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NOMINATIONS

TUESDAY, OCTOBER 30, 2007

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

Heath, Daniel D., to be U.S. Alternate Executive Director of the
International Monetary Fund

Kennedy, Patrick F., to be Under Secretary of State for Manage-
ment

Mulvaney, Sean R., to be Assistant Administrator for Management
of the U.S. Agency for International Development

The committee met, pursuant to notice, at 2:40 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.: The hearing of the Committee on Foreign
Relations will now come to order. Today, the committee meets to
consider the nomination of Mr. Patrick Kennedy to be the Under-
secretary of Management at the State Department, Mr. Sean R.
Mulvaney to be the Assistant Administrator for Management at
USAID, and Mr. Daniel D. Heath to be the U.S. Alternate Execu-
tive Director to the International Monetary Fund. We welcome
them, as well as any of their family members and friends who have
accompanied them.

[l start off with an opening statement, and then recognize the
distinguished ranking member of the full committee, and ask unan-
imous consent on behalf of Senator Hagel to have his opening
statement be included in the record, which without objection will
be included.

[NOTE. The prepared statement of Senator Hagel appears in the
“Additional Material Submitted for the Record” section at the end
of this hearing. |

Senator MENENDEZ. The United States plays a crucial role in
promoting development and alleviating poverty around the world.
USAID, the State Department, and the IMF make a significant
contribution to this work, and each nominee before us will play a
key role in these organizations. We lock forward to the witnesses’
testimony in hearing how they will contribute to these missions.
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We are at a decisive moment for the future of USAID as an agen-
cy. I strongly believe that this year may very well make or break
USAID. The Foreign Assistance Reform Process, or as it is known
as the F Process, has been in place for over a year, but as [ said
in a hearing I chaired on June 12 to examine this issue, this new
foreign agsistance process is, in my view, flawed, and may be in se-
rious trouble.

As I stated then, if USAID and State simply move full speed
ahead and make only minor changes around the edges, then the
administration will have significant problems with Congress.

Tragically, one of the consequences of this reform process has
been the decimation of USAID resources as its funding, role, and
mission have been reduced. As a result, USAID faces serious mo-
rale problems and questions about its future. And this, in turn,
cripples our ability to expand democracy and improve the lives of
the citizens of the developing world. Again, as I've said before, [
refuse to preside over a slow death of USAID.

It’s important to note that USAID has been, is, and should con-
tinue to be the backbone of our foreign assistance. AIDS mission
dates back to the Marshall Plan reconstruction of Europe after
World War II. In 1961, the Foreign Assistance Act was signed into
law, and USAID was created. It is the one agency inside the
United States Government that was designed with development
and fighting poverty around the world as its core mission. And, at
a time when international development and U.S. credibility are so
needed, it does not make sense to take money, power, control, and
expertise away from this agency. What is needed to revitalize the
mission and health of USAID is strong leadership.

That’s why, Mr. Mulvaney, your nomination today is so impor-
tanl for the fulure of the USAID as you and I have had that con-
versation. I hope you're prepared to make some hard decisions,
along with Henrietta Fore, who has been before the committee, and
to work to make sure that the expertise that USAID does have, is
valued and fully utilized. And, we look forward to discussing today
how you would try to accomplish this.

Mr. Kennedy, there is no question that you’ll be assuming a large
amount of responsibility. Simply put, you'll be responsible for over-
seeing the people, financial resources, training, information tech-
nology, and security of the Department of State in support of our
foreign policy objectives, and as recent years have documented, and
there will be no shortage of challenges. We look forward to hearing
your assessment of them, as well, as you come before the com-
mittee in this nomination and how you might very well proceed to
tackle them, should you achieve the success of being confirmed.

And as we talk about America’s role in international develop-
ment, we should recognize that our foreign assistance also extends
to supporting multinational institutions that will improve the
economies of other countries, and direct the aid and development.

That’s why [ believe that America must continue to play a strong
role in the major development banks and multilateral finanecial in-
gtitutions that work toward this goal. In this hearing, we look for-
ward to specifically discussing the work of the International Mone-
tary Fund.
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In the interest of time, Ull leave specific issues for the ques-
tioning, and with that, 'm proud to recognize the distinguished
ranking member of the full committee, Senator Lugar.

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

Senator LUGAR. Well, thank you very much, Mr. Chairman, I
thank Chairman Biden for scheduling this timely hearing. I thank
you especially for your eagerness and willingness to chair it. These
hearings are extremely important—one of the features about the
Foreign Relations Committee not often known as in the last Con-
gress, this committee had more hearings than any other committee
in the Senate. And it was largely because we had the scope of the
whole world, but likewise, because we have so many distinguished
nominees.

From the roles that you are fulfilling, each of our ambassadors
to other countries abroad, a lot of international groups that we
name members to—that’s why these hearings are especially impor-
tant, because they offer an opportunity for you, as witnesses, to
make statements to clarify your own intentions, with regard to the
offices that you seek, and it gives an audience and a forum to the
groups that you're talking about, today, three very important ones:
the Department, USAID, and the International Monetary Fund.

And so, it’s a privilege to be a part of the hearing. I look forward
to the testimony. And I thank you, again, Mr. Chairman.

Senator MENENDEZ. Thank you, Senator Lugar.

We will now hear the testimony of our nominees, we’d love to
have you introduce family members that may be in attendance, and
when you start your testimony, please do so. In the interest of
time, we ask you to keep your statement to about 5 minutes. With-
out objection, your full statements will be included in the record.

And with that, Mr. Kennedy, you may proceed with your opening
statement.

STATEMENT OF HON. PATRICK F. KENNEDY, NOMINEE TO BE
UNDERSECRETARY OF STATE FOR MANAGEMENT

5 Mr. KENNEDY. Thank you very much, Mr. Chairman, Senator
ugar.

I'd like to introduce my wife, Mary Elizabeth Swope, who is a re-
tired State Department Foreign Service officer, who joins me today.

Mr. Chairman, it’s a distinct honor to appear before you today,
as President Bush’s nominee to be Undersecretary of State for
Management. I want to thank the President and Secretary Rice for
the confidence they have placed in me.

As a career Foreign Service officer who has worked in the admin-
istrative and management field for over 35 years, [ regard this as
a unigque opportunity to serve our Nation. Over the years, my serv-
ice at the Department of State and on loan to the Department of
Defense and the Office of the Director of National Intelligence, has
given me perspective on the many and varied challenges that
America faces internationally.

Also, working and living abroad as part of a Foreign Service cou-
ple, I know well what it takes for our Foreign Service colleagues
to live and work in foreign cultures, have assignments in different
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countries, and experience the changing profile of American dip-
lomats over the last three decades.

As a management officer, and as Assistant Secretary of State for
administration, I worked on the full spectrum of management
issues needed to support our diplomatic presence around the world,
and—I can tell you sincerely—serving our country is a privilege in
any capacity, and a career in the State Department is one of the
best opportunities there is.

If confirmed, [ look forward to working on the numerous chal-
lenges that lie ahead. I believe the State Department can meet
those challenges only by working with the Congress, and other U.S.
Government agencies.

[ believe wholeheartedly that we cannot implement successful
foreign policy without addressing the management and infrastruc-
ture 1ssues on which it depends.

[t is often said that an institution’s major asset is its people, and
I think this is no where more true than with the Department of
State.

With a few important exceptions, we are not a programmatic
agency. The Department advances the U.S. national interests
through policy formulation and execution, public diplomacy out-
reach, consular support, and management services. We serve the
American people through the men and women of the Civil and For-
eign services, and our foreign national colleagues abroad.

They're our most powerful and scarcest resource, representing
the United States abroad is an honor and a challenge in today’s
international environment. To do it well, our people must be de-
ploved, recruited, trained, provisioned, and safeguarded. They must
be sent to those assignments and posts where they can make the
maximum contribution, including some of the most dangerous
places on earth. They must be trained in languages and profes-
sional skills so that they can perform their diplomatic and consular
roles effectively. They must be provided with the proper tools and
best possible support to operate at peak efficiency, and they must
have safe and secure facilities from which to operate.

I want to underline my strong commitment to recruiting, devel-
oping, and retaining a highly skilled workforce representative of
America’s diversity. To recruit the people the country needs, the
Department must continually expand its outreach to all parts of
American society. We cannot afford, and morally must not leave
any stone unturned in seeking out the people that we need to ad-
vance our national interests.

Our Civil and Foreign Services provide a dynamic workforce to
accompligh the Department’s missions in 170 countries abroad, and
at the United Nations and alse around the United States.

[ am pleased today that the Department fully participates in the
President’s Management Fellows program, and has developed its
own Career Lintry Program to bring in and set on the right track,
the next generation of Civil Service employees. The Department
has also begun an innovative program to provide Civil Service rota-
tional opportunities.

The Foreign Service continues to recruit entry-level personnel
from around the country. They must also receive additional train-
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ing, especially in hard languages, and in working with other agen-
cies on various national security issues that face our country.

The National Foreign Affairs Training Cenler is critical to fully
developing the skills we need for our entire workforce. Among the
many training opportunities offered are leadership and manage-
ment training at the entry, mid- and senior levels, which provides
employees with essential skills throughout their careers. And we
must look forward to ways to leverage the significant skills that
family members bring when they accompany employees overseas.

There are enormous challenges ahead, and we are not a perfect
organization. Just recently, the surge in passport applications re-
sulted in unacceptable waiting times for the American people we
serve. Systemic changes have been made to forestall that hap-
pening again. The extremely dedicated and competent employees
who worked incredible hours to reduce the backlog of applications
are now being supplemented by additional staff and additional fa-
cilities. The Department also benefited from numerous other em-
ployees and retirees who were mobilized.

We can never lose sight of the fact that there are always new
and better ways to carry out our responsibilities—these must be
constantly pursued, and it is equally important that we engage in
contact and vigorous oversight and accountability. There will al-
ways be missteps, but if we are honest and forthright, and display
the dedication that has been the hallmark of the Department, we
can catch problems early, and fix them.

The American people have entrusted the State Department with
many responsibilities in carrying out our diplomatic mission. Ac-
complishing them requires the full commitment of all of our em-
ployees, and also requires the continuing support of the Congress,
particularly our committees of jurisdiction.

If confirmed, I pledge to lead the Department’s management
team in carrying out our assigned tasks. [ will take it as the num-
ber one goal to provide the Secretary of State with the manage-
ment advice and management support she needs.

Thank you very much, sir.

[The prepared statement of Mr. Kennedy follows:]

PREPARED STATEMENT OF HON. PATRICK F. KENNEDY,
NOMINEE TO BE UNDER SECRETARY OF STATE FOR MANAGEMENT

Thank you, Mr. Chairman and other members of the Foreign Relations Com-
mittee.

It is a distinct honor to appear before you as President Bush’s nominee to be
Under Secretary of State for Management. I want to thank the President and Sec-
retary Rice for the confidence they have placed in me. As a career Foreign Service
officer who huas worked in the administrative and management fields for almost 35
years, [ vegard this as a unigue opportanity to serve our Nation.

Over the years, my service at the Department of State, and on loan to the Depart-
ment of Defense and the Office of the Director of National Intelligence, has given
me perspective on the many and varied challenges that America faces internation-
ally.

Also, working and living abroad as part of a Foreign Service couple, I know well
what it takes for our Foreign Service colleagues to live and work in foreign cultures,
have assignments in different countries, and experience the changing profile of
American diplomats over three decades of service.

As a management officer and as Assistant Secretary of Administration, [ worked
on the full spectrum of management services needed to support our diplomatic pres-
ence around the world. In all of this, [ can tell you sincerely that serving our coun-
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try is a privilege in any capacity and that a career in the State Department is one
of the best opportunities there is.

If confirmed, I look forward to working on the numerous challenges that lie
ahead; but I believe that the Department of State can meet those challenges only
by working with the Congress and other U.S. Government agencies. [ believe whole-
heartedly that we eannot implement successful foreign policy without addressing the
management and infrastructure issues on which it depends.

It is often said that an institution’s major asset is its people, and I think that
is nowhere more true than with the Department of State. With a few important ex-
ceptions, we are not a programmatic agency.

I'he Department of State advances the (LS. national intevest through policy for-
mulation and execution, public diplomacy outreach, consular support. and manage-
ment services. We serve the American people through the men and women of the
Civil and Foreign Services, and our foreign national colleagnes abroad.

They are our maost powerful, and senarcest, resource, Representing rhe [nired
States of America abroad is an honor and a challenge in today's international envi-
ronment. To do it well, our people must be deployved, trained, provisioned, and sufe-
puarded.

They must be sent to those nssignments and posts where they can make the max-
imum contribution, including some of the most cll:mgerous places on earth.

They must be trained in langunges and professional skills so that they can per-
form their diplomatic and consular roles effectively on behalf of the President and
the American people.

They must be provided with the proper tools and best possible support to operate
at peak efficiency.

And they must have safe and secure facilities from which to operate.

I want to underline my commitment to recruiting, developing, and retaining a
highly skilled workforce representative of Ameriea's diversity. To recruit the people
the country needs, the Department must continually expand its outreach to all parts
of American society. We cannot afford—and morally must not—leave any stone
unturned in seeking out the people that we need to advance our national interests.

Our Civil and Foreign Services provide a dynamic workforce to accomplish the De-
partment's mission; in addition to our diplomatic presence in over 170 countries
abroad and at the United Nations, they are also deployed around the United States
in passport agencies, visa offices, diplomatic security field offices, and dispatch agen-
cies,

T am pleasad that the Department fully participates in the Presidential Manage-
ment Fellows Program and has developed its own Career Management Entry Pro-
gram to bring in, and set on the right track, the next generation of Civil Service
employees. The Department has also begun an innovative program to offér rota-
tivnal opportunities to Civil Service employees.

