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A RELIANCE ON SMART POWER—REFORMING
THE FOREIGN ASSISTANCE BUREAUCRACY

THURSDAY, JULY 31, 2007

U.S. SENATE,
SUBCOMMITTEE ON OVERSIGHT OF GOVERNMENT
MANAGEMENT, THE FEDERAL WORKFORCE,
AND THE DISTRICT OF COLUMBIA,
OF THE COMMITTEE ON HOMELAND SECURITY
AND GOVERNMENTAL AFFAIRS,
Washington, DC.

The Subcommittee met, pursuant to notice, at 2:05 p.m., in room
SD-342, Dirksen Senate Office Building, Hon. Daniel K. Akaka,
Chairman of the Subcommittee, presiding.

Present: Senators Akaka, Voinovich, and Coburn.

OPENING STATEMENT OF SENATOR AKAKA

Senator AKAKA. I call this hearing of the Subcommittee on Over-
sight of Government Management, the Federal Workforce, and the
District of Columbia to order. I want to welcome our guests and our
witnesses as well, and thank you for being here today.

This is the fourth in a series of hearings exploring the effective-
ness and efficiency of government management of our national se-
curity. The first hearing looked at reforms of the U.S. export con-
trol system. Subsequent hearings examined the management and
staffing of the arms control, counterproliferation, and nonprolifera-
tion bureaucracy at the Department of State. Today we focus on
our foreign assistance programs.

Foreign assistance includes economic development, security, hu-
manitarian, disaster response, health, and governance programs.
We have helped other nations through our foreign assistance pro-
grams for over 60 years. During the late 1940s and early 1950s,
countries in Western Europe benefited from the Marshall Plan as
they rebuilt themselves after World War II. President John F. Ken-
nedy signed the Foreign Assistance Act into law in 1961 in re-
sponse to the American desire to help others.

Foreign aid programs continue to be a vital part of our foreign
policy strategy. The devastation of September 11, 2001 was a dem-
onstration that what happens in failed states can bring terrible
tragedy to Americans. Al Qaeda was free to plot in one failed
state—Afghanistan. Our national security depends on how well we
help failed states recover.

In the words of Secretary of Defense Robert Gates, “organization
charts, institutions, statistics, structures, regulations, policies, com-
mittees, and all the rest—the bureaucracy, if you will—are the nec-
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essary pre-condition for effective government. But whether or not
it really works depends upon the people and their relationships.”
Policy is not enough. Organizations and people do matter. Good
policy depends on capable organizations.

Without objection, I will introduce the entirety of Secretary
Gates’ speech into the record.!

My primary goal in this hearing is to identify possible rec-
ommendations for improving the foreign assistance bureaucracy.
The key components I ask our witnesses to address in their re-
marks are the human capital, management, coordination, and
structural challenges that reduce the effectiveness and efficiency of
U.S. foreign assistance.

We need to ensure that we have an organization with the capac-
ity to support the foreign assistance policies of this Administration
and the next.

In 2006, Secretary of State Condoleezza Rice announced a new
direction for U.S. foreign assistance in order to align U.S. foreign
assistance programs with the Administration’s foreign policy goals.
Secretary Rice announced the creation of a new Deputy Secretary
level position, the Director of Foreign Assistance, who would also
serve at the same time as USAID’s Administrator, although this
has not been established in statute.

This new foreign assistance bureaucracy confronts a number of
challenges. An overview of some of the core problems—and there
are three charts2—can be seen in these charts: The steep decrease
in USAID Foreign Service Officer staffing from 1967 until today;
the fragmentation of foreign assistance among many agencies and
programs; and the amount of development assistance not under the
direct control of the Director of Foreign Assistance.

The challenges are clear. We need to design a national strategy
for foreign assistance with a clear mission and the means to accom-
plish it; streamline aid programs to ensure effectiveness and effi-
ciency; simplify foreign assistance since there are too many pro-
grams, in too many departments, chasing too few dollars; reduce
the role of the Department of Defense in foreign assistance as their
involvement may come at a cost of supporting their own core mis-
sion; and finally, we need to improve USAID’s human capital be-
cause its current staffing and training levels do not support its
worldwide requirements adequately.

Clarifying the key foreign assistance organizational and human
capital issues will help the next Administration better focus its ef-
forts and further strengthen U.S. national security. I look forward
to hearing from our witnesses on these matters.

N May I now call on Senator Coburn for any statement he may
ave.

OPENING STATEMENT OF SENATOR COBURN

Senator COBURN. I will not make an opening statement. I have
a history of being very interested in the subject on how we carry
out our USAID projects as well as the people involved with it, and

1The speech by Secretary Gates, entitled “U.S. Global Leadership Campaign,” July 15, 2008,
appears in the Appendix on page 113.
2 Charts referred to appear in the Appendix beginning on page 117.
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I look forward to hearing our witnesses testify, and I thank you for
the hearing.

Senator AKAKA. Thank you. So glad you are here.

Senator Voinovich.

OPENING STATEMENT OF SENATOR VOINOVICH

Senator VOINOVICH. Thank you, Senator Akaka. We appreciate
your convening today’s hearing to examine our foreign assistance
structure.

As a senior member of the Foreign Relations Committee, I have
had the opportunity to meet regularly with international leaders to
advance our public diplomacy. As the United States seeks to ad-
vance its interests and promote global stability, the delivery of for-
eign assistance in a timely and consistent manner is crucial to our
efforts to support democracy abroad.

Our current framework limits the return on our investment.
Many would be surprised to learn that our foreign assistance struc-
ture spans 26 agencies and offices. The Department of State and
the U.S. Agency for International Development control just over
half of our development assistance and in 2008 will provide more
than $24 billion to 155 countries. Without an orchestra leader to
direct our development program and integrate existing agency
silos, we limit our collective ability to strengthen the third pillar
of our National Security Strategy.

Now, critics have described our current aid structure as frac-
tious, cumbersome, and rigid, a relic of the Cold War. While the
creation of the F Bureau was well intended, most agree further re-
form is necessary. It seems to me that our development goals could
be more easily accomplished if all partners involved sat down and
crafted a comprehensive foreign assistance strategy.

Compounding an inefficient structure is a lack of an adequate
number of trained personnel to administer our foreign aid struc-
ture. The forthcoming report by the American Academy of Diplo-
macy, which I am proud to be part of, will show that the USAID
currently has 2,200 personnel who administer more than $8 billion
annually in development and other assistance following cumulative
staff reductions of nearly 40 percent during the last two decades.
While the average Federal contracting officer oversees an esti-
mated $10 million in contracts, the average USAID contracting offi-
cer is responsible for approximately $57 million.

Our foreign aid is intended to ensure stability and prosperity
overseas. We also hope that our investment will help us to win the
hearts and minds of those we are trying to help. In 2007, the pro-
gram on internal policy attitudes reported that 20 of the 26 coun-
tries, including many who receive millions of dollars of U.S. foreign
assistance, felt the United States was having a negative influence
on the world.

Unfortunately, these numbers are the lowest ever recorded.
While Secretary Rice is to be commended for her transformational
diplomacy and initiative, it is clear that we have got to do more.
Secretary Gates also encouraged us earlier this month to strength-
en our civilian institutions of diplomacy and development.

I hope today’s hearing will result in a foreign assistance struc-
ture that is well managed, supported by highly skilled individuals
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committed to public service, and funded in a manner that allows
us to use our foreign policy tools more effectively to meet the chal-
lenges of our rapidly changing world.

Thank you, Mr. Chairman.

Senator AKAKA. Thank you very much, Senator Voinovich.

I welcome our first witness to the Subcommittee today, Richard
greene, Deputy Director of U.S. Foreign Assistance, Department of

tate.

It is the custom of this Subcommittee to swear in all witnesses,
and I would ask you to please rise and raise your right hand. Do
you solemnly swear that the testimony you are about to give this
Subcommittee is the truth, the whole truth, and nothing but the
truth, so help you, God?

Mr. GREENE. I do.

Senator AKAKA. Thank you very much. Let it be noted in the
record that the witness responded in the affirmative.

Before we start, I want you to know that your full statement will
be made part of the record. I would also like to remind you to keep
your remarks brief given the number of people testifying this after-
noon.

So, Mr. Greene, will you please proceed with your statement?

TESTIMONY OF RICHARD L. GREENE,! DEPUTY DIRECTOR OF
U.S. FOREIGN ASSISTANCE, U.S. DEPARTMENT OF STATE

Mr. GREENE. Thank you, Mr. Chairman, Senator Voinovich, and
Senator Coburn.

First, I would like to point out the irony of talking about reform-
ing the foreign assistance bureaucracy, and both the Chairman and
the Ranking Member included quotes by Secretary Gates in their
opening statements, and I have a quote by Secretary Gates in my
opening statement. I think it is a sign of the times.

The degree of turmoil and poverty in the world poses both chal-
lenges and opportunities for our foreign assistance programs. Our
goal of improving lives around the world is consistent with our na-
tional security goal of making the world a more secure place. By
addressing the long-term conditions that lead to despair and insta-
bility, development takes its place alongside diplomacy and defense
as key components of our National Security Strategy. Today we
must ensure that each of our major foreign policy tools works to-
gether to achieve results that promote our development, humani-
tarian, and national security goals all around the world.

Under Secretary Rice’s leadership, we have invested considerable
effort to begin to improve the coherence and effectiveness of our
foreign assistance architecture. Our overall approach has many fea-
tures. These include adequate funding levels; the creation of a new
structure to coordinate USG strategic and operational planning, in-
tegrated budget formulation and execution; a bigger and better
trained and supported workforce—we are trying to turn that trend
around; a focus on country needs in our planning and budgeting;
better expanded civilian-military coordination and delivery; ex-
panded public-private partnerships; and a new rapid response ca-
pacity through the Civilian Response Corps. These are all works in

1The prepared statement of Mr. Greene appears in the Appendix on page 43.
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progress, and in my opening testimony, I would like to focus on just
three components.

First, regarding funding levels, there are numerous recent exam-
ples where we, the Administration, you, the Congress, as well as
our stakeholders have worked closely together to provide the devel-
opment funding commensurate with the challenges and opportuni-
ties that exist around the world. Consequently, the U.S. Govern-
ment has nearly tripled Official Development Assistance since
2001. Of course, the signature program of that growth is PEPFAR,
and yesterday the President signed into law a bill reauthorizing a
second-year program with very strong support from the members
of this panel that we are most appreciative of.

We have also significantly increased our investments in other
key development areas, such as health, education, economic
growth, and governance. And I think both Congress and the Ad-
ministration can take pride in the significant resources and the
focus on results that we have provided to important programs that
are transforming lives and making our world more secure.

Second, we are reforming the foreign assistance planning and al-
location process. As you pointed out, Mr. Chairman, 2 years ago,
Secretary Rice reviewed our current structure and frankly, she did
not like what she saw. She saw fragmentation, duplication, no clear
lines of authority, inadequate data transparency, and she had a
hard time getting any answers to any basic management questions
about what we are spending, where we are spending it, and what
are the purposes.

Consequently, Secretary Rice established the position of Director
of U.S. Foreign Assistance, and you have talked about what that
position is all about.

To carry out its mission, the new organization has developed sev-
eral new, and I think important, tools. These include a Foreign As-
sistance Framework as an organizational tool to describe a broad
range of foreign assistance programs, a set of common definitions,
standard indicators, and country-level operational plans that de-
scribe how resources are being used and how results will be meas-
ured.

The office is also focused on integrating State and USAID foreign
assistance efforts and developing a country-specific focus, and for
the first time, the Administration has submitted an official foreign
assistance budget that fully integrates State and USAID requests
for individual countries and program areas.

We are also working to incorporate non-State and USAID foreign
assistance programs, a subject of your chart on the far right. For
example, we are piloting a strategic planning process where stake-
holders from across the U.S. Government are working in Wash-
ington and in the field to develop U.S. Government-wide country-
specific foreign assistance strategies.

Finally, I want to mention operational support. Successful for-
eign assistance reform depends on our ability to rebuild USAID’s
core development capacity. My Secretary of Defense quote is where
he said, I think about a month ago, “It has become clear that
America’s civilian institutions of diplomacy and development have
been chronically undermanned and underfunded for far too long—
relative to what we traditionally spend on the military, and more
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importantly, relative to the responsibilities and challenges our Na-
tion has around the world.” Simply put, we need more better
trained and supported people to work in new ways to support the
achievement of U.S. Government development objectives. Staffing
has not grown commensurate with the tremendous growth in pro-
grams and funding levels and challenges and degree of operational
complexity. USAID’s workforce and infrastructure must keep pace.

Consequently, Administrator Henrietta Fore launched a 3-year
plan to double USAID’s Foreign Service capacity and significantly
ramp up systems and training resources. Administrator Fore calls
this program the “Development Leadership Initiative.”

So where does this leave us? I think this is all clearly a work in
progress. It is fair to say that the initial implementation of the re-
form effort had some serious problems, but I think it is also fair
to say that we have seen significant improvements in many of the
key areas of concern.

I think we now have a greater development focus and sense of
U.S. Government unity about how, why, and what we are trying
to accomplish in our foreign policy and our foreign assistance goals.
And while we are still in the formative days of our reform effort,
we have made significant progress in bringing greater U.S. Govern-
ment coherence to what we are trying to accomplish in foreign as-
sistance. We have also taken the first steps to reinvigorate
USAID’s development corps. I think what is also important is to
talk about what we need to do next. We collectively need to do
more to realize our goal of significantly improving foreign assist-
ance cohesiveness. We need greater funding flexibility. We need
programs that are demand-driven and not ones that are dictated
by the type of funding available.

We need to do a better job of giving country experts the ability
to shape and implement development strategies. We need to recruit
and retain a robust workforce, with strong operational and tech-
nical skills. We need to further streamline our internal planning
and allocation processes. We need to fully implement a whole gov-
ernment approach that achieves better coordination of U.S. Govern-
ment foreign assistance programs. And to be successful, we need
the active engagement of Congress, public and private partners,
and the international community.

So, in closing, I think the one word that captures where we are
in our efforts to help achieve what we are talking about here is
“more.” In the assistance world, there are more issues to consider;
there is more complexity; there is more aggregate resources; there
is more security concerns; there is more information about what
works and what is important; there is more understanding of the
impact of not coordinating defense, development, and diplomacy;
there is more international focus on improving our collective for-
eign assistance performance. But most importantly, there is also
more promise and more potential for achieving long-term sustain-
able development goals around the world. Progress can only be
made if we have a sense of shared community goals and efforts.
And I think there are clear signs that we are heading in that direc-
tion, and I salute the members of today’s second panel for their
leadership role on that front. Modernizing foreign assistance is nec-
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essary, it is urgent, and it is essential to the achievement of essen-
tial foreign policy and national security objectives.

Thank you, Mr. Chairman.

Senator AKAKA. Thank you very much for your testimony, Mr.
Greene. We will have 7 minutes of questions each here on the first
round.

Mr. Greene, you note that our foreign assistance was stovepiped
into numerous accounts overseen by a multitude of offices, each
with different standards of measurement and different ways of
judging success or failure, and that this fragmentation made it dif-
ficult to plan coherently and could lead to conflicting or redundant
efforts. I thank you for this honest assessment. You also state that
in the year 2006, Secretary Rice launched an effort to improve the
coherence and effectiveness of U.S. foreign assistance, and let me
call your attention again to these charts that we have here on my
right. It does not look like much progress has been made when you
look at the charts.!

Can you tell us what new steps the Administration is planning
to take to improve coherence and effectiveness?

Mr. GREENE. Thank you, Mr. Chairman. Let me be blunt. We
have not done anything to simplify, collectively, the Administration
and the Congress of the United States has not done anything to
simplify the account structure that exists. And what the Secretary’s
initiative focused on was what we could do administratively to
bring greater coherence.

So what we are trying to do is to bring together State and
USAID planning efforts. What we are trying to do is develop tools
that describe in much greater detail what we do, and how we do
it. What we are trying to do is to develop an attitude that gets
around the stovepipes, that has State and USAID employees work-
ing together to plan, to develop, to formulate, to execute programs.
And what we have also developed is a core set of improved tools
in terms of developing foreign assistance policy that will be signifi-
cant enhancements over what we have had. And you mentioned
some transition and legacy issues that I think will be a great aid
to whoever comes in and manages these programs in the next Ad-
ministration.

