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NOMINATION OF HON. REUBEN JEFFERY III
TO BE UNDER SECRETARY OF STATE FOR
ECONOMIC, ENERGY, AND AGRICULTURAL
AFFAIRS

TUESDAY, JUNE 12, 2007

U.S. SENATE,
COMMITTEE ON FOREIGN RELATIONS,
Washington, DC.
Jeffery, Reuben, III, to be Under Secretary of State for Economic,
Energy, and Agricultural Affairs

The committee met, pursuant to notice, at 4:25 p.m., in room
SD—419, Dirksen Senate Office Building, Hon. Robert Menendez
presiding.

Present: Senators Menendez and Lugar.

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

Senator MENENDEZ. Today, the committee meets to consider the
nomination of Mr. Reuben Jeffery. The President has nominated
Mr. Jeffery to be the Under Secretary of State for Economic, En-
ergy and Agricultural Affairs.

We want—as he approaches the witness table, we want to con-
gratulate you on your nomination. We look forward to hearing from
?mu this afternoon. I know were, shortly, going to welcome our col-
eague Senator Chambliss, who has joined us, to—who will be join-
ing us, was here a few minutes ago, and is wrapping up, in the In-
telligence Committee, some questions that he has in that venue—
to introduce Mr. Jeffery.

And, as we wait for him to come back, since I know we have a
busy agenda, let me recognize myself for an opening statement,
then T'll recognize Senator Lugar, and, by then, we should have
Senator Chambliss here.

Mr. Jeffery, you've been nominated to serve as the Under Sec-
retary for Economics, Energy and Agricultural Affairs. If con-
firmed, you would be the senior economic official at the State De-
partment, and you will have the challenge of helping to lead the
Department on a wide range of issues, including investment, fi-
nance, agriculture, trade, energy, telecommunications, aviation,
and transportation. This broad portfolio requires you to work with
Secretary Rice and others to analyze how our current policies and
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our relationships with other countries can best serve our common
goals in the areas I've just mentioned.

This position as Under Secretary would give you jurisdiction over
many important issues facing the Congress and the country today.
And so, I'd like to take a moment to touch on a few of these mat-
ters.

In this era of globalization, the stability of our economy is intrin-
sically linked with our trade practices. As transnational business
continues to expand, the Congress and this administration must
work to establish trade pelicies that not only support our economic
interests, but also ensure that vital labor and environmental pro-
tections arc sccurcd. It’s my hope that, if you are confirmed, you
will use your position in the State Department to help achieve
these goals.

As an economic powerhouse, the United States must use its eco-
nomic weight wisely. The position that you have been nominated
for would include work with our sanctions program in dealing with
countries like Iran and Sudan. [ am a strong supporter of economic
sanctions as a tool of diplomacy, and I would expect the next Under
Secretary to be actively engaged in this crucial issue as you work
with your colleagues at the Treasury Department.

Over the next 2 weeks, the Senate plans to examine new ways
to increase our energy self-reliance and promote the development
of alternative energy sources. As the Under Secretary who has ju-
risdiction over that area, you would have the responsibility of ad-
dressing the economic and political challenges facing our energy se-
curity. During this era of record gas prices and conflict in the Mid-
dle East, the complexity and importance of this task cannot be
overstated. I know that the distinguished Senator, full member
of—ranking member of the full committee, Senator Lugar, has been
very involved in this issue, and [ know that he shares my concern
that the United States must do more to promote our energy secu-
rity.

And, finally, earlier today this subcommittee examined the issue
of U.S. foreign assistance and the challenges facing the current re-
form process, referred to as the “F” process. If confirmed, you
would work in collaboration with other State officials on matters
such as developing the annual foreign assistance budget, setting
America’s development agenda, and advising Secretary Rice on the
Millennium Challenge Corporation issues. The issue of U.S. foreign
assistance 1s of importance to many members of this committee,
certainly to me, and I am hoping that greater leadership will be
taken on this issue in the future than we have seen in the past.

Important—it’s very important to reduce poverty as part of the
work of Multilateral Development Banks, such as the World Bank
and the IMF. These institutions face many challenges, and I plan
to take a critical look at the role of these and other multilateral
institutions in the near future.

The issues that my subcommittee handles overlap greatly with
the work of the Under Secretary for Economics, Energy and Agri-
cultural Affairs, and, should you be confirmed, I hope that we
would have a fine working relationship so as to address some of the
issues ['ve just discussed.
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And, finally, Mr. Jeffery, I know that you've had a successful ca-
reer in the private sector. You've spent the past few years in the
public sector, and I want to thank you for your service. This hear-
ing will provide an opportunity to not only examine your past work,
but to learn more about your goals and vision for the position
which you have been nominated. I appreciate having had the op-
portunity to speak with you in the past about your nomination to
this post, and I look forward to exploring more of the issues that
we previously discussed.

With that, let me turn to Senator Lugar for whatever statements
he may have.

OPENING STATEMENT OF HON. RICHARD G. LUGAR,
U.S. SENATOR FROM INDIANA

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

I join you in welcoming Reuben Jeffery to the Senate Foreign Re-
lations Committee. As a member, and former chairman, of the Ag-
riculture Committee, and as a farmer, I've had an intense interest
in the performance of the agency he currently heads, the Com-
modity Future Trading Commission. [ applaud the work Chairman
Jeffery has done on that post, and I am encouraged that President
Bush has nominated a candidate with such diverse experience to
be Under Secretary of State for Economics, Energy and Agricul-
tural Affairs.