The Foreign Service continues to recruit entry- level officers from all around the
country. They must also receive additional training, especially in hard languages
and in working with other agencies on various national security issues facing our
country.

The National Foreign Affairs Training Center is critical to fully developing the
skills we need for our entire workforce—Civil Service, Foreign Service, and Foreign
Service Nationals. Among the many training opportunities offered, our leadership
and managenent training at the entry, middle, and senior levels provides employees
with essential skills throughout their careers.

And we must look for ways to leverage the significant skills that family members
bring when they accompany employees overseas.

There are enormous challenges ahead and we are not a perfect organization. Just
recently. the surge in passport applications resulted in unacceptable waiting rimes
tor the American people we serve. Systemic changes have been made to forestall
that happening again. The extremely competent and dedicated employees who
worked incretli%)le howrs to reduce the I}ucldug of applications are now being supple-
mented by additional staff and additional facilities. The Department has also bene-
fited from numerous other employees and retivees who were mobilized from all over
the United States and overseas, to complete the mission of getting us back to the
timely processing of passports.

We can never lose sight of the fact that there are always new and better ways
to carry out our responsibilities. These must be constantly pursued. And it is equal-
ly important that we engage in contact and vigorous oversight and secountability.

There will always be missteps, but if we are honest and forthright, and display
the dedication that has been the hallmark of the Department, we can catch prob-
lems early and fix them.




855

The American people have entrusted the Department of State with many respon-
sibilities in carrying out our diplomatic mission.

Accomplishing them requires the full commitment of all our employees and it also
requires the continuing suppart. of the Congress, partienlarly our committees of ju-
risdiction.

If confirmed, I pledge to lead the Department’s management team in carrying out
our assigned tasks in support of American diplomacy throughout the world. T would
take it as my No. 1 poal to provide the Secretary of State with the management
advice and management support she needs.

Senator MENENDEZ. Thank you, Mr. Kennedy.
Mr. Mulvaney.

STATEMENT OF SEAN R. MULVANEY, NOMINEE TO BE ASSIST-
ANT ADMINISTRATOR FOR MANAGEMENT OF THE UNITED
STATES AGENCY FOR INTERNATIONAL DEVELOPMENT

Mr. MULVANEY. Mr. Chairman, Ranking Member Senator Lugar,
thank you for the opportunity to appear before the committee.

On July 16, 2007, President Bush nominated me for the position
of Assistant Administrator for Management of USAID. I am hon-
ored by his confidence in me, and am appreciative of the support
that has been given me, during the nomination process.

[ appreciate this opportunity to appear before you, Senator
Menendez, and this esteemed committee. If confirmed, I hope to
work with you and your colleagues on the committee and in the
Congress, on a full range of issues. I am looking forward to your
questions. Thank you very much.

At this time, I would like to recognize and acknowledge my fam-
ily for their support. Without their love and encouragement, [
wouldn’t be here today.

This is my wife, Susan, my daughters, Kate and Rachel, and my
sisters, Sue and Lisa, are here today. My mother was unable to at-
tend. I'd also like to recognize and thank my deceased father.

Asg a former staff member in the House of Representatives, I un-
derstand the importance of this hearing, and the role it plays in
our constitutional process. If confirmed by your committee, [ pledge
my best in helping the agency modernize, to keep it the world’s
premier development agency.

In his National Security Strategy of 2002, the President stated
that including the world’s poor in an expanding circle of develop-
ment and opportunity is one of the top priorities of U.S. inter-
national policy. Since then, the President and the Congress have
nearly tripled the resources allocated to development. Secretary
Rice has reaffirmed the President’s desire to elevate development
as a foreign policy objective. It now plays a key role in our national
security architecture as part of the three D’s—defense, diplomacy,
and development.

The humanitarian and development mission of USAID has, and
will continue to be, a moral imperative of this country. Post-9/11,
it is also a national security imperative.

If confirmed as Assistant Administrator for Management, [ will
hold a position that is critical to the functioning of USAID, because
the management bureau provides the tools with which our develop-
ment professionals work. The position oversees 6 major operational
units that include financial management, acquisition and assist-
ance, information technology, overseas management support, ad-
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ministrative services, management, policy, budget, and perform-
ance.

Generally speaking, the position and the Bureau are responsible
for strengthening and maintaining agency management systems.
The management function is so critical because every other oper-
ational unit within the agency relies on it, as a service provider,
an enabler, and a facilitator in the pursuit of U.S. foreign assist-
ance objectives.

Without good logistical support, USAID’s efforts would be sty-
mied, as it tries to catalyze the full range of America’s public and
private capabilities, and the resources it allocates to development.

If confirmed for this position, I see myself as playing a small but
pivatal role to improve the lives of countless individuals, by improv-
ing the management practices of the agency.

I can assure you that I am energized and I'm exhilarated by the
tasks that lie before me, and the opportunity to bring my profes-
sional experience to bear in the service of my country.

In my professional career to date, I have had a set of experiences
that have drawn upon many different skills. [ worked on Capitol
Hill for 10 years, in several positions covering a range of office,
committee, and leadership functions, with a focus on foreign policy,
international economic policy, budget, and appropriations.

Five of these years were dedicated to assisting a former Chair-
man of the House Appropriations Subcommittee on Foreign Assist-
ance. That experience enabled me to build a solid knowledge of the
U.S. foreign assistance process and development practice.

I also developed a clear understanding of executive branch oper-
ations, and the special role that Congress plays in the design and
implementation of U.S. development policy abroad.

As a complement to this public policy experience, I obtained a
master’s degree from Thunderbird, the American Graduate School
for International Management. I've also worked in brand manage-
ment for a worldwide consumer products and pharmaceutical firm,
Glaxo Smithkline.

The combination of my public policy experience, particularly in
the legislative area of foreign assistance, as well as my private sec-
tor management experience, I believe has prepared me for the seri-
ous responsibilities I would assume as Assistant Administrator for
Management.

Should the Senate choose to confirm me for this position, it
would be an honor to serve side-by-side with the roughly 8,000
dedicated USAID employees who—at great risk and personal sac-
rifice—answer the development challenges around the world. T will
endeavor to serve them with the same distinction and purpose that
they serve the American people.

In closing, I would like this committee to know that, if confirmed,
I intend to make myself fully available. I'd like to consult with in-
terested staff and members on the management challenges that the
agency faces, or any proposed decisions that it would take. This is
part of my own personal policy of pursuing communications with
all major stakeholders interested in improving the management of
the agency.

Mr. Chairman, this concludes my statement for the committee,
and I welcome any questions at the appropriate time.
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[The prepared statement of Mr. Mulvaney follows: |

PREPAREN STATEMENT OF SEAN R, MUILVANEY, NOMINER TO BR ASSISTANT ADMINIS-
TRATOR OF NMANAGEMENT FOR THE UNITED STATES AGENCY FOR INTERNATIONAL
DEVELOPMENT

Mr. Chairman, Ranking Member Senator Lugar, and other Senators of the Senate
Foreign Relations Committee, thank you for the opportunity to appear before you
this afternoon, | respectfully vequest that my remarks be included in the record.

On July 16, 2007, President Bush nominated me for the position of Assistant Ad-
ministrator for Management at the LS. Agency for International Development. |
am honored by his confidence in me and am appreciative of the support that has
been given me during the nomination process.

At this time, [ would like to acknowledge and thank my family for their support.
Without their love and encouragement, [ would not be here. I would like to recog-
nize my wife, Susan, and our two lovely daughters, [Kute and Rachel, as well as my
sisters, Sue and Lisa, who are all here today. [ would alsoe like to thank my mother,
Kay Mulvaney, who was unable to attend, and my deceased futher, James,

As a former staff member in the House of Representatives, I understand the im-
sortatee of this hearving and the vole it plays in our constitutional process. IF con-
irmed by your committee, | pledize my best in helping the agency modernize to keep
it the world's premier development agency.

In his National Security Strategy of 2002, the President stated that “including the
world’s poor in un expanding circle of development—and opportunity—is one of the
top prierities of LS, mternational poliey.” Since then. he has neavly tripled the re-
sources alloeated o development initintives. Secretary Rice has reatfirmed his man-
date to elevate development. [t now plays a key role in our national security archi-
tecture as part of the three “D’s"—defense, diplomacy, and development—and is
vital to her vision of “transformational diplomacy.”

The humanitarian and development mission of this country has been and will be
continue to be a moral imperative of this country. Post 9/11, it is also a national
security imperative.

If confirmed as Assistant Administeator for Management, | will hold a position
that is eritienl to the functioning of USAID because it provides the tools with which
owr development professionals work. It oversees six major operntional units that in-
clude Financial Management, Acquisitions and Assistance, Information Technology,
Administrative Services, Overseas Management Staff, and Management Policy.
Budget, and Performance. Generally speaking., the Bureau is responsible for
strengthening and maintaining agency management systems.

The management function is integral to every other operational unit within the
agency. It is a service provider, an enabler, and a facilitator in the pursuit of U.S.
foreign assistance objectives to advance democracy, prosperity, and human well-
being in the world’s developing countries. Every ather operational unit of the agency
is a customer of the Management Bureaun. Without good logistieal support, USAI
i5 stymied in its efforts to catalyze the full range of America’s public and private
capabilities and the resources it allocates to the cause of development.

f eonfirmed for this position, | see myself as playing a small but pivotal role in
helping to improve the ]liw..-e of countless individuals by improving the management
practices of USAID. | ¢an assure you that I am energized and exhilavated by the
tusks that lie before me and the opportunity to bring my professional experience to
bear in the service of my country.

[n my professional career to date, [ have had a set of experiences that have drawn
upon many different skills. [ worked on Capitol Hill for 10 years in several positions
covering a range of office, committee, and leadership functions with a focus on for-
eign policy, international economice policy, appropriations. and budgeting.

Yive of these years were dedicated to assisting a former chairman of the House
Appropriations Subcommittee on State Department and Foreign Operations. That
experience enabled me to build o solid knowledge of the LLS. foreign assistance proc-
ess and development practice, | also developed a clear understanding of executive
branch operations and the special role that Congress plays in the design and imple-
mentation of ULS, development policy abroad.

As a complement to this public policy experience, | obtained a masters degree
from Thunderbird, the American Graduate School for International Management. [
also worked in brand management for a worldwide consumer products and pharma-
ceutical firm, Glaxo Smithkline. The combination of braad publie policy experience,
particularly in the legislative area of U.S. foreign assistance, as well as my private
sector management experience, has prepared me for the serious responsibilities [
would assume as Assistant Administrator of Management at USAID.
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Should the Senate choose to confirm me for this position, it would be an honor
to serve side by side with the roughly 8,000 dedicated USAID employees who at
great risk and personal sacrifice answer the development challenges around the
world. 1 will endeavor to serve them with the same distinction and purpose that
they serve the American people.

In closing, | want this committee to know that, it confirmed. [ intend to make my-
self fully available to consult with interested staff and members on management
challenges at USALID and proposed decisions. This is part of a personal policy of
mine fo pursue communications with all major stakeholders interested in improving
the management of the agency.

Myr. Chairman, this coneludes my statement before the committes, | now welecome
any (_luefti(ms that you and the other Senators here today may have for me.

Thank you.

Senator MENENDEZ. Well, thank you very much.

Kate and Rachel decided when you started to speak to pay atten-
tion, so you must have a lot of influence there.

Let me turn to Mr. Heath now, for your opening statement.

STATEMENT OF DANIEL D. HEATH, NOMINEE TO BE UNITED
STATES ALTERNATIVE EXECUTIVE DIRECTOR OF THE
INTERNATIONAL MONETARY FUND

Mr. HEATH. Chairman Menendez, Ranking Member Lugar, thank
you for the opportunity to appear before you today. I am honored
that President Bush has nominated me to serve as the United
States Alternate Executive Director at the International Monetary
Fund, and if confirmed, I pledge te work with this committee, the
full Congress, Secretary Paulson, and the rest of the administration
in furthering U.S. international economic policy goals, and the
well-being of the American people.

I want to thank my wife, Jane Allman Heath, and our sons,
Jared, Ken, and Nathan, who are here today a couple of rows back.
I want to thank them for their support of my commitment to public
service.

Unable to be present in person today, unfortunately, are Jane’s
parents, Charles and Gwen Allman, who have become parents to
me, as well.

For much of the past 6 years, [ have served as Associate Director
of the White House National Economic Council. In this capacity, it
has been my privilege to promote policies leading to economic
growth and stability for the good of all Americans. Throughout my
previous roles in Federal Government and in the private sector in
Europe, I worked to expand international trade and investment of
benetfit to our country.

If confirmed, I look forward to bringing my skills, knowledge, and
experience to help pursue policies that are a priority for the United
States.

As you know, the IMF is entering a new period, one that’s
marked by new leaders, recent credit market turbulence, and the
growing strength of emerging market countries. Its mandate to pro-
mote international monetary cooperation and to expand job-cre-
ating trade will require the IMT' to intensify its own leadership to-
ward transparency in public policy for market-based reforms that
will generate sustained growth, and on fiscal and monetary policies
that strengthen government accounts and reduce the risk of crises.

With its near-global membership, and effective U.S. guidance, I
believe the IMF is well-positioned to set standards in these impor-
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tant areas. The United States strongly supports recent IMF deci-
sions to better assess countries’ economic policies, including ex-
change rate activities. And, if confirmed, I look forward to working
with my colleagues and with this committee to implement these
vital reforms.