So our focus has been on what we can do without legislation, and
what we can do without legislation is bringing out stronger State/
USAID coherence.

Senator AKAKA. Mr. Greene, Mr. Worthington of InterAction ar-
gues that the F Bureau has been measuring performance of foreign
assistance programs by outputs rather than impact or outcomes.
Do you agree with him?

Mr. GREENE. Mr. Worthington is a fine and astute individual. I
think it is a very—everything about foreign assistance is complex,
and arguably, foreign assistance programs present the most com-
plex public policy challenges there are. If you look at the number
of programs, you look at the number of implementing partners, you
look at the types of programs, you look at legislation, you look at
countries, you look at security objectives, and if you laid all that
out in a matrix, I would argue it would be probably the most com-

1The charts referred to appear in the Appendix beginning on page 117.
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plex matrix there is in any public policy arena. And I think it is
a combination of factors.

Of course, we look at outputs. We are output oriented. And, Sen-
ator Voinovich I think has worked hard in a lot of his other com-
mittees on this issue. One of the biggest challenges is to really usa-
ble performance measures that you would really use to manage
programs by, that you would really use to make funding and alloca-
tion and staffing decisions, and we are working on that. It is a
work in progress, and I would echo Mr. Worthington’s point that
it is very important to make continued progress on that.

Senator AKAKA. Mr. Greene, right now there are over 20 U.S.
agencies and over 50 programs conducting foreign aid. In Afghani-
stan alone, there are eight different U.S. Government agencies and
many private contractors. Using Afghanistan as an example, what
is being done there to develop a coherent strategy?

Mr. GREENE. What we have in Afghanistan is, on the foreign as-
sistance side, what we call our Country Operating Plan for Afghan-
istan that takes all of the foreign assistance resources available—
to be clear here, I do not want to make this out to more than it
is—for State and USAID, arrays it and allocates it by program area
down to a pretty detailed level in terms of different types of pro-
grams, different types of delivery mechanisms, who the imple-
menting partners are and what the expected results are. So we
have a much greater degree of coherence in terms of allocating for-
eign assistance funds than I think we have had before.

Now, in Afghanistan and in other post-conflict states, of course,
there are huge overlaying security concerns, and there are huge
overlaying political concerns that drive that relationship as well.

Senator AKAKA. Mr. Greene, do you believe it would make sense
to consolidate most of our foreign aid programs under State?

Mr. GREENE. I do. Full stop.

Senator AKAKA. If over 40 percent of all foreign aid is controlled
by agencies outside of the State Department, how does State en-
sure that other departments are not undermining its policies?

Mr. GREENE. It is a major challenge for us now, again, to be
blunt. And the way we do it is we rely heavily on the leadership
by our chiefs of mission in the field. We rely heavily on the leader-
ship of our USAID mission directors who are assistance leaders in
almost every mission where they are at around the world. And
what we are trying to do is to develop U.S. Government-wide as-
sistance strategies that incorporate the resources of agencies that
are not under the authority of the Secretary of State.

Now, we do not have the authority to make other agencies par-
ticipate, and we are piloting it in 10 countries around the world.
We will see how it works. We will see if we are able to achieve
greater coherence without additional authorities. It basically will
happen with the cooperation of others, recognizing what is at stake
here, or it will not happen at all, sir.

Senator AKAKA. Senator Voinovich.

Senator VOINOVICH. Thank you, Mr. Chairman.

Mr. Greene, our dependence on continuing resolutions impacts
the agencies charged with the delivering of foreign assistance, and
recipient nations rely on long-term guaranteed funding to sustain
economic growth. At my request, the Congressional Research Serv-
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ice prepared a soon-to-be-released report on the impacts of con-
tinuing resolutions on agency operations. We complain about what
various departments and agencies are doing, but the fact of the
matter is that we contribute to it with the continuing resolution,
omnibus bills that we pass. But the report highlights a 138-day
delay in increased funding for the President’s Malaria Initiative for
fiscal year 2007, and USAID noted, “Because of a shorter time
frame before the end of the fiscal year, planning and implementa-
tion were difficult and hurried in terms of the distribution of funds
and in developing contracts for implementing various approaches
in malaria control.”

Could you just spend a little time telling us how the way we do
things around here is impacting your ability to deliver what we
want you to deliver? And, second of all, in your opinion, does it add
to the cost because of the way we are operating in terms of our ap-
propriations?

Mr. GREENE. I appreciate the question, Senator. It clearly adds
to the cost of how we operate, and more importantly, adds to plan-
ning uncertainty about funding flows, about how to proceed.

What is important is sustaining commitment, and you do not get
results on the programs we are talking about here unless you are
engaged in a sustained way over a number of years. You do not
make development progress in a number of months. You make it
with sustained focus and attention over a number of years. And if
we go through this process each year where we are under long-
term CRs, we get the appropriations late in the year, the imple-
menting partners who we rely on, who do heroic work in the field
and every place around the world, cannot plan, they cannot judge,
they cannot hire people, they cannot put projects into place. There
is a huge operating tax associated with that, and we are certainly
worse off because of that, sir.

Senator VOINOVICH. Also, it is my understanding that so often
many of these projects that you undertake are earmarked. Would
you like to comment on that?

Mr. GREENE. Sir, I think we are not at a good place in terms of
implementing a balanced foreign assistance program in the United
States, carefully balanced between congressional priorities, Admin-
istration priorities, and the needs and views of people on the
ground that are actually implementing the programs. And in order
to get that into better balance, my opinion is that we need a lot
more flexibility in terms of funding categories, in terms of timing,
in terms of the duration of projects as well. And I think because
of what you are describing, sir, in many cases we end up with pro-
grams that do not adequately balance our key objectives and do not
really reflect what the experts on the ground think are necessary
to make development progress. Thank you.

Senator VOINOVICH. In two area, we are responsible for making
it more difficult for you to do the job we are asking you to do.

Mr. Greene, the Commission on Smart Power that was headed
up by Joe Nye and Dick Armitage describes how many of our tradi-
tional elements of soft power, such as public engagement and diplo-
macy, have been neglected and fallen into disrepair, and the report
urges the State Department to give greater attention to an inte-
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grated foreign assistance program driven by strategic consider-
ations.

I would like to know how is the Department meeting this goal.
And then the other question is, Does the Department’s current
framework support the goal? And I guess last, but not least, do you
believe there would be a benefit to appointing additional senior offi-
cials to oversee this whole structure that we have or appoint some-
one that would be kind of the orchestra leader that would tie all
of this together and make it happen and give them enough power
so that they could get people to do what they are supposed to do?
We keep running into situations where, even in the area of enforce-
ment of our intellectual property, you have about a dozen agencies,
and we have been trying to get them together. And the President
was able to go along with an orchestra leader, and a guy named
Christian Israel is putting it all together.

But it seems that you have to have somebody that has the clout
to try to make this happen, and I would like your response to that.

Mr. GREENE. The two whose responsibility it is to make it hap-
pen are Secretary Rice and USAID Administrator Henrietta Fore.
Now, clearly neither of them have authorities over foreign assist-
ance controlled by non-State/USAID agencies. That is a significant
chunk, and it shows in your chart up there. I think the foreign as-
sistance programs of the United States could be more effectively
developed, implemented, and monitored, if more of the foreign as-
sistance funding was under that leadership structure.

Your second question, sir, was on integration. I think the effort
that we have launched is a good first step. Again, this is a work
in progress, but I think it is a good first step, sir.

Senator VOINOVICH. In other words, you put a team together and
this is the recommendation about how to get it done? Or are you
just dealing with it because that is about the only way you can deal
with it? Has this been taken up, for example, to talk to OMB about
how that could be better?

Mr. GREENE. We made a conscious decision in terms of devel-
oping this reform effort that we could achieve the most progress
the fastest if we did what we could do administratively as opposed
to seeking new authorities. And so we did what we could do admin-
istratively, which is to basically try to get greater State/USAID co-
herence. And I think we have made pretty good progress on that.
But as all of you point out, and as the chart points out, there is
a whole other world out there of non-State, non-USAID foreign as-
sistance, and that coordination and improved coherence relies on
interagency cooperation.

Senator VOINOVICH. Interpersonal skills between the people in-
volved.

Mr. GREENE. Yes, sir. This is a very strong leadership-dependent
operation, sir.

Senator VOINOVICH. Thank you.

Senator AKAKA. Thank you very much. Senator Coburn.

Senator COBURN. Thank you, Mr. Chairman.

I happen to think PEPFAR and Millennium Challenge Corpora-
tion grants, the work that is done there is probably by far some of
the most effective work we do. And my observation from that is
that because they have outcome requirements, they have metrics,
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they are measured. We know what we are trying to achieve. We
know how to measure it, and therefore, we can assess it. And I am
very glad to hear of some of the management changes.

Does every program in American foreign assistance have an out-
come goal?

Mr. GREENE. There are outcome goals, Senator, for every pro-
gram. Now, I think it is also fair to say that in many cases they
are not as effective, not as clear, not as easy to measure as
PEPFAR and malaria when you are talking about capacity building
in terms of a government ministry when you are talking about de-
mocracy programs, when you are talking about economic growth,
and when you are talking about governance. The challenge of com-
ing up with effective performance indicators is a bigger challenge,
sir.

Senator COBURN. It certainly is, but the management of all those
programs is made much more simple if, in fact, you spend the time
on the front end trying to get those performance indicators. And
one of the things that I want to make sure we do—and I think it
will help the State Department plus everybody else—is we ought
to have a metric on what we are doing. And we just really do not
in the State Department. In a large number of areas, not only do
we not have clear outcome goals, we do not have metrics to meas-
ure whether or not we are achieving those goals.

So one of the things that I am hopeful for is—it is really different
in Afghanistan and Iraq. Those are combat areas. And the judg-
ment that we should make on performance should be different in
those areas than it is in others. But to highlight, the funds have
been highly effective, whereas in many areas, USAID, because of
the limitations we place on our USAID folks, they do not have the
range of possibility that a local commander has in terms of spend-
ing money. I mean, we know—and part of that is security, and I
grant that we have to discount a lot of that. But I think one of the
important things—and I cannot stress to you enough, and I am
going to be around here a little while longer—is we have got to
have programs that are outcome driven not demand driven. And
they have got to have metrics, and that is going to be one of the
things. And I would have a little bit of disagreement with Senator
Voinovich on CRs. A CR, you know what is coming. You just do not
know what the increase is in what is coming because the CR is set
at the level of the year before. So we do not know what the in-
creases will be, but there should be no reason that a CR would
slow us down for anything because the CR is a continuing appro-
priation based on the levels that we have been running.

And so while we do handicap you—and I agree, we should be get-
ting our work done on time—the handicap is on increases. It is not
on the funds that are running because we are translating those
through on a month-by-month basis at the same level at which
they were before.

If we had metrics, let’s say we spent the extra time to really
work to try to get an outcome, whether it be crop production or
whatever it is, whether working with Agriculture or U.S. Fish and
Wildlife or the Corps of Engineers, if we could spend the time up
front on that, would it not make sense that we would probably be
more effective if we had common outcome goals with all those other
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agencies where you do not have direct command and control over?
And is there any way to set that up when we implement foreign
policy before we invite the Corps of Engineers in, before we invite
the U.S. Department of Agriculture in and saying here is our goal?
Now, here is the goal, here is what we want to see, and how do
we get there and how do we measure it? That is my first question.

The second thing is could we not help you more effectively if we
had more oversight hearings on what is happening so that we get
a better understanding in Congress of the tools that we need to
give you that you may not have, and also holding you accountable
to meet those outcome measures?

Mr. GREENE. I appreciate your comments, Senator, and more im-
portantly, many people that I work with are in total agreement
with you on metrics. Metrics are a greatly underappreciated facet
of any program management exercise, I think anywhere in the U.S.
Government. We have started down the path of assigning metrics
to various program areas and elements. Some of them work, some
of them do not. And we take your call very seriously to pay more
attention and invest more time to that up front.

I think our efforts at getting to coherency and improving effi-
ciency of our programs would be improved if we did what you are
talking about in terms of having common metrics and common in-
dicators for every foreign assistance program no matter where they
were in the government.

We are taking steps in that direction in terms of just initially
trying to capture data and trying to describe what they do with our
10 pilot programs on overall country assistance strategies and
there will be metrics components or performance components to
that. And so I am in strong agreement with you, sir.

Now, regarding oversight hearings, I have mixed emotions on
more oversight hearings, but certainly more substantive discus-
sions about what we do and how we do it and the challenges we
face are welcomed. We would love to do that.

Senator COBURN. Yes. We had all the hearings on a lot of the
waste associated at USAID in Afghanistan, and some of it could
not be helped. I understand that. But the fact is that even after
the hearings, we went back and hired the same contractors who did
not do a good job the first time. And sometimes that is the only
contractor we had. But we ought to be about trying to change those
things rather than to go in the manner that we have gone.

You have a tough job, especially in the conflict areas, and it is
hard to be too critical of you in that, especially when there is a se-
curity component to it. So I will save my criticisms for that. But
I am going to be watching for outcomes in all these programs, and
I am going to be looking for metrics. And I would just say one other
thing. We cannot ask our State Department to have metrics and
be accountable when we refuse as a Congress to hold the United
Nations accountable with $5.4 billion of our money. This Senate
passed 99-0 that the United Nations funding ought to be based on
the fact that they are transparent and accountable to us with our
money, and it was taken out in conference. We are going to get a
vote on that every year I am here, and there is no way we can hold
you accountable when we send money to another agency and turn
a blind eye about how whether they are accountable or not.
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With that, I would yield back.

Senator AKAKA. Thank you very much, Senator Coburn.

Mr. Greene, according to the charts again, as this middle chart
shows, there has been a marked decrease in USAID Foreign Serv-
ice officers from 1967 to 2008. In his testimony, Dr. Adams of the
Henry L. Stimson Center states that USAID has hired more than
1,200 personal services contractors. He states that USAID has be-
come largely a contract management agency with programs being
implemented by a growing number of outside contractors.!

Do you agree with this assessment?

Mr. GREENE. Mr. Chairman, I have a long tradition of never dis-
agreeing with someone who is sitting right behind me. You just
never know.

Dr. Adams is an expert in this area. Dr. Adams has been very
involved with these issues for a number of years, and I agree with
his assessment.

Now, I think what is important is to talk a little bit about what
we are doing. One, we—meaning under Administrator Henrietta
Fore’s leadership—recognize that this is a serious problem and that
we need to rebuild USAID’s core capacity.

Two, Administrator Henrietta Fore has launched the Develop-
ment Leadership Initiative where her objective is to double the size
of USAID’s Foreign Service Corps over 3 years, and fiscal year
2009 is year one. The Congress has been very supportive of that
objective and provided additional funding in the supplemental in
the FY 2007 bridge supplemental. And the initial marks of our ap-
propriation bills in the House and the Senate also provided addi-
tional funding. So I think we are, with your very strong support,
taking a good step to try to reverse that trend, and it is a worrying
trend.

I also think there is no interest in going back to the 1967 levels
when the aforementioned Richard Armitage was in Vietnam. But
we certainly need to significantly increase what we have now.

Senator AKAKA. Mr. Greene, I was recently informed by an orga-
nization called Inside NGOs that USAID’s staff spends up to 75
percent of their time on pre-award contract work, such as defining
technical requirements, writing scopes of work, and evaluating pro-
posals. Less than 25 percent is spent monitoring performance and
administering the awards. Now, this suggests that accountability
may be more of an afterthought rather than a management pri-
ority.

Do you agree with Inside NGOs’ characterization of the situa-
tion? If not, what percentage of time is spent on pre-award work
versus performance monitoring?

[The information provided for the record follows:]

INFORMATION PROVIDED FOR THE RECORD FROM MR. GREENE

When looking at USAID staff across the board, warranted contracting and agree-
ment officers and contract specialists make up less than 10 percent of USAID’s
workforce. These professionals are far outnumbered by Cognizant Technical Officers
(CTOs) and other Project Specialists who are nearly fully devoted to program imple-
mentation, monitoring and evaluation.