The State Department post requires a range of managerial and
substantive experience that very few candidates possess. The nomi-
nee would be the principal advisor to the Secretary of State on
matters of economic energy, business, and agricultural policy, and
would coordinate and supervise implementation of that policy. I've
often spoken of the need to draw talented individuals from the pri-
vate sector into public service, and, given the potential loss of pri-
vacy, the reduction in pay, the financial restrictions, the other com-
plications, government service often holds little attraction for men
and women who have built thriving careers in the private sector.
As you pointed out, Mr. Chairman, the nominee before us is one
who has made personal and financial sacrifices to pursue difficult
?ssignments in the service of our Nation, including time spent in
raq.

Chairman Jeffery entered Government service from the partner-
ship of Goldman Sachs, where his achievements included managing
the London and Paris offices. He served as special advisor to the
president for Lower Manhattan Development, then went to work
for the Coalition Provisional Authority in Iraq, before returning to
Washington as the senior director for International Economic Af-
fairs on the National Security Council.

Chairman Jeffery’s impressive experience in the private sector,
and the versatilities he demonstrated in his public service, led the
President to nominate him for this position. In my conversations
with Chairman Jeffery, he has demonstrated a facility for the
broad range of topics related to international economic policy. In
my judgment, United States strategic objectives in the world are
unlikely to be achieved if progress is not made on the policy issues
that Chairman Jeffery would oversee. We need progress on expand-
ing trade relationships, improving the performance of the multilat-
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eral development banks, and bolstering international agricultural
cooperation. These are areas where the United States should be
leading the world to new accomplishments that strengthen global
economy.

Of particular importance 1s the energy component of the job.
During the past 2 years, this committee has examined rigorously
the national security threats associated with the U.S. dependence
on foreign energy sources, and testimony from 13 hearings in the
109th Congress pointed to the inescapable conclusion that our en-
ergy vulnerability threatens a broad range of United States foreign
policy goals, including preventing weapons proliferation, over-
coming terrorism, promoting international development. Govern-
ments control as much as 79 percent of the world’s oil reserves, and
production-and-supply decisions are often made for political rea-
sons. Meanwhile, high oil prices are emboldening hostile govern-
ments. This Congress continues to debate our future role in the
Middle East, yet our options are limited by the fact that our econ-
omy is dependent on steady supplies of oil from that region.

Despite the centrality of energy to our diplomacy, State Depart-
ment capacity in this area has often suffered from inattention and
split authorities across the Department. Yel, there is reason for op-
timism. 'm encouraged that the full Senate is now set to consider
legislation I introduced in March 2006, the Energy Diplomacy and
Security Act, which aims to reinvigorate U.S. energy diplomacy and
strengthen our security. Already, Secretary Rice has taken the ini-
tiative to implement a new international energy coordinator posi-
tion contained in my legislation, and has embarked on valuable ini-
tiatives with Europe and Brazil. The next Under Secretary for Eco-
nomic, Energy and Agricultural Affairs must play a major role in
addressing the risks and opportunitics presented by the energy
challenges that confront us.

I appreciate Chairman Jeffery’s enthusiasm for this part of the
portfolio, and his eagerness to work with our committee. I'll look
forward to an excellent partnership that advances United States
energy security and diplomacy.

Thank you, Mr. Chairman.

Senator MENENDEZ. I'm pleased to welcome Senalor Chambliss
to the committee, and recognize him now for his introduction of Mr.
Jeffery.

STATEMENT OF HON. SAXBY CHAMBLISS,
U.S. SENATOR FROM SOUTH CAROLINA

Senator CHAMBLISS. Thank you very much, Chairman Menendez
and Senator Lugar. I appreciate the opportunity to come here today
to introduce Reuben Jeffery III, nominee for Under Secretary of
State for Economic, Energy and Agricultural Affairs.

I've known Reuben for several years now, and [ cannot think of
an individual who is more prepared for this position than is Reu-
ben Jeffery.

He has—as both of you have alluded to, has had many positions
in this administration, both in very high-profile positions, as well
as just getting out there and getting work done, as he did with Am-
bassador Bremer in Iraq. And what a terrific job he’s done every-
where he’s been asked to serve.
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He was nominated to the chairmanship of the Commodities Fu-
tures Trading Commission by President Bush on May 17, 2005.
This nomination was considered by the Senate Agriculture Com-
mittee, which I chaired at that time. I'm very pleased to say that
Mr. Jeffery’s nomination sailed through the committee, and he was
confirmed by the Senate June 30, 2005. Senator Lugar, obviously,
as a member of that committee, supported his nomination there.
I'm certain this committee will also find every reason to move for-
ward expeditiously to confirm this nomination.

In addition to the issue—to the background that you have both
alluded to, Mr. Jeffery also spent 18 years working for Goldman
Sachs, where—and he was managing partner of Goldman Sachs in
Paris.

Now let me tell you about Mr. Jeffery, what he did, and the way
he approached his chairmanship at CFTC.

He had a background in the financial community, but CFTC op-
erates in a very unusual way because of the commodities and the
issues that come before the CFTC. What this guy did was to do his
homework like no other public servant I've ever seen. CFTC is ex-
tremely complex, and—it doesn’t deal with buying and selling
stocks and bonds, it deals with commodities, and commodities,
some of which Senator Lugar grows, and he knows how complex
this—these issues of commodity trades can be. And not only did he
have responsibility for regulating the commodity markets, but also
to make sure that the folks who operated on those markets did so
in a way that was fair to consumers, because consumers are the
ultimate beneficiaries of the regulatory process. And this regu-
latory process at CFTC is just so complex. But Reuben Jeffery real-
ly delved into it immediately. He and I had numerous conversa-
tions early on, even prior to his confirmation, and he was already
doing his homework then, to be prepared to take over the chair-
manship of the CFTC. And [ was just extremely pleased of the
hard work that I saw going into place before he became chairman.