Mr. Chairman, dedicated administration officials and Congres-
sional leaders, over many years, have helped to expand economic
opportunity in the United States through domestic policies, and the
policy fundamentals for economic growth and stability in other
countries.

There are new challenges now to global economic performance.
And, if confirmed, [ will demonstrate enthusiasm and good judg-
ment in doing my part to improve IMF policies and practices that
are needed in our time.

I'm grateful to have the privilege of your considering my nomina-
tion. I'd be pleased to answer any questions, thank you.

[The prepared statement of Mr. Heath follows:]

PREPARED STATEMENT OF DANIEL D. HEATH, NOMINEE TO BE UNITED STATES
ALTERNATE EXECCTIVE DIRECTOR OF THE [NTERNATIONAL MONETARY FUND

Chairman Menendez, Ranking Member Hagel, and members of the committee,
thank you for the opportunity to appear before you today. I am honored that Presi-
dent Bush has nominated me to serve as the United States Alternate Executive Di-
rector at the International Monetary Fund. and if confirmed, I pledge to work with
this committee, the full Congress, Secretary Paulson, and the rest of the administra-
tion in turthering U.S. international economie policy goals and the well-being of the
American people.

First, T would like to thank my wife, Jane, and our sons for their support of my
commitment to public service, For much of the past 6 years I served as Associate
Director of the National Eeonomic Council. In this capacity, it has been my privilege
to promote policies leading to economic growth and stability for the good of all
Americans. Throughout my previous roles in Federal Government and the private
sector in Europe, I worked to expand international trade and investment of benefit
to ouy country. [f confirmed, [ look forward to bringing my skills, knowledge, and
experience to help pursue policies that are a priovity tor the United States.

As you know. the IMF is entering a new period, marked by new leaders, credit
mirket turbulence, and strength of emerging market countries. [ts mandate to pro-
mote international monetary cooperation and expand job-creating trade will require
the IMF to intensify its own leadership toward transpareney in public policy, mar-
ket-based reforms to generate sustained growth, and fiseal and monetary policies
that strengthen government accounts and reduce the risk of crisis. With its near
global membership, and effective U.S. guidance, the IMF is well-positioned to set
standards in these important areas. The United States strongly supports recent IMF
decisions to better assess countries’ economic policies, including exchange rate ac-
tivities. It confirmed, I look forward to working with my colleagues to implement
these vital reforms

Mr. Chairman, dedicated administration officials, and Congressional leaders over
many years have helped to expand economic opportunity in the United States
through domestic policies and the pulicy fundamentals for economic growth and sta-
bility in uther countries. There are new challenges to global economic performance,
and if confirmed, [ will demonstrate enthusiasm and good judgment in doing my
part to improve IMF policies and practices needed in our time.

I am grateful to have the privilege of your considering my nomination. I would
be pleased to answer any questions.

Thank you.

Senator MENENDEZ. Thank you very much. We welcome your
families, as well. We understand the sacrifices that are engaged,
not only for those who serve, but also for their families. And, so we
appreciate them being with you, and they all look great—I'm sure
they'll look different on Halloween, but they all look great today.

Let’s start with 7-minute rounds, and I'll recognize myself.
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Mr. Kennedy, first of all, 've had several people tell me of your
distinguished service, so the questions go toward the position
you're going to be taking more a'lan—l understand that you're not
necessarily at the heart of these issues, but you will be dealing
with these issues. So, [ want to get a sense of how you’ll be dealing
with them, as you approach the positions—I want to create under
why these questions come to you.

I read with interest the Washington Post article that talked
about FSO forced assignments. That has not happened since 1969,
as far as directed assignments. 'm wondering why is it that, I
mean, obviously this is a tough theatre, so it’s understandable, why
is it that, having not seen those direct assignments in the Foreign
Service since 1969, we're seeing them now, and do you believe that
continued forced assignments in the future are something that’s
going to be more commonplace?

If you would put your microphone on.

Mr. KENNEDY. Thank you very much, Mr. Chairman.

Since 2003, the State Department has been dispatching people to
Iraq, first as individuals on loan to the Department of Defense
under the Coalition Provisional Authority and then since 2004, as
part of the American Embassy there. And the number of people we
have had serving in Iraq continues to grow every year.

This year we will be adding close to 50 additional Foreign Serv-
ice personnel to serve, not only in Baghdad, but on the Provincial
Reconstruction Teams, as well. And, I think we have reached the
point, sir, where the number of people who simply have it as their
first choice on their Foreign Service assignment list, no longer
keeps pace with the demands of the State Department diplomatic
surge, which is mirroring the military’s own surge.

And go, we have o process that—as you note, sir—has been in
place for many years, and has been clarified, and I believe that
State Department people will step up, once we go through the iden-
tification process, and I think it is logical, sir, that since we’re serv-
ing l-year terms, that this might happen again next year. But I
have every confidence that when the individuals who are identified
in this process will serve well and honorably.

Senator MENENDEZ. Well, I don’t doubt they’ll serve well and
honorably, but theyre serving not as their choice. And so, the ques-
tion is, do you believe that, in fact, this is—what I gathered from
your answer was that this is a result of growth? Is it a result of
growth only? Do you believe this is a one-time set of circumstances?
Or do you believe that this may be a continuing set of cir-
cumstances?

Mr. KENNEDY. I think, sir, that if it is the national policy to con-
tinue to deploy 250 or more Foreign Service personnel in Iraq every
year, that it is possible that we would have to use directed assign-
ments again next year, yes, sir.

Senator MENENDEZ. Let me ask you about diplomatic security,
it’s ane of the areas that you will have jurisdiction over. Certainly,
recent reports regarding activities in Iraq of the private security
contracting firm Blackwater, USA, have been covered extensively
in the news. In my mind, the incident points to a larger manage-
ment issue.
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As the government seeks to privatize U.S. Government activities
and control personnel costs, contractors have often been turned to
to deal with those responsibilities. The Secrelary’s panel on per-
sonnel protective services in Iraq recommended that, “When the
FBI investigation into the September 16 shooting incident involv-
ing Blackwater is completed, the United States Embassy in Iraq
should submit its recommendation as to whether the continued
gervices of the contractor involved is consistent with the accom-
plishment of the overall United States mission in [raq.”

Now, that statement, which I'm quoting, is that a reference to
Blackwater itself? Do we believe that Blackwater’s presence in Iraq
ultimately would be curtailed? Is additional contracting staff need-
ed to monitor and audit these contracts?

Mr. KeEnNNEDY. I thank you very much, Mr. Chairman. That
statement is a reference to Blackwater. [ was a member of the
panel, and participated in the review in Iraq, at the Secretary’s di-
rection, and in the writing of that report.

The four members of the panel felt that since there was an ongo-
ing investigation by the Department of Justice and the Federal Bu-
reau of Investigation, it would be inappropriate for us to prejudge
the result of that investigation, but should the results of the inves-
tigation go in one direction, we called upon the United States Am-
bassador to make a recommendation to the Secretary, whether or
not we should, at that point, change contractors or not.

Senator MENENDEZ. Okay. Go ahead.

Mr. KEnNNEDY. Going to the second point, one of the points that
the panel was very strong on in its long series of recommendations
is we thought that we had in place various policies and procedures
that were relatively robust. At the same time, you can always im-
prove a policy or procedure. One has to keep an open mind in look-
ing at those things.

But the most important issue was that we had to increase over-
sight and accountability. We simply did not have enough special
agents—Federal officers in the Diplomatic Security Service, to ac-
company each convoy which was moving someone with State De-
partment personnel, and therefore, one of the recommendations
that we made was that additional special agents should be de-
ployed. The Secretary has accepted that recommendation, and
those agents are either in Iraq now, or more are being moved
there, as we speak, literally.

And, therefore, we will have significantly increased oversight and
accountability by placing a diplomatic security special agent as the
agent in charge on every move that takes place by one of our con-
tractors.

Senator MENENDEZ. Well, talking about oversight, today’s article
talks about the possibility that the FBI investigation into the
Blackwater incident may have been compromised, because guards
received immunity for statements that they made to State Depart-
ment officials investigating the incident. Now, it seems to me that
how we act in terms of giving immunity grants to individuals, and
the process under which we give immunity grants to individuals,
if it is as reported, shows that either it’s procedurally flawed or
substantially problematic.
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Mr. KENNEDY. When the Secretary took steps after the incident
on September 16, she—after talking with the Prime Minister of
Irag—set three parallel channels moving. One is a joint United
States-Iraq Commission to look at issues there.

The second is an investigation which the FBI is heading now, to
look into the facts on the ground of the specific incident and wheth-
er or not there was any activity involved which would be a viola-
tion of law.

The third action that she took was to commission a panel, of
which [ was a part, to review the processes that we use—the over-
sight and accountability. Our groups was specifically walled off
from looking at the specifics of the investigation that the FBI was
involved in. We did not wish to do anything that would potentially
render a prosecution more difficult.

And so, I can only tell you, sir, that the investigation by the FBI
1s still ongoing, but I did not participate in that investigation.

Senator MENENDEZ. My time is up, but I don’t want to leave this
dangling, so I'll just take one more minute here, and then I'll turn
to Senator Lugar.

Is there a clearly-defined process under which a person of Protec-
tive Services ultimately are told when they can and when they can-
not offer grants of immunity, and is there a chain of command that
is well-established, as well as documented, in terms of standard op-
erating procedures.

Mr. KENNEDY. Senator, can I get that answer for you for the
record? Because my responsibilities, to date, have not involved
that. But, I can assure you that, should I be confirmed by this com-
mittee, that is an issue that I would find within my jurisdiction to
immediately address, because the Secretary does seek to ensure
that there i1s the utmost accountability and control and responsi-
bility for the State Department for the activus that lake place
under its jurisdiction.

Senator MENENDEZ. We'll look forward to your written answers.
Clearly, this is a field you will be dealing with.

Mr. KENNEDY. Yes, sir.

[The information referred to above follows:|

U.S. DEPARTMENT OF STATE,
Washington, DC, October 31, 2007.
Hon. ROBERT MENENDEZ,
Chairman, Subcommittee on International Development and Foreign Assistance, Eco-
nomic Affairs, and International Environmental Protection,Commiltee on For-

eign Relations.
U.S. Senate, Washington, DC,

Dear Mr. CHAIRMAN: [ am writing in response fo questions you posed to Ambas-
sador Patrick Kennedy at his October 30 confirmation hearing. You asked for infor-
mation about news accounts that the Department of State has promised emplovees
of Blackwater USA immunity from prosecution in connection with u September 16
incident in Baghdad.

The Department of State is not in a position to immunize individuals from Fed-
eval criminal prosecution. The kinds of statements that the press is writing abour
would provide limited protection that does not preclude prosecution. The Depayt-
ment would not have asked FBI to investigate this case unless we and they thought
that they could investigate the case and potentially prosecute individuals if war-
ranted. | have attached a statement issued by the Department of Justice confirmin
that Blackwater smployees have not been given immunity from proseeution uni
that the FBI's eriminal investigation of this matter continues.

Without regard to whether particular stutements may be used in a eriminal pro-
ceeding, cases like the one currently under investigation arve complex given that the
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applicability of U.S. criminal law to the activities of private security confractors
overseas is not nlways elear and may depend on the facts at issue in any particular
case. The administration is cmwur]v working with the Congress on |PL{1H|‘1TI{)I’T to
ensure that we have the laws we need to hold private security contractors overseas
accountable where appropriate.
Sincerely,
JEFFREY T. BERGNER,
Assistant Secretary Legislative Affairs.

Attachment: As stated.

STATEMENT BY JUSTICE DEPARTMENT SPOKESMAN DEAN BOYD ON THE BLACKWATER
INVESTIGATION

“The Justice Department and the FBI cannot discuss the fucts of the Blackwater
case, which is under active investigation. However, any sugpestion that the
Blackwater employees in question have been given immunity from federal criminal
prosecution is inaceurate. The Justice Department and the FBI continue the crimi-
nal investigation of this matter knowing that this investigation mvo]\es a number
of complex 1ssues. We are unuble to comment further at this time.”

Senator MENENDEZ. If you are confirmed, and [ have real con-
cerns that the immunity claims that [ understand that arrests, ap-
parently are called “Garrity Warnings,” and “Calkine Warnings”
both named for Federal court cases from the 1960s and 1970s that
recognize the special circumstances of Government employees in
criminal cases involving their jobs.

And it seems to me that we have to, you know, we want to pro-
mote the rule of law throughout the world, and it starts with ob-
serving it at home, so that, in fact, you can hold that standard to
the rest of the world. But, if we have a process that allows immu-
nity grants to be given without the appropriate authorities, includ-
ing the appropriate law enforcement authorities being advised be-
fore that grant is given, then we are giving immunity to people
that ultimately may very well, and should be, subject to prosecu-
tion. And that 1s fundamentally wrong.

Mr. KENNEDY. [

Senator MENENDEZ. Though I know as you go into this, I know
that you don’t have this job now, but the reason I'm raising these
questions now is, you may very well have this job, and this is not
going to be, unfortunately, in my concern, an isolated incident and
how we proceed in the future is going to be very important.

Mr. KENNEDY. Senator, I absolutely agree. In addition to pro-
viding information in writing, I believe that we could arrange for
a representative of the Department of Justice, which has control of
this investigation at the moment, to call upon you or one of your
counsels to review the material that they are in charge of.

Senator MENENDEZ. [ appreciate that.

Mr. KENNEDY. And I fully agree that responsibility and account-
ability and the rule of law are paramount.

Senator MENENDEZ. I appreciate that, I don’t want the other
nominees to think I don’t care about them. I will return to you
after Senator Lugar.