1The chart referred to appears in the Appendix on page 119.
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If Inside NGO was referring only to USAID contracting and agreement officers
and contract specialists, no analysis has been done regarding the percentage of time
spent on pre-award actions and post-award performance monitoring and administra-
tion. It is our opinion, however, that the 75 to 25 percent ratio is fairly accurate
with regard to contracting officers and specialists. Following award, the CTOs—also
procurement professionals according to Office of Federal Procurement Policy’s defini-
tion, but not warranted—act as the contracting and agreement officers’ representa-
tive for the purposes of program implementation, performance monitoring and eval-
uation and spend a greater percentage of their time on administration and over-
sight. In addition, within the USAID Office of Acquisition and Assistance, there is
an Evaluation Division and a Contract Audit and Support Division which carry out
many contract administration duties such as financial reviews, claims, training, ad-
visory reports, the suspension/disbarment of contractors, and contract performance
reporting. Therefore, USAID is strongly committed to accountability as a priority.

Ideally, the warranted contracting and agreement officers would play a larger role
in post-award activities than they are currently able to. This remains a goal of
USAID. Unfortunately, there is a chronic shortage of contracting and agreement of-
ficers across the Federal Government and this is true at USAID as well. For exam-
ple, USAID currently has fewer staff in the 1102 (Contract Specialist) back-stop
than it did 10 years ago, yet obligations have tripled. Given more human and finan-
cial resources, USAID would be able to focus a greater percentage of contracting and
agreement officers’ time on post-award activities and provide for even greater ac-
countability on the part of implementing partners, improved tracking of contract
performance, improved transparency through better reporting data, and greater
stewardship over resources. We hope to be able to sustain the significant recruit-
ment effort we recently initiated to bring more Civil Service and Foreign Service
procurement officers into USAID.

Mr. GREENE. Mr. Chairman, I do not know what the specific
numbers are. If there are specific numbers, we will get back to you.
Just my instinct is that in terms of order of magnitude, it is prob-
ably not that far off. And, again, more importantly, taking the tone
of your remarks on every issue so far, it is what are we doing to
reverse that? And our main tool to reverse that is to ramp up
USAID hiring in both operational and technical issues. That is the
only way we are going to be able to reverse what is a troubling
trend, sir.

Senator AKAKA. Mr. Greene, Dr. Adams in his testimony argues
that Foreign Service officers should be encouraged to hold a devel-
opment or foreign assistance post in their careers. Do you agree
with this and agree that this would be useful? And if so, is State
doing anything to encourage this?

Mr. GREENE. I think it would be very useful, sir, and I think you
are seeing a sea culture change in terms of the experiences that
Foreign Service officers have at the State Department. You look at
the number of people who have served in Iraq, who have served in
Afghanistan, who have served in Bosnia, and the large number of
our people who have been in post-conflict situations, and who have
been part of managing, and directing assistance programs. And so
the comfort level with assistance programs has increased. The link-
age and knowing the relationship between assistance programs and
achieving our overall goals has increased. And it is a trend that is
going to keep on keeping on, as we say, and we will do everything
possible to encourage it, sir.

Senator AKAKA. Mr. Greene, GAO reported that Human Re-
sources Bureau officials did not attend meetings in which foreign
assistance budget decisions were made that could potentially im-
pact human capital requirements. Do you agree that this happened
in the past? And what has changed since this report was issued in
September 2007?
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Mr. GREENE. Sir, there is a State Department equivalent of
USAID’s Development Leadership Initiative. At this point it does
not have an eye-catching title like Development Leadership Initia-
tive, but Secretary Rice and the leader of this effort, Under Sec-
retary Kennedy, are also trying to significantly ramp up State’s
core technical operational staffing. And a part of this effort is to in-
crease the number of people and increase the competency of State
Department Foreign Service officers who have oversight, who man-
age, and who support foreign assistance programs.

Senator AKAKA. Mr. Greene, over the last few years, there has
been a process underway to subordinate USAID to the State De-
partment. Meanwhile, some of our allies abroad have been under-
taking efforts to create separate agencies to direct their foreign as-
sistance agenda. The United Kingdom’s Department for Inter-
national Development stands out as one example.

In your opinion, is the British development department effective?

Mr. GREENE. I think our colleagues at the Department for Inter-
national Development (DfID) are effective. I would also note that
we just had a very long session with our colleagues at DfID who
wanted to know what we do in the Foreign Assistance Bureau of
the State Department and how we do it and what we are doing to
try to gain greater coherence. And so they were looking to learn
some of the tools from us to apply back to their own situation.

Senator AKAKA. Well, thank you very much for your responses.

Senator Voinovich.

Senator VOINOVICH. This is a difficult one to answer, and in my
opening statement, I said that the program on international policy
attitudes reported that 20 of the 26 countries, including many who
receive millions of dollars of foreign assistance, felt the United
States was having a negative influence on the world. Real low
numbers. Any explanation why you think that is the case? Has it
got to do with the Iraq War or Abu Ghraib?

Mr. GREENE. I think there are some pretty well-documented, and
discussed reasons why that could be true, sir. But I also think that
there have been some recent polling information that shows that
trend starting to turn around a little bit. And, again, I think what
is important is what are we doing to try to turn around that trend.
And, I think we are doing it, sir.

Senator VOINOVICH. If there was one or two things that you
would recommend to the next President that he do to kind of
change this as rapidly as possible, what would you suggest?

Mr. GREENE. Sir, are you talking about overall attitudes or are
you talking about——

Senator VOINOVICH. Yes, overall attitudes. I mean, this is all a
part of our public diplomacy. It is part of our national security. It
should be.

Mr. GREENE. I think we do extraordinary work around the world.
We do extraordinary work around the world that brings great daily
benefit to millions of people around the world. We do it in conjunc-
tion with countries, with partners, with organizations. And I do not
think we do the greatest job possible of talking about how we do
it, why we do it, and the results we achieve. And I just think we
need to significantly improve telling the story of what this country
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does and what this country helps accomplish around the world on
a daily basis, sir.

Senator VOINOVICH. Well, it is interesting. We are known for our
great public relations, the fabulous firms that represent corpora-
tions and so forth that are in that business. You think that we
need to figure out how to do this better, to communicate who we
are and what we want to do and what we have done, and that we
do care about other people?

Mr. GREENE. Yes, sir, and to do it in a sustained, engaged way
using communication styles and techniques that are more in tune
with the changing communication styles and techniques that are
out there today. Frankly, I think we are just starting to wake up
to that potential and that methodological change that is necessary.

Senator VOINOVICH. Do you have any people in your shop that
are working on that?

Mr. GREENE. Those are primarily in the Under Secretary for
Public Diplomacy’s shop, Mr. Glassman, and he is leading the
charge on that, sir. What we constantly get

Senator VOINOVICH. How much coordination is there between you
guys and Glassman’s operation?

Mr. GREENE. What Glassman is always looking for two things:
One are success stories, give us information, feed us all these suc-
cess stories that your people say you are doing so that we can get
them out to our communicators all over the world. Paint the pic-
ture, give us the information. So he is looking for success stories,
and he is looking for resources to get the core capacity to deliver
those success stories in an integrated way, looking for much more
forward presence in terms of public diplomacy strategy as well, sir.

Senator VOINOVICH. Shifting the questions to Senator Coburn, as
a mayor and governor, I used to say, if you cannot measure it, do
not do it. And one of the problems that we have—Senator Akaka
and I have—we try to get strategic plans on how people are going
to get off the high-risk list. You are setting up some kind of
metrics. When you do this, do you ever sit down with the General
Accounting Office to talk to them about it? Because so often what
ends up happening is they come in and look over your shoulder,
and then they come back with reports that program challenges re-
main. Is there any work that is being done in that area?

Mr. GREENE. Right now we are privileged to have a General Ac-
counting group looking at many different aspects of our operation,
and my understanding—I have not been in these conversations my-
self, but my understanding is that we have had discussions on per-
formance measures and monitoring. I will find out exactly
what——

[The information provided for the record follows:]

INFORMATION PROVIDED FOR THE RECORD FROM MR. GREENE

We have discussions with the GAO on a range of foreign assistance related issues,
including performance metrics. The current GAO study is however not specificallly
focused on metrics.

Senator VOINOVICH. It would really be good to do that because
we have had situations, haven’t we, Senator Akaka, where they
come before us and claim they are not being measured the same
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way or that we do not agree with the definition and we are still
trying to get some feedback on several of those areas.

The last thing I would like to mention to you is that you have
recently started this effort, and we are going to have a new Admin-
istration. I mentioned the American Academy of Diplomacy, you
have the Commission on Smart Power, and I think there is one
other group that is going to come back. There is a big coming to-
gether of thought on what we ought to do to go forward. And I
would really appreciate it if, as these reports come out—in fact, I
am going to have my staff look at them, and I am going to look
at them, to see what the common threads are. And you have been
there, and it would be interesting to know before you tip your hat
what you think about those reports and whether you think that
they are suggesting the right things. I would be very interested—
and I am sure Senator Akaka would—in terms of your thoughts
about that because we are going to have a new day in this area.

And we had the Aspen Institute breakfast this morning. We had
an adviser to the Secretary on terrorism, and his opinion was that
there are a whole lot of things that we ought to be doing differently
today. And then I think, Senator Akaka, you are on the Armed
Services Committee. There is only so much money to go around. I
think the State Department’s budget proposal is $36 billion.

Mr. GREENE. Yes, sir. That includes assistance and operations.

Senator VOINOVICH. Yes, $36 billion, and I think the defense
budget is $683 billion, something like that. And I know this is
probably not something good to suggest, but it seems to me that
we should be allocating our dollars differently than we are today,
that the enemy is different than it was before the Cold War. We
have a group that is out that does not fly under any flag, and we
need to be—as Joe Nye says, we need to have smart power and fig-
ure it out. And I am hoping that those of you that are close to this
really get out and start beating the drum for the fact that we need
to reallocate our resources and put them in the areas where we are
going to get a much better return on our investment.

Senator Akaka, one of the things that drives me crazy around
here is that—they call it the “military-industrial”—Eisenhower
talked about it, and it is also the congressional thing that we need
to be concerned about. And we just seem to be going down one
course, which is the past, and not looking to the future. And some-
how we have to break that mind-set and start looking out dif-
ferently than we are today, I think, if we are going to be successful,
understanding that we have limited resources. And if we keep
going the way we are, Senator Akaka, with the $10 trillion debt—
we have some serious problems that need to be addressed, and I
am hoping that we have a lot of new thinking. It is not to take any-
thing away from what you are trying to do and the next Adminis-
tration as to how we are going to handle this situation.

If I do not get a chance, thank you for your service.

Mr. GREENE. Thank you, sir. Could I just respond to one of your
points, if you do not mind, Senator Voinovich?

I think there is an extraordinary level of compatibility and coher-
ence between what we as an Administration are trying to do and
what the reports that you cited, the HELP Commission also, have
concluded. And so as much as the stars ever get lined up on this
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incredibly complex, important subject, I think they are about as
lined up as they are ever going to be in terms of what outside
groups are saying, what Members of Congress are saying, and what
we, the Administration, are saying. And I think it provides a really
good foundation to get to a much better place in terms of coherent
foreign assistance programming, planning, and implementation,
sir. And we greatly appreciate your comments.

Senator VOINOVICH. Thank you.

Senator AKAKA. I want to thank Senator Voinovich. Mr. Greene,
thank you so much for being here and for your testimony. I want
to commend you for being as candid as you have been with your
statements, and we look forward to continuing to work on this and
to improve the system. So thank you very much.

Mr. GREENE. Thank you, sir.

Senator AKAKA. I want to welcome the second panel of witnesses.
The second panel of witnesses includes Leo Hindery, Jr., Former
Vice Chairman, Commission on Helping to Enhance the Livelihood
of People Around the Globe (HELP); Dr. Gordon Adams, Distin-
guished Fellow, Henry L. Stimson Center; Anne C. Richard, Vice
President for Government Relations and Advocacy, International
Rescue Committee; Sam Worthington, President and CEO, Inter-
Action; and Dr. Gerald Hyman, Senior Adviser and President of the
Hills Program on Governance, Center for Strategic and Inter-
national Studies.

It is the custom of this Subcommittee to swear in all witnesses,
and I would ask all of you to please rise and raise your right hand.
Do you solemnly swear that the testimony you are about to give
this Subcommittee is the truth, the whole truth, and nothing but
the truth, so help you, God?

Mr. HINDERY. I do.

Mr. Apawms. I do.

Ms. RICHARD. I do.

Mr. WORTHINGTON. I do.

Mr. HYymMAN. I do.

Senator AKAKA. Thank you very much. Let the record note that
the witnesses responded in the affirmative.

Mr. Hindery, please proceed with your statement.

TESTIMONY OF LEO HINDERY, JR.,! FORMER VICE CHAIRMAN,
COMMISSION ON HELPING TO ENHANCE THE LIVELIHOOD
OF PEOPLE AROUND THE GLOBE (HELP)

Mr. HINDERY. Mr. Chairman and Mr. Ranking Member, I am Leo
Hindery, and I was the Vice Chair of the HELP Commission, which
was created by Congress in the year 2005 to reflect on how best
to reform the tools of development assistance. And it is an honor
for me to be here today to testify to your Subcommittee. I along
with two other HELP Commission Members—dJeffrey Sachs and
Gayle Smith—prepared a Minority Commission Report entitled
“Revamping U.S. Foreign Assistance,” and I ask that you place
that entire Minority Report into the record.2

1The prepared statement of Mr. Hindery appears in the Appendix on page 54.
2The Minority Commission Report entitled “Revamping U.S. Foreign Assistance,” appears in
the Appendix on page 159.
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In the few minutes I now have, I want to discuss in brief three
of the five most significant conclusions which we drew up in our
Minority Report, and I would ask, Mr. Chairman, that my fuller
testimony also be placed into the record.

Senator AKAKA. Without objection.

Mr. HINDERY. Even though the principle has been part of U.S.
foreign policy doctrine for 60 years, our first conclusion was that
the United States must continue to promote development assist-
ance as a core pillar of national security and American moral val-
ues since this principle is now no longer universally embraced. The
2006 National Security Strategy of the United States explained
well the rationale and the imperative of development assistance
when it said that, “Development reinforces diplomacy and defense,
reducing long-term threats to our national security by helping to
build stable, prosperous, and peaceful societies.”

Our second conclusion, and an extremely important one in light
of the testimony a moment ago, was that the United States should
immediately establish a new separate Cabinet-level “Department
for International Sustainable Development.” This new department
would house USAID, PEPFAR, the President’s Malaria Initiative,
and Millennium Challenge Corporation, plus all new emerging ini-
tiatives such as in climate change. The case for a separate Depart-
ment rests on five principles: The need, as I mentioned, to upgrade
U.S. development assistance as a pillar of U.S. national security;
the need to improve U.S. Government management and expertise
in public health, climate change, agronomy, demography, environ-
mental engineering, and economic development; the need to work
effectively with similar Cabinet-level departments and ministries
in partner donor countries; the need to de-politicize development
assistance so that it can be directed at the long-term investments
that are critical in the fight against poverty, hunger, disease, and
deprivation; and the need for coherence, which is apparent today,
of those U.S. policies which impact sustainable development.

The shift, Mr. Chairman, as you commented, in the United King-
dom in 1997 from having a sub-Cabinet development agency to
having a Cabinet-level department called DfID has dramatically in-
creased the standing, reputation, and experience of the United
Kingdom in the area of international development. Consequently,
it was our conclusion that DfID is now, in fact, far ahead of USAID
as a global thought-leader in development policy and thus, rel-
atively more successful.