As we had the opportunity to work together over the past few
years, he’s always had the best interest of the CFTC at heart, as
well as the industry, when considering hearings, rulings, as well as
other business. It's been a pleasure working with him, and he’ll be
missed at CFTC. T'll have to tell you, when he called me a couple
of months ago, and told me this was in the works, I wasn’t particu-
larly excited about it at that time, because were in the midst of
trying to get CFTC reauthorized, and he has played such an inte-
gral role in helping negotiate and move that process through the—
through both the House and the Senate.

But to this position he’s going to bring a broad-based, fair-mind-
ed perspective, serving as the Under Secretary of State for Eco-
nomic, Energy and Agriculture. I recommend him highly to this
committee, and I'm just very pleased that youre moving his nomi-
nation forward today. And [ thank you for the opportunity to say
something about a guy who’s become a dear friend.

Thank you very much, Mr. Chairman.

Senator MENENDEZ. Thank you, Senator Chambliss. That was a
very strong recommendation.

Unfortunately, Senator Schumer wanted to be here today, but is
not able to be here to give his introduction, as well, of Mr. Jeffery,
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so I'd like to ask unanimous consent to add Senator Schumer’s re-
marks into the record. Without objection, it will so be entered into
the record.

[The information previously referred to appears in the Additional
Material Submitted for the Record section at the end of this hear-
ing.]

Senator MENENDEZ. So, it's now time to turn to the nominee.

Chairman Jeffery, you have an opportunity toe proceed with your
opening statement. If you have family members here, we'd love Lo
have you introduce them to the committee. And, in the interest of
time, we’d ask you to keep your testimony to about 7 minutes.
We'll include your entire statement, for the record. And the time
18 NOW yours.

STATEMENT OF HON. REUBEN JEFFERY III, NOMINEE TO BE
UNDER SECRETARY OF STATE FOR ECONOMIC, ENERGY
AND AGRICULTURAL AFFAIRS

Mr. JEFFERY. Perhaps I could—should begin, Mr. Chairman—Mr.
Chairman and Senator Lugar, members of the committee, let me
begin by introducing my family members who are here, and recog-
nizing a couple of other people.

I'm not sure where they are, but somewhere in here is my wife,
Robin, my son, Ben, and my father, also Reuben, and I thank him
for being here. That’s three of us here, Reubens.

In any event—and I'd also—I'm also particularly touched to have
with me my two fellow commissioners at the CFTC, Commissioner
Mike Dunn and Commissioner Walt Lukken, with whom I've
worked extensively over the past couple of years, in the context of
our ongoing work at the Commission.

With that, I'll begin my statement.

Mr. Chairman, Senator Lugar, members of the committee, thank
you for holding this hearing and inviting me to appear before you
today. It’s an honor and a privilege to be here as the President’s
nominee to be Under Secretary of State for Economic, Energy and
Agricultural Affairs.

I'd like to begin by thanking President Bush and Secretary Rice
for the honor and privilege of being nominated and for the oppor-
tunity to serve the American people in this important position. And
thank you also, Senator Chambliss and Senator Schumer, for your
remarks and your friendship over the years.

As the committee is well aware, national security and economic
well-being are inextricably linked. Helping to develop and promote
the conditions for economic opportunity internationally is critical to
the creation of stable, peaceful, and prosperous communities
around the world. Programs that help the world’s most vulnerable
and encourage economic and self-reliance must be a core compo-
nent of U.S. foreign policy. This is especially crucial in vulnerable
areas, such as Africa and Latin America, where our strong engage-
ment can help break the cycle of poverty and despair.

Prior to 9/11, I had spent my career in the private sector, includ-
ing a decade living and working outside of the United States. From
that experience, I came to appreciate the transformative power of
open and competitive markets and the relationship between good
government and economic opportunity. I also learned something



341

about how to see our country through the eyes of others. Whether
resented or respected, awed or envied, the economic well-being of
the United States is a standard to which most others aspire. We
are a great country, but—to which much has been given, but from
which much is expected. As such, we have an obligation not only
to advance our own economic interests overseas, but also to support
the growth and development of others. Pursued strategically, these
two cbjectives can be mutually reinforcing.

For the past 5 years, I've had the privilege of working in the U.S.
Government in a variety of capacities, several of which were re-
ferred to by Senator Lugar and Senator Chambliss in their very
kind opening remarks. If confirmed as Under Secretary, I will draw
upon these various experiences in the private sector and in Govern-
ment in working with my State Department colleagues to focus on
three principal objectives:

e First, leverage the resources of the U.S. Government and the
private sector to encourage pro-growth economic policies and
create the conditions for economic opportunity and poverty re-
duction around the world.

¢ Second, promote prosperity and competitiveness through mar-
ket-expanding trade, investment, aviation, and telecommuni-
cations agreements that seek to level the playing field for
American workers while enhancing conditions for economic de-
velopment in the economics of our trading partners.

e And, finally, advance U.S. and global energy security by work-
ing with partner countries and the private sector to diversify
energy sources, manage energy demand, and promote the de-
velopment and use of innovative, cost-efficient, and environ-
mentally respectful technologies.

I am acutely aware that time is running short, and my job ten-
ure, if confirmed, will be commensurately brief, but these broad
policy objectives, to approve the quality of life and economic stand-
ing for Americans and people around the world, transcend party
lines and administrations.

Mr. Chairman, Senator Lugar, the job of Under Secretary for
Economic, Energy and Agricultural Affairs carries important and
exciting responsibilities. If confirmed, I look forward to working
with Secretary Rice, the State—my State Department, and other
U.S. Government colleagues, and with members of this committee.
[ can assure you that [ will need, and welcome, this committee’s
ongoing support and counsel.

