concludes my testimony. I would like to thank you and the
committee for considering my nomination, and I would be pleased to answer any
questions you may have.

Senator MENENDEZ. Thank you very much.

Thank you all for your statements. Since we have a large panel
here today, I'm going to start, at least in the first round—I don’t
see other members, but we don’t know if they’ll arrive, and the
time will expand to 7 minutes, and then if, in fact, there are other
questions, I'm sure Senator Lugar will be able to pursue that,
based upon how many people show up and—with votes on the floor.
So, I'll start with myself.

Mr. Kunder, I had the opportunity to talk to you about some of
the issues [ am concerned about, and you have addressed some of
them. I want to build upon our discussion and ask you, In the proc-
ess—you had a unique opportunity in Iraq reconstruction, looking
at Afghanistan, as well—in that process, when the reconstruction
phase started in Iraq, what role did USAID play in overseeing pro-
grams? Was there collaboration between the Department of De-
fense and USAID? And were USAID officials who had experience
in development consulted on these major reconstruction initiatives?

Mr. KunDeRr. Well, first of all, as you well know, General Garner
went out to [rac during the early stages, and it was assumed that
we were going to have a more or less classic relief and recovery op-
eration, and, during that phase of the operation, the coordination
with USAID, I would say, was excellent. Once the Coalition Provi-
sional Authority system was established, the USAID team which
was on the ground in Baghdad continued to play some part in that
operation, but clearly the central planning was done by the Coali-
tion Provisional Authority, with strong backstopping here from the
Department of Defense.

[ think our opinions were solicited in many cases, and listened
to in some cases, but the model that was established at the time
seemed to make sense in the context of the time. This was before
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the insurgency really started getting some traction, and the model
was that we were going to take a whole-of-government approach.
It was not going to be a classic State Department lead, USAID do
most of the reconstruction; rather, we were going to get a lot of de-
partments and agencies involved, and it was going to look more
like General McArthur’'s reconstruction of Japan at the end of
World War II.

So, [ would say we played a role, but it was a relatively small
role during the

Senator MENENDEZ. And the reason I asked you that is because,
after having sat down with the special inspector general for Iraq
reconstruction, 'm not sure that that was the appropriate role.
What lessons do you think we learned from it?

Mr. KUNDER. We learned the lesson—primary lesson, [ believe,
sir, 18 that the civilian side of the U.S. Government needs to have
a standing capacity with the kind of technical experts we need to
respond quickly if our forces are deployed overseas. We have
learned an important lesson, I believe, at USAID, in establishing
the Office of Foreign Disaster Assistance. There was a time when
we did not have such a natural-disaster response capability, and
the U.S. Government tended to operate on a pick-up basis when
there was a natural disaster. Now we have a group of people that
are on standby. If there is flooding in Africa tomorrow morning, our
teams will deploy quickly and we will draw resources from the
warehouses we have around the world. In my view—and this is
something that Senator Biden and Senator Lugar have been push-
ing—we need to have a similar standby capacity to respond in con-
flict situations. We don’t need to be drawing people from the civil-
1an sector right in the middle of the crisis. We need these folks on
standby.

Senator MENENDEZ. Let me build upon that with a question to
you, Mr. Menarchik. In your testimony, you mentioned that you're
keenly interested in deepening USAID’s engagement with the De-
partment of Defense. And, while [ certainly encourage collabora-
tion, I'm concerned, in light of the Department of Defense’s recon-
struction efforts in Iraq, whether that is always in the best inter-
est. And so, how do you, if you are confirmed, how do you envision
that cooperation? How do you envision expanding, specifically,
USAID’s engagement with the Department of Defense?

Dr. MENARCHIK. Thank you for that question, sir. In fact, USAID
and the Defense Department have been working for decades to-
gether very closely, especially in humanitarian assistance/disaster
assistance activities. Oftentimes, however, these were pick-up
games. USAID would arrive, DoD would arrive, bring in the assets
and attempt to work together. [ argue that we need to be able to
set up plans, practice together, work together, train together in the
humanitarian assistance and disaster assistance arenas. We have
been developing that capability over some time now. I argue it
needs to be institutionalized.

Within the conflict and post-conflict situations, as Mr. Kunder
has explained, I argue that we need a standing capacity on the ci-
vilian side to be able to engage in reconstruction efforts in a con-
flict and post-conflict area. Again, we have a pick-up game in the
midst of a crisis, bringing elements from the civilian community to-
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gether, inserting them into a situation in which I believe they are
not adequately prepared.

In order to develop this, we should identify folks, train people
who are specialized in conflict and post-conflict situations; work
with, train with, all elements of the government who would be de-
ployed in these circumstances so that we have a crisis response de-
velopment capacity.

My own experience was looking back in the days of Vietnam,
when we had USAID and the CORDS program, when, in fact, we
had 3,000 to 4,000 USAID development folks stationed in Vietnam.
They were linguists. They were able to deliver development on the
ground in the midst of a conflict. They were able to work with our
military counterparts. I would argue that that kind of a model is
something we should be looking at.

Senator MENENDEZ. I think our challenge is improving coordina-
tion, but, at the same time, not sacrificing independence or integ-
rity in the process. And how one achieves that is incredibly impor-
tant.

Dr. Bonicelli, I enjoyed when I was in the House International
Relations Committee, working with you. The President is in Latin
America right now, as we gpeak, so [ won’t get into a full discus-
sions of my views about that, in terms of Latin America. But you're
going to head a very important part of the world. Our problem is,
is that it seems to me the Millennium Challenge Account, while
very worthy, moves us in a direction in which it only takes—at
least as it relates to Latin America—4 percent of Latin America’s
poor, which means that nearly 213 million go untouched by the
Millennium Challenge Account. And yet, some of our core develop-
ment funding in this respect continues to get cut. How does one
meet that challenge in the process of heading the Latin American
and Caribbean division?

Dr. BONICELLL Yes, Senator. I think the challenge is to respect
that the Millennium Challenge Account, that the compacts, make
all the difference in the world for sustainability—that is the goal—
but to make sure that the core AID budget is focused on those
countries that are making gains, making progress, can be ready for
threshold programs, can then be ready for compacts. That has been
the purpose over this last year for the fiscal year 2008 budget proc-
ess, is to find where gains have been made, where countries are
close to being able to move into another category so that a different
kind of targeting of aid can be done, resources can be focused on
consolidating gains, and keeping them. In large measure, many of
these countries, it is—it’s consolidating the gains in democracy
more than anything. The OECD indicators have been encouraging
in several of these countries, in many areas, except for governance.
And so, that's why there is an increase in governance in 2008, a
5 percent increase, to get them ready to go further.

The process has been to look for gaps where they need core de-
velopment funds to keep moving them.

Senator MENENDEZ. It is clearly an enormous part of the world
in which domestic interests on undocumented immigration, on the
questions of narcotics trafficking, on the questions of creating
greater markets for U.S. services and products, on the question of
making sure that we don’t continue to see the devastation of the
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Amazon and its rainforest, in terms of global warming. Incredibly
important part of the world, and we look forward to working with
you.

Ms. Almquist, my time is up for the moment, so my lack of a
question to you is not out of disinterest. We had a very good con-
versation and I am very impressed with your background. But I'll
yield to Senator Lugar, and then, if we have time, I have a ques-
tion for you.

Senator LUGAR. Thank you very much, Mr. Chairman.

Mr. Kunder, please describe the role of USAID in reconstruction
in southern Sudan, and humanitarian efforts in Darfur. I ask this,
because I want some i1dea of how coordination works with the State
Department Office of Reconstruction and Stabilization, or, for that
matter, with other agencies. We have an outpouring of American
citizens who are very hopeful that our Government can be success-
ful in bringing relief to the people there. You are in a good position
to describe where the procedure is currently, organizationally, be-
cause it is multifaceted.

Mr. KUNDER. Specifically as to CRS, sir?

Senator LUGAR. Yes, but—in any other agency that——

Mr. KUNDER. Yes.

Senator LUGAR [continuing]. You see intersecting with your mis-
sion.

Mr. KunDER. Well, sir, I feel a little hesitant, because [ know you
know a great deal about this topic, but—what the U.S. Government
recognized when it created the Office of the Coordinator for Recon-
struction and Stabilization at the State Department several years
ago was that many aspects of the U.S. Government have contribu-
tions to make in a humanitarian crisis or in a post-conflict situa-
tion. [ mean, clearly we deliver food assistance, but the United
States Department of Agriculture has something to contribute. We
work on democracy and governance issues, but the Justice Depart-
ment and its [CITAP police training program has much to con-
tribute, as well—our Commerce Department, our Department of
Health and Human Services, as well as, of course, many bureaus
within the State Department. And I think the widely held percep-
tion was that these organizations came together in a somewhat ad
hoc fashion, that there were neither established coordination struc-
tures nor standard operating procedures to guide how they came
together.

And I should say, in tribute to many dedicated civilian employees
of the U.S. Government, in all these institutions it was not always
a catastrophe; people found each other in the middle of a crisis,
they developed ad hoc, but sometimes effective, ways of working to-
gether. But the underlying principle in the Office of the Coordi-
nator for Reconstruction and Stabilization was that one entity
would be established within the State Department to provide ongo-
ing coordination. The State Department was seen to be the logical
place, because that’s also where we have the institutional ties to
the U.N. and to the international organizations for the diplomatic
aspects of crisis management.

[ think, at this point, there has been a very great deal of
progress made in the last 10 years, in terms of better interagency
training, certainly between the civilian and the military side of the
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U.S. Government. But I do not yet believe, sir, that we have
achieved the objectives and the vision that we had when we created
the CRS office several years ago.

Senator LUGAR. Now, how does this pertain to Darfur?

Mr. KUNDER. Specifically in Darfur, now on the ground, we've got
excellent—and, of course, I'm sitting next to the expert on Darfur
here, Kate Almquist—but we have excellent coordination between
the Africa Bureau of the State Department and our own USAID Af-
rica Bureau, with Kate on the ground in Khartoum. CRS has
begun to do some work there, but CRS is not, at this point, pro-
viding the overall coordination in Darfur and Sudan that [ think
was envisioned when it was created several years ago.

Senator LUGAR. Let me ask for the aid of Ms. Almquist on
Darfur. What iss happening in Darfur, and what should we do
about it?

Ms. ALMQUIST. Well, Darfur continues to be a very grave situa-
tion, as the many daily press reports, I think, back here in the
United States, tell the story. We are providing massive humani-
tarian assistance right now inDarfur. We're the largest bilateral
donor, by a longshot, and our food assistance and our nonfood as-
sistance arc critical to ensuring that the 3 million, or more, con-
flict-affected people in Darfur continue to survive. We're actually—
somewhat contrary to the news reports, frequently we’re surprised
by the humanitarian indicators in Darfur, which show a better sit-
uation for more people in Darfur than in some other parts of the
country which don’t have the same dynamic going on, in terms of
the conflict, but also receives less attention in terms of assistance.
Eastern Sudan, for instance, has worse statistics of malnutrition
than Darfur does, and that’s thanks, in large part, due to this mas-
sive international humanitarian response, largely funded by the
United States. So, that, of course, is critical to continue for as long
as this crisis exists.

But we haven’t yet begun the reconstruction phase in Darfur. We
are still not post-conflict. And, in fact, we'll have a donor meeting
next week, called the Sudan Consortium, where Darfur’s recon-
struction will be on the agenda, the possibility of it. But the plan-
ning has, in essence, been stopped, because of the worsening secu-
rity situation last summer and through the fall.

As soon as the security situation can be improved—and there is
much work being done by the Special Envoy and the State Depart-
ment on that front—and as well as on the political process in
Darfur, then the reconstruction planning can go forward.

CRS has been critical in filling gaps for the Embassy, in par-
ticular, in Darfur. They have provided surge capacity in the form
of their Active—I think it’s their Active Response Corps—ARC, [
believe, is the acronym they have. And they have had officers on
the ground in Darfur supporting the Embassy’s efforts, in terms of
covering the political process and the reality, working alongside of
our Darfur field officers from USAID. So, we're working very hand-
in-hand out in El Fashir and Nyala, on a regular basis in these re-
gions of Darfur, and that will be important as we proceed into re-
construction planning.

But critical right now: humanitarian response, stepping up the
political process to bring more people onboard with the Darfur



175

Peace Agreement, and, of course, solving the security situation
through the efforts to improve the peacekeeping on the ground, and
to bring all the rebels and parties into the cease-fire. Those are the
three main things.

Senator LUGAR. Thank you very much, Mr. Chairman.

Senator MENENDEZ. Thank you, Senator.

[ have one or two more questions. Then, if Senator Lugar has
any more after that—Ms. Almquist, I want to pursue Senator
Lugar’s line of questioning. In a published report last week, “A
high-level mission from the Human Rights Council to address the
human rights situation in Darfur and the needs of the Sudan de-
scribed a grave and deteriorating situation.” And a conclusion—
part of the conclusion of their study states, “Even after the signing
of the Darfur Peace Accords, war continues, the human rights situ-
ation has further deteriorated, millions are displaced, at least
200,000 are dead, and conflict and abuse are spilling over into the
border inte Chad. Making matters worse, humanitarian space con-
tinues to shrink, humanitarian and human rights actors are in-
creasingly targeted, killings of civilians remains widespread, in-
cluding in large-scale attacks.”

Now, you've been the Mission Director in the Sudan, and you've
had the unique experience of working with the region firsthand. Do
you have the same view as their conclusion?

Ms. ALMQUTST. Senator, [ think that’s a very accurate depiction
of the situation on the ground. I do think that it’s very much a roll-
er coaster, and security goes up and down, and we go through
phases where it’s much, much worse, and then we go through
phases where it calms down, for a variety of different factors,
whether on the rebel side or the Government of Sudan side. We've
just had another visit of the Special Envoy in the past week or so,
and we traveled extensively through Darfur. I accompanied him
while he was there. And we heard that the situation at that point
was calm, but tense. We did intersect with this panel of experts in
El Fashir, and had an opportunity to exchange notes with them.
I think, overall, they've characterized it very well. But it does fluc-
tuate and move up and down.