Our third conclusion had to do with what works and with what
does not work with ODA, which is particularly germane to this
Subcommittee’s strong interest in organizational process. The dis-
cussion on aid effectiveness is often clouded by confusions, by prej-
udices, and by simple misunderstandings. Many studies, Mr.
Chairman, try to find correlations between overall aid and eco-
nomic growth, and when they find little positive correlation, they
declare aid to be a failure. Yet this low correlation does not prove
that aid is failing, since much of the aid is directed to countries in
violence, famine, or deep economic crisis. It is not a surprise, there-
fore, that aid is often correlated with economic failure, not because
aid has caused the failure but, rather, because aid has responded
to failure. We need, as you have commented, a much more sophisti-
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cated approach than standard simple correlations to judge the ef-
fectiveness of aid. And then we need to assess the objectives of spe-
cific aid programs and whether these objectives are fulfilled.

Did the food aid stop starvation? Did immunizations save lives
or eradicate disease? Did infrastructure spending on roads and
ports help to generate new employment in new industries? Did aid
for schooling raise enrollments, completion rates, and literacy? Did
farm aid increase the productivity of farms?

In short, I believe there are six keys to success in development.
First, interventions should be based on powerful, low-cost tech-
nologies. Second, interventions should be relatively easy to deliver
and based on expert systems and local ownership. Third, interven-
tions should be applied at the scale needed to solve the underlying
problems. Fourth, in a comment raised today, interventions should
be reliably funded. Fifth, interventions should be multilateral and
draw support from many governments and international agencies.
Sixth, and extremely important, interventions, as Senator Voino-
vich has commented, should have specific objectives and strategies
so that success rates can be assessed.

Development assistance programs should have clear objectives,
and they should not directly aim for excessively broad and over-
arching goals such as “democracy” or “the end of terror,” even
though broad goals such as these can appropriately be among the
direct and indirect motivations for the actual interventions. But
only, as the Senator has commented, with specific objectives can
there be measurements, auditing, evaluations, and re-assessments
as needed.

Thank you, Mr. Chairman and Mr. Ranking Member, for this op-
portunity, and I look forward to your questions.

Senator AKAKA. Thank you very much, Mr. Hindery. Dr. Adams,
will you please proceed?

TESTIMONY OF GORDON ADAMS,! DISTINGUISHED FELLOW,
HENRY L. STIMSON CENTER

Mr. ApaMmS. Thank you very much, Mr. Chairman. I am delighted
to appear before this hearing this afternoon. I congratulate both of
you for holding the hearing because, as has already been said today
several times, this is a very propitious moment for thinking about
how we strengthen, improve, restructure and make more effective
the development assistance of the U.S. Government. So it is ex-
tremely timely.

I also wanted to thank you in particular, Senator Voinovich, for
your service on the Advisory Panel for the study that the American
Academy of Diplomacy is sponsoring, which we at the Stimson Cen-
ter are writing. We appreciate your service there as well and look
forward to giving you a useful and implementable result.

I will briefly make a few points today, and thank you for putting
my full statement in the record.

Precepts first, I focus on our foreign policy toolkit, and our for-
eign policy toolkit is out of balance. We have relied on the military
instrument of power and have neglected and understated our capa-
bilities in diplomacy, development, and foreign assistance. And it

1The prepared statement of Mr. Adams appears in the Appendix on page 60.
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is my judgment that the Congress and the next Administration are
going to have to address that priority.

I observe in my testimony that despite a growing State Depart-
ment operational budget in recent years, we still have a Depart-
ment that is inadequately staffed and funded to play a full part in
our foreign and national security policy.

And despite roughly doubling our foreign assistance over the past
8 years, our development and foreign assistance institutions still
suffer from what I call a “diaspora” of organizations and capabili-
ties. They need to better integrated and coordinated. They need
more strategic direction. They need more funding and staff. And
}hey need, in my judgment, a coordinated budget process to be ef-
ective.

So I want to mention four things that I recommend in the testi-
mony.

First off, with respect to the State Department, we need to invest
in additional staffing for the State Department and reshape the ca-
reer expectations of people going into America’s diplomacy. I think
both of those are important. We will recommend in the report that
Senator Voinovich is helping us with that there be a roughly 35-
percent increase in the overseas Foreign Service staffing of the
State Department over the next 5 years. But increasing the people
is not in itself enough. We need to have also different people or to
evolve the people we have. We have some fine diplomats, but the
State Department today—and this is very much at the core of my
testimony—is doing a great deal more than report, negotiate, and
?epresent, which is the classical function of a State Department of-
icer.

Through the State Department and through USAID, we have a
very strong and growing “gray area” of program activity at the
State Department: HIV programs in PEPFAR, the EUR assistance
programs in Eastern Europe and the former Soviet Union, counter-
terrorism programs, and peacekeeping operations. For all of these,
we are getting a new generation and a new set of experiences for
our State Department diplomats.

We need to focus on that reality, in a very concentrated way, to
recruit, to train through their careers, to assign across cones, to as-
sign across departments, and to reward a much broader career
path in the State Department than what traditionally has been the
case.

We also think that it is very important to expand and reward the
work of the public diplomacy function at the State Department.
Senator Voinovich referred to this in his early questions. We think
that is a very important aspect, and we will be recommending in
the Stimson Academy Report an increase in staffing and in pro-
gramming for the public diplomacy functions at the State Depart-
ment.

I mention these issues because, in my judgment, they are all con-
nected. We are talking about the civilian capability of the U.S. Gov-
ernment; our foreign assistance and diplomacy and public diplo-
macy are connected in our effort to be effective.

Second, to come specifically to the area of foreign assistance,
when I was the Associate Director at the Office of Management
and Budget back in the early to mid-1990s, one of the things that
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struck me most strongly was that most of the accounts that are in
what we call the Function 150, the international affairs budget,
were integrated at my desk. I was an OMB official. It is not the
place that these accounts, programs, or strategies ought to be inte-
grated. Because the integration mechanisms at the State Depart-
ment were not effective, they were integrated at my desk. This re-
flects the diaspora I mentioned earlier. And the diaspora has got-
ten worse in this Administration. Congress and the Administration
have created programs that have the opportunity to be effective. I
am talking about PEPFAR and about the Millennium Challenge
Corporation, which make up the bulk of the growth in foreign as-
sistance funding over the last 6 or 7 years.

The consequence of the diaspora and your chart amply dem-
onstrates it—is the weakening of our core foreign assistance insti-
tution: USAID. Here there is not only a need to rebuild the core,
but to restructure that core so it can carry new responsibilities. It
needs to reform to being a technical and field agency as opposed
to a contracting agency, and forward to deal with the kinds of
issues it now works on with the Department of Defense and the
private sector. I want to note here that the flow of funding to the
developing countries right now from the private sector overwhelms
any bilateral official aid. The effective coordination with other do-
nors requires an adequate staff in the field.

So we have a very strong recommendation in the study about
doubling the field presence of USAID and making sure that it is
technical, programmatic, and on the ground, not just more con-
tracting officers. We see USAID as the central player in our foreign
assistance and development programs. I would urge appointing
someone to the position that exists in statute but has not been
filled, making the current Office of Director of Foreign Assistance
an actual Deputy Secretary of State. A Deputy Secretary of State
for Management and Resources position exists in law, in Title 22.
And we recommend appointing that person and dual-hatting them
as the Administrator of USAID. This will ensure a voice for foreign
assistance at the intergovernmental level, and it will assure re-
sponsiveness to the Congress because it is a confirmed official re-
sponsible for development assistance.

The third point is strategic planning. We have talked a little bit
about that, and Mr. Greene talked about that a good deal, too. This
comes to the core of the problem. There is a close tie between our
foreign policy goals and our foreign assistance and development
programs. Rather than separating them, I see over time the need
for a very close tie if the United States is going to have a powerful
and effective civilian foreign policy toolkit, and a more integrated
strategic planning and budgeting capability that meets the needs
of development as a central goal of U.S. international engagement.

This to me is not a question of development versus foreign assist-
ance. A very broad definition of development, one used by most of
the development community today, incorporates programs that we
call “foreign assistance” and programs that we call “development
assistance.” And it is not a question of “short term” versus “long
term.” The short and the long are increasingly interlocked in our
statecraft.
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There will always be some conflicts between short and long term
perspectives. That is just in the nature of things. But both are im-
portant. It is important to recognize that reality——

Senator AKAKA. Dr. Adams, would you please summarize?

Mr. Apams. Yes, I will. Thank you.

The State Department does both long and short term work.
USAID does both short and long term work. So we see Mr.
Greene’s office as flawed, flexible, fixable, and an important foun-
dation for building this long-term, transparent capacity for budg-
eting.

I will simply add one other point, and that is that in the testi-
mony I talk a bit about this question of militarization, and both
here and in the Stimson Center Report, we will try to be responsive
to Secretary Gates’ concern about militarization of foreign assist-
ance to bring back into the State Department and the USAID
world the authorities over many of those programs now being im-
plemented by the Defense Department under its own authorities.

Thank you very much, Mr. Chairman.

Senator AKAKA. Thank you very much, Dr. Adams. Ms. Richard,
please proceed.

TESTIMONY OF ANNE C. RICHARD,! VICE PRESIDENT FOR
GOVERNMENT RELATIONS AND ADVOCACY, INTERNA-
TIONAL RESCUE COMMITTEE

Ms. RicHARD. Thank you, Senators. Thank you for holding this
hearing on Reforming the Foreign Assistance Bureaucracy. Your
interest in this issue is very well timed. There is a consensus
emerging that change is needed.

This afternoon, I would like to outline three major weak points
in the foreign assistance bureaucracy—one, leadership; two, people;
and three, coordination—and propose steps that could help address
these weak points and strengthen the U.S. foreign aid program. My
remarks are informed by my position as the Vice President of the
International Rescue Committee, an internationally recognized re-
lief and development agency, and also my past experience at the
State Department. I was Madeleine Albright’s adviser on budgets
and planning.

I should also mention that I am the co-author of a forthcoming
paper from the Stanley Foundation and Center for New American
Security that describes how the next Administration might improve
U.S. foreign operations; and my co-author, Paul Clayman, was the
counsel for Senator Lugar on the Senate Foreign Relations Com-
mittee. I request that my remarks and the forthcoming paper be
put into the record.2

Senator AKAKA. Without objection, it will be made part of the
record.

Ms. RICHARD. Thank you.

Moving quickly to my first point, I think many of us here believe
that stronger development management, policy, and leadership is
needed from the U.S. Government. There is just a stronger need for

1The prepared statement of Ms. Richard appears in the Appendix on page 75.

2The working paper from the Stanley Foundation and Center for New American Security enti-
tled “Improving US National Security: Options for Strengthening US Foreign Operations,” ap-
pears in the Appendix on page 120.
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leadership of development assistance. The Bush Administration
has increased overall foreign aid but really opted out of using the
U.S. Agency for International Development for major new initia-
tives and instead developed “work-arounds,” such as creating the
Millennium Challenge Corporation as a separate agency and also
funneling HIV/USAIDS funding, the PEPFAR funds, through an of-
fice in the State Department. A logical move would be to fold these
initiatives into USAID and thus, bring most of the major aid
projects under one roof and ideally, reporting to one strong leader
within the Administration.

The Administrator of USAID is an important job that needs to
be filled by someone who can speak with authority. This person has
to go to conference tables at the White House and be included in
the discussions as decisions are being made and not told what hap-
pened later on. In international meetings and summits, the USAID
Administrator should be empowered to meet with development
ministers from other governments as a peer. Put simply, the Ad-
ministrator must be the point person for relief and development in
the Administration.

My written statement discusses militarization of foreign aid and
concerns about reconstruction after conflicts. These are very hot
topics right now, but they are parts of this overall foreign aid pic-
ture.

All of these various trends seemed to have boiled down lately to
a disagreement among experts about the best place to lead U.S. de-
velopment aid efforts. Some would say leadership should be at the
top of the State Department, as Mr. Greene did, or with a new
Cabinet-level development department, as both InterAction and
Mr. Hindery would maintain, or through a coordinator based in or
around the White House.

Paul Clayman and I developed what we call the “hybrid model,”
which we think combines the best of all these ideas: A new direc-
torate for foreign operations at the National Security Council with
staff who are knowledgeable and able to obtain input from key ac-
tors and help resolve disputes as they arise; a State Department
that can coordinate and influence the overall direction of the full
range of aid programs—which, as we know, is more than just de-
velopment aid—to address the President’s foreign policy needs—
and that could be built off of the current F process—and a strong
development agency, which I would propose be a revamped and em-
powered USAID—that includes all or most major development pro-
grams.

I would also propose that we continue the practice of having the
leaders from different agencies involved in foreign aid meet to dis-
cuss the trends and the policies that the Administration has, and
this could be modeled on the Millennium Challenge Corporation’s
board. Importantly, this hybrid model could be readily imple-
mented within a short period of time by a new Administration.

There is a need for more people in both the State Department
and USAID to carry out the important work of these agencies. It
will be important for the Department of State and USAID to ex-
plain the impact new personnel will have, how they will make a
difference, and what tasks they will undertake. Not just more peo-
ple are needed, but more training, too. The international affairs
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agencies need trained and skilled personnel to match modern de-
mands. This includes the ability to speak hard languages, apprecia-
tion for the use of technology, and a good understanding of pro-
gram management. In terms of skills, there is a clear need for per-
sonnel who can respond rapidly to crises and can play useful roles
in post-conflict situations.

Finally, both the State Department and USAID need contingency
funds to head off and respond to crises. I know proposals for contin-
gency funds almost never survive the budget process. I have first-
hand experience in that. But I would propose modeling a disaster
contingency fund on the highly successful Emergency Refugee and
Migration Account that the State Department manages for refugee
crises.

My recommendation, therefore, is that this Subcommittee speaks
out in support of greater investment in the international affairs
budget and the personnel of these agencies, but that you also seek
good answers to the questions of what the new hires will be doing
and how the workforce will be used to tackle global threats and the
full range of modern demands on Foreign Service officers.

My third point is that the very complexity that Rich Greene
talked about requires coordination. Many of those who criticize the
current way the U.S. Government organizes foreign aid complain
about the large number of agencies that run aid programs and the
long list of budget accounts that fund aid. And so I think a fresh
approach would probably consolidate this large number of govern-
ment actors into a smaller number of decisionmakers that work
more closely together. But there will always be multiple actors be-
cause of the complexity of U.S. interests overseas. A coherent strat-
egy does not necessarily mean that U.S. national security prior-
ities, goals, and objectives can be easily described or condensed into
a simple catchphrase. U.S. national interests are broad and varied.
The United States has relations with, and Americans have inter-
ests in—and I am sure nobody knows this better than U.S. Sen-
ators who hear from their constituents what their interests are—
nearly every country on the globe. U.S. Government engagement
with the rest of the world should be expected to be multi-faceted
and complex.

What is true is that the many U.S. foreign aid actors, organiza-
tions, and budget accounts make the entire enterprise harder to ex-
plain to senior officials, the media, the public, and to justify it to
you, the Congress. Government leaders should do a better job com-
municating the importance of this work. There is a need to coordi-
nate across various U.S. Government agencies in order to align
U.S. foreign aid programs with foreign policy goals, avoid duplica-
tion, and ensure a smart approach. The paper Paul Clayman and
I wrote on the hybrid model also proposes ways to do this.

Before concluding, I just want to say, Senator Voinovich, your
question earlier about the continuing resolution and really the reli-
ance, too, on supplementals to fund emergency funding and crises
in the world is having an impact on organizations like mine, the
International Rescue Committee. What happens is there is a great
deal of uncertainty at the start of the fiscal year, when managers,
good managers, should be sitting down deciding how many people
to hire, where they should be deployed, and how do you set about
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operating for the rest of the year. Without certainty, you cannot
know that, and, in fact, when you are told that your funding has
been cut but you might get more later in a supplemental, what
ends up happening is you have to let people go. You have to give
up the rent on your property. You have to not order the supplies
or send people for training. And it is very hard to do that later in
the ﬁscal year when half or three-quarters of the fiscal year has
gone by.

As bad as that is in terms of a management problem, it is really
more troubling in life-and-death situations such as the situations
some of my colleagues working in failed and fragile environments
see. You cannot go back in time and deliver healthy babies after
they have been born, you cannot go back and “back-feed” growing
children, and you cannot stop the spread of deadly diseases as they
are tearing through villages three-quarters of the way through the
year. So I would be very happy to talk to you more about that. We
have done a lot of thinking about that, both in my organization and
within InterAction, our coalition of relief and development agen-
cies.