Senator Lugar.

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

Just following through on the accountablhty side of, sort of, past
business with your predecessor, what is the latest information re-
garding passport production numbers? How many new adjudicators
have you hired, and what is the current backlog, if there is one?

Mr. KENNEDY. Thank you very much, Senator Lugar.
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There is no backlog at the moment. The normal waiting time for
a passport has historically been approximately 6 weeks. We believe
we are actually under that number. I check the figures every Fri-
day, and on Friday, the number of applications in-process were
around 500,000, and we are moving through those with regularity.

We've done some spot-checking, and people are telling us they
are receiving their passports in as little as 2 and 3 weeks.

We have been able to accomplish this partially because we’ve al-
ready brought on board some 300 new cmployces, and we belicve
we will hit 500 by the end of the calendar year. These are adjudica-
tion personnel, because Senator, there’s a two-part process for a
passport: physical production of the book, and the adjudicator who
takes a governmental act to say, “You are who you say you are,
and the documents you represent establish that you are an Amer-
ican citizen.”

We have capacity to produce over 25 million passports, including
a new facility we just opened in Arkansas, which will have the abil-
ity to produce 10 million passport books a year. So, we have the
physical capacity to print the books. What we were short on, Sen-
ator—and 1t was our failing, absclutely our failing—we did not
have enough human adjudicators to do that. We mobilized State
Department personnel, retirees, other officers, and we have 300
new people, and are heading for 500.

So, we believe we have addressed this systemically with new pro-
duction facilities and new personnel, but we will, however, monitor
it weekly to make sure we don’t see any adverse trends.

Senator LUGAR. Well, I'm sure the American people appreciate
that good report. I trust that these employees are sustainable, that
is, this is not a so-called surge capacity that may tailor off, but that
you're geared up now, both in the production side, the Arkansas
plant, tor example, plus the human side, adjudicators.

Are you in touch, do you believe, coordinating with the Depart-
ment of Homeland Defense or others who may—in the course of
their affairs, plus some of us—bring up new requirements for var-
ious Americans to have passports, or to have other documentation
so that, if these early warning signals come along, you're in a posi-
tion to surge prior to the avalanche hitting you?

Mr. KenNEDY. Absolutely, Senator. The individuals we are hiring
now are permanent, full-time employees. We negotiated an ar-
rangement with the Office of Management and Budget that per-
mitted the State Department to retain additional fees that citizens
were paying for their passports, and made the appropriate notifica-
tions to the Congress. With these additional fees, we were able to
add to our physical plant, and add the additional personnel.

Our Assistant Secretary for Consular Affairs is in daily contact
with the Department of Homeland Security, and should I be con-
firmed, I know the Undersecretary at DHS well, and my plan
would be to establish full and open communications with him so
that if there are any changes that they feel necessary, to make sure
that we have secure borders, that the State Department has the
time and is well-positioned to respond to those new requirements.

Senator LUUGAR. Excellent.

Let me ask, what is the role that the Office of the Coordinator
of Reconstruction and Stabilization should play in post-conflict sta-
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bilizations and reconstruction, and do you anticipate more budget
resources being requested by the Department for this function?

Mr. KENNEDY. Senator, [ think you've touched on a very impor-
tant area. The State Department has, essentially, no surge capacity
inherent to it. When we need to surge, we take people from within
the Department and shift them from one important mission to
what is, at that moment, a higher mission.

We need to establish a reserve corps—not exactly equivalent to
the National Guard or the military reserves—but we need that in-
herent capability.

CRS, the Coordinator for Reconstruction and Stabilization, is
now working with other Government agencies, and we are awaiting
final passage of authorizing legislation which we welcome. [t will
formalize this. We have set aside funds in the supplemental that
was passed last year that covers fiscal years 2007 and 2008, so
those funds are still available, and we will be seeking additional
funds to turn this into a permanently staffed “on-call” mechanism,
staffed by professionals in fields as diverse as agronomy and veteri-
nary sciences and law enforcement, so that we would be prepared
to work with our colleagues at AID and at other agencies, and de-
ploy those personnel to regions in need.

Senator LucaRr. Well, that’'s good news, also. As you know, many
members of this committee are very strongly supportive of this,
and feel that this is a requirement for United States diplomacy
when, in fact, we may have taken the position in the past, we're
not going to do nation-building, but now we're doing a lot of nation-
building. And the personnel resources to do this aren’t there. So,
the surge capacity, or what have you, is required, but I appreciate
the progress reports, and your cognizance of this.

One final question, and that is—what is the status of the Depart-
ment’s embassy construction program at this time? These come
along from time to time, but how many new embassies have been
replaced, and how many remain to be replaced, or to be built to
begin with? And when will the program end? Do you have any flow
chart of embassy-building?

Mr. KENNEDY. Senator, let me get you a complete flow chart for
the record, but I am pleased to report that, to date, we have com-
pleted 53 embassies, there are another 37 which are in the process
of design or construction, and we plan 11 more construction awards
this year.

[The information referred to above follows:]

DEPARTMENT OF STATE, BUREAU OF OVERSEAS BUILDINGS OPERATIONS—STATUS OF
EMBASSY CONSTRUCTION PROGRAM, NOVEMBER 14, 2007

After the 1998 East Afvican embassy bombings, the Department was faced with
an unprecedented challenge of having to replace approximately 195 embassy facili-
ties as a result of security concerns.

Since 2001, the Bureau of Overseas Buildings Operations has:

s Built 53 new facilities with 37 more underway; see attached list.

¢ Moved nearly 15,000 United States Government employees to safer facilities.

e 11 more construction contract awards are planned for fiscal year 2008.

As of October 2007, OBO manages $ 5.1 billion in construction projects compared
with § 0.7 billion at the beginning of fiscal year 2001. The typical project delivery
time has been reduced from 4 to 5 years to approximately 2 years. The Department
is very appreciative of the Congressional support we have received for the program.
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OBO has two New Embassy/Consulate Compound (NEC) construction programs—
the Capital Security Constraction Program and the Strategic Capital Construetion
Program. The Capital Security Construction Program is vestvicted by Congress to
{)mjucts on a list of 80 (in bands of 20) of the most vulnerable posts. The Strategic
‘apital Construction Program involves projects not primarily undertaken for secu-
rity reasons and not on the “Top 80 list” (e.g., a funcnonal requirement or structural
deficiencies). However, the Strategic program follows the same discipline and over-
sight as the Capital Security program.

NEC construction is funded by:

» Congressional appropriations for the Department of State’s Embassy Security.

Construction, and Maintenance Account.—

o Capital Security Cost-Sharing Program (levy on other agencies occupying U.S,

facilities on a per capita basis).

® Proceeds from the sale of excess property and/or underutilized property hold-

ings.

The Capital Secuvity Cost-Sharing (CSCS) Program was developed in 2001-2002
in accordance with the President’s Management Agenda I[nitiative on Rightsizing
and the 1999 Report of the Oversens Presence Advisory Panel, and was included in
the President’s fiscal year 2004 and fiscal year 2005 budgets. Fiscal year 2005 was
the first year that the Department and other agencies contributed to the CSCS Pro-
ranm.,
¢ The Department, with OMB oversight, manages the Program, which will generate
a total of 317.5 billion over the 14 years from fiscal vear 2005 through fiscal year
2018 (beginning with a S-year phase-in period) to fund approximately 150 NECs in
the Capital Seeurity Construction Program. The time to construet these 150 NECs
is reduced from 26 to 14 years with USCS in place (comparved to the pace of con-
struction under pre-CSCS hudget levels),

0BO Capital Constriction Projects

Completed since 2001: Kampala NEC, Doha NEC, Lima USAID (Annex), Bogota
USAID/NAS (Annex), Tunis NEC, Dar es Salaam NEC, Dar es Salaam (USAID),
Nairobi NEC, Zagveb NEC, [stanbul NEC, Sao Paule NAB. Abu Dhabi NEC, Kabul
ARG CMP, Baghdad I0B (Supplemental), Dili 10B. Sofia NEC, Yerevan NEC.
Abidjan NEC, Luanda NEC (Strategic/Asset Mgt), Frankfurt NAB, Abujn NEC,
Cape Town NEC, Phnom Penh NEC, Kabul NEC (Strategic/Asset Mgt), Kabul Cafe-
terin, Thilisi NEC, Tashkent NEC, Yacunde NEC, Dushunbe NECQ (Strategic/Asset
Mgr.], Conakry NEC, Tivana Annex, Phnom Penh TTSATD, Kampala USAID, Nuirobi
USAID, Bamako NEC, Astana NEC. Conakry USAID, Freetown NEC, Belmopan
NEC, Lome NEC, Bridgetown NAB, Kingston NEC, Acera NEC, Athens Annex, Bo-

ota Annex, Kathmandu NEC, Kathmandu USAID, Panama City NEC, Managua
[éili'}(?. Rangoon NEC, Algiers NEC, Managua USAID, Acera USAID,

In Design or Conslruction: Bamako USAID, Baghdad NEC (Supplemental), King-
ston USAID, Port-An-Prince NEC, Cindad Juarvez NEC, Berlin NEC (Strategic/Asset
Mgt), Taipei (Strategic/Asset Mgt) (design), Kigali NEC, Mumbai NEC, Quito NEC,
Skopje NEC, Skopje NOX, Beijing NEC, Khartoum NEC, Khartoum NOX, Jeru-
sulem Annex, Djiboutt NEC, Libreville NEC, Surabaya NEC, Abuja NOX, 'Thilisi
NOX, dohannesburg NEC, Suva NEC, Koror NOB (Strategic), Kolunia NOB (Stra-
tegic), Guangzhou NEC (design), Brazzaville NEC, Karachi NEC, Addis Ababa NEC,
Antananarivo NEC, Jeddah NEC, Manila NOX, Ouagadougou NEC, Riga NEC, Sa-
rijevo NEC, Tijuana NEC, Valletta NEC.

NEC-New Embassy/(lonsulate Compound
NOX-New Office Annex

USAID-USAID Annex Bldg.

NOB-New Office Bldg.

NAB-Newly Acquire{i’Bldg,

[0B-Interim Oftice Bldg.

We believe this program will probably run out to as late as 2018,
because we were starting from a very, very low base. When [ was
the Assistant Secretary of State for Administration, we had funds
to construct one new embassy a year. And it requires a major effort
when you have 160 embassies and approximately 100 consulates,
many of them not in the best condition, unsafe, and not prepared
to deal with the volumes and the concerns that we have in the
modern world, as you referenced earlier.
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This construction program has very much benefited from the
support of our oversight committees, which have been tremendous
in giving us direct appropriations, and also in getting for us, in ef-
fect, fees from other Government agencies which occupy our facili-
ties, so it’s the support you have given us have enabled us to con-
struct 53 and be working on 37 more.

Senator LUGAR. Thank you, Mr. Chairman.

Senator MENENDEZ. Thank you, Senator.

Let me return to Mr. Kennedy for a second round, here. I heard
your answers to Senator Lugar about the passport issue, and am
I to understand from your answers that you believe that systemic
changes have been now put in place that makes the possibility of
reliving the fiasco that we have, unlikely?

Mr. KENNEDY. Senator, I'm glad you added the word “unlikely”
at the end of it. If confirmed, this would be my responsibility, but
I jokingly and seriously say I can only ever offer a 99 percent guar-
antee. But, following the surge, [ was charged by the Secretary and
the Deputy Secretary, and the Under Secretary for Management
with assembling a State Department task force, and I have looked
into this very, very deeply, and was part of the working group that
mobilized the personnel to do it.

I believe with the production capacity that we now have, which
18 probably 25 million, with the additional personnel that we’re hir-
ing, with additional checks we have put into place at various points
along the line, and with the ability to potentially bring on more
personnel, including remobilized personnel from within the Depart-
ment, [ believe that I can offer you a very solid guarantee, that
barring some incredibly unforeseen circumstance, there will not be
a repeat of this.

Senator MENENDEZ. And, in that context, then, you would say to
me the Department is ready for the next phase of the Western
Hemisphere Initiative?

Mr. KENNEDY. We are building to that, yes sir, we are building
to that phase right now. We have the production capacity, and we
plan to expand the production capacity. Because as the Assistant
Secretary for Consular Affairs looks out into the future, they see
the demand for passports over the next 5 years rising to as possibly
as many as 30 million a year. So, we have brought back out of re-
tirement a senior retired Foreign Service officer whose specialty is
management and administration in regard to buildings, and he has
now been detailed to the Bureau of Consular Affairs, and is looking
to see what additional facility capacity we need to put into place
to keep us ahead, well ahead of that growth curve, sir.

Senator MENENDEZ. One last question to you, as you approach
this position. For 15 years, 13 in the House, on the House Inter-
national Relations Committee, and now having had the privilege of
sitting on this committee, [ have a real issue—I appreciated very
much in your opening statement, the comments you made about
having a workforce that is as diverse as America is, but I still be-
lieve that—this is going back over several administration’s now—
one of the worst Departments in the Federal Government—particu-
larly as it relates to Latinos in the Foreign Service and senior exec-
utive management ranks—is the State Department.
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And every time we broach this issue, you know, we talk a lot
about recruitment, and recruitment is great, [ actu*:lly got into law
several provisions to give the Department the money for recruit-
ment. The problem is that recruitment, in and of itself, doesn’t
solve the problem. When you want to get weeded out from the De-
partment, you're told by panels that you either cannot commu-
nicate effectively, or cannot write effectively. And I understand
both skills, but I think theyre subjective at the end of the day.