The question of humanitarian space for our partners on the
ground that we rely on to deliver assistance is vital, at the mo-
ment. And so, while we've got a very successful humanitarian oper-
ation, if the—this humanitarian space—meaning, the bureaucratic
impediments to their working and operating in Darfur—continues
to close, that situation will reverse quite quickly, and then we will
have a much more significant humanitarian disaster on our hands.

Senator MENENDEZ. Let me talk one more dimension of this, with
reference to neighboring eastern Chad.

Ms. ALMQUIST. Yes.

Senator MENENDEZ. There’s over 100,000 displaced Chadians,
food assistance is being imperiled by a surge in viclence and ban-
ditry. Most people in the volatile border area with the Sudan have
been completely cut off from aid. And a U.N. statement released
said, “If the situation continues, the humanitarian operation and
welfare of the population it aims to support will be irreversibly
jeopardized.” Is that situation truly irreversible?

Ms. ALMQUIST. 'm sorry
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Senator MENENDEZ. Is that situation truly——

Ms. AL.MQUIST. In eastern Chad?

Senator MENENDEZ [continuing]. Yes—irrevocable?

Ms. ALMQUIST. It’s not truly irreversible, in my opinion. I think,
again, things ebb and flow, and if we're not steadfast in pushing
back on the different factors that are limiting our ability to get hu-
manitarian assistance out, some things we can affect, like the bu-
reaucratic impediments that the governments impose on humani-
tarian actors; some things are much more difficult to get at: the be-
havior of the so-called bandits, the Arab militias, the Chadian
rebels, the Darfurian rebels. There’'s a multiplicity of actors—more
and more, it feels like, every day, in terms of who's causing the in-
security in which region, whether it’s in eastern Chad, just across
the border in western Darfur; the situation in north Darfur and
south Darfur each have their own dynamics. I think it is very seri-
ous, but I don’t think it’s hopeless, so we can certainly still get sig-
nificant amounts of aid to most of the people who need it.

Senator MENENDEZ. Senator Lugar.

Senator LUGAR. [ have no more questions, Mr. Chairman.

Senator MENENDEZ. With that, we thank you all for your appear-
ance before the Committee, and I'm sure that the Chairman will
be holding a business meeting of the committee for the purposes of
reporting your nominations out.

We thank you all, and we wish you good luck in the process.
Thank you. With that, you're dismissed.

The second panel—let’s turn to our second panel, with nominees
to serve as U.S. directors at various development banks and multi-
lateral financial institutions.

As we talk about America’s role in reducing poverty, we should
recognize that our foreign assistance also extends to supporting
multinational institutions that will improve the economies of other
countries and directly aid in development. And that’s why I believe
that America has to continue to play a strong part in the major de-
velopment banks and multilateral financial institutions that work
towards this goal.

[n this hearing, we look forward to specifically discussing the
work of the International Monetary Fund, the Asian Development
Bank, and the World Bank, as well as what our nominees intend
to contribute to these institutions.

Let me—as our other nominees leave the room with their guests,
let me welcome these nominees: Eli Whitney Debevoise, currently
as senior partner at Arnold & Porter, who has been nominated to
be the U.5. executive director tothe International Bank for Recon-
struction and Development; Meg Lundsager, currently the alter-
native executive director of the International Monetary Fund, who
has been nominated to be the U.S. executive director of the Inter-
national Monetary Fund; and Mr. Curtis Chin, currently working
as a managing director for the international communications firm,
Burson Marsteller, who has been nominated to be the U.S. director
of the Asian Development Bank.

And I would recognize Senator Lugar, if he has any comments
he’d like to make at this time.

Senator LUGAR. No, Mr. Chairman, I think we should proceed.

Senator MENENDEZ. Absolutely.
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With that, we'll change the process here, and we'll start with Ms.
Lundsager. And if you would—you have up to 5 minutes to make
# statemenl. Your [(ull statemenl will be included in the record. I
you have anyone you want to introduce who's with you, we're
happy to welcome them. And we will go straight down the line with
the panel, in that direction.

Ms. Lundsager.

STATEMENT OF HON. MARGRETHE LUNDSAGER, NOMINEE TO
BE U.S. EXECUTIVE DIRECTOR OF THE INTERNATIONAL
MONETARY FUND

Ms. LunDSAGER. Thank you very much, Chairman Menendez and
Ranking Member Lugar.

First of all, I'd like to introduce my family, who's here with me
today. My husband, John Baker, and my two children, Andrew and
Eva Baker, who are out of school early today to join us here, so
they’re very pleased with that. My son is home from college. And
my sister, as well, is here, Hanne Denney. I very much appreciate
that she’s taken off from her job to come join me here. And [ would
also very much like to thank my parents, who brought me to this
great country many years ago, as you, Senator, and very pleased
that I have now been nominated by President Bush to represent
the United States at the International Monetary Fund.

If confirmed, I promise to work with this committee, the full Con-
gress, the Secretary of the Treasury, Secretary Paulson, and the
rest of the administration, in furthering U.S. foreign economic pol-
icy goals.

After many years at the Treasury Department, I am now serving
as the alternate executive director at the IMF. In this capacity, I've
sought to achieve U.S. foreign economic policy goals, and, if con-
firmed, will continue to pursue those reforms at the [MF that are
a priority for the United States.

As you know, the mission of the IMF is to promote international
monetary cooperation and to facilitate the growth of trade in order
to generate high levels of employment and income in its member
nations. Toward this end, the [MF has an important role in encour-
aging increased transparency and public policy, supporting market-
based reforms to generate sustained growth and development, and
advancing sound fiscal and monetary policies to strengthen govern-
ment accounts and reduce the risk of crisis. With its near-global
membership, the IMF is in a position to promote best practices in
these areas. A good deal has been accomplished in the past few
years. A strong IMF with a firm U.S. voice is important to con-
tinuing this work.

At the present time, the IMF is also undergoing fundamental
change as it looks to revise its own tools for assessing a country’s
economic and monetary policies, including a country’s exchange-
rate policy. The United States strongly supports this effort; and, if
confirmed, I look forward to working with my colleagues to realize
these important reforms.

Mr. Chairman, throughout my Treasury career I've had the op-
portunity to see, firsthand, the dedication of administration offi-
cials and congressional leaders to strengthening the U.S. economy
through our own domestic policies and our global efforts to foster
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growth and financial stability in other countries. There is much we
can still do to strengthen the global economy, and, if confirmed, I
will seek to do my part at the International Monetary Fund to
achieve further reforms in IMF policies and practices.

[ would be very pleased to answer your questions.

Thank you.

[The prepared statement of' Ms. Lundsager follows: ]

PREPATRED STATEMENT OF [IoN, MARGRETHE LUNDSAGER, NOMINEE TO BE U.S,
EXECUTIVE DIRECTOR OF THE INTERNATIONAL MONETARY FUND

Chairman Menendez, Hanking Member Hagel, and members of the committes,
thank you for the oppertunity to appear before you today. | am honored that Presi-
dent Bush has nominated me to serve as the United States Executive Director at
the International Monetary Fund, and if confirmed, [ pledge to work with this com-
mittee, the full Congress, Secretary Paulson, and the rest of the administration in
furthering U.S. foreign economie policy goals.

After many years at the Treasury Department, [ am now serving as the Alternate
LS. Executive Divector at the IMF. In this capacity, [ have sought to achieve [1.S.
ohjectives and if confirmed, will continue to pursue the reforms that are a priority
to the United States.

As vou know, the mission of the IMF is fo promote international monetary co-
operation and to facilitate the growth of trade in order to generare high levels of
employment and income in its member nations. Toward this end, the IMF has an
important vole in encouraging inereased transparency in public policy, supporting
murket-based reforms to generate sustained growth and development, and advane-
ing sonnd fiseal and monetary policies to strengthen government aceounts and re-
duce the risk of crisis. With its near global membership, the IMF is in a position
to promote best practices in these areas. A good deal has been accomplished. A
strong [IMF with a firm ULS. veice is important to continuing this work.

Af the present time, the IMF is also undergoing findamental change as it looks
to revise 1ts own tools finr assessing a country’s eeonomic and monetary policies, in-
cluding n country’s exchange rate policy. The United States strongly supports this
effort and, if confirmed, | look forward to working with my colleagues to realize
these important reforms.

Mr. Chairiun, thiroughout my Tressury eareer | have had the opportunity to see
firsthand the dedieation of administration officials and Congressional leaders to
strengthening the .S, economy, through our own domestic policies and our global
efforts to foster growth and financial stability in other countries. There is much we
ean still do to strengthen the global economy, and if confirmed, | will seek to do
my part at the IMF to achieve further reforms in IMF policies and practices. [ would
he pleased to answer your questions. Thank you.

Senator MENENDEZ. Thank you.
Mr. Chin.

STATEMENT OF CURTIS S. CHIN, NOMINEE TO BE U.S. DIREC-
TOR OF THE ASIAN DEVELOPMENT BANK, WITH THE RANK
OF AMBASSADOR

Mr. CHIN. Thank you, Mr. Chairman, Senator Lugar.

It’s really an honor to be here today to be considered for con-
firmation as the U.S. executive director of the Asian Development
Bank. I am, of course, also extremely honored to have been nomi-
nated by President Bush to serve our Nation at the ADB.

And I would actually like to take you up on the offer to introduce
a couple of members of my family and friends who are here. Spe-
cifically, I'd like to recognize my father, Moy. He's a retired career
U.S. Army officer, originally from the State of Washington, now
working in healthcare. And my mom, Ethel, originally from Mary-
land, a retired nurse and, of course, long-time military wife and
mom, who, with my dad, helped manage our ever-moving house-
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hold from California to Arizona to Virginia and overseas U.S. post-
ings in Taiwan, Thailand, and Korea.

Also here are my sister, Lisa, and her husband, my brother-in-
law, Sam. Of particular note, Sam is a U.S. Army soldier. He ar-
rived last Wednesday from his deployment with the 19th Engineer
Battalion Headquarters Support Company in Iraq. I thank him for
taking up one of his afterncons on, no doubt, a well-deserved 2-
weeks leave before returning to [raq next week.

Not here in person is my brother, Mark. He’s also career U.S.
military, who recently retired as deputy commander for administra-
tion at Evans U.S. Army Community Hospital in Fort Carson, Col-
orado.

Each of them have, in their own way, set an example of service
to all of—for our communities and our country.

If confirmed to the post of U.S. executive director of the ADB, I
look forward to continuing that tradition of service.

Over the many years that I have lived and worked in Asia,
saw, firsthand, the challenges posed by the tremendous poverty
that continues to persist in the region. [ also saw, as today’s head-
lines from Afghanistan, India, Indonesia, Pakistan, and elsewhere,
continue to show, how what happens in Asia can have tremendous
consequences across the Pacific here in the United States. Strong
continued engagement and involvement in Asia by the United
States is vital and underscores the importance of a region that,
while growing and dynamige, is still home to the vast majority of
the world’s poor, and still continues to face daunting challenges
ahead.

The ADB’s core mission is straightforward: promote sustainable,
economic growth and eradicate poverty in the region. It must do
this through economic programs that advance human development,
private-sector growth, good governance, transparency, and the en-
vironment. The impact of the ADB, however, extends far beyond its
basic mission of alleviating poverty and promoting economic devel-
opment. The bank has played a significant role in promoting and
financing economic revitalization and institutional development in
Afghanistan. With U.S. support, it has also been instrumental in
responding to natural disasters, serving not only as a financier, but
as regional coordinator of recovery efforts from such devastating
events these last 2-plus years as the tsunami in Asia and a major
earthquake in Pakistan. In both cases, ADB efforts to rebuild and
restore local economic activity have been vital to reconstruction ef-
forts. Additionally, the ADB has provided assistance on anti-
money-laundering practices in ways that counter the financing of
terrorism. The ADB also has been working to combat human traf-
ficking, especially of women and children.

If confirmed, [ will bring the breadth and depth of my regional
knowledge and management skills to support and advance the
goals of the United States at this important regional financial insti-
tution. These goals include ensuring that the ADB is results-ori-
ented, achieving measurable responsible development outcomes, as
well as increasing transparency and accountability in the ADB’s
operations.
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Mr. Chairman, Senator Lugar, thank you for the privilege of ap-
pearing before the Committee today. I would be pleased to answer
any questions you or other members of the Committee have.

Thanks.

[The prepared statement of Mr. Chin follows:]

PREPARED STATEMENT OF CURTIS S. CHIN, NOMINEE TO BE U.S. DIRECTOR OF THE
ASIAN DEVELOPMENT BANK, WITH THE RANK OF AMBASSADOR

Thank you, Mr. Chairman, Ranking Member Hapgel, and mewbers of the cow-
mittee. [ am honored to be able to come before this esteemed committee to be con-
sidered for confirmation as the U.S. Executive Divector of the Asian Development
Bank (ADB). I am, of course, also extremely honored to have been nominated by
President Bush to serve our Nation at the ADB. and [ welecome this chance to an-
swer any questions vou have.

Before proceeding, and with the Chairman’s permission, [ wanted to take a brief
moment o thank the many family members and friends who have provided me sup-
port and guidance through my vears in both the public and privite sectors. Some
of them are here today. 1%1 particular, Mr. Chairman, with your indulgence, [ want-
ed to recognize some of my family present. First, my parents: my father, Moy—a
retived career ULS. Army officer origially from the State of Washington, now work-
ing in health care—and my mother, Ethel, originally from Maryland, a retired nurse
and of course longtime military wife and Mom who, with my Dad. helped manage
our ever-moving household from California to Arizona to Virginia and overseas U.S.

ostings in Taiwan, Thailand, and Korea. Also here are my sister Lisa and her hus-
I:nn d, my brother-in-law, Sam, Of partieular note, Sam, a .S, Army soldier, arrived
last Wednesday from Iraq where he is deployed with the 19th Engineer Battalion,
Headguarters Support Company. 1 would particularly like to thank Sam for joining
us this afterncon and giving up a day of 'l:is no doubt well-earned leave before re-
trning next week to Iraq. Not here in person but offering support from afar is my
brother Mark, also career LS. Army, who recently rvetived as Deputy Commander
for Administration of Evans U.S. Army Community Hospital in Fll.:l‘f. Carson, Colo-
rado. All of them in their own way have set an example of service to our commu-
nities and our country.