Let me stop there. Thank you for holding this hearing, and I look
forward to your questions.

Senator AKAKA. Thank you very much, Ms. Richard.

Mr. Worthington, please proceed with your statement.

TESTIMONY OF SAMUEL A. WORTHINGTON,! PRESIDENT AND
CEO, INTERACTION

Mr. WORTHINGTON. Thank you, Mr. Chairman. It is a pleasure
to be here this afternoon. I am President and CEO of InterAction,
which is the largest coalition of U.S.-based international develop-
ment and relief organizations.2

Foreign assistance plays a critical role in advancing U.S. na-
tional interests overseas, and it represents, as we know, our hu-
manitarian values and puts the best face of America forward to the
world in many ways. InterAction’s 168 members receive $6 billion
a year from the American public directly, which is more than twice
what they receive in partnership with the U.S. Government. We
believe that the cornerstone of our foreign assistance portfolio is
development assistance, which at the heart of it should be poverty
alleviation. InterAction believes that the chief goal of U.S. develop-
ment assistance should be to reduce poverty and help countries and
people achieve their full potential, and that these reflect American
humanitarianism and equal opportunity for all.

The problem today is that we have too few development dollars
spread over too many agencies, as we see in these charts,? frag-
mented across 26 different departments, and our aid programs are
often poorly coordinated, at best, and at worst, working at cross
purposes.

It is for this reason that InterAction and its members believe
that the United States should develop a National Development

1The prepared statement of Mr. Worthington appears in the Appendix on page 81.

2The Policy Paper from InterAction, June 2008, entitled “Proposed Major Components and Or-
ganization of a Cabinet-level Department for Global and Human Development,” appears in the
Appendix on page 144.

3The charts referred to appear in the Appendix beginning on page 117.
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Strategy and that this National Development Strategy, among
other things, should prescribe how foreign assistance programs will
be coordinated and integrated with other foreign policy tools for
working with low-income countries, assert that poverty reduction is
a primary goal of foreign assistance, recognize the role of women
in reducing poverty, describe how U.S. development programs re-
late to the Departments of State and Defense, and lay out how our
assistance programs should coordinate with other bilateral and
multilateral and other funding, including funding from the U.S.
nonprofit community.

This last point about coordination raises another important issue
for us, which is the government’s capacity to be a good partner in
development. Right now USAID, which is our lead development
agency, lacks the capacity to coordinate effectively with other bilat-
eral and multilateral donors or of its own partners, including U.S.
civil society. The latter problem is caused by the agency’s human
capital limitations, which we were talking about earlier today, as
USAID just does not have the staff to effectively manage the grants
and cooperative agreements that are used and comprise its primary
funding relationship with the U.S. civil society and NGOs. This
problem was exacerbated when the agency’s Bureau for Policy and
Program Coordination, which handled many functions related to
donor coordination, was moved out of the agency into the Office of
the Director of Foreign Assistance.

I have made 11 key recommendations in my written testimony
that I believe will improve the government’s capacity to respond to
this coordination, and I would like to share a few of them with you
right now.

First, I would urge Congress to work closely with Director of U.S.
Foreign Assistance, Henrietta Fore, to implement her Development
Leadership Initiative, which is, in essence, turning back some of
the challenges that have plagued USAID for the last 15 years.

Second, I urge Congress and the Administration to work together
to replace USAID’s operating expense (OE) account with a funding
mechanism that allows Congress to maintain its oversight, but
gives the agency the resources and flexibility it needs to be effec-
tive.

Third, we need to prioritize monitoring and evaluation so that
USAID can know what works and what does not.

Fourth, to ensure that USAID staff know the difference between
acquisition contracts and assistance cooperative agreements. The
NGO community has always approached USAID a co-equal partner
rather than simply a contracting agency that pays for development
programs.

And, finally, we need to elevate development assistance within
our government to its rightful place alongside defense and diplo-
macy, a principle that is well established as part of our govern-
ment’s National Security Strategy.

It is InterAction’s position that the best way to elevate develop-
ment assistance is to create a Cabinet-level Department for Global
and Human Development. A Cabinet-level department would
streamline the various goals and objectives of U.S. foreign assist-
ance as well as the current proliferation of assistance programs, in-
cluding PEPFAR and the MCC, and creating a Cabinet-level de-
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partment would protect development from militarization by the De-
partment of Defense or subordinated to the tactical goals of the
State Department.

Those who suggest that USAID ought to be merged with the
State Department underestimate the differences in the culture and
the functions between the two agencies. The alignment of develop-
ment and diplomacy is important. So is the alignment of defense
and diplomacy. And yet no reasonable person would ever suggest
merging the State Department into DOD. Soldiers enlist in our
military to become warriors not aid workers. Similarly, State De-
partment officials aspire to be diplomats not development special-
ists. Humanitarian development policy experts choose to work at
USAID or the Cabinet-level department we propose because they
believe they can make a difference in the lives of the world’s poor,
particularly as it relates to our national interests. InterAction has
a paper that proposes how we might organize such a department,
which I submit for the record along with my written testimony.

Hundreds of CEOs and InterAction are not alone in seeking a
Cabinet-level department. It is an idea that is gaining momentum
here in Washington, also the position of the Modernizing Foreign
Assistance Network, a bipartisan group of experts from think
tanks, universities, and NGOs, of which I am a part.

It is clear that the 21st Century presents us with foreign policy
challenges that our current development infrastructure is ill-
equipped to handle. We are also at a point in our history when re-
spect for the United States abroad is at an all-time low. At the
same time, the next President will take over a country with a large
constituency that supports international development, as well as a
military that supports improvement in our non-military tools. It is
vitally important that he works with Congress to reach a grand
bargain that prioritizes these issues and gives the Executive
Branch the flexibility it needs to respond to a rapidly changing
world and ensures comprehensive legislative oversight.

The United States must elevate development within our govern-
ment and give it the space it needs to be effective vis-a-vis defense
and diplomacy, focus our foreign assistance and development pro-
grams on a streamlined set of objectives by creating a National De-
velopment Strategy, and improve the capacity of our government to
partner effectively with U.S. NGOs, with other donors, and with
aid recipients.

Thank you, and I look forward to your questions.

Senator AKAKA. Thank you very much, Mr. Worthington. Mr.
Hyman, would you please proceed with your statement?

TESTIMONY OF GERALD F. HYMAN,' SENIOR ADVISOR AND
PRESIDENT OF THE HILLS PROGRAM ON GOVERNANCE,
CENTER FOR STRATEGIC AND INTERNATIONAL STUDIES

Mr. HYMAN. Thank you, Chairman Akaka and Ranking Member
Voinovich, for holding this hearing and for giving me the oppor-
tunity to appear before you. I ask that my full written testimony
be included in the record.

1The prepared statement of Mr. Hyman appears in the Appendix on page 94.
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Senator AKAKA. Yes. Other materials that are being requested by
our witnesses, without objection, will be included in the record.

Mr. HYMAN. Some of the points I wanted to make have already
been made by others, so I will be briefer than I might otherwise
have been. I am sure you will not object to that.

The first and most important, of course, is that the organization
of U.S. assistance is fractured, tangled, mismanaged, and mal-
aligned. That is a point that everyone at this table—and, in fact,
Mr. Greene pointed out himself when he said it was fragmented
across multiple bureaus and offices within State and USAID. And
your chart points that out even more forcefully. USAID was, and
remains to some extent, the primary assistance vehicle, although
it is deeply troubled, weak, and demoralized, and that needs to be
turned around, in my opinion. So the first of these three points is
the fractured nature of our assistance programs.

Within the State Department, we have a number of programs
that could easily have been managed by USAID and were pulled
out for reasons of bureaucratic turf wars, personality, and a whole
variety of other measures that had, I think, little to do with the
substance of what was going on. That includes PEPFAR, it includes
the Millennium Challenge Corporation, and it includes the Middle
East Partnership Initiative.

I was in the original group that worked on what became the Mil-
lennium Challenge Corporation, and initially that was—a separate
corporation was only one of several options available for how to do
a program like the MCC program. Pulling it out just was another
example of picking away at what could have been or should have
been and was a central development agency. That trend, it seems
to me, needs to be reversed.

The second major feature—and that is all within the 150 Ac-
count, all underneath the Secretary of State, underneath the Agen-
cy for International Development. The second point is the point
that is on your chart as well, and that is the other government de-
partments that are doing assistance, with the possible exception,
sir, of the Bureau for Indian Affairs. It is not obvious to me that
there is any department in the U.S. Government that does not
have a foreign assistance program of its own, and that creates a
huge problem of fracturing, fragmenting, and so on, particularly
when people from different agencies are engaged in similar or par-
allel programs in the same country at the same time and often giv-
ing contrary advice. So it seems to me that fracturing is the first
issue that needs to be dealt with.

Secretary Rice has tried to deal with that through the 150 Ac-
count and the development of the so-called F process and the Direc-
tor of Foreign Assistance. In my personal opinion, it is a defective
attempt. But as Mr. Greene pointed out, they are working on some
changes, which I hope will improve the situation dramatically.

My second point: I agree with Mr. Adams—and I am afraid I dis-
agree with some of my other colleagues on this panel—about the
advisability of separating the assistance—a coordinated assistance
effort into a different independent department separate from the
Department of State, for a variety of reasons. First, the new Na-
tional Security Strategy calls for development diplomacy and de-
fense into the same—into a unified national security policy. I do
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not think that separating development out of that is going to in-
crease the coherence of those three. It seems to me it is going to
elevate the problems of integration to a higher level, which may re-
quire, as Ms. Richard suggested, a NSC arbiter. But it seems to me
it is not a wise idea, again, to pull things apart and then move
them to the top for integration into the National Security Council,
which will wind up having to adjudicate a whole variety of turf and
theoretical and implementation issues that it seems to me would
be better handled within the Department.

Second, there are other kinds of programs than the pure develop-
ment account programs, and those are in the ESF accounts. We can
talk about and I think it would be useful to talk about joining those
two, but the fact is that we do a variety of “development programs”
in countries for reasons other than pure development. Haiti,
Sudan, the FATA regions of Pakistan, North Korea—the list goes
on and on. These are programs that look like development pro-
grams done for very different reasons. We are not putting $750 mil-
lion into the FATA because it is a great development partner. We
are doing it for other reasons. And those, in my opinion, are per-
fectly reasonable to do, perfectly legitimate, and the programs may
look like development programs—education, schools, roads,
health—but they are done for very different reasons. And that is
why you have, we have, separate accounts. It might be useful to
come back and relook at those accounts, but those are programs
that, again, require diplomacy and development to be linked to-
gether, in my personal view.

If you pull them apart, either two-thirds of the “development
budget” would not be funded, or it would be funded at levels justifi-
able only on purely development grounds, or they would be man-
aged by the Department of State while you had a separate develop-
ment level agency doing the so-called development program. I do
not see that the first two are advisable, and the third is neither
advisable nor realistic, it seems to me. So I would keep them with-
in the confines of one agency.

The third thing is strategy and tactics. I would be happy to talk
about that in the question period, but the fact is that the F process
that Mr. Greene talked about merges tax strategy and tactics,
hyper-centralizes the decisions in Washington, does not adequately,
in my opinion, look at the advantages of the field programs and
field expertise. It oversimplifies the character of recipient countries.
It undermines the value of our in-country expertise and has dam-
aged the attempt to measure impact, as you discussed earlier.

So I have nine recommendations. I think I am out of time. They
are in my testimony, and I will just leave it at that. Thank you so
much for the opportunity, and I look forward to your questions.

Senator AKAKA. Thank you. Thank you very much, Mr. Hyman.

I would like to ask my first question of Mr. Hindery. I know you
have limited time here. Mr. Hindery, in the four tasks you identi-
fied for starting up a new department for International Sustainable
Development, you did not include the need to ensure that human
capital needs, such as recruitment, retention, or training are ad-
dressed, even though you mention these needs as part of your case
for starting a separate department.
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Do you believe that a new department would already have most
of its human capital needs met?

Mr. HINDERY. Mr. Chairman, I think the question is a seminal
one, and you have raised it in other contexts this afternoon. This
is about quality of personnel. It is about quantity of personnel. But
it is also about morale. And in our longer testimony, my colleagues
and I on the HELP Commission concluded that all three of them
can only be met well in a separate department.

I take exception with some of the other panelists. I think it is
the status that would come from a separate department that would
address the morale question, and I think that as these three Secre-
taries sit as partners in this initiative of defense, diplomacy, and
development, that all of the management concerns that you and
Senator Voinovich have raised could be more easily addressed.

I have had the privilege of being a chief executive of large organi-
zations, and that is an unmanageable chart to your right, sir, ab-
sent consolidation and coordination and status—and I really would
emphasize, as somebody who has had the privilege of leading large
numbers of people, that status is critical. Status is critical to at-
tracting people. It is critical to retaining people. And absent it, I
think foreign assistance will not be the success that you and Sen-
ator Voinovich might like to see.

Senator AKAKA. Mr. Hindery and Mr. Worthington, in your testi-
mony, you make a case for a new separate Cabinet-level depart-
ment focused on international development. Do you see any other
practical alternatives to this such as improving the F Bureau or
somehow keeping the foreign assistance responsibilities within the
State Department?

Mr. HINDERY. Mr. Chairman, over the 3 years that the HELP
Commission existed—and I was, as I mentioned, its Senate-ap-
pointed vice chair—with a lot of exhaustive review, all of the Com-
missioners concluded that there were only three choices available
to this Congress on this issue: A super State Department, that is,
the collapse of this activity into the State Department; a much
emboldened USAID; or the third alternative, which Mr. Wor-
thington and I and Ms. Richard, I think, are in consensus on,
which is the stand-alone department.

We did not find a fourth, Mr. Chairman. I do not think there is
one. And it was our conclusion that the negatives of a super State
Department belie the principles of three D’s as you would have just
killed off one of the D’s. And as for an emboldened USAID, it would
not confront the three charts which you have presented to us today.
Just emboldening USAID and managing it better would not fix its
structure problem.

I think as a final comment—and I would defer to Mr. Wor-
thington, who is so able on this subject, and to Ms. Richard—there
is such a good model in the DfID success that for you and the
Ranking Member, you do not have to speculate that this works. It
has been proven to work in the DfID model. And I think that would
give great comfort, should give great comfort to the next Adminis-
tration and to this Congress.

Senator AKAKA. Thank you. Mr. Worthington.

Mr. WORTHINGTON. The F process was a beginning of an attempt
to engage in coordination, and as such, it should be applauded as
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a first step. The challenge is for a community that engages directly
with the U.S. Government in the field, that coordination did not go
far enough and in many ways was too centralized in the way it re-
lated to the field. So one level, we applaud the coordination at-
tempt, but it simply did not go far enough.

The second is a recognition that any attempt to bring all these
actors together will only work in terms of how it is reflected in an
embassy overseas. You will always have an Ambassador as the pri-
mary representative of the United States overseas, but underneath
that, right now you do not have a clear actor who is responsible
for U.S. foreign assistance on the ground as it relates to different
parts of the various programs you have over there. At times, you
do not even know who is going to come and visit a country from
different agencies.

So our community—and this is a discussion among some 100 dif-
ferent CEOs over a long period of time. It slowly emerged that we
needed to have this broader degree of bringing together the dif-
ferent parts of U.S. foreign assistance to simply enable us to work
with. Some members of our community are working with 10, 15 dif-
ferent parts of the U.S. Government.

Our challenge was that when we saw the F process come into
being, the overall goals and direction of U.S. foreign assistance
shifted significantly at the local level and in budgeting to reflect in-
terests of the State Department and diplomatic interests, which are
purely—very much valid for U.S. foreign assistance, but we saw
that there was no longer the space for what we would view as de-
velopment was actually narrowing at the time when resources are
significantly increasing for development work within the Adminis-
tration. And that led us to conclude that it was only establishing
a more empowered USAID ultimately to a Cabinet-level depart-
ment under a broad strategy would be the best outcome.

Senator AKAKA. Ms. Richard, would you care to comment on that
question?