And so, I hope that in your new position that you’ll work tu-
ward—and I understand there is a timeframe here that, up until
a new administration, but you may very well be there after that
new administration—I hope that you will work with us to try to
truly diversify the Foreign Service and the senior executive man-
agement, because in a country that increasingly has a large num-
ber of Americans of Hispanic descent, it does not represent that at
the Department. Something I'd like to see you work with us on.

Mr. KENNEDY. Senator, I fully agree. If I look at the numbers,
the numbers are wrong. We have to improve them. You're right, we
have to do the right kind of recruitment, you have to spread your
net widely, you have to also offer training once you do have people
in the service.

If confirmed, one of the things that I have in the back of my
mind, which I might bring to the front, very quickly, is [ don’t
think that we cast a wide enough net, we have 17 diplomats and
residents arrayed around the country, numbers of them at Hispanic
and Historically Black Universities, but I don’t think that we have
fully tapped our potential for recruiting—major colleges and uni-
versities employ their alumni, who are spread all over the country,
to be their best recruiters.

I think that thc Statc Department should seriously consider, and
this was something that I'm very interested in doing, tapping the
network of retired Foreign Service officers who live in every State
in the union, and using them as, in effect, deputized recruiters to
go to every college and every university, and not just certain ones
to make sure that we are taking every option and every oppor-
tunity to get the diversity and get the people we need.

Senator MENENDEZ. Well, thank you. I appreciate your answer,
it’s very forthright. I look forward to working with you.

Mr. Mulvaney, let me ask you, with reference—you and I have
had some discussions about the position that you’ll have, and it’s
a very important one at a critical time, in my view, for USAID—
I heard your opening statement and I appreciated some of the
things that you included in there. How do you think that reduced
resources have affected USAID’s ability to carry out its mission?

And, while you're dealing with that reality, I would hope that if
you are confirmed in this position that you will be engaged with
members of the committee and members of the Congress, wha are
concerned about the future of USAID, about its mission, about
being the premier entity that has been at the forefront of develop-
ment assistance in the world on behalf of the United States and
putting that side of America’s face out there throughout the world.

And, including the AID mission in the budget process that’s so
critical—could I hear your views on that? It’s a lot, but I've talked
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to you about it before, I'd like to hear your view on the record, if
I may.

Mr. MULVANEY. Let me start out by addressing the three issues
you mentioned, and Ill try to go through each one of them that I
internalized.

First, how has declined resources impacted the ability of the
agency to implement its development programs and its mission? [
would say that the agency has been running on scarce OE for a
number of years. And this situation has created a number of chal-
lenges on the ground.

One can look at the growth in programmatic funds that the agen-
cy has had to implement, and it’s been dramatic since 2001. When
I first started in 2001, I think the figures were around $7 or $8
billion, and we’re almost at a doubling of that, $13 billion in terms
of what the agency actually implements, all spigots, all programs
around the world, in over 150 countries. Its regular OE budget has
more or less remained the same, its staffing levels have, more or
less, remained the same. It has desperately tried to backfill attri-
tion as people retire, so it’s been a struggle to maintain the quality
of our development programs.

But, I think the agency is committed to doing more with less, to
trying to be more efficient. That’s not to say that, perhaps in the
future, more resources couldn’t be used to help revitalize the agen-
cy, and [ think the senior leadership is committed to that goal.

In second point, you talked about morale at the agency, and how
it has suffered in recent years. And the importance of maintaining
it as the premier development agency—I'm aware of this issue, and
it is serious. What [ can add to improve it is an approach. While
serving the President, and being a part of an administration team
I would essentially play a strong role in listening to the career For-
eign Service officer, and the career civil service, becoming an advo-
cate for the equities of the agency, within an overall administration
framework.

I would make it clear to the staff that I'm present to facilitate
their work, and my sense of public service is not only to the Amer-
ican taxpayer, but my sense of public service is also to the rank
and file of the agency.

Your last point was on the budget process—and I assume that
the motivation of your question relates to making sure that the
long-term development objective is front and center in the DFA
framework as things go forward.

My sense of the agency is that, in the senior leadership of the
agency, and the Director of Foreign Assistance, his office—her of-
fice, now—is that they understand that, the rollout of the DFA
framework did not go well. Congress was upset about a number of
actions that were taken. A number of external stakeholders, NGOs,
and think-tanks were also not happy, and I think the senior leader-
ship 18 committed to making changes to that process after hearing
Congressional concerns.

To the extent I play a role in that process, I will carry your con-
cerns to them, and try to help the agency think about it. My port-
folio is different, though, from the actual programmatic decisions.

Senator MENENDEZ. Senator Lugar.
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Senator LuGar. Mr. Chairman, let me just follow along your
question. You've just responded, Mr. Mulvaney, that there has been
considerable consternation about, as you say, the roll-out of the Di-
rector of Foreign Assistance and that creation. And the morale
problems, at least that some have reported to us, seem to come
from personnel at USAID who have been affected in this roll-out
situation.

When we have hearings on the Millennium Challenge Program,
many members refer to the old days. The old days were USAID,
we had appropriations annually for a list of countries. Things hap-
pened, money went out, and sometimes there were oversight situa-
tions in which all that was accomplished was now precisely what
had been hoped for, or there were malfeasance in countries—all
sorts of difficulties.

Now comes along Millennium Challenge and 15 criteria for re-
ceiving funds, including what some have said is a rather laborious
process of democracy-building within the potential recipient, people
making decisions as to how the money ought to be spent, whether
for infrastructure of roads, or water supply for the people or what-
ever, which sometimes takes time. So, as a result, criticism has
come that not much money is being spent. That a lot of time is
going by, some feel the terms of members the House and the Sen-
ate may go by before something occurs there, oversight is rather
difficult.

Now, if that is difficult for us to contemplate, it must be very dif-
ficult for the career employees who are involved in this process, as
different criteria, different expectations occur—how would you esti-
mate the suecess of this process, of working through the Millen-
nium Challenge criteria and programs which, at the end of the day
many people do contend is probably a good idea for countries to
take responsibility for decisionmaking, take responsibility to fight
corruption, so that even after we've deemed that a road should be
built, in fact, if it isn’t built and the money is out in a Swiss bank
that, for some reason nothing occurs—I just ask you, as a profes-
sional in this, trying as you say, to listen to, not to salve the
wounds of the process, but in this coming year, really, try to meld
together all of this—what do you have in mind? Do you have any
action points that you can share with us?

Mr. MULVANEY. Senator, thank you very much for the question,
I understand your concern.

The portfolio, I would assume, is actually more in the back room
of the foreign assistance process, it's not the front-line policy proc-
ess. So, a lot of the decisions, ideas, and points that you make
wouldn’t actually relate to the position I would fulfill, but I will
share a couple of thoughts with you, in the spirit of trying to an-
swer your question.

My own view of the MCC, and I think it’s shared by other folks,
ig that it was not a replacement of traditional core accounts of U.S.
foreign assistance, particularly those accounts administered by
USAID. The intention of the MCC was to be an incremental spigot,
of ODA that would have a number of characteristics that would in-
corporate lessons learned in development, which is an imperfect
process, as we all know.
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Some of those characteristics were that the MCC would be non-
earmarked money. It wouldn’t be tied aid, and it would be flexible,
in Lthe sense of being able to work with developing countries, allow-
ing for the principle of local ownership to be incorporated into com-
pacts.

The existence of the MCC has, I think, impacted agency morale.
The agency views the MCC a bit enviously, to be frank. They would
like to have some of those same flexibilities. But, one thing I would
point out is that, AID is the backbone of the U.S. foreign assistance
architecture. There’s no substitute for it. We need it and it can’t
go away. The MCC, to my knowledge, as a staffer in the process,
helping the institutions in the House and Senate contemplate how
that would fit in a niche of U.S. foreign assistance policy—the in-
tent of that institution was that it would only operate in a limited
number of countries—20, 25, some of the better performers—but
AID operates in over 150 countries. It has a direct, higher presence
in 75 or 80.

Let me stop there, and see if [ answered your question, sir,

Senator LUGAr. Well, that’s very helpful, and obviously, this is,
sort of, an essay-type exam in which you could go on through sev-
eral chapters. But, I think that’s thoughtful. The backroom, essen-
tially, the difference between the numbers—25 as opposed to 160—
sort of the backbone stability give, I think, a good outline of sort
of where you're headed, and some counts you might give.

Let me just ask one more question, and that is, we talked to Mr.
Kennedy about the building of embassies, and the question often
arises—should the new U.S. embassies include the USAID missions
in the embassies? Obviously, historically, several of the missions
have not been in embassies. Some have argued that’s good, some
have argued that’s not so good. What is your general judgment,
and for that matter, if you can’t make a general judgment, what
are the facts, in terms of embassy planning that you will have to
deal with as you counsel USAID officials?

Mr. MULVANEY. Senator, thank you for the question, it’s an im-
portant one. I will be assuming this position in a continuum of de-
cisions that have gone on before me. It was Secretary Powell and
Deputy Secretary Armitage that made the initial decisions about
having new embassy compounds constructed, and having co-loca-
tion between the State Department and USAID. There is no doubt
that these co-locations into new embassy compounds that are going
to be affecting the delivery model of USAID, because in many coun-
tries around the world, they have had separate missions, and now
they are going to be co-located.

I think the agency and the State Department are committed to
a good faith effort, though. To the extent that there is co-location,
and perhaps a consolidation of administrative services that serve
both State and AID, there must there must be an importance
placed on the objectives of efficiency, cost savings, and respect for
each organization’s different but complimentary mission. And, if
those aren’t achieved, that there’s an objective of security for all
U.S. Government personnel serving in these compounds.

I will be assuming this post and working as a team member with
my colleague here who is at the table, if 'm confirmed. So, [ hope
[ answered your question, sir.



872

Senator LUGAR. Yes, thank you very much.

Mr. Chairman.

Senator MENENDEZ. Thank you, Senator. I have one final round
of questions, and I don't want you to think that Senator Lugar and
[ actually choreographed this tag-team, but when he raises some-
thing that is of interest that [ had, [ want to raise it, follow-on.

In his questions to you, Mr. Mulvaney, about the Millennium
Challenge Account, if I understand correctly, you actually led the
final negotiations of a staff agreement with the exccutive branch,
establishing the President’s new development assistance initiative,
known to us now as the Millennium Challenge Corporation, when
you served as an advisor to then-Congressman Colby.

Now, one of the—ironically, one of the programs that’s cut into
the sovereignty—not just about money—but the sovereignty of AID,
is the Millennium Challenge Account and, in fact, an overwhelming
majority of countries that have received MCC monies have seen
their own USAID funds slashed.

Now, I really, my ears perked up when you said—in response to
Senator Lugar—this is not meant to be a replacement, and cer-
tainly those of us who supported the MCC believed it to be addi-
tive, not as a replacement. So, 'm glad to hecar that that’s your
framework of mind, as well.

But, can we have a better coordination between AID and MCC?
It just seems to me that we’re missing out on some opportunities
here, I'd like to hear your insights on that.

Mr. MULVANEY. A couple of thoughts—and again, this is beyond
my portfolio that I would be confirmed for, so these are all my own
personal views. Interagency coordination in foreign assistance has
been a very difficult process and challenge from the Congressional
viewpeint—and I haven’t been in the executive branch—but in the
design of the MCC, one of the things that Congress created was an
Interagency Board that would provide oversight over those foreign
assistance programs, and that includes Department of Treasury,
State, USAID, and USTR.

And that board structure was intended to enhance interagency
coordination, AID being on the board, particularly, would give it
the oppertunity to interact with the MCC at a very high level, so
that there would be coordination.

Can there be better coordination? I think we always can see bet-
ter coordination as a possibility.

You raised a point about bilateral funding levels of, say, the
agency, where MCC countries have compacts. [ would say this
point was one that was left open as to what would be the interface
of USAID in that particular country, if it would change, if it would
be modified to the extent that the agency would pivot and focus on
potentially non-MCC-type programs. [t was an open question,
largely because the administration did not have a clear blueprint
on how it was going to implement the MCC. So, it was an area that
was destined for further Congressional oversight and interaction.

Senator MENENDEZ. Well, that’s a good cause for me and the sub-
committee to do some of that. [ appreciate that insight, because we
have, I believe that those of us that supported MCC believe that,
in fact, what has happened is that it has become a replacement
versus additive, in its totality of its nature.
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And the coordination, have a USAID sit on the board, that’s one
thing. But, when we have missions in-country, that are then also
having an MCC compact, that's the type of coordination I'd like to
see us more succeed.

Mr. Heath, I didn’t want you to think you were out there all by
yourself. At the—I know you were saying, “Wow, I'm going to get
away with it.” [Laughter.]

But, I was impressed with your answers privately, I just want
to go one or two things with you publicly.

" The United States is the single-largest country contributor the
IMF, with cumulative contributions of over $55 billion to the quota
of the organization, so this is a very significant position.

I'd like to hear from you, what do you believe are the top three
priorities of the Office of the U.S. Executive Director in the year
ahead, since that, as the alternate you will may—you will be called
upon to cast your vote or advocate policies there, I'd like to hear
what you believe are the three top priorities we should be pur-
suing?

Mr. HEATH. Thank you, Senator. The priorities for the Executive
Director’s office certainly touch on all of the disparate issues now
that are coming at the IMF.

For my own view, [ would believe the first priority is on ex-
change rate surveillance. I strongly support the Executive Board’s
decision to incorporate exchange rate surveillance activities in its
Article 4 consultations, the decision of June 2007, and it is vital to
implement this decision in a firm manner.

This issue of exchange rate surveillance is an old one, in fact, for
the IMF, something they've grappled with for about a generation,
and I think the time is certainly overdue for firm action in this
area.