If confirmed for the pasition of U.S. Executive Director to the ADB, I look forward
to continuing that tradition of service. Over the many years that [ have lived and
worked in Asin, | sow firasthand the challenges posed by the tremendous poverty
that continues to persist in the region. 1 also saw—as today’s headlines from Af-
ghanistan, India, Indonesia, Pakistan, and elsewhere continue to show—how what
happens in Asia can have tremendous consequences across the Pacific here in the
United States, Strong, continued engagement and involvement in Asia by the
United States is vital and underscores the importance of a vegion that while grow-
ing and dynamic is still home to the vast majority of the world's poor and still con-
tinues to face duunting challenges ahead.

The ADB core mission is straightforward: Promote sustainable economic growth
and evadicate poverty in the vegion. It must do this through economic programs that
advance human development, private sector growth, good governance, transparency,
and the environment.

But the impact of the ADB extends far beyond its basic mission of alleviating pov-
erty and promoting economie development. The Bank has played a significant role
in promoting and financing econemic revitalization and institutional development in
Afghanistan, With United States support, it has been instrumental in responding
to natural disasters, serving not only as finanecier but as regional coovdinator of re-
covery efforts from such devastating events these last 2 yemrs as the tsunami in
Asia and 2 major earthquake in Pakistan, In both cases, ADB efforts to vebuild and
restore local sconomie activity have been vital to reconstruction efforts. Additionally.
the ADB has provided assistance on anti-money laundering practices and ways to
counter the financing of tervorism. And, the ADB has been working to combat
humian trafficking, especially of women and children. )

If confirmed, [ will bring the breadth and depth of my regional knowledge and
management skills to support and advance the gonls of the United States at this
important regional financial institution. These goals include ensuring that the ADB
is results-oriented—achieving measurable, responsible development outcomes—as
well as increasing transparency and accountability in the ADB’s operations.

Mr. Chairman, thank you for the privilege of appearing before this committes
today, [ would be pleased to answer any questions vou or the members of the com-
mittee have.
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Senator MENENDEZ. Thank you.
Mr. Debevoise

STATEMENT OF ELI WHITNEY DEBEVOISE II, NOMINEE TO BE
U.S. EXECUTIVE DIRECTOR OF THE INTERNATIONAL BANK
FOR RECONSTRUCTION AND DEVELOPMENT

Mr. DEBEVOISE. Thank you, Mr. Chairman and Senator Lugar.
I am grateful for the opportunity to appear before you today.

I do not have a long list of family members to present. Unfortu-
nately, my wife and children couldn’t be here, but my wife’s family
is represented through Spencer Dickerson, who's an in-law of my
wife’s.

If confirmed to this job, I hope to continue a tradition of public
service in my family. My grandfather worked for John McCloy as
his chief legal counsel in the American sector of Germany after the
war. And my father served as attorney general of the State of
Vermont.

I'm honored to have been nominated to serve as U.S. executive
director at the International Bank for Reconstruction and Develop-
ment. [f confirmed, I will have the great privilege and responsi-
bility to represent the United States at the World Bank Group in-
stitutions. I look forward to the opportunity to work with Secretary
Paulson, the Treasury Department, and other executive branch
agencies represented in and working through the Office of the U.S.
Executive Director.

The World Bank Group is a global leader in economic develop-
ment and poverty reduction both through its loans, credits, grants,
guarantees, and investment insurance, and through its develop-
ment knowhow and policy advice. If confirmed, I intend to strive
to hold the bank to high standards, and to help the bank develop
a strong institutional framework and ethos to make those high
standards sustainable. '

In my professional life, I have grappled with the challenges of
economic development, whether through the lens of sovereign fi-
nance, international trade, cross-border lending and investment,
debt-reduction operations, infrastructure finance, housing finance,
development of domestic capital markets, or investor/state dis-
putes. I've also worked to combat corruption. For my successful
global efforts to recover the ill-gotten gains of corruption, [ was
awarded a Brazilian medal, the Order of Rio Branco.

Finally, I have experience with the International Center for the
Settlement of Investment Disputes, an important forum for the res-
olution of investor/state disputes.

If confirmed, T will apply the lessons learned from these experi-
ences at the World Bank institutions.

At a time when United States leadership in multilateral institu-
tions is an important as ever, [ look forward to the opportunity to
represent the bank’s largest shareholder. [ also look forward to
building a strong werking relationship with this committee as [
commit my energy and experience to the mission of economic devel-
opment and poverty reduction in all corners of the globe.

Thank you, Mr. Chairman and Senator Lugar. [ would be
pleased to answer any questions you may have.

[The prepared statement of Mr. Debevoise follows:]



182

PREPARED STATEMENT OF ELI WHITNEY DEBEvVOISE, 11, NOMINEE TO BE U.S. EXECU-
TIVE DIRECTOR OF THE INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOP-
MENT

Mr. Chairman and members of the committee, I am grateful for the opportunity
to appear before yvou today.

[ am honored to have been nominated to serve as U.S. Executive Director at the
Internationa] Bank for Reconstruction and Development. If confirmed, | will have
the great privilege and the responsibility to represent the United States at the
World Bank Group institutions, f look forward to the opportunity to work with Sec-
retary Paulson, the Treasury Department, and other executive branch agencies vep-
resented in and working through the Office of the U.S. Executive Divector.

The World Bank Group is a global leader in economic development and poverty
reduction, both through its loans, eredits, grants, guarantees, and investment insur-
ance and through its development know-how and policy advice, If confirmed, [ in-
tend to strive to hold the Bank to high standards and to help the Bank develop a
strong institutional framework and ethos to make those high standards sustainable.

In my professional life | have prappled with the challenges of economic develop-
ment, whether through the lens of sovereign finance, international trade, cross-bor-
der lending and investment, debt-reduction operations, infrastructure finance, hous-
ing finance, development of domestic ea itulp markets, or investor-state disputes. [
have also worked to combat corruption. For my successful, global efforts to recover
the ill-gotten gains of corruption, | was awarded a Brazilian medal, the Order of
Rio Branco. Finally, I have experience with the International Centre for the Settle-
ment of Investment Disputes, an important forum for the resolution of investor-
stute disputes. If confirmed, [ will apply the lessons learned from rhese experiences
at the World Bank institutions.

At a time when United Stares leadership in multilateral institations is as impor-
tant as ever, | look forward to the opportunity to represent the Bank's largest share-
holder. [ also look forward to building a strong working relationship with this com-
mittee as | commit my energy and experience to the mission of economic develop-
ment and poverty reduction in all corners of the globe.

Thank you, Mr. Chairman. I would be pleased to answer the committee’s ques-
tions.

Senator MENENDEZ. Thank you, all.

Let me start with Ms. Lundsager. The—there have been ques-
tions by some countries, suggesting that the IMF have a few richer
countries not being responsive to the concerns or needs of other
countries. And there’s been some initial changes that the managing
director has promoted, and others that have been talked about. The
administration has said it would support, on an ad hoc—increases,
if there’s real reform over the overall governance system.

[ would love to hear your sense of where future options for
change goes, what steps that you think you would support. And do
you think the concerns of the developing countries are being ad-
dressed at the IMF?

Ms. LUNDSAGER. Thank you, Mr. Chairman.

As you know, we have been seeking to achieve fundamental re-
form in the IMF. The first step was taken last fall, in late sum-
mer—excuse me—in Singapore, where we agreed to an ad hoc
quota increase for four of the most underrepresented countries in
the IMF. But part of our commitment in doing that was to achieve
further fundamental reform in the governance structure of the
IMF. And what we are seeking to do is to change the ownership
shares, the structure of the board, and the membership to give the
fast-growing emerging markets a larger voice, a larger share of the
IMF. Doing this, of course, is not an easy process, because when
you negotiate with a group of a hundred-and—over 180 members,
and you're seeking to increase the shares of some, naturally there
will be some whose shares then, out a hundred, will be going down.
This is the difficulties—some of the issues we're facing now, as to
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how to structure a system for determining membership shares that
would fairly represent countries, represent their role in the global
economy—we think it’s best represented by a nation’s gross domes-
tic product—and to have enough countries agree, because we do
need 85 percent of the membership to agree to any change in
quotas so that we could have a more reflective board of directors,
a more reflective set of membership shares. I think that the United
States has received a lot of welcome recognition from the devel-
oping world for taking this position. Certainly in Singapore, there
was much appreciation from many of the other countries, that we
were willing to take the step, because, of course, we had to approve
this, given our veto power over quota increases. And so, being an
early advocate of this, and being a very constructive participant in
these discussions last summer—and they will continue this year, as
well, as we try and reach agreement among the membership; [
hope, sometime this year or by early next year.

Thank you.

Senator MENENDEZ. Let me ask you about debt relief. Since
1996, the IMF has been participating in the Heavily Indebted Poor
Countries. There are some—that were heralded as a positive thing.
There are critics now raising concern about the success of debt-re-
lief programs. What do you believe are the successes and failures
of the program?

Ms. LuNDSAGER. Mr. Chairman, [ think the program has been a
very big success in a number of the countries that have benefited
from it, because it has freed up domestic resources that, instead of
paying back the international institutions, or paying back bilateral
governments, they have used to devote increasing their domestic
spending on a lot of basic human needs: health, education, other
very important services for their own citizens.

At the same time, as part of the HIPC initiative, we look to coun-
tries to undertake a number of reforms. And I think what has ben-
efited a number of them is the measures they have taken along the
way as they’ve been trying to achieve—get to the completion point
and achieve the full measure of the debt relief. They've undertaken
a number of domestic reforms, in terms of how they prepare their
domestic budget. Countries have to prepare a Poverty Reduction
and Strategy Program, where they reach out to the various seg-
ments of their population to develop a national strategy that var-
ious members of the population agree on, in terms of how they will
prioritize domestic spending, how they will allocate domestic re-
sources, as well as the resources provided by the major donors. It's
also been a vehicle for helping donors to coordinate better. This has
been a difficulty in a number of countries, having donors coordi-
nate. And so, it’s—I think it’s been an anchor for many of us, and
I think we have achieved quite a bit.

At the same time, we're facing the challenge now as countries—
we have—as we have greatly reduced the debt in a number of
countries—is to try and make sure that they don’t build up the
debt again. Once the debt has been reduced, they certainly appear
to be a good credit risk. And so, in many countries, we've tried,
through persuasion and, of course, those countries that are still on
IMF programs, to greatly limit, if not totally forego, any kind of
commercial debt—debt on commercial terms—and also to be very
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careful about even concessional debt they undertake so that we
don’t end up back in another highly indebted situation where we’re
then asked to reduce the debt again.

So, this is a very complex effort that we have to work with a lot
of the other creditors on, so—and the IMF and the World Bank
have worked closely together in coming up with an agreed debt
sustainability analysis strategy so that countries can more effec-
tively say to other creditors, “No, we can’t undertake that project
with that kind of financing. Can you please reconsider and make
it concessional financing or grant financing?”

So, this is the challenge, going ahead, is making sure that the
benefits we've reaped in the HIPC initiative are not lost and coun-
tries build up debt again.

Thank you.

Senator MENENDEZ. Mr. Debevoise, if you are confirmed, the sole
voting position, as I understand it, for the United States at the
World Bank, so it’s obviously rather important. And this always
happens when people who come from the private sector, you know,
are asked to perform public service. There are some challenges in
that process. I understand that you have performed legal services
for many foreign countries and entitics. And [ also understand you
pledge to try to take actions to make sure that all of the ethical
and legal processes are cleared in that process. Have you consid-
ered how—certainly, as being the only voting member, how you're
going to avoid the perceptions of personal biases towards countries
which you have a longstanding relationship with? Let's say, Brazil,
as an example. Have you given that thought, as you move forward?

Mr. DEBEVOISE. Thank you, Mr. Chairman.

Yes, I have certainly given that considerable thought. And I
think it's important that the nature of the financing work ['ve been
doing for some countries is understood. It basically consists of writ-
ing rather detailed descriptions of their economies in disclosure
documents that are publicly filed with the Securities and Exchange
Commission. But, yes, 'm going to abide by all of the require-
ments. And there is a procedure in place for an alternate to vote
the shares of the United States in those few cases where I may still
be subject to a restriction.

Senator MENENDEZ. A lot of people may not know that the bank
has actually worked somewhat in Iraq. [ don’t know if you've been
briefed on it, but [ was wondering about some of the reconstruction
projects that the bank has undertaken in [raq. There's been some
criticism about it as being too slow, the bank should be doing more.
[ was wondering if you had a view of that, if you've had an oppor-
tunity to formulate a view on that.

Mr. DEBEVOISE. Thank you, Mr. Chairman.

Obviously, that is a critical country, which has many economic
development needs. And, if confirmed, [ look forward to looking fur-
ther into what the bank is doing there. My current understanding
is that the bank manages a trust fund, which was established to
receive funds from donors, and that it is involved in managing
those resources, as, in fact, the bank does in many other post-con-
flict situations.

Senator MENENDEZ. Mr. Chin, I have questions for you, but I'm
going to yield to Senator Lugar first, and ['ll come back afterwards.
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Senator Lugar.

Senator LUGAR. Thank you very much, Mr. Chairman.

Mr. Lundsager, my understanding is that the IMF currently is
running at a loss. What should the IMF do to improve its revenues
or reduce its costs? Why does it matter? What is the nature of the
IMF with regard to profit or loss or cash flow? Can you describe
the current predicament?

Ms. LUNDSAGER. Thank you. Yes, I can, Senator.