Ms. RICHARD. Thank you, Mr. Chairman. Where I agree with Mr.
Worthington and Mr. Hindery is on the importance of having a
USAID that is functioning and that is strong. And I am really sur-
prised that the current Administration, which talked a lot about
taking a very businesslike approach to foreign aid, bypassed work-
ing to fix whatever is wrong with USAID and set up duplicative,
new, and other organizations.

I thought that if one wanted to be businesslike and be a good
caretaker of the taxpayers’ money, one would have looked at
USAID, examined how it was operating, and come up with pro-
posals to strengthen it. And so I would propose that the next Ad-
ministration do that.

Where I differ from them is that I do not think there is anything
magic about elevating an organization to a Cabinet level. To me,
that is no silver bullet. I think that what is really needed is that
the organization operate very well and have the support of the
President and of the Secretary of State, and that will enhance the
status, and that will enhance the morale of the personnel in the
organization.

Senator AKAKA. Thank you very much for that. I am going to ask
Senator Voinovich for his questions.
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Senator VOINOVICH. One of the things that I was really happy
about when Senator Akaka put this hearing together was that we
are kind of at a junction or watershed period where we have a
chance to really do something different. And I think one of the
things that needs to be underscored is the landscape of the world
has changed, and that is, we have a whole different variety of chal-
lenges that we must face. But the one thing I would like to ask,
Mr. Adams, in the report coming out from the American Diplo-
macy,?have all these people at the table had any input at all in the
report?

Mr. Apams. Yes, in a variety of ways, they have. Anne Richard
is a member of the Advisory Group helping us with that study.
That group has taken into consideration all three of the pieces of
work: The Modernizing the Foreign Assistance Network in Inter-
Action; the work Jerry Hyman did for the Carnegie Endowment;
and the HELP Commission report as well. All of those pieces of
work are taken into consideration in the work that we are doing.

Senator VOINOVICH. It seems to me that we have a gigantic pub-
lic-private partnership, and I think it is really important that you
take into consideration the contribution that many of these organi-
zations are making. I think you said, Mr. Worthington, they spend
more money than we do combined. And so that is something that
is very special, and we ought to be encouraging that, and there
ought to be as much coordination going on as possible.

I think the problems that are going to be confronting the next
President are enormous in so many areas. I would urge all of you
to really get together and get up early in the morning and go to
bed late at night trying to come back with some kind of consensus,
a recommendation to Congress and to the next President, about
how this thing should happen. As I say, the stars are in line. Two
years ago, I talked with General Jones about this, as well as the
head of Africa—and they all—everybody seems to understand we
have got to do something different. But I think that if we get into
the next year and we have got people going different directions, it
will make it difficult for us to be successful.

I am going to spend a lot of time trying to figure out this concept
of a new department because I have experienced—and so has Sen-
ator Akaka—this whole new Department of Homeland Security.
And it is a nightmare and probably should never have been put to-
gether the way it was. And I say shame on the Administration for
not coming up here and wrestling with us to say, look, we have got
the job to do and this is the way we think we need to do it, instead
of letting us kind of impose it; and now that it is not working and
things are not going the way they are supposed to, we just say,
Well, that is your baby, you take care of it.

I think that is really important to think about how does that get
done. You have a lot of different groups out there, and how much
more difficult or less difficult would it be than the Department of
Homeland Security? We did the Defense Department. There was
kind of a thread that ran through all of it, and it was a lot easier
to do. You have different cultures, all kinds of things that need to
be looked at.

So I would really like you to give some more thought to how to
handle that situation, and the other thing, of course, is the issue
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of the earmarks that are there. Again, that does not give you the
flexibility that you need to look at the programs and how do they
jibe together and how you can maximize the dollars that are avail-
able.

Mr. ADAMS. Senator, since you asked my view on the depart-
ment, let me be clear, I do not, in fact, favor creating a separate
Department of Development. My views really join Anne Richard’s
and Jerry Hyman’s. The reason I have that view is precisely be-
cause, as I said in my opening statement, the reality of our foreign
affairs agencies and programs is that there is a substantial degree
of integration, overlap, and even cooperation particularly between
the State Department and USAID with respect to both program
definition, program implementation, and the objectives served by
the programs. This is what I called the “gray area.” It is really the
connection between our foreign policy objectives, our national secu-
rity objectives, and the important role that development has in
those objectives.

USAID does a number of things, not just development programs.
It works closely with the Defense Department today in Afghani-
stan. In Iraq, as you know, it has transition initiatives programs,
conflict management, military affairs programs and disaster assist-
ance, all of which focus on the near term. And in the State Depart-
ment, you have a European Assistance Program that is budgeted
and planned by the EUR Bureau in the State Department and im-
plemented in part at USAID. They have to work with each other
hand in glove all the time.

In other words, we have a rapidly changing culture—here I do
disagree with Leo Hindery—in the State Department with respect
to its attention to program definition and implementation and to
long term objectives in the field. And we have a foreign assistance
organization which can do both long term and short term at the
same time.

In my judgment, this is best served—and here I join Anne Rich-
ard and Jerry Hyman—by strengthening the capacity of USAID in
relationship to the State Department. My recommendation is that
a Deputy Secretary of State position for resources and management
that exists in law be, in fact, the steering official for the foreign as-
sistance programs of the United States, these programs give both
accountability to Capitol Hill and a presence at the decision tables
in the White House.

That vision may not have quite all the details right, but it con-
forms to the reality of U.S. involvement overseas today. Trying to
separate out one very specific thing narrowly defined as poverty re-
duction and development is not an accurate description of what we
call “development” programs in the government and would artifi-
cially separate out these other policy-relevant programs. Then
where is their home? What do they do?

Senator VOINOVICH. Mr. Hindery wants to comment.

Mr. HINDERY. Senator, I think that your concern about the prob-
lems around the creation of the Department of Homeland Security
are well stated. We looked at that, and we all have to remember
that DHS was born out of the tragedy of September 11, 2001, and
many of its activities were new in their own right.
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Senator VOINOVICH. Pardon me. You said something about the
DfID model?

Mr. HINDERY. The DfID model, which is the euphemism for the
United Kingdom’s stand-alone department. It is called the Depart-
ment for International Development (DfID).

Senator VOINOVICH. That was the other thing I was thinking
about when you were talking. I wonder how other people handle it.
So you are referring to the way they

Mr. HINDERY. The United Kingdom, Senator, has a stand-alone
department.

I would go back to the comment about the Department of Home-
land Security. We need to remember that much of its problems
were because it was also trying to start new initiatives. U.S. for-
eign assistance already exists, and it has existed for 60 years. It
is a noble part of what we do as a Nation.

If you and your colleagues looked at it more as a reformation, a
rehabilitation of what we are doing now and not the entirety of a
new initiative, as DHS was, the Department of Homeland Security,
while it is not an unformidable task, it may be more comforting to
your and your colleagues as you try to draw the contrast.

Senator VOINOVICH. Ms. Richard.

Ms. RicHARD. The proposal that I put forward is less than ideal.
It was put forward because it is a compromise between people who
would like to see a Cabinet-level development agency and people
who think that the State Department should do more, should be
more in the leadership.

So as a practitioner, Paul Clayman and I were looking for a way
to bridge these two communities.

Senator VOINOVICH. How long were you with Secretary Albright?

Ms. RICHARD. I was at the State Department starting in May
1990, working actually for Deputy Secretary Eagleburger, and I
was there most of the 1990s. And for 2 years, I reported directly
to Secretary Albright on these activities.

Senator VOINOVICH. So you were there for a while.

Ms. RiCcHARD. Most of the decade of the 1990s I was working on
foreign aid and trying to figure out how to work across the agencies
that were—and try to bring more coherence. And what is hap-
pening today is a much more serious effort than we were able to
mount back then, although every Secretary of State has cared
about this, and usually the longer they are in the job, the more
they care about it because they realize that this is indeed the tool-
kit they have to make a difference in the world.

So our proposal is a compromise. It is not ideal, but one of the
benefits of it is it could be done relatively easily in the first 90 days
of a new Administration.

Now, could you do more and could you do something more to-
wards an ideal? Yes, you could, but in order to do that, you would
have to have the President personally interested, I think, with the
White House behind it, and some sort of understanding at the out-
set with Congress that there would be joint work to produce some-
thing useful.

We have seen how hard it is to get foreign assistance legislation
passed in the Congress, and that is why I do not have a great deal
of hope that a major restructuring could be carried out. But as you
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say, it is an interesting time. There is a lot more attention to this.
You may have a better sense up here on the appetite for under-
taking something large and sweeping.

I do think there is a consensus that is changing——

Senator VOINOVICH. I am taking too much time. I would like to
interrupt you. The thing that is really important here is that you
can have a new President, and new Presidents like to do new ini-
tiatives. And you are complaining about the Millennium challenge
corporation and other things that should have been there, and they
did not—they wanted to have something that they could point to.
And I think that if there is not a lot of good work done before that
and you can go to the next President and say, look, we worked this
thing out, we do not think we need to have a new department, here
is the way you can get it done and try and say that his initiative
will be that he is going to bring these other things together in a
special way. I think it is really important you do that because if
it does not happen, the new guy is going to come in and say, hey,
I am doing it this way, and off we go, and a year from now or 2
years from now, maybe we get something done. We do not have
time for that.

Ms. RicHARD. Well, where there is consensus is there is con-
sensus change is needed; there is agreement the United States
must be more effective on this. There is a general belief that for-
eign aid is indeed a useful tool to pursue U.S. national interests.
There is a recognition that the United States needs a better bal-
ance between military and civilian tools. There is a desire to con-
solidate the large number of actors. There is an emphasis on the
need for coordination, and there is a recognition that we need a
longer-term strategic vision for U.S. programs. So I believe every-
one here at this table would agree to that and that becomes then
the nucleus for pulling people together around those concepts.

In looking at what the candidates have said, they have not come
up with well-developed proposals along these lines, but they are
talking about change and trying to do more and investing in tools
of reaching out to foreign countries and foreign publics. So in order
for them to achieve what they would like to do in the concrete, spe-
cific proposals, they are going to have to have a better bureaucracy
to support that.

Finally, I would like to say that the International Rescue Com-
mittee benefits from private fundraising. We get grants from the
U.S. Government to carry out programs in the U.S. national inter-
est. We also, though, receive monies from the United Kingdom Gov-
ernment’s Department for International Development. And what is
interesting to me is that they are very good at funding some of the
forgotten and neglected crises. They provide a lot of funding for us
for the Democratic Republic of the Congo, which has really fallen
off the screen here in the United States, even though there has
been tremendous rates of mortality there. And they are also very
good at looking how climate change has the potential to really hurt
some of the world’s more poor and vulnerable people.

So I can only say very positive things about the U.K. example,
and I think it is worth looking more at that example and talking
more to them.

Senator VOINOVICH. All right. Mr. Worthington.
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Mr. WORTHINGTON. I think we have to take into account a fun-
damentally changed external environment. I mentioned earlier that
our community raises $6 billion from the American public. It
makes us a donor of the size roughly of France. When you look
around the world, many times in a given country, the United
States is just one of many development actors in a country. Those
actors are the NGO community, the private sector, other develop-
ment actors and so forth.

The challenge is, as the United States, we then have multiple ac-
tors of our own. So when it comes to leveraging things—leveraging
private resources, leveraging resources from the NGO community—
our government does not take advantage of it the way we could.
We could be matching you 2:1 in terms of resources in many types
of programs, and yet it is divided across many different actors.

The DfID group is very good at leveraging how the U.K. fits in
a given country compared to other development actors in a country,
and the United States, by not having a development strategy of
where is our specific value-added, where can we make a difference,
we do not take as much advantage of that as could other actors.

The other is InterAction did a study of many of our members in
terms of the implementation of the F process in the field, and un-
fortunately, we got some relatively negative feedback, both in
terms of morale—and this was feedback from partners of the U.S.
Government as well as within USAID. In a sense, at a time when
we need to be empowering development within the U.S. Govern-
ment, we should not be taking steps that disempower it. We need
to be able to elevate as much as we can.

Now, whether that leads to a Cabinet level, I do not know, but
there has been a lot of consensus, and it goes from the IRC’s CEO,
other actors within our broad community, to the Brookings Institu-
tion, the Center for Foreign Relations, other actors who have got-
ten together in this Modernizing Foreign Assistance. And whether
you go all the way to the Cabinet agency one can debate, but the
broad elements seem to run across many different groups, both
from the Republican and Democrat, of the need, one, for funda-
mental reform; two, that there is a need to elevate in some way de-
velopment to create a greater space for the voice, a capacity to bet-
ter leverage U.S. interests in development overseas; and to do that
under a strategy that is comprehensive and goes across multiple
actors within the U.S. Government if it is not just one department.

Senator VOINOVICH. Thank you.

Senator AKAKA. I thank Senator Voinovich for his questions. For
the second round, I have just two questions, and I will also call on
Senator Voinovich again. But this question is for the panel.

Like the military, the Foreign Service prefers to recruit most of
it officers at the entry level. Dr. Adams suggests recruiting FSOs
at the mid-career levels may be preferable since many, especially
those who have served in the military, NGOs, or the business
world, may bring programmatic, technical, or other critical skills.

Do you think that the Foreign Service culture, especially at
USAID, could find a greater role for mid-career-level employees
who desire to join the Foreign Service? Are there any obstacles that
would prevent this from happening on a large scale?
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Mr. Apams. Maybe I should start since I made that point in my
testimony.

The answer is yes and yes. What is crucial here is that the For-
eign Service is changing, and as everybody at the table has said,
the world is changing. And so how we engage as a Nation in
statecraft is, therefore, changing. And the old model and culture of
“report, represent, and negotiate” does not work even for the For-
eign Service officers at the State Department. And because of the
damage amply demonstrated in your chart, the new culture of
managing contracts does not work very well at USAID either.

The reality is that for both of these organizations and more
broadly, we need to recruit a new generation, people who are able
to walk and chew gum at the same time. Who are prepared to be
both managers and diplomats, both planners and implementers,
and be engaged in the field. And if you put all of those pieces to-
gether, it means both organizations need, and I think our report is
going to make this point very strongly—to recruit, train, promote,
incentivize, and cross-assign the personnel who promote our foreign
policy interests.

Can they do this at the mid-career level? Yes, they can. The For-
eign Service Act that was passed in 1980 is both simple and ex-
plicit on this question. It is completely possible and within the
range of the law to recruit people at the mid-career level and to re-
cruit them very broadly with respect to specialization. And that is
important. If you wait until junior officers come in with that skill
set, it is going to be a very long time before they get to the level
where they are defining and implementing programs, making a dif-
ference in the field. So you want to start fast, hit the ground run-
ning, and be bringing in people at the mid-career level.

The obstacles are in the personnel rules in the two departments.
But even USAID has moved beyond that. They are deliberately set-
ting out explicitly, as part of the expansion you heard described
earlier by Richard Greene, to recruit people at the mid-career level
with the technical and field specializations that they need. So it is
entirely possible. This is simply an act of will in the two depart-
ments to proceed down that road.

Senator AKAKA. Thank you. Ms. Richard.

Ms. RiCHARD. I agree with what Dr. Adams said. I also might
point out that the staff of the State Department and USAID are
made up of political appointees, Foreign Service officers, civil serv-
ants, Foreign Service nationals, some nationals of the countries in
which embassies are located who are the locals. And the U.S. Agen-
cy for International Development, it has a Foreign Service, has civil
servants, and, of course, there are consultants and occasionally peo-
ple on loan, such as people from the Pentagon.

What has happened is that when any kind of change is proposed,
because of the environment in which everyone is working, there are
always concerns that the change will be negative, that somebody
is going to lose something. There are going to be less benefits or
less pay or less opportunities. And this is not a good way to run
organizations. There has to be more working together to build an
esprit de corps and to take advantage of a very diverse workforce
and really pull out people’s best talents and have them move quick-
ly into new areas to confront new challenges. And because, in part,
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I think the personnel always feel under threat that something is
about to be lost, they are very defensive to any kind of reforms or
changes. And I think that there has to be a better look at what is
needed and modeling a staff that can then address what is needed.

Thank you.

Senator AKAKA. Mr. Worthington.