I'm honored to be here before you today. Thank you, again, Mr.
Chairman and members of the committee, for giving me this oppor-
tunity to be here.

[The prepared statement of Mr. Jeffery follows:]

PREPARED STATEMENT OF HON. REUBEN JEFFERY [II, NOMINEE TO BE UNDER
SECRETARY OF STATE FOR ECONOMIC, ENERGY AND AGRICULTURAL AFFAIRS

Mr. Chairman and members of the committee, thank you for holding this hearing

and inviting me to appear befure vou today. It is an honor to be here as the Presi-
dent’s nominee to be the Under Secretary of State for Economic, Energy and Agri-

cultural Affaivs.,

I would like to begin by thanking President Bush and Secretary Rice tor the honor
and privilege of being nominated and for the opportunity to serve the American peo-
ple in this important position.
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Thank you also to Senator Chambliss for that very kind introduction.

[ would like to introduce my wife, Robin, and our son, Ben. Our daughter Jocelyn
just started a new job in New York and could not be heve today. Similarcly, our son,
Bob, is away on a long anticipated post-high school graduation outing. T would be
remiss in not thanking them all, rmc} Robin in pl.ll't‘i{:lﬁ‘:ll". for their inspiration. love,
and support over these many vears.

As the committee is well aware, national security and economic well-being ave in-
extricably linked. Our children’s future depends both on ensurving prosperity at
home and encouraging prosperous and growing societies overseas.

Helping to deve%-tllp and promote the conditions for economic opportunity inter-
nationally 16 eritienl to the erention of atuble, penceful, nnd prosperous communities
around the world. Programs that help the world's most vu?nm':thle and encourage
economic self-reliance must be a core component of U.S. foreign policy. This is espe-
cially erucial in Africa and Latin America where our strong engagement and support
can help break the cycle of poverty and despair.

Prior to %/11, | spent my career in the private sector, including a decnde living
and working outside of the United States. Through that experience, | cume to appre-
ciate the transformative power of open and competitive markets and the relation-
ship between good government and economic opportunity.

I also learned how to see our country through the eyes of others. Whether re-
sented or vespected, admived or envied, the sconomic well-being of the United States
is the standard to which others aspive. We are a great country to which much has
been given. but from which much is expected. As such, we have an obligation not
anly to advance our own economic interests overseas, but nlso to support the growth
:mcf development of others. Pursued strategically, these two objectives are mutually
reinforeing.

For the past 5 years, | have had the privilege of working for the U1.S. Government
in a variety of capacities. This inciudmlp helping with the economic recovery of lower
Maahattan post=-9/11 as a specinl advisor to the President. working in Iraq and ac
the Pentagon in support of the Coalition Provisional Authority, providing leadership
at the NSC on t:‘utfe and development issues, and heading the Commodity Futures
Trading Commission as it deals with finaneial market regulatory matters.

In so doing, | have had the opportunity to work alongside an exceptional group
of dedicated public servants, both civilian and military, These yvears have been the
most [}El'!itmn?]}' and professionally rewarding of my career.

It confirmed as Under Secretary for Economic, Energy and Agrieultural Affaivs,
I would draw upon these varied experiences and perspectives to energize and lead
the State Department’s team of Foreign Serviee and eivil serviee officers who ave
all committed to the core mission of building prosperity and economic security at
home and overseas.

If confirmed, I will work with my colleagues to focus on four main objectives.

e Pirst—Leverage the resources of the United States and international business
communities to encournge pro-growth economic policies and create the condi-
tions for economic opportunity and poverty reduction in support of U.S. and
international assistance programs.

Second—FPromote prosperity and competitiveness through mavket-expanding
trade, aviation, telecommunications, and investment agreements that seek to
level the playing feld for American workers, businesses, farmers, and con-
sumers while enhancing conditions for economic development at home and in
the economies of our trading partners.

Thivd—Advance United States and global energy security by working with part-
ner countries and the private sector to diversify energy sources, manage energy
demand, and promote the development and use of innovative, energy efficient,
and envivonmentally rvespectful technologies.

Finally—Maintain and enhance a stable financial svstem by working with other
major economies and international financial institutions to implement respon-
si bi]e growth-oriented economic policies.

While much progress has been made in these areas under the excellent leadership
‘of Secretary Rice, formeyr Under Secretary, Josette Sheeran, and Assistunt Seeretary
for Economic. Energy and Business Affiirs, Dan Sullivan, we have the opportunity
to build on those successes in the coming months and years.

[ am acutely aware that time is running short and my job tenure, if confirmed,
will he commensurately brief. But these broad policy objectives—to improve the
quality of life and economic standing for Americans and people around the world—
transcend party lines and administrations.

While I look at the next 19 months as a sprint, [ would hope to pass the baton
to the next runner having covered some significant ground.
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[ appreciate too that this is a team effort, vequiring not just the Department to
work as one, but alse necessitating constructive eollabovation among many agencies
and branches of Government. No one individual, deparvtment, or branch has a mo-
napoly on good ideas, nor the vesources to take them from conception to sueeesstul
implementation.

Mr. Chairman, the job of Under Secretary for Economic, Energy and Agricultural
Affairs carries important and exciting responsibilities. If confirmed, [ look forward
to working with Secretary Rice, my State Department, and other U.S. Government
colleagues, and with the members of this committee. [ can assure you that I will
need and welcome this committee’s ongoing support. and counsel.

T am honored to be here before you today. Thank you again Mr. Chairman and
members of the committee for giving me this opportunity to be here this atternoon.

Senator MENENDEZ. Thank you, Chairman Jeffery. And we wel-
come your family here, as well. I know it’s a great day.