The IMF is in a situation where you might say it’s a victim of
its own success, where, because so many countries that were bor-
rowing from the fund previously, and, therefore, paying us interest,
that enabled us to earn the income we needed to pay our adminis-
trative expenses to cover our budget. Well, since many countries
have greatly improved their debt situations, have been able to re-
access capital markets for years now, and turn to more domestic
forms of debt, they have paid back the fund. And some of them
have paid back early. So, we have very low levels of credit out-
standing right now; and, therefore, the income we're taking in from
loans is less than our administrative expenses, this current fiscal
year. So, we are running at a loss, this fiscal year, a small loss.
And, as a result, we are going to be drawing on our reserves.

Now, during the past several years, while the IMF was lending,
it built up reserves, retained earnings of $10 billion. So, we’re in
a very comfortable position to cover any losses, for the time being,
the next or two, while we sort out what the situation is. Will these
countries maintain the good policies that have enabled them to
avoid borrowing from the fund, or will they come back to the fund
in the future? We don’t know yet, so we’ll have to see how that
turns out.

And then, at the same time, we're undertaking a very important
effort, a number of the members of the fund, to try and contain the
expenditure side. And the managing director has been running a
very tight budget. I expect, in the next few years, it'll have to be
even tighter so that administrative expenses, the increase, is kept
at a very low level. As a matter of fact, they’re going to—there’s
going to be a bit of a real contraction at the fund over the next cou-
ple of years. But, for the time being, due to a very high reserves,
it won’t be a problem, and then we’ll have the time to sort out, over
the longer term, what the right solution is.

Thank you.

Senator LUGAR. Well, it’s an extraordinary situation that most
observers had not predicted. For example, the Russians have made
extraordinary payments to the IMF, and are very proud of that
fact, that revenues from energy resources have changed the whole
complexion of that. It is fascinating that because all of this money
was paid back unexpectedly, suddenly the revenues you had antici-
pated from the interest are gone, and your

Ms. LUNDSAGER. Exactly.

Senator LUGAR [continuing]. Portfolio has been reshuffled dras-
tically. I appreciate your response regarding the availability of re-
serves.

Ms. LUNDSAGER. Right.

Senator LUGAR. Let me ask you, Mr. Chin. This committee, as
perhaps you know, in discussing the Asian Development Bank, has
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cited specific cases in which we believe there had been substantial
corruption. Witnesses have traced the situation in which monies
would have gone to projects, but, in fact, the road didn’t get built
or the river was not dredged or whatever. How do you plan to keep
a sharp eye out on this? Has the situation matenally changed, in
your judgment? And, if not, how can leadership from the United
States, through your person, make a difference?

Mr. CHIN. Thank you, Senator Lugar, for that question.

Indeed, corruption and fighting corruption are critical issues that
we're going to have to continue the push forward. You know, if con-
firmed, that's clearly an issue that I'm going to keep focused on.
You know, today I've been briefed by some of the people at Treas-
ury, as well as the previous positions in the role that, if confirmed,
I would take up, including Ambassador Speltz, who clearly spoke
about some of the issues that he testified before you and the com-
mittee on previously. That’s clearly a critical issue. It will remain
a priority for me, should I be confirmed for this job.

Senator LUGAR. Well, thank you very, very much.

I'm going to yield to you, Mr. Chairman. I know the vote has
commenced on the floor, and perhaps you have additional ques-
tions.

Senator MENENDEZ. Thank you, Senator.

Mr. Chin, [ want to pursue the questions that I pursued with M.
Debevoise, because I just, for the record’s purposes, want to make
sure we have it clear. You, in your role—as a managing director
in your present role, [ understand that you have worked in, and
are working, on a team that serves Hong Kong among other items
promoting Hong Kong's commercial reputation and encouraging
foreign investment. I also understand you are currently registered
as a foreign agent for Hong Kong as part of that work. And I also
understand that contract’s going to close at the end of March and
that you’re taking steps to deal with both the legal and ethical
issues that may be involved with that. And I presume you will do
all the correct things in that respect.

Now, having said that, how will your past work, promoting the
economy and tourism of Hong Kong, be perceived, in your mind, by
others in the bank? And how will you manage the relationship with
Hong Kong in order to avoid being perceived as having a bias in
that context?

Mr. CHIN. Thank you, Mr. Chairman, for that question.

Yes, indeed, I am part of a team now, at Burson Marsteller, serv-
ing the Hong Kong Economic and Trade Office, a contract that does
end this March—the end of March. T have been in conversations
with both the committee members, staff, as well as the ethics offi-
cer, and the steps I'll be taking will include recusing myself for a
year on all matters related to the Hong Kong Government. Also, as
a further step, my alternate, if confirmed, Paul Curry—we've also
spoke—and he will be addressing any issues that would come up
related to Hong Kong, should they be—come before the board.

Senator MENENDEZ. Let me ask you—I'm glad to hear that—let
me ask you, with reference to your very significant resume. I'm try-
ing to see the connection between the development field and your
resume. And so, why don’t you share with the committee some of
your insights as to how you believe you’ll be able to meet the chal-
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lenges of the U.S. director at the Asian Development Bank, because
obviously its mission is to use the bank’s wherewithal to create de-
velopment opportunities inside of Asia.

Mr. CHIN. Absolutely. Thank you, Mr. Chairman.

If you look at my resume—and [ would—just to share a couple
of highlights of what [—the skills I think [ will bring, if confirmed
to the post, will include a very good understanding of the Asia-Pa-
cific region, as well as the management skills that are very impor-
tant, particularly in pushing our U.S. policy objectives with regards
to good governance, anticorruption efforts. Some of the specific ef-
forts I've been involved with in my present job include work, in
terms of rollout of codes of conduct, corporate governance issues,
and particularly leading our efforts in the area of corporate respon-
sibility, exploring that nexus of public-sector and private-sector
goals and needs, and where do they come together. This work has
ranged from development issues in Asia to development issues
based here in the United States, dealing with Asian issues.

Senator MENENDEZ. And I have one last question for you. In your
written statement, you mention the firsthand challenges posed by
the tremendous poverty that continues to persist in the region. In
your mind, as you move to this position, what’s the greatest chal-
lenge to addressing the poverty plaguing many of the people leav-
ing—living in Asia and the Pacific? And how do you see the role
of the bank coming into play in meeting that challenge?

Mr. CHIN. Clearly, Mr. Chairman, any dollar that, because of cor-
ruption, does not go to help address some of these development
1ssues, 18 a dollar wasted, a dollar lost. And I think the—a key role
of the exec director, if I were confirmed for that post, is really to
drive that issue. Where is the money going? And is the ADB being
accountable to where that money goes? Really, [ think that will be
my—one of my key focuses, if [ were confirmed as this position.

Senator MENENDEZ. So you see that as one of the major chal-
lenges for development taking place in the region?

Mr. CHIN. Absolutely. Absolutely. A dollar wasted, you know,
does not get to where we want it to be, in terms of either spurring
private-sector investment or ensuring a system in place that will
allow for development dollars to go

Senator MENENDEZ. And after that—

Mr. CHIN [continuing]. Where they need to be.

Senator MENENDEZ [continuing]. What would you say is the next
biggest challenge?

Mr. CHIN. One of the challenges also is the issue of cooperation
across borders. And one of the things that the United States has
been pushing for is greater regional integration initiatives in the
region so that, again, that money isn’t spent to duplicate issues,
whether one institution is funding something and another one
could also be funding.

Senator MENENDEZ. Senator Lugar, do you have anything else?

Senator LUGAR. No, thank you.

Senator MENENDEZ. All right.

Let me thank you, all, for testifying before the committee and,
of course, your willingness to serve the country. These are impor-
tant positions.
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The record will remain open for 2 days so that committee mem-
bers may submit additional questions to this panel of nominees, as
well as to the previous panel of nominees. And we would certainly
ask, if any member chooses to submit such questions, that the
nominees would respond expeditiously to those questions.

Senator MENENDEZ. With that, with no additional comments, the
hearing is adjourned. Thank you very much.

[Whereupon, at 4:30 p.m., the hearing was adjourned.]

ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

RESPONSES OF KATHERINE J. ALMQUIST TO (QUESTIONS SUBMITTED
BY SENATOR JOSEPH R. BIDEN, JR.

RULE OF LAW

Over the past decade. we've seen massive human rights violations across sub-Su-
haran Afvica. With some notable vecent exceptions, these crimes have gone
uninvestignted—much less prosecuted—Ileading to a climate of impunity that en-
courages future abusers.

Question. What can USAID do to strengthen the rule of law in Africa? Whiit type
of support are we providing in the justice and rule of law sectors in countries to
enhance their capacity to investigate and prosecute crime?

Answer. Rule of law is essential to democracy and rvepresentative government,
Laws provide the infrastructure that limits the absolute power of the stute, ensure
equal treatment of all citizens, and guarantee rvights, such as freedom of speech,
that are essential to the democratic process. For these reasons, USAID focuses on
strengthening the rule of law in several key African countries, In Liberin, Nigeria,
and Ethiopia, for example, USAID works with local universities and bar associations
to cxruml legal education for judges, prosecutors, and lawyvers, as well as supporting
mobile courts and legal resource centers to provide citizens with greater access to
justice. In South Afvica, USAID has facilitated public-private partnerships between

ey companies and the court system to erack down on white-collar erime. USAID
also supports the Zimbabwe Lawyers for Human Rights in providing legal protection
and counseling for hundreds of vietims of torture, violence, and other torms of state-
sponsored intimidation by the Mugabe regime.

In addition, USAID collaborates closely with other United States Government
agencies to deliver rule of law programs in Afriea. Most notably, USAID is imple-
menting components of the Women's Justice and Empowerment Initiative (WJED),
under the lendership of the Department of State and in collaboration with the De-
mrtment of Justice. The WJE] seeks to raise awareness about gender-based vio-
ence, strengthen legal frameworks and judicial systems to enforce women’s rights,
and provide care and treatment for victims of violence and abuse in four African
countries: Benin, Kenya, South Afriea, and Zambia. USALD expects to issue competi-
tive solicitations for the awareness raising and vietim support components in April.
USAID also collaborates with the State Department to combat, r‘rnf‘f{cking in persons
in Afrien, as well as administer the Democracy and Human Rights Fund, a small
ﬁl‘unts program that provided financial suppart to approximately 200 African

uman rights organizations in fiscal yemr 2006,

REsponsES OF JAMES R. KUNDER TO QUESTIONS SUBMITTED
BY SENATOR JOSEPH R. BIDEN, JR.

Question. In your current role as Acting Deputy Administrator, what are your
major responsibilities?

Answer. The Office of the Administyator sets the poliey and management agenda
for the ULS. Ageney for International Development’s economic and humanitarian as-
sistance programs. and ensures successful implementation of the ageney’s goals. The
office is responsible for providing leadership, strategic direction, and management
for the agency, which is managing more than $14 billion in United States foreign
assistance programs in Latin America, Europe, Asia, Africa, and the Pacific region.
My specific responsibilities as Acting Deputy Administrator are to assist the admin-
istrator in day-to-day management of USAID. In my Acting capacity. [ represent the
agency at interngency meetings, such as National Security Council meetings on
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issues ranging from Sudan, Kosove. and Afghanistan to avian influenza and
PEPFAR. Representing the administrator, I chair the Senior Management Group,
which oversees the selection and placement process for Senior Foreign Service offi-
cers at USAID. At the direction of the administrator, I convene senior managers to
discuss agency priorities and mechanisms to implement these priorities.

Question. What are the most important management concerns facing the agency,
and how are you trying to address them?

Answer. The LS, Agency for International Development must both respond to
major reconstruction and humanitarian challenges, like Afghanistan and the Sudan,
while maintaining a high priority on sustaining long-term development programs in
more stable environments. At the direction of the administrator, I have been en-
gaged in ensuring that program and personnel resources are correctly balanced be-
tween these two priorities. USAID is also reorganizing many internal procedures to
ensure the agency is structurally aligned to meet the new foreign aid priorities es-
tablished by the administrator in his role as Director of Foreign Assistance. In this
regard, [ have been working closely with Ambassador Tobias to examine, in con-
sultution with the Congress, the optimal structures for human resources, budgeting,
and office structure overseas. Finally, it is likely that USAID will eontinue to be
called upon to manage humanitarian, reconstruction, and stabilization activities in
conflict countries, and ensure the agency has the staff capacity and skill sets to
meet these challenpes. I have been working closely with collengues at the Depart-
ment of State {including the Office of the Coordinator for Reconstruction and Sti-
bilization), the Department of Defense, other U.S. Government agencies, nongovern-
mental organizations, and international organizations, on how best to meet the chal-
lenges USAID faces in conflict and post-conflict environments.

Question. How would you rate morale at the agency? If you consider that it is not
good, what measures are being taken to improve morale?

Answer. After 20 years of working in the development and reconstruction field,
[ remain an optimist about America’s role in the world, and about the importance
of the role assigned to the U.S. Agency for International Development. Most of my
USAID colleagues feel the same way. According to the 2006 Federal Human Capital
Survey, 888 percent of USAID respondents believe the work they do is important.
and 83.3 percent like their work. There is, however, u certain level of anxiety among
ageney employees at this time, related to the many changes the agency is experi-
encing in the context of ongoing foreign assistance reforms, One of my first avess
of emphasis since being appointed Acting Deputy Administrator has been, at the ad-
ministrator’s direction, to focus on human resources (HR) reform. Upgrading
USAID’s major HR systems is a priority. both to improve morale and to build the
agency to berter meet the challenges of the 21st century. In addition to institutional
reforms, I have been focused on better communicating to USAID personnel, both in
Washington and overseas, information on the current reform process, and its impact
on planning, designing, budgeting, and monitoring foreign assistance programs.

Queestion. What are your strengths and weaknesses as a manager? What steps are
you taking to improve areas where you consider that you have weaknesses?