Mr. WORTHINGTON. The U.S. nonprofit community has over
200,000 people working in development around the world, and we
bring in experts from the United Nations, from the private sector,
and other areas. The idea that you would bring in mid- to senior-
level people in the U.S. Government makes a lot of sense. The chal-
lenge is: Are these jobs that people want to take? Are these jobs
that are interesting?

We are looking at the type of people that are coming in this new
increase of Foreign Service officers. Now, many of them are coming
from a background of a significant interest in transitional States
and post-war conflict. So when we look at the world, it is not nec-
essarily through development, but it is looking at the world
through a lens of war.

Our challenge is we need to bring in people who are also looking
at the world through a lens of how do you improve the well-being
of people and do so at the mid-career level and, in essence, be com-
petitive with other types of jobs like our community where there
is much more flexibility with private resources.

Senator AKAKA. Dr. Hyman.

Mr. HyMmAN. Thank you, Senator. I was in USAID when we went
back and forth between the very two things you are talking about.
You can do it; definitely, you can do it. USAID did it. You get into
this list of alphabetical acronyms. They were called NEPs, new
entry professionals, to distinguish them from the earlier group,
which were called IDIs, international development interns, or
something like that.

So what happened, of course, was that the people who came in
at the bottom, so to speak, or earlier in their career got lower
ranks. The people who were brought in later for so-called more pro-
fessional got higher ranks. So the people that had been in the For-
eign Service had served overseas for X numbers of years were sud-
denly confronted with Mary or John who comes in at a higher rank
than they are in without having been in any of these countries.

That can be overcome, but there are problems of managing per-
sonnel with bringing in people at higher levels. Definitely it can be
managed. In my personal opinion, I think the best way to do this
would be to have an agreement between the Congress and the Ad-
ministration that we are going to go on a certain path and we are
going to stay on it, we are not going to go back and forth.

After the so-called NEP experience, now Administrator Fore is
going back to the earlier model, bringing people in at a lower level.
So the people coming in now are saying, “Well, why don’t I get a
GS-3 rank? Why do I get a GS—6 rank? I am not any worse than
so-and-so.”

It seems to me that this going back and forth and back and forth
is part of the morale problem in USAID and other agencies, and
that really gets, Senator Voinovich, to your point earlier about ini-
tiatives.
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One of the recommendations I made here is that the Congress re-
sist this continuous attempt to have new initiatives with the new
mark of whoever has come in at the top. Whether it is the Presi-
dent, the Secretary of State, or the USAID Administrator, there is
a flood of new initiatives in almost every Administration, and many
of them do not live long through the Administration, let alone en-
during through the next Administration.

The Foreign Service and the civil service bounce back and forth
between every new initiative, and it seems to me Congress could
do a great service by avoiding or trying to resist or asking for re-
sistance of constantly having new programs, new directions, new
personnel systems, new program initiatives, etc.

That said, going back to the point that was made earlier, one of
the reasons that USAID and the U.S. Government, I think, are
going to have a more complicated assistance structure than, let’s
say, the U.K. system, the U.K. system is devoted to poverty reduc-
tion. As Mr. Worthington said, he thinks that is the primary thing
for our assistance program. If it is, you may very well be able to
create a U.K.-type structure. But our structure has a multiplicity
of purposes and a multiplicity of functions. If we do not want to do
that, fine, then we should limit our assistance program to poverty
reduction. That is not where it is now. It has now got anti-ter-
rorism dimensions; it has state foreign policy dimensions. It has a
whole variety of things that are all engaged in the way in which
projects are put together. If you have that kind of complicated func-
tion, then you are going to get a complicated form as well. It is just
like regular architecture. Organizational architecture, form ought
to follow function. And we have a complicated series of functions
and, therefore, need to look at what forms will best achieve those
kind of functions. And I think that is where I think you were driv-
ing at, Senator Voinovich.

Senator AKAKA. Thank you very much, Mr. Hyman. As I said, I
had two questions. Now, the last one, you heard Mr. Greene give
his top three recommendations for improving the foreign assistance
bureaucracy, and I am going to ask the panel to submit—each of
you submit your three top recommendations in writing to the Sub-
committee.

Now I would like to ask Senator Voinovich for any questions or
final remarks.

Senator VOINOVICH. I just think this has been a great hearing,
and I really appreciate all the work that you all have done, and
your organizations. There is this tendency when you come in to try
and do new things and build on—it is hard to say we want to
have—I will just remember back when my predecessor was Gov-
ernor Celeste, and he put a lot of money in “Ohio is the heart of
it all.” And my people came in and said, “We have got to change
this.” I said, “What do you mean we have to change it?” “Well, we
have to have our own thing.” And I said, “This State spent prob-
ably millions of dollars in hustling this ‘Ohio is the heart of it all.’
Why would we want to change that?”

And then he put in place the Edison Centers. “Well, we have got
to have our own centers.” I said, “These things are working. Let’s
take what he has and let’s build on it and make it better.”
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That is why I think it is real important that you guys keep doing
what you are doing so that we get this information over to whoever
the next President is and they do not come in and try and reinvent
the wheel, and take the best of your thoughts and put it together
and also do a good job of coming up to the Hill and lobbying and
try to get some of our colleagues to understand that some of these
earmarks and so on really are not helping the situation and we are
not getting the best return on our investment because it does not
allow us to put our dollars where they are needed most. For exam-
ple, the international de-mining group. And it is amazing to me
how much money they are leveraging today. We put in, I think, $10
million, and they leverage another %10 million. And, frankly, they
could even leverage more than that if we did the match. So there
is this concept of how you can take your dollars and maximize
them and get a bigger return on your investment is extremely im-
portant. That is why this public-private partnership I think is so
important.

The last thing I would say is that Senator Akaka and I have
been trying for the last 10 years to deal with the issue of human
capital, and we are talking about bringing people in from the mid-
dle level. Do you all believe that we have enough flexibilities to
make that happen? Because I think the last time we looked, we
only bring in about 13 percent of the people who work for the Fed-
eral Government that come in at a middle-level area. One of the
things that we did was leave. If you work for the Federal Govern-
ment—maybe it is different in the State Department. You are here
for a year, you get 2 weeks. You are here for 3 years, you get 3
weeks. And then you are here for 15 years, and you can get a
month. And we have changed that situation. We have changed the
paying off of loans—well, that does not so much deal with people
coming in at mid-level. But do you think we have enough flexibili-
ties there to go after some of these folks?

Mr. ApamMms. My sense, Senator, is that you do. The issue that
Jerry Hyman put his finger on is real; that is, you are dealing with
an existing workforce and you have brought most of them in at a
non-mid-career level and created an expectation about how they
will move up through the career ranks. And, inevitably, the man-
agement challenge in doing what you are recommending—and I
think it is highly desirable—is managing the career expectations of
the people who are there.

One of the keys to this is on the budgetary side, ensuring that
we are expanding what we are expecting of the organizations. And
expanding their funding. We are going to recommend in the
Stimson Report, an expansion of the number of positions, which
will require more funding. More positions and more funding will
help alleviate some of the tension Jerry Hyman is talking about.
But it definitely is an HR management issue to ensure that as you
recompose the workforce and bring in the skill sets you need, you
are not creating resentment and ill will in the existing architec-
ture.

It is a management challenge, but my sense is in law there is
virtually no impediment. The challenge is going to be in managing
the regulations and structures in the HR processes in the organiza-
tions.
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Senator VOINOVICH. You are going to have to bring in somebody
who is really good in terms of HR or identify somebody already in
the shop that can really understand that.

Mr. ApAMS. There are two keys here. One is bringing in some-
body with the level of expertise and knowledge and credibility to
run the foreign assistance operation, someone who really knows
what they are doing. It is not just another political appointee.
Somebody with real skills and talents. In my judgment, 75 percent
of this is an HR issue, and that means bringing in somebody who
has the real skill to do this HR job.

Senator VOINOVICH. Thanks very much.

Senator AKAKA. Thank you very much. I would like to thank all
of our witnesses for being here today. There are many challenges
that face our foreign assistance bureaucracy, not the least of which
is, as we have been talking about, human capital. I believe that it
is vitally important to establish a clear national strategy to not
only guide our foreign aid efforts, but also to facilitate the effective
management, coordination, and staffing so that our national inter-
ests can be attained.

This Subcommittee will continue to focus on reforms of critical
aspects of our national security. Our next hearing will explore the
evolution of challenges to the public diplomacy bureaucracy.

The hearing record will be open for 1 week for additional state-
ments or questions from other Members of the Subcommittee. This
hearing is adjourned.

[Whereupon, at 4:29 p.m., the Subcommittee was adjourned.]
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Introduction

Chairman Akaka and Ranking Member Voinovich, thank you for calling
this timely hearing. The degree of turmoil and poverty in the world right now
poses both challenges and opportunities for our assistance programs. I
welcome this opportunity to discuss with you the ways in which we are working
to improve the delivery and effectiveness of the U.S. Government’s (USG)

foreign assistance programs.

In the United States today, old divisions between those who saw foreign
aid as a tool to influence strategic partners and those who viewed it as a means
of doing good in the world are giving way to a new unity of purpose. Our
altruistic goal of improving lives around the world is consistent with our
national security goal of making the world a more secure place for the United
States and its allies. Indeed, it is increasingly clear that development plays a
critical role in national security. By addressing the long-term conditions that
lead to despair and instability, development takes its place alongside diplomacy
and defense as a key component of national security. When our programs
address the problems of unresponsive governments, health crises, enduring

crime and poverty, they make the world a safer place.

(43)
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The President’s National Security Strategy makes clear the critical role
that the State Department and the U.S. Agency for Intemational Development
(USAID) have in achieving national security objectives. At any time, in many
places around the world, the U.S. Government is engaged in a wide range of
necessary and interconnected foreign assistance objectives — promoting long-
term economic growth and development; reducing poverty; fighting disease;
providing military assistance and training; promoting post-conflict
reconstruction and recovery; delivering humanitarian response; improving
governance, transparency, and accountability; strengthening democracy and
civil society; and the list goes on. Each of our major foreign policy tools —~
diplomacy, defense and development — can help achieve development progress.
But they can do so effectively only if we synchronize our efforts in all three
areas. Today, as never before, we must ensure that our foreign policy and
foreign assistance institutions — civilian and military — work together to achieve
development results that promote our humanitarian and national security goals

around the world.

We have recently seen several significant reports on the future of U.S.
foreign assistance and the ways in which the United States organizes, funds and
delivers aid programs. The consensus in these reports is encouraging; they
make a bipartisan case for increasing investments and for modernizing aid

structures to reflect the importance of meeting global development challenges.

We have invested considerable effort to improve the coherence and
effectiveness of our foreign assistance architecture. Our overall approach has
many features, including increased funding levels; the creation of a new

structure to coordinate USG strategic and operational planning, integrated
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budget formulation and execution, and performance management; a bigger,
better trained and supported workforce; a focus on country needs in our
planning and budgeting; enhanced civilian-military coordination and delivery;
expanded private-public partnerships; a new rapid response capacity through
the Civilian Response Corps; a renewed focus on monitoring and evaluation of
our programs; improved coordination and information sharing with other
donors, host countries, and partners through the Global Development Commons
and other mechanisms; and increased development planning and coordination
with other governments. In my remarks today, I’d like to focus on the first
three key components I mentioned: funding levels, new approaches to
managing foreign assistance, and the workforce needed for delivering our

assistance programs.

Funding Levels

There are numerous recent examples where the Administration and the
Congress have worked closely together to provide development funding
commensurate with the challenges and opportunities that exist around the
world. As a result, the USG has nearly tripled Official Development Assistance
since 2001. We are on track to double our assistance to sub-Saharan Africa
between 2004 and 2010. Perhaps the most significant example of sustained
funding focus is the President’s Emergency Plan for AIDS Relief where we
have already invested nearly $19 billion in programs designed to reduce the
transmission and impact of HIV/AIDS, with the goal of treating two million
people, preventing seven million infections, and caring for ten million people.
Yesterday (July 30), the President signed into law a bill reauthorizing a second

five-year program of $48 billion. A second major initiative launched in 2004
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with strong Congressional support is the Millennium Challenge Corporation.
The Corporation has now signed compacts with 16 nations based on the
principle that aid is most effective when it reinforces good governance,
economic freedom, and investments in people. In addition, the President’s
Malaria Initiative is investing $1.2 billion over five years to reduce deaths due
to malaria by 50 percent in 15 African countries. Also, we have increased our
investments in post-conflict countries and countries struggling to emerge from
conflict, such as Iraq, Afghanistan, Sudan and Liberia. Comprehensive reform
has many facets, but clearly one of the first is securing adequate overall
resource levels for foreign assistance. I think both Congress and the
Administration can take pride in the significant resources and the focus on
results that we have provided to important programs that are transforming lives

overseas and making our world more secure.

Reforming the Foreign Assistance Process

Two years ago, Secretary Rice reviewed the challenges of effectively
delivering and programming foreign assistance. What she identified was a
complex system in which responsibility for managing foreign assistance was
fragmented across more than a dozen USG agencies and among multiple
bureaus and offices within State and USAID. Our foreign assistance was stove-
piped into numerous accounts, overseen by a multitude of offices, each with
different standards of measurement and different ways of judging success or
failure. This fragmentation made it difficult to plan coherently and could lead
to conflicting or redundant efforts. Multiple lines of authority made
accountability more elusive and impeded efforts to integrate our foreign

assistance with our broader foreign policy objectives.
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Secretary Rice recognized that our assistance programs must become
better organized and integrated to meet the national security, development and
humanitarian challenges of the 21st century. The achievement of foreign
assistance goals is critically important for both the United States and our partner
countries. Therefore, in 2006, Secretary Rice launched an effort to improve the
coherence and effectiveness of U.S. foreign assistance. Secretary Rice
established the position of Director of U.S. Foreign Assistance with authority
over most assistance programs developed and delivered by the Department of
State and USAID. The Director of U.S. Foreign Assistance is simultaneously
the Administrator of USAID. This “dual-hatted” structure helps to ensure that
our overall foreign assistance programming has a strong development emphasis

and that it is also closely tied to our foreign policy objectives.

The Office of the Director of U.S. Foreign Assistance (DFA) is working
toward bringing a “whole of government” approach to our foreign assistance
programming. This approach is guided by an overarching goal — a goal
Secretary Rice has articulated as Transformational Diplomacy: to help build
and sustain democratic, well-governed states that respond to the needs of their
people, reduce widespread poverty, and conduct themselves responsibly in the

international system.

As an important first step to bringing about policy coherence, we have
started to implement and refine the basic management tools necessary to ensure
assistance programs across the U.S. Government are linked to our foreign
policy goals. We have developed a Foreign Assistance Framework as an

organizational tool to describe a broad swath of foreign assistance programs.
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The Framework creates a common language for categorizing and tracking our
foreign assistance activities. This set of common definitions allows us to
compare partner, program, and country performance in State and USAID
programs and across sources of funding. We are using this new tool to help
create detailed, country-level operational plans that describe how resources are
being used. Operational plans help us determine whether our foreign assistance
is aligned with our goals in a particular country; with whom are we working —
both inside and outside the USG; how much are we spending across the board,

and, finally, what results are we achieving.

We are also implementing a more integrated budget process in
Washington and at posts. We have brought a much stronger country focus to
both budget and implementation decisions. For the first time in Fiscal Year
(FY) 2008, and then again in FY 2009, we submitted a foreign assistance
budget that fully integrated the State and USAID requests for individual
countries, while taking into consideration the totality of USG resources,

including the Millennium Challenge Account.

In addition, we are working to integrate the foreign assistance efforts of
non-State and USAID entities. We are piloting a strategic planning process
whereby stakeholders from across the USG — not just State and USAID — are
working collaboratively in Washington and in the field to develop country-
specific foreign assistance strategies. This interagency-approved Country
Assistance Strategy (CAS) process is being tested in ten countries around the
world. A CAS will articulate the USG’s top four or five foreign assistance
priorities in a given country within a five-year period. The CAS process

provides a forum for USG departments and agencies to discuss their current and
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planned programs in a given country so that each agency’s programs can be
fully leveraged and maximized and brought into closer alignment with the host
country’s conditions and its own definition of development needs and priorities.
The CAS will be a public document to communicate the top USG foreign
assistance priorities to our host country government partners, other donors, key
stakeholders in civil society, including the private sector, and others. As the
pilot phase of the CAS wraps up this fall, we will be working with our

interagency colleagues to refine the concept.