And, moving forward, let me start off with some questions, and
then I'll turn to Senator Lugar and any other committee member
who may appear later.

For the record, I think it’'s important that, before we get to a
final vote—and I—you and I had this discussion when you visited
me, and I appreciate that, and [ would like to get your responses
on the record on some of these things. With reference to the time
in which you were the head of the Coalition Provisional Authority,
in—here in Washington, DC, you held a great deal of responsi-
bility, and you were involved early, under Ambassador Bremer’s
tenure, in Iraq. And 'm wondering, in—having gone through that
experience, looking back, what would you have done differently
during those first critical months of the CPA’s existence?

Mr. JEFFERY. Senator, thank you for that question.

There are many things, and many lessons learned here, but,
within the confines of my lane, so to speak, which primarily in-
volved working at the CPA’s so-called Reachback Office at the Pen-
tagon from the period of August 2003 through the duration of the
existence of the Coalition Provisional Authority, I'd say there are
two particular lessons that—and challenges—that we bumped into,
really, on a regular basis.

One, it’s critically important—and—that this country have some
kind of database or ability to access competent professional individ-
uals who would be available to act in post-conflict reconstruction
situations. Thankfully, to many Americans, largely those already
within the U.S. Government, and some volunteers from the outside,
the effort in Iraq was staffed, but it was staffed pretty much as we
were doing—over the course of the endeavor. The legislation that
has been passed in the operation of the Department, within the
State Department, related to post-conflict stability operations and
reconstruction is a very strong initiative in this regard, which I—
based on my experience, would wholeheartedly support.

A second issue that we bumped into—and it’s a very complex
issue for which I have no ready answers, but needs to be studied
at length, and that is our contracting procedures in wartime situa-
tions. This Congress actively enacted, on a very prompt basis, the
supplemental, the 18.1 billion Iraq supplemental in, I believe, Sep-
tember of 2003. It was well into 2004 between—before the funding
and the contracting mechanisms under that supplemental could
flow. All that was done pursuant to U.S. rules, pursuant to the
FAR, the Inspector General who's looked at this situation, has,
opined on it, generally favorably, but the speed and flexibility of
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the contracting mechanism from time to time did pose problems in
the field.

But those are the two areas—personnel reserve and con-
tracting—as to which [ think we could learn a lot from the Iraq ex-
perience.

Senator MENENDEZ. I appreciate that.

Talking about personnel, one of the criticisms that was leveled
against the CPA was hiring people on their political affiliations
rather than on their relevant experience. And in that regard, could
you tell the committee, what was your role in the hiring of staff?
And did you think that hiring process was carried out fairly and
effectively? And knowing what you know now, is there anything
that you would have done differently?

Mr. JEFFERY. Senator, keep in mind that I—my involvement,
again, in the Reachback Office, began in August of 2003, after
which many of the CPA staff was long since in place. Our office
was tasked at the time with, among many other responsibilities,
helping with other Departments within—other operations within
the Pentagon with organizing and structuring and scaling up and
accelerating the CPA deployment process.

Let me put that challenge in context. One fact, which I think is
important to keep in mind, is that—is the one I mentioned in the—
in responding to your prior question, Mr. Chairman, that there was
no ready reserve to call on, there was no preexisting government
department and agency that had people ready to do the—act in
these sort of situations, or outside—outside source.

Second, in terms of the numbers of—involved, CPA staffing, as
best I can recall, total head count was something in the area of 500
people, plus or minus, in the summer, early fall of 2003. That num-
ber peaked at something in the area of 1,300 in the early part—
the winter of 2004. In the interim, due to a variety of factors, in-
cluding generally short duty tours and changing—ever changing
mission requirements, there was relatively frequent turnover. So,
the numbers of people that had to be deployed from their then-ex-
isting professional respounsibilities, either in government or with-
out, were significant.

[ would be remiss, however, in not taking this opportunity to say
that, thankfully, there were many competent, professional—in
many cases, extremely highly qualified individuals, largely from
within the United States Government, but also outside, who volun-
teered to serve in [raq during that difficult period.

Senator MENENDEZ. | appreciate your comment about the data-
base, but certainly—the job of reorganizing Baghdad's stock ex-
change, which had not reopened, was given to a 24-year-old, who
sought a job at the White House. That certainly is not the database
that we needed, to achieve that goal; and certainly, in pursuit of
competency and expertise, without a database even, one can do
much better than that. We would agree on that, would we not?

Mr. JEFFERY. Senator, [—it’s hard to argue with

Senator MENENDEZ. Yeah.

Mr. JEFFERY [continuing]|. That comment. Thank you.

Senator LUGAR. Let me ask you the last question here on a dif-
ferent topic.
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Should you be confirmed, you will have a relatively short time
to set and achieve the goals before the administration comes to an
end. As the Under Secretary—we’ve talked about a lot of the spec-
trum, you're going to have a very big portfolio—what would be your
top priorities in the post? And how would you envision your prior-
ities differing from your predecessor?

Mr. JEFFERY. Mr. Chairman, in terms of my priorities, I tried to
articulate them in the broadest terms in my statement; but, specifi-
cally, development as it relates to working with our in-place foreign
assistance process, to work on programs that create economic op-
portunity and the prospect for economic growth in countries and al-
lies that are important to the United States, where poverty is an
issue, where there’s a significant need, is a high priority—would be
a high priority for me, if confirmed to this position, and with re-
spect to which [ would plan on working very closely with those in-
volved directly in the foreign assistance department at—the foreign
assistance process—at the State Department, USAID, and else-
where in the Government, and, in particular, with the members of
this committee.