Answer. In terms of strengths, I would bring, if confirmed, nearly 20 years of de-
velopment and international crisis management to this position. Eleven of these
years are with USAID, 3 years with an international nongovernmental organization,
and 3 years as a consultant to international organizations. This diverse experience
provides useful perspectives on the problems I am likely to encounter. In addition,
my service as an officer in the UU.S. Marine Corps provides useful background for
the frequent contact LISAID encounters with US. military forces. Among my man-
agement strengths, I care deeply about USAIDs mission as part of the U.S. foreign
policy process, and about USAF’TS staff, many of whont work in most trying cir-
cumstarices. [n terms of weaknesses, [ need to understand more thoroughly the fi-
naneial accountability systems in place at USAID, to ensure the taxpavers’ dollars
are being carefully programmed and accounted for. I have been working diligently
to understand these systems in more detail and, if confirmed, plan to devote addi-
tional effort to mastering these systems. In addition, although [ believe I appro-
priately delegate responsibilities, I need to ensure [ provide clearly documented
work objectives to subordinate managers, If confivmed, [ plan to invest additional
time in utilizing USAID’s annual ewl’rnuticm form system to ensure work objectives
for those [ manage are clear, achievable, and measurable,

Question. In the past decade. the agency has becomie more reliant on contractors
and had fewer direct hires. [s this a positive development, in yvour judgment? What
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mensures is the agency taking to ensure that contractors are fulfilling administra-
tion and congressional policy objectives?

Answer. As noted in the question, USAID has limited direct hire resources. In the
early 1960s and 1970s USAID's budget and staffing were aligned to allow the divect
hire workforee to actually implement programs in developing countries. More re-
cently, realignment of U.S. Government budget and program priorities has led to
a reduction in our direct hive workforce implementing programs, and the increased
use of contracts, grants, and Amevican Personal Services Contyactors. USAID aims
to strike @ balance between limited resources and required expertise with owr mix
of direct hives and contract staff. Our contractors provide cutting edge technical
knowledge and surge capacity to address inoreasingly complex and urgent problems
in inereasingly dangerous aveas. Our direct hire workforce continues to be respon-
sible for inherently governmental duties. such as policy making and spending deci-
sions.

USAID follows broader Federal procedures on rule-making and policy develop-
ment that assure transparency and consultation with the public. Policy is promul-
gated to our workforce through general notices and training, reinforced with vigi-
lance from geneval counsel. contracting officers, controllers, and our technical and

rogram staff. Contractor compliance is assured by the monitoring of contractor per-
ormance and compliance. We also follow up and assess through an Evaluations Di-
vision in our Office of Acquisition and Assistance. Our ombudsman is available to
contractors and grantees to respond to their concerns. As a final check, auditors re-
view costs incurred and compliance as part of an annual review and through the
close-out process.

[n implementing OMB Circular A=76, [ISATD is examining whether specific out-
sourcing drrangements continue to effectively and efficiently serve our implenmienta-
tion needs. The administrator has recently réquired a review of Washington-based
institutional contracts and is requiring implementation of efficiency measures as
these contracts come up for renewal.

Question. What do you believe is the role of labor programming in advancing the
promotion of democracy?

Answer. Labor programming can promote democracy in the following ways:

» By building the capacity of civil society organizations such as labor rights
groups, legal advocacy networks, trade uniens, and labor nongovernmental orga-
nizations (NGOs) toe promofe and monitor core labor standards, which strenpth-
en the rule of law and access to justice.
By strengthening the capacity of government institutions such as labor min-
istries and inspectorates, and labor courts to promote and monitor core laubor
standards and adjudicate labor grievances, which contributes to good govern-
ance and the rule of law,
By strengthening the capacity of democratie, independent lubor unions and or-
sanizations for poliey analysis, advoeaey, organizing. coalition-building, intermal
demoeratic governance, and membership representation and services; and im-
proving organizational and financial capacity to ensure sustainability of these
capacities.
¢ By supporting the mobilization and organizational activities of trade unions to
sripower people Lo luke Lheir own decisions, ensuring that the voice of the
working poor 1s heard when decisions which affect their lives are made, and em-
powering workers to be active citizens with rights, expectations, and respon-
sibilities.
By strengthening the democratic culture of labor unions to act as incubators of
demoeratic values, practices, and behaviors, including tolerance, inclusion. elect-
ing and holding accountable union leaders, demanding and exercising voice in
licy, and other decisions which affect the membership.
* By supperting free and fair elections and political processes through workers’
awareness and voter turnout campaigns, disseminating information, education,
and promoting public debate, especially among women and other disen-
franchised groups; participating in observation, monitoring, and external over-
sight of elections and other political processes; communicating with, contacting,
and interacting with puliticalil parties toward gaining their endorsement of work-
ers’ interests.
By supporting the interaction of democratically elected trade union leaders with
national and local government officials in representative and partivipative proc-
esses (especially tripartite processes) designed to effectively identify and re-
spond to workers’ preferences for government services and policy positions.
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Question. The President's budget request, for fiscal year 2008 shifts funds from the
DA account to the ESF account, and also shifts alternative development funding in
the Andean rvegion from the ACI account to the ESF account. What is the rvationale
for this shift? What will be the effect of the Nethercutt amendment veluted to the
International Criminal Court, if it is enacted as part of the fiscal year 2008 appro-
priations act?

Answer. ln the fiseal year 2008 budget request, we sought to maximize the use
of account authorities and establish clear priorvities in support of effective implemen-
tation of foreign assistance programs. We, therefore, matched accounts with country
circumstanees and the priorities the county categories are designed to address.

This means that, overall, funding for Development Assistance (DA), which has
traditionally supported poor countries that demonstrate performance or a commit-
ment fo development, has been prioritized to Developing and Transforming coun-
tries. Economic Support Funds (ESF), which focus primarily on providing economic
support under special economic, ?nliticnl. or security conditions, has been priovitized
to support activities in the Rebuilding and Restrictive Country Categories.

The intent in shifting funds from DA to ESF is to dvaw cleaner lines around their
use, as identified by country characteristics. These cleaner lines allow us to justify
to Congress why we have requested amounts for each account. The shift is in no
way reflective of a reduced priovitization of development activities, To the contrary,
total funding in the three objectives supporting long-term development mcrveased by
approximately 100 million from fiseal year 2008 levels in the fiscal year 2008 budg-
et request.

In the fiscal year 2008 budget request, we have allocated $192.5 million in ESF
for Alternative Development, which was previously funded with the Andean
Counterdrug Initiative (ACI) aceount. This shift provides a clearer distinction be-
tween the uses of funds for “hard side” (ACI-funded) and “soft side” (ESF-funded)
activities in support of our counternarcotics objectives in the Andes.

If the Nethereutt amendment appears in the fiscal year 2008 appropriations act,
we will carefully examine programs that might be affected and we will make rec-
ommendations to the President to waive this prohibition where necessary. In accord-
:l.l:]{:l%_ with this provision, we will notify Congress of the exercise of any waiver au-
tharity.

Question. What is your view on the importance of competition in contracting?
Please provide information on the percentage of contracts that were subject to full
and open competition in fiscal years 2004, 20056, and 2006,

Answer. Full and open competition is the standard for USAID contracting. Com-
petition ensures that USAID programs benefit from the best products and services
offered at competitive marker prices. On occasion, the standard of full and open
competition cannot be met due to the urgent nature of the technical program re-
quirement. However. in all such cases, USAID requires justification for the level of
competition used, most frequently accompanied by review and approval by higher
management in accordance with law and regulation.

The percentage of contracts, expressed in percent of total dollars, subject to full
and open competition in fiscal year 2004 was 93 percent, and in fiscal year 2005,
94 percent. We are still gathering data on figures for fiseal year 2006,

RESPONSES OF KATHERINE J. ALMQUIST TO QUESTIONS SUBMITTED
BY SENATOR RICHARD G. LUGAR

FOREIGN ASSISTANCE REFORM

There has been considerable effort to positively transform the foreign assistance
budget provess in the last year. This effort. spearheaded by Ambassador Randall
Tobias—the administrator for the Ageney for International [.")ﬁvelupment as well as
the Director of Foreign Assistance—is intended to ensure the experience and assess-
ments of our embassy staff in the field is effectively incorporated in the budget de-
velopment cyele. Given that this is a new and ongoing reform process:

Question. Whit has been your experience with the transformation and reform ef-
fort from the field? How might it be improved?

Answer. Senator Lugar, as Sudan Mission Director during these early stages of
the reform process. [ have already witnessed better policy coherence and budget in-
tegration as a result of the foreign assistance reform effort.

United States Charge d’Affaires in Sudan, Cameron Hume, appointed me as the
overall coordinator of the fiscal year 2007 Sudan Operational Plan. In that capacity,
I managed the integration of most State and USAID resources into one plan—in-
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formed by one set of priorities—that the Embassy Khartoum country team shaped
in detail and ultimately the Charge and [ both approved. The process helped to
identify what United States Government assistance is doing in Sudan (the vast ma-
Jority of which is programmed by USALID or State). We have alveady seen further
efficiencies in program management and more strategic targeting of assistance
around the overall objectives of consolidating the Comprehensive Pence Agreement
and stabilizing Darfur.

This is the first time both Washington and the field have gone through this oper-
ational planning exercise, and there s still room for improvement. In my experience,
the foreign assistance reforms provide Washington an opportunity to shape country
strategies and put in place country programs that better promote our foreign policy
and foreign assistance goals and objectives. At the same time the country teams at
Post huve u greater voice in determining what assistance is given. whether
Washington- or field-managed, and to what end. In the case of Sudan, and | believe
many other countries in Afrvica, this first round of fiseal year 2007 planning brought
the country teams in Washington and the field closer together in understanding the
issues and priorities for United States Government assistance. | believe the process
can be refined and expanded to ensure that our assistance is targeted, but still ve-
sponsive to locally identified priorities and realities.

Question. How do you ex;:ect this reform to affect United States development ini-
tintives in Africa over time?

Answer. | fully expect that the reforms we are undertaking will increase the effec-
tiveness of our investments. We are already seeing a greater focus on straregic pri-
orities, a more rational way of alloeating resources toward those priorities, and a
more comprehensive und comprehensible system for tracking and reporting rvesults.

Because the new inteprated budget planning model is based on the totality of
USAID and Stave Department vesources, it allows us to be more strategic and tar-
Eeted in our assistance decisions. For example, [ believe that the reform further en-

anees our ability to foeus our resources on key rebuilding countries, like Sudan,

Liberia. and the Democratic Republic of Congo, which are emerging from long peri-
ods of conflict, and key regional anchor states like Ethiopia, Kenya, South Africa,
and Nigerin.

We must tailor development programs to the unique nesds of ench recipient coun-
try in reaching the transformational diplomacy goal. This focus on country eir-
cumstances is important as we implement programs around the continent. As [ dis:
cussed in my testimony. | believe that Africans must bear the ultimate responsi-
bility Tor “solving” the problems of Africa. | am, therefore, encowrnged by the foeus
on individual country progress. The ultimate gonl of transformational diplomaey is
to support recipient country efforts to move from a relationship defined by depend-
ence on traditional foreign assistance to one defined by full sustaining partnership
status. To achieve that goal under the new Strategic Framework for Foreign Assist-
anee, resources were allocated to the areas that would best support individual coun-
try progress. The result was a country-driven allocation for the fiscal vear 2008
budget. Africa is not homogenous, and | greatly look forward to working in partner-
ship with other donors and African nations as we move forward with our develop-
ment programs.

Question. How has USAID mobilized to ensure this reform effectively addresses
recoptized wenknesses i the coordination and cooperation of U1.S. Government
agencies in the implementation of our foreign assistance?

Answer. Under the leadership of the Divector of Foreign Assistance. we have de-
veloped an integrated budget and operational planning system that brings all
USAID and State Department players together to program resources and plan and
coordinate our implementation efforts.

In most cases, | believe that ambassadors turned to USAID mission directors for
guidance and advice in planning and implementing assistance. In the field. mission
directors were recognized as the experts and were given an opportunity to shape our
strategic plans in each country.

To improve coherence across all U.S. Government foreign ussistance, the fiscal
year 2008 budget submission was formulated in comsultation with the Millennium
Challenge Corporation and the Office of Global Aids Coovdinator. We took their esti-
mated fiscal yemr 2008 disbursements into account in our country levels to ensure
that our activities complement theirs.

With respect to the rest of the U.S. Government, Ambassador Tobins has been
working with the Department of Defense (DoD) to improve communications and co-
ordination. In addition, our field missions have just finished writing their fiscal yenr
2007 operational plans, which deseribe how they will spend their tiseal year 2007
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funding and the results they expect to receive. Posts have been requested to account
for all U.S. Government resources in-country in these plans, which gives us the
first-ever comprehensive look at U.S. Government programs in a given country. In
Washington, as the operational plans are undergoing veviews, Dol) is participating
on 4 case-by-case basis,

As the reform solidifies, it is my hope that the interagency coordination will in-
creasingly foeus on our common goal, using a common framework and common defi-
nitions.

AFRICOM

Question. The Department of Defense has divected that their agency begin to de-
velop a new regional command ealled AFRICOM. Although its ultimate home is yver
to be determined. the makeup of this command is mooted to be more innovative—
to inelude expertise from other non-Dol) agencies.

What eoordination has oceurved between USAID and DolVLTSAID and State on
the development of AFRICOM? What is planned?

Answer. The Department of Defense invited USAID to participate in the planning
for U.S. Africa Command (AFRICOM) in November 2006. I understand that within
severnl days, the agency dedicated several staff to work with the AFRICOM Imple-
mentation Planning Team in Washington, DC. At present, we have several staff
working on the AFRICOM Transition Team in Stuttgart, Germany, and we have ad-
ditional staff providing “reach back™ aurppm‘t. from Washington. The Department of
Defense has been very supportive of USAID participation. | believe that our staff
has been able to effectively vepresent development issues and objectives in Africa.

This process builds on ongoing cooperation with DoD in the areas of humanitarian
assistance, disaster response, and security sector reform.