Second one, I would say, was the reform of the IMF governance.
We are witnessing in the current turbulence in credit markets, the
emergence of emerging market countries as a stabilizing force, and
as a group accounting for more than half of global growth, it’s only
appropriate, in fact, vital, that these emerging market countries as-
sume leadership and responsible positions in the global community
of finance, and certainly having representative positions in the IMF
would reinforce that.

Finally, a third priority would be the integration of capital mar-
kets and financial markets analysis into the surveillance, Article 4
surveillance, and indeed, the full range of work done by the IMF.
Again, we have seen, the latest turbulence in the market, a need
for more profound or deeper examination of capital markets, of
their functionings and how they affect players around the world.

Ironically, this latest crisis emanated from the most sophisticated
economy in the world, that is, the United States economy, when
others are looking for low-income countries to generate crises, it
comes from an unexpected quarter. And so, it underscores the im-
portance of integrating much more serious and profound analysis
and examination of capital and financial markets into the work of
the IMF.

And, if confirmed, those would be the areas [ would be keenest
on,
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Senator MENENDEZ. When you speak about reform of governance,
can you give me a sense of what you mean by that?

Mr. HratH. The emerging market countries certainly should
have a larger voice and a larger vote. One of the analyses that im-
pressed me was a simple one of comparing the voting power of
China, Brazil, and India with [taly, the Netherlands, and Belgium.
[ found that the former countries had 19 percent less voting power
than the latter countries, even though the former countries have
GDP four times that of the latter group of countries.

We are expecting emerging market countries to be responsible
players in the International Monetary System, it’s important that
they have the vote and responsibility to support the institutions
that now are residing with other high-income countries.

Senator MENENDEZ. Two other questions—do you believe the
IMF has a role in promoting and facilitating economic develop-
ment?

Mr. HEATH. Yes, I do. And, as we enjoyed in a conversation last
week, the importance of fundamental policies, macro-economic poli-
cies as preconditions for growth is important to that kind of
growth, within the United States and in low-income neighborhoods
in the United States, as well as around the globe.

The primary responsibility of the IMF, of course, is macro-sta-
bility, and encouraging growth through that kind of stability, as
well as through sound debt management and strengthened macro-
economic institutions.

So, I believe its role is distinct from that of the World Bank and
the recent commission by Pedro Moran, underscores the need for
collaboration, but a distinct role where the World Bank has, really,
the tools for a long-term development finance, whereas the IMF,
while it has loan facilities for short-term needs and balance of pay-
ments needs, really has the expertise and mandate to encourage
macro-stability in those countries as a fundamental for growth.

Senator MENENDEZ. Finally, debt relief has been at the forefront
of the development debate for many years. The IMF has partici-
pated, starting in 1996 in the heavily indebted poor country initia-
tive,

Now, there are some who believe that this has not had the suc-
cess that they think it should have. What do you believe are the
success and failures of that program, and how do we make sure
that debt relief promotes economic growth and poverty reduction?

Mr. HEATH. The most recent round of debt relief involving the
multilateral debt relief initiative, which, [ think was from 2005,
joined the earlier initiative of the heavily indebted poor countries,
the HIPC initiative, and are strongly supported by the administra-
tion. The debt workouts that—and policy changes, I think—that ac-
company the forgiveness of debt strikes me as someone who’s not
intimate with the details not being in the position nonetheless, as
the weak part of the program, and would require much more atten-
tion, I think, than they've been receiving.

It’s important, not only that countries work, be free of debt, but
operate in such a way that they don’t return to an indebted situa-
tion. So, it requires building institutions, the technical assistance
necessary to create stability and the economic power, the depth of
financial markets to avoid returning to that situation.
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Senator MENENDEZ. In other words it’s not just the relief, it’s the
structure of the relief?

Mr. ITEATH. Yes, sir.

Senator MENENDEZ. Thank you.

Senator Lugar?

Senator LUGAR. Thank you, Mr. Chairman.

Mr. Heath, you've raised, I think, some very sophisticated points
that, undoubtedly you’ve already made in consultation with your
colleagues at the IMF, or will shortly.

But, I just want to reiterate some, and gain further comment
from you, because I don’t think it’s well understood in this country,
quite apart from, on the board of the IMF, the extraordinary
change 1s that you exemplified in the contrast of three countries,
and their contribution to world economy, as opposed to three that
are underrepresented, and the disproportion is staggering and
growing.

Now, without offering investment advice, either one of us, the
fact is that so-called emerging funds, mutual funds, as opposed
even to international mutual funds, as opposed to, say, something
based on the Dow Jones of our basic countries, have extraordinarily
different returns, not only in this year, but, say for the past 5
years.

And so many investors who note this arithmetically are aware of
it, but on the other hand they don’t ponder, why is this so? How
can this be sustained, this separation that is growing very large
with the Dow Jones being our companies, as opposed to some that
are represented clearly by emerging markets. But, it used to be
part of the clientele of the IMF.

Now, this leads many questions, why haven’t IMF—is that part
of world history 7??passe??? And, obviously you would respond, as
you have, if not so, then you have experts there, an extraordinary
talent pool of people delving inte current problems in the world
that still include debts of many countries—a situation in which,
even as we describe, the rich becoming much richer, the poor really
may be at the bottom of the heap.

And some of these countries are afflicted by problems of HIV/
AIDS and malaria and tuberculosis, problems of agricultural fail-
ure that come up in this committee, or some of our other commit-
tees, in other words, huge, huge problems that don’t necessarily af-
fect the IMF, but they do in the sense of debt or interrelationships,
those budgets, those countries with others.

I'm just curious, as you take a look at your responsibilities, the
advice you will get from our country—how receptive is the current
leadership of the IMF? Or others who have responsibilities, or are
gsifting around the table? May not be officers, but nevertheless, cer-
tainly large shareholders, to these kind of changes? Do you feel
that there is a fairly universal recognition of what we're talking
about today, in terms of the changes that sovereign funds bring, for
example, as opposed to the kind of capital the IMF or the World
Bank or others used to dispense?

Mr. HEATH. Well, thank you Senator Lugar for that question. It
gets to the heart of everything, I suppose. And I would like to actu-
ally return and—after, if confirmed, in such a job, I could give a
better assessment of the receptivity of leadership there, or in other
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countries to change, but certainly for some of the reasons you men-
tioned, it strikes me as, there is a high level of receptivity. I do
think that the surprise of the current credit market turmoil that—
as [ mentioned before—coming from a most sophisticated of mar-
kets, and not the least sophisticated, is something that catches the
attention of people around the world.

In the emerging markets stock performance that you mentioned,
now I see talk of bubbles in Chinese housing and other asset mar-
kets. So, it’s prudent for people to pay attention, not only on the
extraordinary up side, but what dangers are inherent in that kind
of rapid growth.

Generally, these support the notion of caution about imbalances
around the world, financial imbalances, and an orderly unwinding
of these imbalances. The new leadership at the IMF, Monsieur
Strauss Caan begins in a couple of days, has indicated a receptivity
to a number of reform proposals, not only in the governance of the
I[MF, but looking beyond that to the role.

And that’s going to be the real test for the IMF is, does it really
step up to a new type of leadership that the world, in some sense,
wants in dealing with vulnerabilities and crises and avoiding them,
or is it going to be passive and more or less a think tank with a
lot of expertise that offers advice, but no urgency about implemen-
tation? I think that’s the key of the emerging market issue—are
the players invested enough in the organization, so not only can
they discuss policy, but make deals that stick.

Senator LUGAR. This intrigues me, just to ask this question. For
example, some have pointed out that one of the reasons why the
emerging market banking systems are doing so well comparatively
during this system, is that perhaps they were not so “sophisti-
cated.” We can drive these subprime loans, package them in all
sorts of attractive packages, flog them off around the world to other
sophisticated bankers, who now have them in their portfolio, as the
triggers are going off, and explosions occurring unexpected, here
and there and, in other words, many of the so-called emerging mar-
kets were not receptive of this, maybe were not considered so so-
phisticated, thus do not have all of these time bombs sitting around
in their safes every day, wondering what will happen to the rest
of their economies.

Could the IMF, in an ideal situation, be a counselor to banking
systems throughout the world? Maybe they wouldn’t have spotted
our sophisticated subprime loans, and the packages, and all of the
fallout, but maybe some might have been bright enough to do so.
That is, to understand, as you say, these imbalances in the world.
Imbalances that are further exacerbated when this type of thing
with the subprime business in the United States causes explosions
all over the world, not just with regard to our own economy.

And, I'm wondering if this is a potential role for the sophisticated
people who were sitting around the table, maybe dealing with other
problems in the world at a different point, but now realizing that
these imbalances themselves could throw things awry and create
great suffering, as huge recessions occurred in various parts of the
world, simultaneously, trade dried up, credit situations, ditto—that
is the kind of thing, I think, that worries many of us, I'm sure you
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as a professional in this situation. What do you see as the possibili-
ties here of a role for the IMF?

Mr. HEATH. Yes, Senator, I think you've explained very well Lhe
possibility here for a high-level coordinating function for work al-
ready being done, perhaps by the Bank of International Settle-
ments or other bodies, but there certainly has, is no parallel to the
IMF’s credibility in this area. And, I would be interested in pur-
suing that, or helping to define that emerging role for the [IMF.

It’s bound to be significant in, not only highlighting concerns as
they've done, but as I say, actually making efforts to reach agree-
ments on activity, actions that should be taken by member states.

Senator LUGAR. I appreciate that.

Mr. Chairman, as a point of personal privilege, I would com-
pliment you on pointing out the responsiveness of the daughters of
Mr. Mulvaney when he was testifying, which was exemplary.

I would like to also add, that the sons of Mr. Heath, when they
were introduced, stood proud and straight and they looked like can-
didates for public service if I ever saw them. [Laughter.|

Mr. HEATH. Senator Lugar, their grandfather is a graduate of
Purdue University and takes an active interest in the next genera-
tion of Purdue University students.

Senator LUGAR. Great Hoosier roots, [ knew it. That’s great.

Senator MENENDEZ. If you had said that at the beginning, you
would have saved yourself all of the questions that were—

[Laughter.|

Senator MENENDEZ. Thank you, Senator Lugar.

Well, we appreciate, this is refreshing to hear some rather
straightforward answers to questions. The administration would be
well-served to send more people like you up here to give us
straightforward answers to some questions.

With that, I understand that it is Chairman Biden’s desire to
move these nominations quickly. However, the record will remain
open until 6 p.m. this evening, so that committee members may
submit additional questions to the nominees, I myself have a few,
but in the fairness of time, here, we’ll submit it for the record. We
ask the nominees to respond expeditiously to these questions.

If no one has any additional comments, the hearing is adjourned.

[Whereupon, at 3:54 p.m., the hearing was adjourned. |

ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

PREPARED STATEMENT OF HoN, CHUCK HAGEL,
U.5. SENATOR FROM NEBRASKA

Mr. Chairmuan, the Senate Foreign Relations Committee meets today to consider
the President’s nominees for three important positions—DMr. Sean K. Mulvaney to
be the Assistant Administrator for Management of the ULS. Agency for International
Development (USAID), Mr. Daniel D. Heath to be the Alternate Executive Director
of the International Monetary Fund, and Patrick Kennedy to be Under Secretary
of State for Management.

Sean Mulvaney has been nominated to be the Assistant Administrator for Man-
agement at the United States Agency for International Development (USAID).

Endemic global poverty remains one of the biggest challenges we face in the world
today. [t is in America’s national interest to help developing countries to achieve
stable and effective economic, political, and social institutions in order to reduce
poverty and ease the strain of human despair. Foreign assistance is central to our
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efforts to address the fundamental challenge posed by poverty in our world, and
USAID will continue to play the lead role in this sffort for the United States.

USAID faces a number of internal challenges over the course of the next several
vears, including long-needed foreign assistance veform and the continuing need to
make the agency’s financial management and administration as transparent and ef-
ficient us pessible, Recruiting and sustaining USAILD professional staff will be a key
priovity and one that vequires closer attention. Contracting oversight will also ve-
quire close examination, particularly in light of recent developments in Iraq and
elsewhere. The role of the Assistant Administrator for Management of USAID is in-
tegral in addressing these issues.

Ir. Mulvaney has a strong management and administrative baclkground, with de-
grees from Washington University i St. Louis and the 'i‘hunderhir% School of Glob-
al Management. Notably, from 2005 to 2007, Mr. Mulvaney handled budget, appro-
priations, and U.S. trade policy as an Assistant to the Speaker for Policy in the {J S,
House of Representatives. As adviser to Honse Foreipn Operations Appropriations
Subcommittee Chair, Congressman Jim Kolbe. Mr. Mulvaney helped in the develop-
ment and negotiation of & number of important appropriations bills and programs
including the Millennium Challenge Corporation.

Mr. Mulvaney will need to ensure the integrity of the agency’s administrative and
management operations in a rapidly changing and highly complex international en-
vironment.

We are also here to consider the nomination of Mr. Daniel Heath to be U.S. Alter-
nate Executive Dirvector of the International Monetary Fund (IMF).

Today, we live in a globally interconnected society underpinned by a global econ-
omy. The IMF plays an important role in the stability and prosperity of that econ-
omy.

The mission of the IMF is to promote economic growth, international financial co-
operation, and economic order. The organization will faee a number of challenging
issues over the next several years, including internal institutional and structural ve-
form, the possibility of deteriorating finances, a new IMF Managing Director. and
a rapidly growing developing world. The organization will need a strong, steady U.S.
presence in order to navigate these difficult challenges.