Second—and I'll only comment on two priorities for purposes of
answering this question—the notion of energy security, which is
front-burner right now on the conscicusness of every American,
and, I could tell you, every Foreign Service officer with whom I
have spoken, is a very important part of the mission of the Under
Secretary of State for Energy and Agricultural Affairs. And, in that
area, I would plan to play an active leadership role in coalescing
the effort in a variety of fronts.

Senator MENENDEZ. I appreciate those answers.

Senator Lugar

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

In the category of your responsibilities for agricultural affairs,
would you comment on the impact in the ability of poorer nations
to improve their economic conditions that our current agricultural
subsidies have? And what impact would phasing out our subsidies
have on the economics of those nations and our own international
trade relations?

Mr. JEFFERY. Senator, I—talking with a Senator from the farm
economy who knows this subject cold is an—daunting prospect, but
I would say, Senator, that our agricultural programs, which are
rooted in history, are designed to benefit American consumers,
farmers, and ranchers. This administration, early in the year,
served up a—made a proposal for the—an agricultural farm bill
this year, which I know is under consideration in the Senate the
committee level, and in the House.

With respect to our international trade policies, the basic prin-
ciples to which I would try to adhere, if confirmed in this position,
working with USTR, working with the Congress, working with our
trading counterparties, is to develop free and open and competitive
markets on the broadest basis possible, whether it's bilaterally or
regionally or ideally in the context of a Doha round, but to do so
in a way that preserves, maintains a so-called level playing field
for American farmers and workers, but equally so for our trading
counterparties, and that firm, specific, understandable, and en-
forceable rules and sanctions are built in to those agreements.
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Senator LUGAR. Well, I don’t want to jeopardize your nomination
by getting you embroiled in the 2007 farm bill. [Laughter.]

Mr. JEFFERY. Thank you, Senator.

Senator LUGAR. However, the dilemma, in terms of the State De-
partment, is that the Doha round has been in some difficulty. If the
Doha round collapses, it could have some tragic consequences. Cen-
tral to the debate is not only our farm subsidies, but those of Euro-
pean-community friends and, for that matter, other countries in the
world. So, I am hopeful that yvou and your colleagues involved in
these multilateral negotiations, will have success, and perhaps our
own reforms could be helpful in that respect.

On energy, currently there has been great interest by Secretary
Rice in the international aspects of energy. As Secretary Riceand
out diplomats visits with substantial international actors—such as
President Putin, of Russia, or Hugo Chavez, or others—they wit-
ness the use of energy for political purposes. The Department of
Energy also has some persons who are engaged in international en-
ergy issues. But, recently, my encouragement and that of many
members, has been that the State Department really needs to step
up to this. And your role, obviously, will be to do that. Currently,
there are persons who the Secretary has appointed to work on en-
ergy issues, but their duties have always seemed vague. Have you
conferred with Secretary Rice, or do you have any idea as to how
your activities, or those of your associates, can be reorganized in
the Department so that there is a diplomatic impact, particularly
vis-a-vis those who have very, sometimes, concrete energy objec-
tives in those negotiations?

Mr. JEFFERY. Senator, the—as you know—and this is, in many
respects, thanks to your initiation—the Secretary has established
an international energy coordinator who 1s an overall coordinator
for State Department activities in the area of energy and energy
security. That coordinator reports to the Secretary through the
Under Secretary for Economie, Energy and Agricultural Affairs.
Importantly, as you correctly note in your statement, the State De-
partment has to work, and should work, closely with our colleagues
at. the Department. of Fnergy who have the technological and sci-
entific expertise to deal with and understand some of the complex-
ities of the energy security issues that this country faces.

If confirmed as Under Secretary, I would work closely with the
energy coordinator, with the relevant ambassadors around the
world, with the interagency community, particularly the Depart-
ment of Energy, and interested Members of Congress, on three
broad fronts:

e No. 1, assuring the ongoing security of traditional sources of
energy supply, ongoing bilateral relations with major pro-
ducing nations, as well as diversifying routes and sources of
that supply.

e Second, working with others in the interagency community—
again, principally Department of Energy—on energy efficiency-
enhancing technologies that help us manage more effectively
our energy demand. The President has cited a goal of a 20 per-
cent reduction in gasoline consumption in 10 years. The more
we can do on the demand management side, from my personal
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perspective and professional perspective, were [ confirmed in
this position, the better.

o And, third, working through our diplomatic—the diplomatic
community at the State Department and elsewhere in the Gov-
ernment in developing alternative sources of energy supply,
such as, for example, the innovative United States/Brazil
biofuels cooperation, which I won’t get into here, but offers a
template for Brazil and the United States and other countries
to adapt, to reduce their dependence on traditional fossil fuels,
produce energy to satisfy their own domestic needs.

Senator LUGAR. [ applaud the Brazil initiative, and what that
could mean to the entire hemisphere. Likewise, I appreciate the be-
ginnings of work with NATO and the European Union to provide
at least some provisions of security for our friends abroad in Eu-
rope with regard to energy supplies. These are new areas for the
State Department and for our Government, but extremely timely.

So, [ appreciate your taking this leadership, because I think you
have a very large portfolio ahead, and [ wish you every success.

Thank you, Mr. Chairman.

Senator MENENDEZ. Thank you, Senator Lugar.

You've obviously done your homework. As you know, Senator
Lugar is the leader in this regard, and has legislation on this. So,
I was—it's—sure it’s music to his ears.

Let me thank you, Mr. Jeffery, for being here today, for your
forthrightness in your answers to the questions, for your willing-
ness to serve our country in this most important position.

The record will remain open for 1 day so that committee mem-
bers may submit additional questions to the nominee. And, of
course, we ask the nominee to be expeditious in response to those
questions, should there be any.