Question. How might the establishment of an AFRICOM facilitate or hamper your
assistance efforts in African countries?

Answer. As the principal United Stares apency extending assistance to countries
recovering from disaster, trying to escupe poverty, and engaging in demoeratic re-
forms, USAID recognizes that AFRICOM can play a supporting role for foreign as-
sistance objectives in Afviea. We also recognize that the establishment of such a
command and USAID engagement is consistent with the U.S. National Security
Strategy (March 2006), which clearly reiterates that, “Development reinforces diplo-
maey and defense, reducing long-term thveats to our national seeuvity by helping
to build stable, prosperous, and peaceful societies.”

In particular, it is our understanding that an established AFRICOM will include
interagency civilian positions of substanee and vesponsibility to ensure future co-
ordination and collaboration. Although the planning is still in the early stages, our
staff is working closely with our colleagues in the Department of Defense and De-
partment of State to ensure that the eventual command has an efficient integrating
mechanism for interagency staff. An effective organizational structure and full-time
opportunities for USAID staff can provide an opportunity to enhance coordination
in Africa; inerense overall coherence: leverage resources for greater impict: improve
communication; and share best practices. For example. when fully capable,
AFRICOM will provide an ideal platform, when needed, for USAID regional disaster
officers to coordinate military support to humanitarian crises on the continent re-
sulfing in a more rapid and focused U.S. Government response.

If confirmed, I will work closely with AFRICOM to ensure that our activities are
coordinated as we all work together toward the goal of transformational diplomacy
in Africa.

RESPONSES OF JAMES KUNDER TO QUESTIONS SUBMITTED
BY SENATOR RICHARD G. LUGAR

AFGHANISTAN AND PAKISTAN REGIONS

Question. Given the limited development on both sides of the Afghan-Pakistan
barder, what United States development and humanitarian assistance is targeted at
the border regions including the Federally Administered Tribal Areas (FATA) in
Pakistan?

Answer. The United States has developed an integrated strategy for the develop-
ment of Pakistan’s Federally Administered Tribal Areas (FATA).

The U.S. mission in Islamubad believes very strongly that all new development
assistance focused on FATA should be consolidated as part of the “peace and secu-
rity” objective within the current operational plan. However, despite the close co-
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ordinating with the GOP on the curvent program, USAID has been careful not to
lay down an everly preseriptive set of requirements, as these would adversely affect
our broader strategic aims. The GOP is central to the success of these initiatives,
The attached fact sheet gives an overview of current activities in the FATA.

INoTE. The information referved to appears at the end of this set of questions and
answers.]

In addition to these activities, USAID believes an additional amount of $150 mil-
lion a year will be avuilable for the next 5 years—pending Congressional approval.
If so, the following interventions in the FATA, with the exception of item four, will
represent major expansions of our current development activities in that region, The
capacity building of the FATA Development Authority and FATA Seeretariat would
be new activities to facilitate more efficient and transparent provision of services to
the FATA by the GOP.

» Education.—Increasing scholarships and expanding the school construction pro-

gram.

» Health.—Expansion of current maternal and child health interventions and
HIV/ALIDS as appropriate.

Economic Growth.—Expansion of the current micro-credit programs and small-
seale economic activities such as horticulture or jewelry manufacture.
o Capaeity Building of the FATA Development Authority and FATA Secretariat.

Question. Does it make sense to consolidate United States assistance in the Af-
ghanistan-Pakistan border areas to more realistically address cross-border infra-
structure requirements such as roads, and greater area development in what is a
very ethnically homogenous zone?

Answer. Although the border region is ethnically Pashtun, there are a number of
fissures within this group—based along tribal and clan loyalties, as well as regional
ﬁel‘spﬂutives. Even the language spoken on both sides of the border is different—

akistani Pashto shows a strong Urdu influence, while Afghan Pashto incorporates
that country’s lingua franea, Dari. The language also has two major dialects—east-
ern and southern variants. Thus, what may appear to be a homogenous group of

eople is often subtly or very obviously fractured. Although there are people who
Eave‘ relations or connections on both sides of the border, one cannot assume that
this is true for the majority of the population.

Political considerntions—especially the strained relationships between the coun-
tries—are also o factor in mounting ettective cross-border programs, Differing cus-
toms and regulatory laws as well as competing national agendas may preclude un-
dertaking certain economic activities,

Despite these social and ecultural challenges, USAID, in both Pakistan and Af-
ghanistan, is maximizing the effect of its development programs by implementing,
an each side of the border, activities in education, health, economic growth, and ca-
pucity building. The practical effect is that these programs complement each other.

Based on lessons learned over the Inst several years about implementing develop-
ment programs in the region, USAID is working to maximize I;Ee effect of the U.S.
Government effort in the earrent civeumstances, and we are anticipating that this
approach will help to pave the way for consolidation of the region’s development ef-
fort. This is our goal.

FOREIGN ASSISTANCE REFORM

Question. What has been your experience with the transformation and reform ef-
fort from Washington? How might it be improved?

Answer, In my time as assistant administrator (AA) for the Asia and Near East
Bureau (ANE), and then as acting deputy administrator, [ have observed incrensed
policy coherence, budget integration, und an elevated seat for development at the
wlicy table. For the first time under the veforms initiated by Ambassador Tobias.
State, and USALD officinls sat at the same table to plan each stage of the fiseal year
2008 budget. Input was sought at both the staff and senior management levels, Sec-
retary Rice hersell’ van the final reviews of the budget by region. In my previous
experience in leadership roles at USAID, the level of involvement of USAID staff
and leadership has never been as integrated as it was in setting the fiscal year 2008
budget request.

As one would expect, the fivst time avound in any process has kinks and arveas
that can be improved. A thorough “after-action review” is currently underway to as-
sess arens where the process may be improved for fiscal year 2009, If confirmed,
[ ook forward to working elosely with Ambassador Tobias and members of the com-
mittee to improve the process.
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Question. How do you expect this reform to affect U.S. development initiatives in
general around the world and over the long-term?

Answer. One of the primary goals of the reform is to focus on country progress,
It is my hope that, in the future, U.S. development initiatives will be more grounded
in country need, expected results, and sustainability. One of the ways we are work-
ing to achieve this is through the development of the Foreign Assistance Frame-
work, the standard program structure and definitions, and the common indicators.
These taols will allow us to track consistently across USAID and State the outputs
of our foreign assistance efforts. Qur ability to provide details about who is spending
U.S. Government funds, what they are spending it on, and what results we expect
to achieve will allow me, if confirmed. to have greater uversight of our programs
around the world and to measure what is working, what isn't, and the opportunity
costs of shifting funds among programs.

Our end goal is to work ourselves out of a job. As Ambassador Tobias often says,
“It 1s about them, not about us.”

Question. How has USAID maobilized to ensure this reform effectively addresses
recognized weaknesses in the coordination and cooperation of U.S. Government
agencies in the implementation of our foreign assistance?

Answer. Interagency cooperation is essential to the success of implementing for-
eign assistance. Certainly. we have come a long way in the past couple of years.
Under Ambassador Tabias™ leadership, the fiscal year 2008 budget request was de-
veloped as an integrated process (both USAID and the Department of State) and
in consultation with the Millennium Challenge Corporation,

One of the primary tools we are using to improve coordination and ensure ac-
countability under the reform is the opevational plan. Our field missions have just
finished writing their fiscal year 2007 operational plans, which describe how they
will spend their fiscal year 2007 funding and the results they expect to receive. Mis-
sions have been requested to account for all LS. Government vesources pro-
prammed by all U.S. Government agencies in-country in these plans, which gives
us the first-ever comprehensive look at U.S, Government programs in a given coun-
try. MCC is also participating in the reviews where they have key programs, with
the intent of assuring linkages.

USAID has an Office of Military Affairs, created to linise with the Department
of Defense (DoD). As an agency, we ave trying to ensure that, despite many organi-
zational and cultural differences. we are able to communicate effectively and coordi-
nate with our colleagues at DoD. Additionally, Ambassador Tobias has been working
with DoD very closely on a number of issues at a high level.

One recent development that [ believe will greatly enhance the coordination
among U.S. Government agencies is the strategic alignment of S/CRS and the Office
of the Director of Foreign Assistance (DFA). The alignment of S/CRS and DFA is
an ‘t?‘:})pm‘tlmity to streamline roles, reduce duplication, and strengthen the mandate
of S/CRS. By combining the S/CRS coordinafor’s reconstruction and stabilization
planning and operational mandate with the funding authorities of the DFA, he will
better ensure that activities and programs are appropriate and coherent.

Question. How will this process affect the ability of Congress to conduct its over-
sight of foreign assistance, particularly that assistance administered by USAID?

Answer. Under the leadership of Ambassador Tobias, we have developed one
standard ‘“‘development dictionary” that links activities to Secretary Rice’s goal of
transformational diplomacy. Common indicators have been developed for each of the
programs defined and these indicators track, for the first time, consistently across
USAID and State the outputs of our foreign assistance funds.

The definitions and indicators are captured in one system that tracks funding.
programs, and indicators that will be able to tell us who the implementing part-
ner(s) are. what program is being implemented, and what vesult USALD expects.

It is my hope, and that of Ambassador Tobias, that these new systems and new
transparency of information will allow the Congress to more easily perform its over-
sight role.

Question. How is the fiscal year 2008 budget different from previous foreign as-
sistance budgets because of the new strategic fiumewaork utilized by the Office of
the Director of Foreign assistance? How do you think these changes will improve
our ability to meet our foreign assistance goals?

Answer. The fiscal veur 2008 request reflects a different approach to buildin,%r the
budget from previous years’ methmﬁﬁ. Most notably, for the first time ever, the $20.3
billion of U.S. foreign assistance under the authority of State and USAID were inte-
grated into one joint budget submission. This year, USAID delivered its complete
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Jjustification to the Hill just one week after the President released the hudget. There
are six principles that governed the prioritization of the fiscal year 2008 budget re-
quest.

We integrated planning based on the totality of U.S. Government resoirces

Over 100 interagency teams, organized by country, were rasked with ensuring
that all State and USATD resources were coordinated, mutually supportive, and tar-
geted to the achievement of shaved objectives. Every member of each team had a
clearly laid out goal: To alloeate funds to programs that would best advance the
transformational diplomacy gonl—to help build and sustain well-gpoverned states
that meet the needs of their people. reduce widespread poverty, and conduct them-
selves responsibly in the international system,

The teams looked at the totality of resources available to a country’s budget and
made determinations about appropriate and fiscally responsible use of funds to sup-
port priorities. Investments from the President’s Emergency Plan for AIDS Relief
and the Millennium Challenge Aceount were taken into account when allocating re-
sources.

We focused on country progress

The ultimate goal of transformational diplomacy is to support recipient country
efforts to move from a relationship defined ‘.J)y dependence on traditional foreign as-
sistance to one defined by full, sustaining partnership status.

In past budget vears, much of the budget was bui[)r, not by country, but by sector.
Therefore, what drove many country programs wasn't the specific country need as
much as a set global amount for a sector ﬁ‘lat needed to be met. This vear, the coun-
try teams were given an overall tnrget number for each country, rather than by ac-
count or sector.

These teams had at their disposal data on the status of country progress against
independent indicators assessing poverty, human capacity, life expectancy, govern-
ance, and barriers to economic growth. They had the new strategic framework for
LLS, foreign assistance, which outlines interventions according to countries’ common
development situations. They were asked to allocate funds Fm' objectives and pro-
grams that would best advance individual conntry progress. The result was a coun-
try-driven allocation for the fiseal year 2008 budget.

We invested in states critical to long-term regional stability and prosperity

In the fiseal year 2008 budget request, 51 percent of Department of State and
USALD program assistance resources are concentrated in rebuilding and developing
countries. These are the countries that are farthest away from sustaining partner-
ship status as measured by instability, poverty, human capacity, life expectancy,
governance, and barriers to economic growth, These states can be either critical bar-
rviers to vegional stability and suecess in the global war on tervor or states that, with
continuing progress, ean serve as anchors for regional stability and prosperity. We
need to work with these governments to help them strengthen their institutions to
make their progress permanent.

We focused on demand-driven interventions that are critical levers for sustainable
progress and transformation

Funding is increased to programs tarpeted to improving governance and demo-
cratic participation, programs mitigating diseases that threaten the human and eco-
nomic capacity of countries to progress on their own, programs that expand access
to and improve the quality of education, and programs r.halt enhance economic op-
portunity and the skills needed to participate in the global economy. The request
15 the result of a demand-driven process that asked experts to prioritize limited ve-
sources on the basis of the most signifieant levers that will help countries
rogress—and to focus vur resources so we can achieve real impact. Wli!len we ean
beus our resources, we enhance the ability of @ country to gain enough strength and
stability in one area to sustain further progress on its own,

We allocated fitnds intended for country programs to country-level budgets

To empower our mission divectors and ambassadors to design and implement pro-
prams that would have an effective and sustainable impact, the reform process
maximized resources implemented at the country level into country-level budgets.
Resources within global or regional budgets that had been planned for specifie coun-
tries were accordingly shifted to those countries’ budgets and planned together with
other country-based support.

Recognizing that not all foreign assistance is most effectively implemented on a
country basis, and that issues that rranscend a single country’s borders are best ad-
dressed as part of a global or regional strategy. significant funds remain in regional
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and global accounts, but, across State and USAID, these accounts see an average
35 percent decrease from this process.

We matched accounts with country circumstances and the priorities the county cat-
egories are designed to address

[n the fiscal year 2008 budget request, we sought to maximize the use of account
authorities and establish clear priorities in support of effective implementation of
foreign assistance programs.

This means that, overall, funding for development assistance, which has tradition-
ally supported poor countries that demonstrate performance or a commitment to de-
velopment, has been prioritized to developing and transforming countries. Economic
Support Funds (ESF), which focus primarily on providing economic support under
special economic, political, or security conditions, have been prioritized to support
activities in the rebuilding and restrictive country categories.