The United States. is the IMEF's lmrgest contributor, with substantial influence on
the body's decisionmuking. As the primary LS. representative at the IMF, the office
of the 1.8, Executive Director has a very influential and important role to play in
the stability and growth of the global economy. ‘I'he Alternate Director must have
a comprehensive knowledge and nnderstanding of international sconomie and finan-
cial issues, vepresent ULS. intevests abrond, and be able to colluborate and cooperate
with each of the other 181 IMF member countries—as well as America’s own Treas-
ury Department and other U.S, Government officers und agencies.

Mr. Heath will bring a strong record of government, academic, and business expe-
rience to this important position. Heath has served on the National Economic Coun-
cil at the White House as Associate Director for nearly 6 years. He also served at
the Office of Manugement and Budget for over a decade as a Senior Economist.
Heath has also served as the Director of Economics at Oxford Analytieu, an influen-
tial international consulting fvm.

Finally, the committes will consider the nomination of Patrick Kennedy to be the
Under Secretary of State for Management.

This is a vital position to effective and efficient operations at the State Depart-
ment. With State Department officials posting in embassies and consulates span-
ning the globe and several thousand employees in Washington, DC, the Under Sec-
retary for Management must be highly experienced in administration and com-
mitted to these challenging tasks.

Contracting oversight will be an immediate task that Ambassador Kennedy will
have to address. Our reliance on contractors has led to deep problems, with foreign
policy implications, particularly in lrag.

Ambassador Kennedy is not new to this job, having served as acting Under Sec-
retary for Management from 1996 to 1997, Since that time. he has served in several
top management positions, including as Director of Manapement Policy at the State
Department, as Acting Chief of Staff at the Office of the Li)iret:tm‘ of I\}{ationul Intel-
ligence, and as Chief of Staft of the Transition Office in Baghdad.

The committee looks forward to heaving the testimony of Mr. Mulvaney, Mr.
Heath, and Mr. Kennedy. | believe that each of the nominees is qualified and de-
serves speedy consideration by the committee. | wish all three of these professionals
continued suceess and lonk forward to working with them at this eritical time in
our country's history.

Thank you.
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RESPONSES OF PATRICK F. KENNEDY TO QUESTIONS SUBMITTED
BY SENATOR RUSSELL D. FEINGOLD

Question, Secretary Gates has recently stated that, at the moment, State Depart-
ment security contractor methods and the United States military’s effort to protect
the Iragi populition are at odds. Do you agree with this assessment and, if so, what
will you do to address this serious problem?

Answer. The utilization of security contractors is essential to the Department of
State’s engoing diplomatie and reconstraction efforts in Iraq. Without security con-
tractors, the Department would simply not be able to interact with our counterparts
in the Iragqi Government and population in furtherance of our eritical mission and
obligations to our [raqi partners, That being said. the Deputy Secretarvies of State
and Defense have agreed to implement all of the recommendations in the Report
of the Secretary of State’s Panel on Protective Security Services in Iragq which in-
volve both Departments. This follows on Secretary Rice’s previous decision to imple-
ment all of the panel’s vecommendations which were s(a?&_ly State Department re-
sponsibilities. A number of these steps were intended specifically to better coordi-
nate our security measures with MNF-I operations.

Additionally, the Deputy Secretaries established a working group with three
teams to implement those recommendations and recommend any further necessary
steps. Meetings have already begun on ways to inerease coordination and oversight,
The deputy secretaries and secretaries will continue to be actively involved on this
issue.

Question. Has the Department of State conducted a legal analysis of whether the
excessive use of force, 1f committed by private security contractors, could be pros-
ecuted under the War Crimes Act? If so, Iple-uﬁt- provide that analysis. If a private
seeurity contractor in Iraq acted with reckless disvegard of civilian fiﬁf“e and that con-
duet resulted in the death of a civilian who was not participating in hostilities.
would this be a violation of Common Article 3 of the Geneva Conventions covered
by the War Crimes Act?

Answer. Private security contractors hived by the Department of State in lrag are
civilians, They arve not eivilians accompanying the U5, armed forees, nor ave they
mrticipating m armed conflict. Their primary mission is to protect diplomats from

arm, nob to engage in combat operations. Indeed, the individuals they ave pro-
tecting are generally civilinns, not military officials. The ordinary duties of these se-
curity contractors therefore ave generally governed by any relevant apgreements be-
tween the United States and the host country related to theiv activities and by ap-
plicable US. and host country rules governing law enforcement-type activities (as
the Secret Service presumably would be when protecting the President overseas),
rither than by the laws of armed conflict, including the Geneva Conventions and
their Common Avticle 3. [f one of the Department’s private security contractors com-
mitted a serious crime, the Department of State wounld rvefer the matter to the De-
purtment of Justics which would evaluate, among other provisions, whether the con-
tractor had violated the War Crimes Act.

The Department of State has not conducted a formal legal analysis of whether the
excessive use of force, if committed by private security contractors hired by the De-
partment, could be proseeuted under the War Crimes Act.

Question. U.S. military commanders have complained that contractors have fired
unaimed shots to clenr their way in Baghdad. One of the changes you suggested to
the rules for the use of force is that all shots must be aimetlr shots. Do unaimed
shots in urban areas violate the Geneva Conventions?

Answer. A basic principle of the law of international armed conflict is that com-
batants are to distinguish between combatants and noncombatants and between
military objectives and civilian objects when earrving out an attack. Whether
unaimed shots by a combatant in urban aveas violate this principle depends on the
specific facts and circumstances prevailing at the time.

In making the specific recommendation, the review panel had been comparing De-
sartment of State policies and procedures with those of the Department of Defense.

he panel found that the State Department’s written puidelines for when to use
force were robust and more detailed than those of the Department of Defense. How-
ever, the panel found that DOD's rules on how to use force were move clearly writ-
ten, and thus recommended that DOD's language be added.

Question, To date, both the State Department and the Defense Department have
relied on a self-reporting system to ensure oversight of contractors’ actions. U.S. offi-
cinls have stated that they do not think that all incidents are reported. Self-reports
from two of the three State Department security contractors, DynCorp and
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Blackwater, both average around one shooting a week. Has the Department con-
ducted an anulysis of whether these shootings were justified? If so, please provide
any reports that the Department prepaved. Whal peresnlape of Lhose incidents in-
volved unaimed shots or aimed shots conducted without sufficient prior warning?

Answer. Personal Security Specialist (PSS) contractors working under the WPPS
contract are required to immediately report operational incidents of weapons dis-
charges, attacks, serious injury, or death. Contractors ave also required to report in-
cidents of a negative nature, including incidents that would reflect negatively on the
United States, the State Department, RSO, or the contractor. Bach post has a Chief
of Mission approved post specific Mission Firearms Policy that includes reporting ve-
quirements l!‘m‘ weapons discharges. The RSO, Contracting Officer, and the program
office receive such notifications simultaneously.

Significant incidents involving security contractor personnel arve reviewed by the
RS0 and by relevant management and oversight offices within the Department to
ensure that specific use-of-force incidents ave consistent with Department policies.
Incidents of security personnel misconduct are addressed through procedures in ac-
cordance with our contractual arrangements.

The addition of a State Department special agent to every movement will improve
leadership and oversight, and not require us fo rely on self-reporting by the con-
tractor.

The WPPS base contract and guard contracts vequire ull security personnel to fol-
low the Mission Firearms Policy of the post to which they are assigned. Any use
of force by security personnel in the course of operations must comply with this pol-
icy.

Embassy Mission Firearms Policies are defensive in nature, while at the same
time taking into account specific circumstances survounding our security operations
in an active war or high-threat zone. The Mission Firearms Policy is founded upon
the Dapartment of State’s respeet for the paramomt valie of all human life, wd
our commitment to take all reasonable steps to prevent the need to use deadly force.
Accordingly. the touchstone of the policy is necessity; deadly foree can only be used
in situations where there is no safe alternative to using such force, and without
which the security personnel and the individuals they are charged with prorecting
would face imminent and grave danger.

In Iraq, nine personnel have been removed from the Worldwide Personal Protec-
tive Services (WPPS) program for shootings not in accordance with the rules of en
gagement in the Mission Fivearms Policy. Based on a program office review, two in-
dividuals that had been removed from the WPPS program after u 2005 incident
were declared eligible to return to WPPS, although they have not veturned to date.
One incident, which occurred on December 24, 2006, in [raq, is under review by the
Justice Department. The Seprember 16, 2007, incident in lrag is currently under in-
vestipation.

One individual, employed in [rag by Triple Canopy Inc. under the Baghdad Em-
bassy Security Force contvact, was removed due to the discharge of a weapon. The
incident oceurved on November 7, 2005, and involved a third country national guard
who. during an indirect fire artack, discharged his weapon ar a Vﬂgifilﬁ from which
the guard believed an RPG had been fived. There were no injuries as a result of
this ncident.

DOS is eurrently conducting a comprehensive review af ull use-of-force incidents
m Irag. As this process is ongoing, the Department will provide you with an update
once that review is complete.

Question. I understand that the reports provided by the contractors are reviewed
by State Department management. [n the past, what has kept contractors from re-
porting that all of the shootings were justified if in fact some were not justified?

Answer. Personal Security Specialist (PSS) contractors working under the WPPS
contraet are requived to immediately report operational incidents of weapons dis-
charges, attacks, serious injury, or death. Contractors ave also required to report in-
cidents of 4 negative nature, including incidents that would reflect negatively on the
United States, the State Department. RSO, or the contractor. Each post has a Chief
of Mission approved post-specific Mission Firearms Policy that im:lm‘les reporting re-
guirements for weapons discharges. The RSO, contracting officer. and the program
office receive such notifications simultaneously.

Significant incidents involving security contractor personnel are reviewed by the
RSO and by relevant management and oversight ufﬁceﬁ within the Department to
ensure that specific use-of-force incidents are consistent with Department policies.
Incidents of security personnel misconduct are addressed through procedures in ac-
cordance with our contractual arrangements,
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The addition of a State Department special agent to every movement will ensure
that any shooting is reported.

Question. In your view, if there is no independent oversight of the activities of pri-
vate security contractors in the field, will their behavior change?

Answer. The Secretary's decision to implement the coordination and oversight rec-
ommendations, such as the addition of IJS agents to motorendes, vehicle cameras,
and the establishment of the Embassy Joint Incident Review Board, will ensure the
highest level of accountability for the Depmitment’s protective security contractors.

he Department of Stute and Department of Defense have already initinted a se-
ries of meetings to inerease coordination and to enhance current contractor methods
as appropriate. Moveover, the Embassy in Baghdad and the Iragi Prime Minister's
office have established a joint Government of Iraq and United States Government
Commission of Inquiry to examine issues of security and safety related to United
States Grovernment-affiliated protective security operations and to make joint policy
recommendations.

Question. Pursuant to your recommendations to the Secretary, will the RSO staff
accompanying the security details have command control over the security details?

Answer. Pursuant to the Secretary’s mandate following the September 16 inci-
dent, a diplomatic security special agent is curvently serving as the agent in charge
(AIC) of all protective seeurity defails (PSD) for Chief of Mission personnel and has
command control over the security detail.

Question. If so, will this include command over the contractor helicopters that
overfly some of these convoys?

Answer. RSO air assets are currently under command control of the Regional Se-
curity Office’s (RSO) Tactical Operations Center (TOC). If assistance from air assets
is required, the ALC will request support from the TOC.

The diplomatic seeurity special agent in charge of the TOC will then authorize
air support.

Question. What are the rules for the use of force for contractors operating those
helicopters?

Answer. The rules for the use of force outlined in the RSO Baghdad Mission Fire-
arms policy apply to all personnel under Chief of Mission authority, to include RSO
air assets.

Question. You did not recommend that State Department security personnel ac-
company the advance teams that clear the route ahead of the motoreade, correct?
If so, that means at least half of the movements of private security details will not
be accompanied, correct?

Answer. Pursuant to the Secretary’s mandate following the September 16 inci-
dent, a diplomatic security special agent is curvently serving as the agent in charge
of all protective security detnils for Chief of Mission personnel and has command
control over the security detail. This includes the advance tenms, principal’s motor-
ade, and the tactical support teams (TST). As a result, all movement phases of pro-
tective security details are being accompanied by DS agents.

Question. Of the over 300 incident reports since January 2005, how many were
filed by advance teams?
_ Answer. DOS is currently conducting a comprehensive review of all use-of-force
incidents in Irag. As this process is ongoing, the Department will provide you with
an update once that review is complete.

Question. Is it correct that, during the September 16 incident, the Blackwater ad-
vance team members were among those that fired their wenpons?

Answer. At this time, the Department of State cannot comment on any aspect of
the ongoing Department of Justice investigation and review of the facts surrounding
the events of the September 16 incident. :

In addition, my mandate to study the operations of security contractors in Iraq
did not include investigating the September 16 incident.

Question. Will the Department continue to rely on the self'-re;’mrts of advance
teams since those teams will not be accompanied by DSS personnel?

Answer. Pursuant to the Seeretary’s mandate, a diplomatic security special agent
is curvently serving as the agent in chavge of all protective security details for Chief
of Mission personnel and has command control over the secuvity detail. This in-
cludes the advance teams, principal’s motoreade, and the tactical support teams. As
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a result, all movement phases of protective security details are being accompanied
by DOS agents.

Guestion, What about subcontractors at any level who provide security tor State

Department contractors?

Answer. At this time, the application of oversight policies to State Department
and Defense Department subeontractors is under review by the joint Department of
State and Department of Defense working groups.

Guestion. Will the recommendation to have DSS employees accompany all motor-
cades apply to USAID security details and details for other civilian personnel under
Chief r)P R[iﬁsion anthority?