Senator MENENDEZ. We look forward to a full-committee vote
soon thereafter.

And if no one has additional comments, the hearing is adjourned.

[Whereupon, at 5:00 p.m., the hearing was adjourned.]

ADDITIONAL MATERTAL SUBMITTED FOR THE RECORD

PREPARED STATEMENT OF HON. CHARLES E. SCHUMER,
U.S. SExATOR FrROM NEW YORK

Good morning Mr. Chairman and Ranking Member Hagel. I would like to wel-
come my friend. CFTC Chairman Reuben Jeffery. I am proud to have an oppor-
tunity today to support his nomination. President Bush has nominated Reuben Jeff-
ery to be the next Under Secretary of State for Economic, Energy and Agricultural
Affairs, | think he is the right choice.

Reuben Jeffery was sworn in as the 10th Chairman of the Commodity Futures
Trading Commission. He has done a good job protecting market users and the public
from fraud, manipulation, and abusive practices related to the sale of commodity
and financial futures and options. He has also been instrumental in creating policies
to foster open, competitive, and financially sound futures and option markets.

I have known Reuben for many years—our daughters even attended nursery
school together many, many years ago in Brooklyn. He is a smart, thoughtful, and
committed person willing to give up his private sector career to serve his country
time and time again. )

In addition to knowing him personally, [ have had an opportunity as o membey
of the Senate Banking Committee to work closely with the chairman on eapital mar-
ket and futures issues and market competitiveness issues, And while we will miss
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him greatly in the financial services regulatory community, we know he will do an
excellent job at the State Department.

Reuben is highly qualified to lead the State Department efforts to formulate
sound policies on economic, energy. and agricultural matters. His diverse experience
has prepared him well. As you a | know, prior to Jjoining the CFTC Reuben was the
Specinl Assistant to the President and Senjor Divector for International Economic
Affairs at the National Seeuvity Council. He was previously the representative and
Executive Divector of the Coalition Provisional Authority Office (CPA) at the Pen-
tagon, after having served as an advisor to Ambassador Bremer in [raq. Prior to
joining the CPA in May of 2003, Mr. Jeffery served as Special Advisor to the Presi-
dent for Lower Manhattan Development In this capacity he helped coordinate ongo-
ing Federal efforts in support of the longer term vecovery and redevelopment of
Lower Manhattan in the aftermath of September 11, 2001.

He spent many years working on and off in New York, spending 18 years at Gold-
man, Sachs & Co. At Goldman Sachs he was managing partuer of Goldman Sachs
in Paris (1997-2001) and of the firm's Eurcpean Financinl Institutions Group
(1992-1997) based in London, My. Jeffery has a broad range of international capital
markets, corporate finance, and merger and acquisition experience. And, prior to
_'E'}ining Goldman Sachs, Mr. Jeffery was a lnwyer with the New York firm of Davis

olk and Wardwell.

[t is without question that My. Jeffery is a tremendously accomplished man and
for that reason it is no surprise that he has once again been selected to serve the
country in such an important role.

His significant finance experience us an investment banker, and regulatory and
Government experience at the CFTC and the White House, will prove invaluable to
the State Department as attem I;m to ereate sound economie, energy. and agriculture
policies. These experiences will make him a strong and competent Alternate Gov-
ernor at the various multilateral development banks and as a member of the board
of divectors of the Oversens Private Investment Corporation (OPI1C),

He knows unequivocally that in order fo remain competitive globally, the United
States must continue to foster their relationships with its trading partners, encour-
age greater cooperation in the global agriculture and energy community, and im-
prove the functioning of the world’s regional development bnﬁ[:s

For this reason | support his nomination. I congratulate him, wish him well, and
believe he will be an outstanding Under Secretary of State for Economic, Energy
and Agricultural Affaivs.

RESPONSES OF REUBEN JEFFERY [II TO QUESTIONS SUBMITTED
BY SENATOR JOSEPH R. BIDEN, Jr.

Question. Development Policy Coordinating Committee (PCC): The Under Sec-
retary chairs this high-level interagency group and has used it in the past as a vehi-
cle for shaping U.S. development policy. This is an important tool for providing sen-
ior-level guidunce and divection on eritical development issues. How do vou plan to
use the Development PCC going forward? Do you expect to raise any specific devel-
opment ssues? What is your view of incorporating envivonmental concerns into U.S.
development poliey? What will be your priovities tor this committee?

Answer. The Development PCC should provide gnidance and ensure coordinated
1.5, Government follow-up on eritical development issues among State, USALID, and
other LS. Government agencies that hum!f« development jssues. Key issues that
the Development PCC should maintain as a foeus arve encouraging trade capacity
building, investment and innovation, and addvessing anticorruption, transparency,
and aid effectiveness. These are core eross-eutting themes for our efforts to promote
sustainable economic growth in developing economies. Promoting public-private
purtnerships and business climate veforms, strengthening sustainiable health sys-
tems, and advaneing agricultural veform and food security are also important con-
cerns that the Development PCC should address,

Going forward, development. strategy for rebuilding countries, including economic
engagement in strategic regions, should be a new focus for the Development PCC,
In this context, if confirmed, T wonld like to see how we can use our total economic
engagement approach—private sector trade and investment and public sector nssist-
ance and policy dialog—to promote development in these areas.

As for incorporating environmental concerns into ULS, development policy, we are
doing this in a number of wuys, and [ expect the Development PCC, which includes
senior representation from State’s envivonment burveau (the Burenu of Ocedns and
International Environmental and Scientific Affairs (OES)), to do so on an ongoing
busis. U.S. assistuince agencies as a matter of policy adhere to international best




349

practices in ensuring environmental and secial concerns are incorporated into U.S.
development efforts. Certainly, any development efforts we undertake must be sus-
tainuble.