The intent in shifting funds from DA to ESF is to draw cleaner lines around their
use, as identified by country characteristics. These cleaner lines allow us to justify
to you why we have requested amounts for each account. The shift is in no way re-
flective of a reduced prioritization of development activities. To the contrary. total
funding in the three objectives supporting long-term development increased by ap-
proximately 3100 million from fiscal year 2006 levels in the fiscal year 2008 budget.

In summary, the fiscal year 2008 budget request reflects a more integrated, sys-
tematized approach to the budget than that developed in previous years. [ believe
that the result will significantly enhance our ability to both identify and mest for-
eign assistance goals.

Question. Although the Director of Foreign Assistance has authority over all State
Department and USAID aid programs, some programs, such as the Millennium
Challenge Corporation (MCC), remain outside the scope of the Director’s responsi-
bility. How does USAID coordinate its efforts with those of the MCC? To what ex-
tent will USAID country objectives and projects change in MCC compact countries?
How have they changed in the past?

Answer. In the fiscal year 2008 budgeting process, State and USAID country
teams took into account projected fiscal year 2008 MCC Compact disbursements
when considering the totality of individual country budgets and to make determina-
tions about appropriate and fiscally responsible use of funds to advance the trans-
formational diplomacy goal.

In countries with MCC Compacts, USAID resources have been reprioritized to en-
sure complementary programs with the MCC Compact and amplify results. The
process is specific to each country. For example, in Honduras, funds for economic
growth activities have increased, particularly in trade, investment, and private sec-
tor competitiveness in order to complement the MCC program. In Ghana, funds
have been shifted to enhance the capacity of local government responsible for imple-
menting MCC compact programs.

In countries that qualify for the MCC Threshold Program, USAID plays the lead-
ing role in the design and implementation of programs approved by the MCC Board
of Directors, in close coordination with MCC. USAID and MCC work very closely
and collegially throughout this process and are currently implementing 11 Thresh-
old Country Programs together.

Question. 1 am concerned about the decline in funding for developrent-oriented
food aid under Publiec Law 480 title II, and about our priorities for food assistance
overall. How will the new strategic framework implemented by the Office of the Di-
rector of Foreign Assistance affect our food assistance programs?

Answer. Due to the unpredictable, but large number of major emergencies, we
have not always been able to fund fully ongoing Public Law 480 title II non-
emergency programs. However, in fiscal year 2006 we increased funding for Public
Law 480 title [I nonemergency programs. The new foreign assistance framework
will help achieve these goals by bringing U.S. foreign assistance resources together
in a strategic and integrated fashion at the country level, thereby helping to better
integrate Public Law 480 title IT with other U.S. foreign aid funding sources, allow-
ing for more effective and multisectoral interventions that address the overlapping
themes of poverty and hunger and the underlying factors that cause them. The
broader set of development programs can thus be more comprehensive in scope and
complementary in nature, with food aid serving as only one tool of many working
together to address the chronic causes of poverty and hunger in the most food-inse-
cure countries.
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WOMEN’S JUSTICE AND EMPOWERMENT INITIATIVE

Question. In 2005, President Bush announced the launch of the Women’s Justice
and Empowerment Initiative, which would set aside $53 million over 3 years to
fight Viollence agninst wormen in four African countries. What is the status of this
initiﬂlﬁive? How much money has either been obligated or expended for this pro-
gram?

Answer. The Women's Justice and Empowerment Initintive (WJEI) is overseen by
the Department of State’s Bureau of Afvican Affairs (AF) with support from the Bu-
reau for International Narcotics and Law Enforcement Affairs (INL), and imple-
mented by the Department of Justice (DOJ) and USAID. For the first years imple-
mentation, $21.9 million has been identified from prior year reprogrammed funds.
USAID and the DOJ are making progress on solidifying their program designs and
strat{)egic priorities in the four WJEI countries of Benin, Kenya, guuth Africa, and
Zambia.

INL and DOJ have begun expending WJEI program funds in support of joint as-
sessments to all four WJEL countries. FNL is finalizing bilateral letters of agreement
with host countries on criminal justice and prosecutorial assistance and training
programs developed as a result of these assessments.

USAID expects to issue competitive solicitations for inereasing awareness and vic-
tim support in April, The $5.4 million currently available to USAID will be obligated
once the competitive solicitation is complete in early summer.

We are confident that all of the program components will spon be in place to meet
WJEI program expectations for fiscal year 2007 and fiscal year 2008,

OVERVIEW OF CURRENT ACTIVITIES IN THE FATA
EDUCATION

School construction and furnishing

USAID is helping incrense school envollment by constructing and furnishing 65
primary, middle, and high schools in five agencies within the FATA. With 21 schools
completed, 31 schools are currently under construction in the agencies of Khyber,
Bajuar, Kurram, Mohmand, and Orakzai. Construction of 13 remaining schools is
scheduled to begin in April 2007, Sanitary and drinking water facilities are added
by a grant frem the U.S. Department of Defense for $S800,000. The Embassy of
Japan has partnered with USAID and is responsible for constructing an additional
65 schools using USAID's design. USAID has provided $6.5 million to the Pakistani
firm. Associates in Development, to construct and fiurnish these boys and girls
schools, (Beginning Date: May 18, 2004-End Date: May 31, 2007)

Scholarships for pre-service teacher education

Forty scholarships are being awarded to females from the FATA to attend a 1-
yeur pre-service teacher education program in Khyber agency. This program is ex-
eeted to help provide trained teachers for givls' schools loeated in the FATA. The

ssearch Triangle Institute (RTD was awarded $60,000 to administer the 20062007
scholarship program. Last academic year, 17 USAID-financed femuale teachers grad-
uated the l-year program. (Beginming Date: September 1, 2005-FEnd Date: Sep-
temiber 30, 2007)

ECONOMIC GROWTH
Micro-credit

Through Khushalibank (KB), USAID is establishing stund-alone bank branches in
all seven sgencies within the FATA. To date, two bank branches are operational,
one in Khyber agency and one in Kuwrram agency. KB's expansion info the FATA -
is i S-year, S0 million program that also ineludes the provision of approximately 80
smuall infrastructure schemes as community development projects valued at approxi-
mutely $2.500 each; higher education opportunities through the provision of 30
scholarships for master’s degrees in business and/or management: and, the provision
of 50,000 loans valued at approximately $250 each. (Beginning Date: September 30,
2005~End Date: September 30, 2010)

Competitiveness support

USAID is providing rechnical support to private sector-led working groups in the
marble and granite sector to improve production and inerense profits. The program
also helps the industry identify and implement workforee development initintives
through Common Training Facility Centers. Khyber and Mohmand agencies are
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benefiting from the project which is implemented by the U.S. firm Nathan/J.E. Aus-
tin, (Beginning Date: February 8, 2006-End Date: February 6, 2008)
Reconstruction Opportunity Zones (ROZs)

An assessment to help inform decision makers on the possible scope and feasi-
bility for future ROZ opportunities in the FATA has been completed. ROZs are pro-
posed to bring investment, employment, and economically viable livelihoods to Paki-
stan/Afzhanistan border areas (FATA, Azad Jammu Kashmir, Balochistan, and
North West Frontier Province). RO%s may also provide an incentive for Pakistan to
contribute to regional stability while providing a unigue opportunity for the two gov-
ernments to work collaboratively on economic investment.

HEALTH

Child health

USAID is improving the quality and availability of child health services through-
out all seven agencies within the FATA by enhancing the knowledge and skills of
health eare providers as well ns strengthening existing facility-based and commu-
nity-based child health facilities. Additionally, USAID is increasing community
knowledge and neceprance of key child health services and behaviors through intro-
ducing behavior change and communication strategies. Resouree centers at agency
headquarter hospitals will be established in the agencies of Mohmand and Khyber
beginning in March 2007, with roll out to remaining agencies over the coming
months. In September 2006, Save the Children, U.S, was awarded S11.5 million to
implement this 3-yenr program. (Beginning Date: October |, 2006-End Date: Sep-
tember 30, 2009)

Water [ sanitation

USAID is improving water and sanitation facilities in 190 girls’ schools in Khyber
and Mohmand agencies. In addition, activities ave underway to provide hygiene and
sanitation education to community members and parent tencher associations to in-
crease knowledge, attitudes, and practices at the school and household levels. [n Oc-
tober 2005, UNICEF was awarded $400,000 to implement this 2-year program. (Be-
ginning Date: October 1, 2005-End Date: December 31, 2007)

USAID is also partnering with the Government of Pakistan to implement Presi-
dent Musharraf’s Clean Drinking Water Initiative in the agencies of Bajaur,
Mohmand, and Kurram. With the government responsible for construction of water
treatment plants, USAID will support these efforts through capacity building and
training in operations and management of the plants, water resources management,
cost-racovery schemes, water quality resting technologies. and the promotion of good
hygiene behavior and sufe sanitation practices. In October 2006, Abt Associates was
awarded 316.5 million for this nationwide. 3-vear program. Implementation within
the FATA is anticipated for mid-2007. (Beginning Date: October 1, 2006—-End Date:
September 30, 2008

Infectious disease control and prevention

As part of a national polio eradication program, USAID supports both UNICEF
and WHO to implement their polio immunization campaigns and surveillance in all
seven agencies of the FATA.

Rrspronses oF JAMES R. KUNDER TO QUESTIONS SUBMITTED
BY SENATOR RUSSELL D. FEINGOLD

FISCAL YEAR 2008 BUDGET REQUEST

Question, In your last heaving, vou said that you believed Ambassador Tobias had
“a tlear cut understanding of both the need to meet immediate ULS. foreign policy
challenges, but also long-term development challenges” in the USAID and State ve-
structuring process. Sinee vour hearing, the President has released his budget rve-
quest for UUSAID and State and we have seen what the new budget structure actu-
ally looks like. Do you helieve that the budget adeguately addresses the immediate
and long-term investments that need to be made to enhance our national security?

Answer. [ believe the fiscal year 2008 budget attempts to strike an appropriate
balance amang development objectives to address immediate and long-term invest-
ments to enhance our national security.

As you are awiare, the new Strategic Framework for Foreign Assistance cat-
egorizes each country receiving LS. foreign assistance based on common traits and
places them on a trajectory to measure their development progress against stand-
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ardized indicators. The country categories are largely explained by their category
name: rebuilding. developing, transforming, sustaining partnership, and restrictive.

In the fiscal venr 2008 budget request, 51 percent of Depurtment of State and
USAID program assistance resources are concentrated in rebuilding and developing
countries. These are the eountries that are farthest away from sustaining partney-
ship status, ns measured by instability, poverty, human capacity. life expectancy,
yavernance, and barriers to economic growth—all eritical barriers to regional sta-

ility and suceess in the global war on tervor,

We have seen the risks that “ungoverned spaces” can pose to our national security
and to their regiomal neighbors; we are also very awave of the costs of these
“ungoverned spuces” to their own citizens, States like Somalia, Afghanistan, Sudan,
and the Demoeratic Republic of the Congo ave among the poorest in the world, Their
citizens are among the least able to aceess basic needs—including security.

At the same time, to transform the development landseape, we need to focus on
developing states such as Nigerin, Ukraine, Georgia, Pakistan, Jordan, and Indo-
nesia—states that are on the cusp of transitioning to economie, political., and social
self-sustenance, and that. with continuing progress, can serve as anchors for re-
gional stability and prosperity. We need to work with them to help them strengthen
their institutions to make their progress permanent., '

Question. How is USAID preserving the humanitarian and poverty alleviation
focus of its work while under the new budget and structure?

Answer. The focus of the Secretary’s transformational diplomacy agenda is to con-
centrate owr diplomatic and foreign assistance resources on helping to build and
sustain democritic, well-governed states that respond to the needs of their people,
reduce widespread poverty and conduct themselves responsibly in the international
system. Kxplieit i the goal is the United States’ commitment to reducing wide-
spread poverty and addressing other barrviers to fulfilling human potential, while
recognizing the central role that good and responsive governance plays in address-
ing these concerns sustainably. In the fisenl year 2008 budget request, funding for
the three objectives that support long-term development—governing justly and
democratically, investing in people, and economic growth—increases by 20 percent
over fiseal year 2006 levels, the last year for which we have completed allocations,
When humanitarian assistance is added, the collective goals represent 85 percent
of the fiscal venr 2008 budget, whereas in fiscal year 2306. they represented only
61 percent of the fiscal year 2006 foreign assistance budger. We are doing more than
presevving the humanitarian and poverty alleviation focus of our work under the
new budget and structure; we are enhancing it.

TOP-DOWN V8. BOTTOM-UP DESIGN

Question. The fiscal vear 2008 Congressionul Budget Justification states that
USAID intends to focus on demand-driven interventions, but alsa lists five strategic
priovities to guide U8, assistance. How will you veconcile the desive to pursue 1S,
objectives with a respect for ench individual country’s own muin concerns?

Answer. Outsiders cannor, with sustainability, secure cirizens’” health and safety,
educate a critical mass, or ereate the conditions needed for economic growth—all of
which are necessary for development, and all of which are primarily the responsibil-
ities of a nation’s own government. The transformational tlliplm'mu:jfr wil’s emphasis
on sustainability heightens the necessity of the on-the-ground ﬂml'(‘i’i\'ﬂltinn thit is
done every day by our embassies and missions with the host government, other do-
novs and local groups. Based on the new conntry-driven process, we have priovitized
resources to the aveas that we believe will promote and sustain long-term country
progress. In the fiscal year 2008 budgetr vequest, funding is incrensed to programs
targeted to improving governance and demaocratic participation. programs mitigating
diseases that threaten the human and economic capacity of countries to progress on
their own, programs that expand necess to and improve the quality ulpadl.l.mitin-n.
and programs that enhance economic opportunity and the skills needed to partici-
pate in the global economy. These resource allocations reflect the wisdom of our
interagency teams of country experts.