Answer. All personnel, including USAID and civilian personnel. under Chief of
Mission authority ave requived by Mission policy to travel with a regional security
office protective security detail.

Quuestion. Does it apply to State Department subcontractors at all levels? If not,
how many subcontractors will not be covered by this requirement?

Apswer. At this time, the application of this policy to State Department sub-
contractors is not being considered. DS does not have the manpower or resource re-
quirements to establish and sustain such a requirement.

Question. How many employees are there in Iraq under Chief of Mission author-
ity?

Answer. As of October 26, 2007, there are 1,183 authorized U.S. positions and 196
loeally employed staff in Iraq.

Question. how many security details do they require on a daily basis?

Answer. There are 49 total protective security details (PSDs) currently opervating
in Iraq: Baghdad—34 PSDs; Basrah/Tallil—5 PSDs; Al-Hillah—5 PSDs; and Kirkuk/
Erbil—5 PSDs, PSD missions are eonfigured based upon such factors as the venue,
threat envivonment, and may include the deployment of an advance team, prin-
cipal’s motoreade, tactical support team, and explosive detection dog (EDD K-
teams.

Question. | commend you for recommending that the Embassy Joint Incident Re-
view team include employees of Federal agencies other than the Department of
State, This makes sense given the fact that as protectees of contractors, State De-
partment employees have a conflict of interest when they investigate their wrong-
doing. Indeed, the Associated Press reported that one of the witnesses at the Nisoor
shooting said that State Department personnel “tried to intimidate him into chang-
ing his story” and that his account was consistent with other accounts that the ini-
tinl State Department investigation appearved to be an attempt to “vindicate the
Blackwitter guards.” Has the State Department investigated these allegations? If so.
what conelusions did the Department reach?

Answer, At this time, the Department of State cannot comment on any aspect of
the angoing Department of Justice investigntion and review of the facts surrounding
the events of the September 16 incident. In addition, my mandate to study the oper-
ations of security contractors in Iraq did not include investigating the September
16 incident.

Question. Has the State Department permitted priviite security contractors to re-
move employees who have allegedly used excessive foree from Iraq?

Answer. In Iraq, nine personnel have been terminated from the WPPS program
and une irlclivirlusj from the BESE contract. for shootings not in accordunce with the
rules of engagement in the Mission Fivearms Poliey. In each case, the personnel left

ost, as the contractual basis and purpose for their remaining in Irag had ended,

neidents of security personnel misconduct, to include their termination and vemoval
from post, are addressed through procedures in accordance with our contractual ar-
rangements.

Question. There has been press indicating that State Department employees in-
vestigating the September 16 incident may have conducted their investigation in a
manner that may make it harder to prosecute contractors invelved in that incident
and/or offered those contractors immunity. Did any State Department emplovees
offer uny Blackwater employees immunity? Did they coordinate with the Depart-
ment of Justice before domg s0? Do State Department employees have authority to
offer immunity to individuals alleged to have engaged in wrongdoing?

Answer. The Depurtment of State is not in a position to immunize individuals
from Federal criminal prosecution. The kinds of statements about which the press
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has written would provide limited protection that does not prechide prosecution. The
Department of State would not have asked FBI ro investigate this case unless we
and they thought that they could investigate the case and potentially prosecute indi-
viduals if warranted. The Department of Justice has issued a public statement con-
firming that Blackwater employees have not been given immunity from prosecution
and that the FBD’s criminal investigation of this matter continues.

GQuestion. Your panel recommended the use of “go teams” to investigate any shoot-
ing incident and to promptly offer *appropriite condolences and compensation.” This
conld create o conflict of interest. Why shouldn’t these functions be delegated to sep-
arate entities?

Answer. The report’s recommendation is for the “go team” to work with counter-
Eurts designated by the Government of Traq to identify potential individuals affected

v an incident and to initinte the “appropriate condolences and eompensation” proc-
ess. This process would not be in conflict with the other investigative responsibilities
of the “Go Teams.” The payment of such compensation is not indicative of fault and
is in accordance with traditional Iragi norms and cultural expectations. The Depart-
ment’s program is modeled on the [B«epurt.nwnt. of Defense’s claims and condolence
payntent program currently administered in [raq.

Question. Please describe the trnining in evidence collection and crime scene pro-
tocols that State Department personnel charged with oversesing private security
contractors receive.

Answer. Diplomatic Security Service (DSS) special agents receive crime scene
preservation/management and evidence collection training. This training is provided
at the Federal Law Enforcement Training Center (FLETC), during DSS Basic Spe-
cial Agent Course (BSAC) training and again in the DSS Basic Regional Security
Officer (BRSO) training prior to deployment abroad. The training is broken down
into the following subject, areas:

FLETC

o Fingerprint Lecture

» Rolled Fingerprint Lab

* Video Techniques Lecture

e Video Techniques Lab

» Basic Physical Evidence Collection Lecture

» Basic Physical Evidence Collection Lab

e Digital Photography Lecture

e Photography Lab
BSAC

» Evidence Database Lecture
BRSO

e Crime Scene Management

The evidence collection and crime scene management training is part of the
FLETC. DSS basic agent, and basic RSO training courses. Although this training
provides an excellent overview of the erime scene and evidence collection fields of
study, it is not a substitute for the expertise that forensic scientists and/or crime
seene technicians utilize in processing crime seenes. Additionally, it should be noted
that the current security situation in Iraq can make it problematic to properly se-
cure a erime scene in accordance with established practice in the United States,

Question. Would vou agree that any Iraqi families who lost loved ones as a result
of the wrongful use of force are entitled to know that the perpetrator was tried for
any wrongdoing, not just monetary compensation?

Answer, The Department of State strongly supports efforts to provide greater
legal uceountability for unlawful acts its security contractors may commit abroad.
The applicability of U.S. eviminal law to the activities of private security contractors
overseas is not always clenr and may depend on the facts at issue in any particular
case. The administration is cm'rentry working with the Congress on legislation to
clarify any ambignities and expand the coverage of ULS. eriminal laws so that we
have the laws we need to hold private contractors overseas accountable where ap-
propriate.

Question. Does the Department support elimination of the immunity created by
CPA Order 17?

Answer, CPA Order 17 (Revised) curvently gives private security contractors for
diplomatie missions, including for U.S. missions, immunity from Iraqgi legul process
with respect to acts performed pursuant to the terms and conditions of their con-
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tracts. The U.S. military operating in Iraq, and U.8. Government contractors work-
ing on reconstruction, humanitarian, and development projects also receive immu-
nity under this order

One of the principal recommendations of the Secretary of State’s panel on per-
sonal protective services in Irag was that the ULS. Government (State and Defense)
determine how to commence discussions with the Government of Iraq on a new rveg-
ulatory framework for private security contractors. The panel found rl"mr. CPA Ovder
17 and Memorandum '[‘7. which provide this framework, need to be updated or re-
placed.

We are alveady engaging with the Government of lrng on this issue. The U.S.-
Traggi Joink Commission, co-ehaired by the ITS Deputy Chisf of Mission and the
Iraqi Minister of Defense, is examining issues of satety and security related to LS.
Government-affiliated personal security detail operations in Irag. Its work includes
examination of the impact of CPA Ovder 17 on such operations. More broadly, as
the United States and Iraq engage in discussions on their long-term strategic rela-
tionship, we expect to address how to npdate or veplace many of CPA Ovder 17
provisions, including its provisions on jurisdictional immunities. We have seen re-
ports that the Maliki government has a legislative proposal to reformulate the Iragi
regulatory framework for private security contractors, but have not yet reviewed a
draft.

Question. Are any steps under consideration to bring greater control and coordina-
tion over the operations of private security contractors in [raq other than those on
the WPPS confract and those on DOD contracts—including many who are providing
security to contractors and NGOs on DOS (including USAID) contracts? Is there any
reasan to believe there is any lesser need to control and coordinate their operations
than those of the WPPS contractors?

Answer, As advised in the response to your first question, the Department of
State and Department of Defense have already initiated a series of meetings to in-
crease coordination and to enhance currvent contractor methods as appropriate. This
process will also include a review of those policies and a determination on their ap-
propriate applicability to State Department subcontractors,

Question. Are any similar steps being taken in Afghanistan for WPPS contractor
operutions theve? If so, what is the status of implementation? If not, why are these
good ideas for [raq but not Afghanistan?

Answer. The Secretary's decision to implement coordination and oversight rec-
ommendations, such as the addition of DOS wgents W motorcades, vehicle cumerns,
and the establishment of the Embassy Joint Incident Review Board, is currently fo-
cused on ongoing WPPS contractor operations in [raq. Enhancements in [raq will
be evaluated and considered for deployment to WPPS contractors operating in Af-
ghanistan and other countries as appropriate.

RESPONSES OF SEAN R. MULVANEY TO QUESTIONS SUBMITTED
DY SENATOR Ricranrp G. LUGAR

Question. Is the USAID operating expense budget roughly the same now as it was
in 20017 If no, please clarify.

Answer. Yes. The fiscal year 2001 (inflation adjusted to 2005 dollars) OE level as
compared to the fiscal year 2007 enacted level for the OE fund is:

o Fiscal year 2001 OE = $589,000,000.

o Fiscal year 2007 OE Appropriation = $626,832,000.

The difference between 2001 and 2007 OE dollars = $37,832,000. This is approxi-
mately 2 6 percent inerease over 2001 dollars and is attributed to annual payroll
adjustments,

Amounts do not include Office of Inspector General or the Capital Investment
Fund.

Question, 1s it correct that USAID program funds were about $7-8 billion in 2001
and wre about 13 billion now? What does the 513 billion figure include? Specifi-
cully, does it include some PEPFAR programs and MCC Threshold programs?

Answer, Yes, it is correct. In fiseal yenr 2001, USAID managed approximately
§7.362 billion of program funds, [n fiseal year 2007, USAID estimates that it man-
aged approximately $12.772 billion of program funds,

The 312772 billion figure includes PEPFAR funds of approximately 31.3 billion
and MCC programs. These figures are based on total dollars oblignted.
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RESPONSES OF SEAN R. MULVANEY TO QUESTIONS SUBMITTED
BY SENATOR. ROBERT MENENDEZ

Question, 1t is evitical thar USALID is able ro vecruit and rvetain the highest-caliber
personnel if it is to carry out its mission and fulfill its development objectives. As
yvou know, attrition rates at the agency arve extvemely high. Plense desceribe what
steps you would take to ensuve that the ngency is able to reeruit top-level seaff.
Plense also discuss what steps are needed to provide opportunities for rising junior
officers, imprave morale, and increase junior officer umlp overall staff retention rates:

Answer, Over the past few years, attrition for the Foreign Sevvice and Civil Serv-
ice has been around T percent per vear, with over 82 percent of Foreign Serviee at-
trition and 33 percent of Civil Service attrition due to vetivement. These levels arve
commensurate with other similar U8, Government agencies.

USAID has traditionally attracted very high quality candidates. Over the past
many years, however, agency budgets have seriously constrained hiring Foreign
Service officers above attrition, as well as Civil Service hiring in critical areas such
as procurement, even us the size and scope of our programs have increased dramati-
cally. If confirmed, I am committed to helping USALD reverse this trend by tar-
geting resources to meet the Foreign Service and Civil Service recruitment needs
of the agency.

USAID values all of its employees and has strived to provide professional growth
opportunities for its entire stalf to avoid any inerease in attrition. We greatly appre-
ciate the flexibility Congress granted USAID to more rapidly assign our junior offi-
cers overseas and we ntend to continue to use it to the fullest extent possible.
Training is understood to be of utmost importance. In fiseal year 2007, USAID dou-
bled the training budget for staff development focusing efforts on technical and lead-
arship skill enhancement. [ am committed to sustaining our focus on increased
training for staff, including additional foreign language training.

Question. At USALID field missions, administrative statf complains that the State
Depmitment and UUSAID have very different needs and that consolidation programs
fail to address these differences.

» What administrative requirements of USAID are not shared by State?

e How do these differences make consolidation difficult for USAID?

o Will consolidation efforts impede USAID activities in any way?

Answer. USAID and State negotiated 15 administrative support functions (ware-
house management, expendable supplies, leasing, motor pool, property maintenatice,
customs and shipping, rveproduction services, administrative procurement, mail,
messenger anid pouch services, Foreign Service National (FSN) payroll and FSN ini-
tiatives, cashiering, recruitment. the Eligible Family Member program, and lan-
guage training) that would be subject to consolidation, and further apgreed that fune-
fions that ave unigue to supporting USAID operations would not be subject to con-
solidation. TUSAID does not share ﬁiring and classification authority for all staffing
actions, and will eontinue to perform its non-ICASS equivalent HR functions.
USAID technical and program management, legal advisory support, procurement,
munt-making and financial managenient activities that support programmatic
JSAID functions and stafl are not subject to consolidation with State.

Integration of Information Technology (IT) systems and services to support the
consolidation initiative is a significant challenge. State and USAID have made con-
siderable progress in developing and deploying an IT solution to enable the use of
shaved IT applications to support the consolidated administrative support services.
The IT solution has provided the enabling environment to eliminate redundancies
through the nse of standardized applieations. Uniform use of these applications in
the coming year will be a significant accomplishment of the consolidation initintive.

Consolidation of overlapping services is a sound ohjective. Nonetheless, the con-
solidation of these 15 administrative services will requive [CASS in many instances
to change its service standards to meet USAID's business requirements as the im-
plementing United States Government ageney for foreign assistance. Providing the
necessary administrutive s.up'?u!-r. to USALD's activities while ensuring cost effective-
ness, efficiency. and quality of services will be a continuing challenge for [CASS.