GQuestion. U.N. Issues: Under Secretary Sheeran took a strong interest in issues
related to the United Nations, not only serving on a high-level reform panel but ulti-
mately being named as the new Executive Director of the LI.N. World Food Pro-
gram. Do you intend to maintain a similar focus on U.N. issues? Would you continue
to support and champion similar U.N. reform issues, especially those highlighted in
the 2006 Report of the High-Level Panel on Systemwide Coherence?

Answer. U.N. reform is a high priority for the administration. Therefore there are
miny elements of the Department of State working on this issuoe. I confirmed, [
will be working closely with my collengues to advance this process. Former Under
Seeretury Sheeran served us a member of the High-Level Panel on Systemwide Co-
herenee in her personal capacity, As part of the State Department’s work on devel-
opment issues, 1f confirmed I will continue to focus on ussuring that aid is cost effec-
tive und goes to the people to whom it is targeted. The Bureau of International Or-
ganization Affairs (10) has the lead on following up the High-Level Panel Report,
and the Secretary General is consulting with member states on next steps. If con-
firmed, [ will be working closely with all my colleagues to continue to ensuve that
our participation in muﬁilateml development assistance through the UN. system
is effective, accountable, and consistent with our transformational diplomacy goals.

Question. Millenninm Challenge Corporation (MCC): The Under Secretary is the
Secretary’s alternate on the MCC Board and traditionally attends all board meet-
ings. Under Secvetary Sheeran became the prineipal liaison between the MCC and
Stite Department, Do you plan to maintain that role? What are some areas in
which you would like to see MCC focus more attention or put in place policy
changes? Are you concerned about the focus of the MCC’s compacts? What do you
see as the relationship between MCC and USAID?

Answer. If confirmed, I plan to maintain the role that the previous Under Sec-
retary plaved with respect to the Millennium Challenge Corporation. As you know,
the MCC is run by a CEO, who veports to a Board of Divectors, chaired by the Sec-
retary of State. Board meetings arve usually held quarterly, with each board member
accompanied and advised by a “plus one” who follows MCC matters closely. If con-
firmed, [ will be the “plus one” for the State Department.

In rerms of focus nreas, | hope to work with MCC to deepen coordination and col-
Inboration with respect to our dialog with all eligible and Compnet partner countries
about their policy performance. The MCC board highlighted that MCC should con-
tinue to stress that eligibility for MCC funding and ongoing engagement are condi-
tional on countries’ maintaining and improving performance.

As to the focus of MOC Compacts, it is important that MCC stand by its core prin-
ciple of country ownership. MCC should pursue work in areas targeted by host gov-
ernments in meaningful and comprehensive consultation with their eivil societies,
while also ensuring that country-initiated proposals stand up to rigorous due dili-
gence, economic rates of return analysis, environmental and social impact assess-
ments, and—above all—are focused on reducing poverty through economic growth.
Based on decades of development experience, we have lesrned that country owner-
ship is critical to effective, sustainable development.

MCC and USAID have worked well together. In the case of Threshold programs,
USAID is currently the lead implementing agency for 13 of MCC’s 20 Threshold pro-
grams and leading the design of all but one of the others. In the case of Compacts,
targeted State Department and USAID pssistance programs complement and help
to augment the impact of MCC’s sizable investments. The strategic budget alloca-
tion process led by the Director of Foreign Assistance is working to better integrate
development principles in, and promoete coherence of, US. foreign assistunce. The
Dirvector of Foreign Assistunce and his or her staff veview MCC programs and plans
to ensure they complement and/or suppoert our other foreign assistance objectives o
achieve our transformational diplomacy goals.

Question. The Extractive Industries Transparency [nitiative (EITD) was formed to
ensure that the necessary precomditions are in place to translate large revenues
from extractive industries into economic growth and poverty reduction. EITI sup-
ports improved governance in resource-rich countries through the verification and
full publication of company payments and government revenues from oil, gas, and
mining; 26 of 53 resource-rich ¢ountries have either committed to or are actively im-
plementing EITI in Africa, Asia, Europe, and South America. Today, however, the
nitiative is at a critical point to advance to the next stage of implementation and
U.5. Government support is crucial to ensure the continued growth and success of
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EITL If confirmed, what diplomatic and bilateral measures would you take to pro-
mote and strengthen EITI? What additional steps would you toke to ensure trans-
parency in the oil and gas sectors, a critical component of U.S. energy security?

Answer. [f confirmed. | will continue to promote active U.S. Government partici-
pation in the Extractive Industries Transpavency Initiative (EITD as part of our
comprehensive efforts to fight corruption, promote transparency, and enhance inter-
national  energy security. The US. Government also supports bilateral
anticorruption efforts, muany of them carvied out by USAID: multilateral efforts, in-
cluding through the World Bank and INIF; and international advocacy, such as
through the annual G-8 summits. At the recent G=8 summit in Heiligendamm, G-
B leaders committed to provide continuous ussislaiwe W strengllien BITT, invited all
stukeholders to provide support for the implementation of the BITI, and encouraged
further countries to participate in EITL

Through its seat on the EITI Board, the U.S. Government is working to assist
those countries pledging to implement EITI to meet their commitments, and to en-
cournge nations with prominent international hydrocarbon activities. like China and
Brazil, to join EITI as supporters,

With respect to additional steps to ensure transpavency in the oil and gas sectors,
it confirmed, 1 will work to further strengthen the coordination amoeng our efforts
to foster international energy security, owr active support for oil revenue trans-
Burunc_v through EITI, and the comprehensive work by the U.S. Government to com-

at corruption and promote good governance.