[n areas where there is not agreement between the U.S. foreign assistance goals
and the host government priovities, most notably in restrictive countries in democe-
racy programs and media freedom programs, an effort is made to work with local
community groups to build host country capacity.

POST-CONFLICT ASSISTANCE

Question. During your nomination heurin{; in the 109th Congress, you said that
we need to strike a balance between State, USAID, and the Department of Defense
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in the area of post-conflict work. I would be interested to hear more about what you
think that balance looks like. Specifically, what does USAID need to do to remain
an equal partner in post-conflict assistance efforts?

Answer. USAID is pleased that development is receiving the emphasis it deserves
in the post-conflict avena. This is in recognition of the fundamental role of economice,
social, and institutional development in promoring stability and combating conflict,
including insurgency. To remain an equal partner, it is critical that USAID partici-

ate at all levels of the (LS. Government civilian-military assistance effort from

udget formulation and straregy development through operational planning in the
field. USAID has a particular perspective on economic and social reconstruction as
well as institutional strengthening that we can only leverage if we are at the table
where these decisions are made.

AGENCY OVERLAP

Guestion. The House report of the fiscal vear 2007 Foreign Operations Appropria-
tions bill (H.R. 5522) expressed concern that the Office of Military Assistance’s
(OMA) responsibilities would *overlap . . . with other components of the United
States Government, including the Oftice of the Coordinator for Reconstruction and
Stabilization at the Department of State.” Please comment about this concern and
what you'll do to ensure OMA efforts don’t overlap with other offices.

Answer. USAID is part of the overall U.S. Government response that may be co-
ordinated by S/CRS. Per the guidance of the Secretary of State, S/CRS has primary
responsibility among the civilinn agencies for coordination with the Department of
Defense, particularly with regard to larger-scale crisis response. However, USAID
has a particular requirement for day-to-day coordination with the Dol) in program
implementation.

The Office of Military Affairs (OMA) was created to focus on specifie tasks: train-
ing of USAID personnel in preparation for assignment to conflict areas where there
is a significant military presence; adapting USAID policy and guidance to serve the
requirements of National Security Presidential Directive-44 spell out; coordinating
USAID participation in military exercises and joint training; and facilitating DoD
linkages with field missions in program implementation. Each of these tusks is car-
ried out in close eoordination with our S/CRS colleagues and the functions of the
two offices do not overlap.

OTI

Question. As ['ve mentioned before in this committee, I am a strong supporter of
the Office of Transition Initiatives (OT1). It provides fast, flexible, short-terny assist-
ance turgeted at key political transition and stabilization needs and in my mind de-
livers a significant value for the small level of resources we give it. I'm concerned
that. we don't use OTI enough, though, particularly given the nature and number
of countries facing transition. What will vou do to make sure OTl—and other parts
of USAID—¢an respond to opportunities to facilitate successful transitions to sta-
bility around the world?

Answer. The Office of Transition Initiatives (OTD) has played a crucial role in the
United States Government response to urgent political transitions in countries all
over the world. including Iraq, Afghanistan, Sudan, and Haiti.

When it was created in 1994, it was meant to be a small and agile mechanism
through which the United States could positively influence transitions in key coun-
tries. It has lived up to its mandate, and we are seeing growing utilization of OTI
and the creative programming it has developed. In addition to managing the Transi-
tion Initiatives account, OTI itself has been asked to manage three times more
F‘mgram dollars, on average, over the past 5 years—from aceounts including the

Seonomic Support Fund, Development L.t. stance, and International Disaster and
Famine Assistance, among others. This should be seen as a reflaction of substantial
reliance on this critical office.

With regard to the larger USAID response to demoeratic transitions around the
world, there has been a united approach to bolster the agency’s overall capacity to
respond to these new challenges. As purt of this effort, OTI created effective pro-
gramming (we need an example—see helow) that the USAID missions have highly
valued and adopted into their own portfolios upon OTU's departure. In fiscal year
2006, for example, OTT handed over six programs or mechanisms it had ereated to
USAID missions, allowing the work to continue in kk'lﬁt-cl)l‘lﬂit:t environments. In
Irag, the OT] program included targeting community improvement work projects in
poor neighborhoods that had been fertile grounds for recruitment by insurgents. The
program design, which engaged susceptible youth in productive activity and thus re-
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duced the likelihood of them ‘pm"rici ating in violence, was adopted us a gensral
strategy by the mission when OTL left in 2006, In Haiti, OT1 programming focused
on Port-an-Prince neighborhoods that had experienced high rates of gang-velated vi-
olence. The OTI activities fostered better community ties among local citizens and
with the government, and had 2 diveet impact on veducing loeal violence and buying
time for democracy to take voot. The US:\F D mission adopted the OT] program upon
its completion in 2006, and continues community-building activities in order to re-
duce gang-related violence i vulnerable neighborhoods in and avound Port-au-
Prince.

RESPONSES OF KATHERINE ALMQUIST T0O QUESTIONS SUBMITTED
BY SENATOR RUSSELL D. FEINGOLD

U.8, ABSISTANCE FOR AFRICA

Question. While I am pleased that this administration is following through on its
promise to substantially increase United States assistance to Africa, | am eoncerned
that nearly all of the almost 32 billion increase between fiscal year 2006 and fiseal
year 2008 is going toward health initintives, specifically PEPFAR and the Presi-
dent’s Malaria® Initiative. These additional funds come at the expense of other “in-
vestments in people” as you eall them—such as educavion, social and economic serv-
icss, and protection for vulnerable populations. How will you ensure that United
States assistance remains balanced to meet the needs of specific African countries
and populations?

Answer. One of the primary goals of the foreign assistance reform is to focus on
country progress. We must tailor development programs to the unique needs of each
recipient country in veaching the transformational diplomacy goal. The aim of trans-
formational diplomacy is to support vecipient country efforts to move from o rvela-
tionship defined by dependence on traditional foreign assistance to one defined by
full sustaining pavtnership status. To achieve that goal under the new Strategic
Framework for Foreign Assistance, resources were allocated to the aveas that would
best support individual country progress, The result wis a country-driven allocation
for the Hiscal year 2008 budget.

In past budget years, much of the budget was built not by country, but by sector,
Therefore. what drove many country programs wasn't the specific country need as
much as an overall funding level for a sector that had to Le- met., This vear, the
country teams weve given an overall target number for each country, rather than
by account or sector. As you have noted. some programs like the President’s Emer-
peney Plan for AIDS Rehef (PEPFAR) and the President’s Malaria Initiative (PMI)
have established funding levels designed to achieve specific important public health
turgets. Most funding. however, was subjected to the new, country-driven allocation
Emcesﬁ so that the mix of sectors deemed most suitable by those in the field could

e identified for programming.

Question. Similavly, henlth investment in Africa will be unsustainable if it does
not. include local capacity-building. How will you support the development of na-
tional heath programs and infrastructure?

Answer, USAID views local capacity building as a critical part of all USAID pro-
grams, In the new Foreign Assistunce Framework, all health program elements con-
tain sub-elements that focus on the development of |1:ltimm.1I health programs and
infrastructure. All USAID missions support capacity building by promoting work-
foree training, strengthening procurement d i:itr'il!ml.i:m and management information
systems, promoting quality assurance, improving financing and financial manage-
ment, and strengthening surveillance systems, The PMI, for example, works to
strengthen national malarvia control programs, within the context of Ministries of
Health National Health Plans, and builds eapacity for country ownership of malavia
control efforts. The PMI will soon luanch the Malaria Communities Program to
build independent, sustainable malavia-control projects in Afvica by providing grants
to African Non-Governmental Organizations (NGOs) and faith-based groups to sup-
port their malavia-control work. PEPFAR supports similar programs,

INTERAGENCY ROLE

Question. You have expressed a commitment to interagency cooperation to ensure
that U.S. assistance is consistent and productive, What do vou see as USAID’s eom-
parative advantage within this structure and what potential threats do you foresee
to USAID's effectiveness in these nrens?
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Answer. Under the leadership of the Director of Foreign Assistance, we have de-
veloped an integrated budger and operational planning system that brings all
USALD and State Department players together to program resources and plan and
coordinate our implementation efforts.

In most cases n the field, ambassadors turned to USAID mission directors for
guidance and advice in planning and implementing assistance. Mission directors
were recognized as the development experts and were given an opportunity to shape
our assistance plans in each country.

With respect to the rest of the U.S. Government, Ambassador Tobias has been
working with the Department of Defense (Dol)) to improve communieations and co-
ordination. In addition, our field missions have just finished writing their fiscal vear
2007 Operational Plans, which describe how they will spend their fiseal year 2007
funding and the results they expect to receive. Posts have been requested to take
into econsideration all U5, Government resources in-country in rhese plans. giving
us the first-ever comprehensive look at 1S, Government programs in a given coun-
try. In Washington, as the Operational Plans are undergoing reviews, DoD is par-
ticipating in many Africa reviews, and the Millennium Challenge Corporation is also
participating in the reviews where they have key programs, with the intent of as-
suring linkages.

As mentioned above, I helieve USAII's comparative advantage is our experience
on the ground as the premier development agency of the U.S. Government, It is im-
perative thar USAID stays on the cutting edge, vemains committed to results, and
continues to change and develop with world events. If confirmed, | intend to commit
the Africa bureau to these goals.

BENEFICIARY CONCENTRATION

Question. Fifty-six percent of the fiscal year 2008 budget request will go to just
eight African countries; please explain the reasoning behind this rising concentra-
tion of U.S. assistance to a few countries singled out as being “eritical to long-term
regional stability and prosperity?”

Answer. Senator, as | understand it, the fiscal vear 2008 budget request was in-
deed priovitized to states eritical to long-term regional stability and prosperity. In
Africa, the budget request reflects a strategic focus on rebuilding states that ave
emerging from crisis, that present eritical barviers to vegional stability, and that
have strategic importance to the vegion and to the LS, Government. After Sudan
and Liberia, other key vebuilding states such as the Democratic Republic of Congo
and Somalia were given priority. Additional focus was given to vegional anchor
states: Ethiopia, Kenya, South Afviea, and Nigerin. These eight countries, as you
note, make up 56 percent of the budget request.

1 believe that foreign assistance in the pust has been oo diffuse. With a thousand
agendas embedded in our foreign assistance programs, our development impnet was
often diluted and untbeused. [t is important to note that we do a great deal of good
with our development portfolio. Someone, some community, always benefits from the
services we provide. But that is not the point. The real question is, whether we are
achieving sustainable impact. We are attempting to give people what they need to
sustain further progress on their own.

Question. Do you expect this trend to continue?

Answer. [n consultation with Congress, we've made a strategic decision to focus
our resources for maximum impact. [ believe it is appropriate for us to channel the
greatest proportion of our assistance toward countries that are key U.5. Govern-
ment priorities, ensuring that we achieve significant results in those key countries.

GOOD GOVERNANCE

Question. In countries where the ruling government is corrupt andior undemo-
crutic, how do you intend to balance the competing priorities of fulfilling humani-
tarian needs while encouraging good governance?

Answer. USAID distributes humanitarian assistance to save lives in emergency
situations without regard to the political performance of the government of the af-
fected country. Through USAID and its partners, the U.S. Government remains the
largest donor of humanitarian assistance to Afvica. For example, in fiscal year 2006,
USAID distributed over $1.043 billion in emergency food aid to Africa, including
more than $370 million to Sudan. USAID channels most of its humanitarian assist-
ance through reputable international NGOs or through U.N. disaster relief agencies,
such as UNICEF and the World Food Program.

Over the longer term, USAID also works to improve governance and promote
democratic reforms in many of the same countries that receive humanitarian assist-
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ance. Often operating against a backdrop of civil strife, USAID programs have pro-
vided support for the development and restoration of civil Iiﬁerties and human
vights by strengthening the m‘e of civil society. politieal parties, independent media,
and other nongovernmental actors to advocate for veform and hold their govern-
ments accountable. These gonls are compatible with the delivery of humanitarian
assistance throngh NGO or multilateral partners, Humanitarian assistance some-
times creates opportunities for dialog with the host country, and allows the U.S.
(fovernment to operate in countries where our good governance activities would not
otherwise be welcomed.

SUDAN

Question. After being involved in the negotiation of the Comprehensive Pence
Agreement, you were tasked with supporting the monitoring and implementation of
this accord on hehalf of the USAID. While there has heen notable progress, many
of the most central premises of the agreement remain unfulfilled due to the obsti-
nacy of the National Congress Party. How have you sought to press officials in
Khartoum to abide by their commitments under the CPA?

Answer. Although the Department of State has the lead in handling diplomatic
initiatives with the Government of Sudan and the National Congress Party (NCP),
as the United States Government representative to the Assessment and Evaluation
Committee (AEC), 1. along with other donor representatives on the committee, have
sought to hold the NCP to its commitments under the CPA by engaging in frank
discussions with representatives of the government on the committee, and by using
the AEC as a means to openly and regularly discuss delays in implementation and
other challenges to continued progress in CPA implementation. In addition, the
international community has used the annual convening of the Sudan Consortium
to take stock of progress on the CPA.

The consortinm met last week for the second time, bringing together 38 delega-
tions from the international community and civil society, At the meeting, partici-
pants raised coneerns over the slow pace of CPA implementation, specifically point-
ing towwrd the lack of clarity with respect to the border separating North and
Southern Sudan. and the national elections in 2009, Through USAID's assistance
I)rugmm to Southern Sudan, we have srnuitht to strengthen the ability of the Sudan
People’s Liberation Movement (SPLM) to be a viable partner in the CPA and to be
an effective advoeate for the agreement in its role both as the party of the Govern-
menl of Suuthern Sudin ad ioits power-sharing role with the NCP in the Govern-
ment of National Unity. While the international cotmunity, including the United
States, can and will continue to highlight violations, obstructions, and other chal-
lenges to the implementation of the CPA, in the long run the most effective force
for change will be the Sudanese people themselves, We believe that it is eritical to
strengthen eountervailing forces such as the SPLM, helping them to fulfill their role
and bring peace to Sudan.