We are also developing tools to help us measure the success of our
programs and compare results across countries and accounts. We are
implementing a set of standard performance indicators that allow us to
aggregate results and learn lessons about which programs work best in which
conditions. This effort to more robustly manage our performance is an
important step toward greater transparency and accountability in our assistance

programs.

We are two years into this major effort to reform foreign assistance. It is
fair to say that the initial implementation of the reform effort was met by some
serious criticism. However, I think it is also fair to say that over the past year,
we have seen significant improvements in many of the key areas of concern. So
while we have made many important strides, we also recognize that there is
much more to do. We approach the foreign assistance reform process
conscientiously and constantly strive to improve our systems so that they enable
us to manage aid more effectively while giving the necessary latitude to our
staff in the field, who must respond to local realities in the delivery of our

programs.
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Development Ieadership Initiative

Finally, successful foreign assistance reform depends upon our ability to
rebuild USAID’s core development capacity. Department of Defense Secretary
Robert Gates recently delivered an important speech at a U.S. Global
Leadership event. In it he stated, “It has become clear that America’s civilian
institutions of diplomacy and development have been chronically undermanned
and underfunded for far too long — relative to what we traditionally spend on
the military, and more importantly, relative to the responsibilities and
challenges our nation has around the world.” Simply put, we need many more
better trained and supported people to work in new ways to support the
achievement of USG development objectives. Staffing has not grown
commensurate with the tremendous growth in programs and funding levels;

USAID’s workforce and infrastructure must keep pace.

Consequently, Administrator Henrietta Fore launched a three-year plan to
significantly increase the size of our development corps. The Development
Leadership Initiative (DLI) aims to strengthen and invest in USAID’s critically
important permanent Foreign Service Officer corps. Not only do we need to
ensure the size of USAID’s workforce keeps pace with the significant increases
in USAID program management responsibilities, but we also need to make sure
the workforce has the necessary expertise and skills to tackle 21* century
problems. To launch the DLI, our FY 2009 budget request includes $92
million, which will allow USAID to hire an additional 300 Foreign Service

Officers, a 30 percent increase in the career Foreign Service workforce.
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DLI will address critical staffing shortages in program management and
technical areas, which will provide increased accountability in U.S. foreign aid
programs. USAID needs more officers with technical skills in education,
agriculture and the environment, economic growth, democracy and governance,
and health. It needs more contracting officers, legal advisors, and financial
managers to strengthen host country institutions as well as stewardship of our
funds. USAID needs more talent on the ground, in more countries, with the
resources and skills to help build the capacity of people and institutions. We
are most appreciative of the strong Congressional support for these efforts
reflected in the recently passed supplemental and the initial FY 2009 House and

Senate appropriation marks.

The overall request for USAID administrative accounts also includes a
significant increase in the resources for training and information technology
from the FY 2008 enacted levels. Agency leadership recognizes the importance
of a well-trained workforce. Efforts are underway to expand technical and
leadership training, modernize delivery mechanisms, including broadening e-
learning opportunities, and greatly increasing the number of officers conversant
in Arabic, Chinese and the languages of South Asia, Southeast Asia, and East
and West Africa. USAID needs to modernize antiquated business systems to
improve procurement and financial management processes, continue e-

government initiatives, and improve the Agency’s ability to report results.

Conclusion

So where does that leave us? We now have a greater development focus

and sense of USG unity about how, why and what we are doing to accomplish
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our foreign policy and foreign assistance goals. Our foreign assistance reform
effort, while still in the formative days, has made significant progress in
bringing U.S. foreign policy objectives into closer alignment with resource
allocations and in creating coherency across country programs. We have taken

the first steps to reinvigorate USAID’s development corps.

However, reform and institutional change take time. We need more
flexibility in funding streams. We need programs that are demand-driven, not
ones that are dictated by the type of funding available. We need to recruit and
retain a robust work force, with strong operational and technical skills. We
need to further streamline our planning and allocation processes. We need to
fully implement a whole of government approach that achieves better

coordination of USG foreign assistance programs.

These steps are essential to develop, implement and sustain a coherent
USG foreign assistance program that can more effectively link with the efforts
of many countries and organizations to successfully impact the lives of millions

of people around the world.

And to be successful, we need the active engagement of Congress, public

and private partners, and the international community.

In closing, the one word that captures where we are in our efforts to help
better achieve development goals is “More.” There are more issues to consider,
more complexity, more aggregate resources, more information about what
works and what is important, more understanding of the impact of not

coordinating defense, development, and diplomacy goals and more international

10
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focus on improving our collective foreign assistance performance. But most
importantly, there is more promise and more potential for achieving long-term
sustainable development goals around the world. Progress can only be made if
we have a sense of shared community goals and efforts. There are clear signs
we are heading in that direction and I salute the members of today’s second
panel for their leadership role in this effort. Modernizing foreign assistance is

necessary. It's urgent. And, it’s essential to our national security.

Thank you very much. I would be pleased to respond to questions at this

time.
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TESTIMONY OF LEO HINDERY, JR., ON FOREIGN ASSISTANCE REFORM
BEFORE THE SENATE COMMITTEE ON HOMELAND SECURITY AND
GOVERNMENTAL AFFAIRS SUBCOMMITTEE ON OVERSIGHT OF GOVERNMENT
MANAGEMENT, THE FEDERAL WORKFORCE AND THE DISTRICT OF
COLUMBIA, JULY 31, 2008

Mister Chairman, Mr. Ranking Member, and other Subcommittee members, I am Leo
Hindery and I was the Vice Chair of the HELP Commission, which was created by
Congress in 2005 to reflect on how best to reform the tools of development
assistance. It is an honor for me to appear before you today to testify on foreign
assistance reform.

I along with two other HELP Commission Members - Jeffrey D. Sachs and Gayle D.
Smith - prepared a Minority Commission Report entitled “Revamping U.S. Foreign
Assistance”, and I ask that you place that entire Minority Report into the record.
Today, I want to discuss our five significant conclusions which are relevant to this
Hearing.

Even though the principle has been part of U.S. foreign policy doctrine for sixty
years, our first conclusion was that the United States must continue to promote
development assistance as a core pillar of national security and American morat
values, since this principle is no longer universally embraced. The 2006 National
Security Strategy of the United States explained well the rationale and imperative of
development assistance when it said that: “America’s national interests and moral
values drive us in the same direction: to assist the world’s poorest citizens and least
developed nations and help integrate them into the global economy...Development
reinforces diplomacy and defense, reducing long-term threats to our national
security by helping to build stable, prosperous, and peaceful societies.”*

Our second conclusion, and an extremely important one, was that the U.S. should
immediately establish a new separate Cabinet-level *Department for International
Sustainable Development”. This new Department would house USAID, PEPFAR, the
President’s Malaria Initiative, and Millennium Challenge Corporation, plus all new
emerging initiatives such as in climate change.

The case for a separate Department rests on the five principles:

s The need, as I mentioned, to upgrade U.S. development assistance as a
pillar of U.S. national security;

» The need to improve U.S. Government management and expertise in public
health, climate change, agronomy, demography, environmental
engineering, and economic development;

e The need to work effectively with similar cabinet-level departments and
ministries in partner countries;

* The need to de-politicize development assistance, so that it can be directed
at the long-term investments that are critical in the fight against poverty,
hunger, disease and deprivation; and

¢ The need for coherence of U.S. policies which impact international
sustainable development.

! The United States National Security Strategy 2006. pp. 32-33. Available online at:
http://www.whitehouse.gov/nsc/nss/2006/index . htmi.
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The current system in which USAID is a part of the Department of State is, simply
stated, failing. U.S. aid is excessively politicized by connecting aid with short-term
foreign policy exigencies and domestic policies, and until the status of sustainable
development within the Government is improved, the U.S. Government will also be
unable to attract the best experts in the development fields.

The shift in the United Kingdom in 1997 from having a sub-cabinet development
agency to having a cabinet-level department called DfID has dramatically increased
the standing, reputation and expertise of the United Kingdom in the area of
international development. Consequently, DfID is far ahead of USAID as a global
thought-leader in development policy, and relatively more successful.

The new Department which we propose would have four specific tasks in its start-up
years in addition to its development challenges:

e First, re-focus aid efforts. It would bring together countless aid programs
now strewn in a disconnected way across the U.S. Government. It would fix
the procurement and contracting systems, widely regarded to be broken. And
it would promote results-based aid delivery with monitoring, accountability
and audits.

« Second, leverage civil society and the private sector. It would promote
partnerships with civil society and the private sector. Businesses especially
would be encouraged to utilize their technologies (in sectors such as health,
agriculture, energy, logistics, and finance in partnerships with the U.S.
Government and multilateral agencies.

« Third, focus on fragile states. It would pay special attention to fragile states,
including the extreme poor, environmentally threatened regions, and post-
conflict environments where development aid can make the difference
between economic growth and stability, on the one hand, and state collapse
and violence, on the other.

« Fourth, integrate all development tools. It would be charged with
harmonizing the range of development instruments, including development
assistance, macroeconomic support (such as debt cancellation), trade policies
(such as the African Growth and Opportunity Act), transparency initiatives
(such as the Extractive Industries Transparency Initiative), and other toois of
diplomacy and development.

The United States and the other developed countries have long recognized that the
development financing burden and support for economic development in the poorest
countries must be a shared global effort, based on mutually agreed targets. Thus
our third conclusion was that the U.S. should make concrete efforts to follow through
on the commitment which it and twenty-one other major donor countries made in
the Millennium Declaration of 2000 to having their respective Office Development
Assistance (ODA) be 0.70 percent of GNP, which would put the world on a pathway
to achieve the end of extreme poverty by the year 2025.2 However, despite our
nation’s public commitment to the 0.70 percent figure, which has been re-confirmed
by every nation at each G8 Summit since 2000, U.S. ODA in FY 2007 constituted just
0.16% of national income. As the European Union already has, the United States
should aim to reach 0.50 percent of GNP by the year 2010 and 0.70 percent by the
year 2015.

% Based on the work of the UN Millennium Project and WHO Commission on Macroeconomics and
Health, and consistent with the findings of the 2005 Africa Commission of the U.K. Government.
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It should be noted that while some Americans believe that the current low level of
U.S. ODA is offset by a uniquely high level of U.S, private aid as a share of GNP, this
is simply not the case, and this perception should not be used to obviate our
commitment. U.S. total giving as a share of GNP, even including private aid,
remains near the bottom of the donor rankings, with a combined share of still only
around 0.23 percent,’

Our fourth conclusion was that U.S. political leaders should explain to the American
people both the substantial overall progress in economic development and the
international development commitments that have been made, in order for the
American people to want to continue funding our fair share of foreign assistance.

In the broadest terms, the efforts to promote economic development around the
whole world during the past fifty years have actually been highly successful, and the
biggest development successes have come in Asia, but other successes are also part
of the recent history of Latin America, the Middle East and North Africa. The biggest
challenges are now concentrated only in a much smaller part of the world, especially
large parts of sub-Saharan Africa and some parts of Asia where there are the highest
disease burdens, the poorest infrastructure, the greatest vulnerability to droughts
and other hazards, and the least access to the sea.

It should be further noted that while Americans broadly support effective and large-
scale development assistance, they grossly overestimate the actual amount of aid
given by the U.S. overall and to Africa specifically. Americans consistently perceive
that U.S. foreign assistance spending is around 20 percent of the federal budget,
which they would like to be around 10 percent. However, since our actual assistance
figure is only around 1 percent of our budget, we are in the paradoxical situation
where the public would like to “cut” aid from an imagined 20 percent of the budget
to “only” 10 percent, even though the 10 percent figure would actually be a tenfold
increase over the real level of aid.

Our fifth conclusion had to with (1) what works and doesn’t work with ODA and (2)
modernizing U.S. development assistance in the 21st century, all of which is
particularly germane to this Subcommittee’s strong interest in organizational
process.

* In 2004-5, 0.23 percent of GNP (i.e., 0.17 official plus 0.06 private). The Hudson Institute identifies
much larger estimates of private giving in its Index of Global Philanthropy, specifically around $30 billion
per year, broken down as follows: Private Voluntary Organizations (PVOs), $13 .4 billion; faith-based
groups, $5.4 billion; universities and colleges, $4.6 billion, U.S. foundations, $2.2 billion, and American
corporations, $3.1 billion. However, there is strong reason to believe that these estimates do not reflect true
development assistance. With regard to the PVO estimate, for example, while it attempts to cover
international projects, it does not distinguish between development-oriented activities and other activities.
In turn, the estimate of development aid from faith-based groups is without explanation of the development
activities covered or of the services delivered by religious groups. The estimate for university giving is
based on purported values of scholarships to foreign students in the U.S. from developing countries
regardless of country of origin or personal means - yet notably, only 6 percent of the students are from the
poorest continent, Africa. Finally, the estimate of corporate giving is dominated by a non-credible estimate
of $4.2 billion of in-kind donations by U.S. pharmaceutical companies, with no verification that the stated
values of the donated products are not simply the patent-protected market prices in the U.S., even though,
through generics producers, they may be available to recipient countries at a small fraction of the patent
prices.
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The discussion on aid effectiveness is often clouded by confusions, prejudices and
simple misunderstandings. Many studies try to find a correlation between overall aid
and economic growth, and when they find little positive correlation, they declare aid
to be a failure. Yet the low correlation does not prove that aid is failing, since much
of the aid is directed to countries in violence, famine or deep economic crisis. It is
not a surprise, therefore, that aid is often correlated with “economic failure,” not
because aid has caused the failure but rather because aid has responded to failure.

We need a much more sophisticated approach than standard simple correlations to
judge the effectiveness of aid. We need to assess the objectives of specific aid
programs and whether these objectives are fulfiled. Did the food aid stop
starvation? Did immunizations save lives or eradicate diseases? Did infrastructure
spending on roads and ports help to generate new employment in new industries?
Did aid for schooling raise enrolments, completion rates, and literacy? Did farm aid
increase the productivity of farms?

Another massive confusion in the public debate is the sense that vast amounts have
been spent and that no development has resulted. This view is doubly incorrect. On
the one hand, aid has not been vast, at least in comparison with national incomes,
the population of recipient countries, and spending on other areas of concern (e.g.,
defense). This is especially the case regarding Africa, a region that is regularly
maligned for alleged mismanagement of aid yet regularly neglected in actual aid
flows. On the other hand, in most parts of the world there have been vast
development successes, with stunning increases in average incomes, life expectancy,
child survival, literacy, school completion rates, and other gains.

Yet another confusion results from the fact that we regularly overload our
development assistance by trying to accomplish too many things, especially things
not well suited for development aid. It is notable, for example, that one-third of US
development aid is currently directed to “strategic nations,” especially in the Middle
East, rather than to the world's poorest nations. We often use our aid to buy allies,
to directly or indirectly finance the war on terror, to create peace between Israel and
Palestine, to fight drug trafficking in the Andes and Afghanistan, and more.

There are six keys to success in development:

« First, interventions should be based on powerful, low-cost technologies. The
main underlying force of economic development is technological advance. It
is not surprising, therefore, that successful development assistance typically
involves the diffusion of a powerful technology, such as high-yield seeds,
immunizations, modern contraception, or Internet connectivity.

« Second, interventions should be relatively easy to deliver and based on
expert-systems and local ownership. Modern technologies are embodied in
systems. Vaccinations, for example, are delivered on specific timetables for
young children, while high-yielding seeds are deployed in specific packages of
farm inputs (e.g., combinations of seed, fertilizer, irrigation and agricultural
extension). The key to success is to deploy the technology in a system that is
evidence based, scientifically sound, administratively feasible, and tailored to
local conditions.

» Third, interventions should be applied at the scale needed to solve the
underlying problems. The key to success is not the demonstration of the
underlying technology, but rather the deployment of the technology at a scale
to make a difference. Typically, once the technology is known and the expert
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system has been identified, rapid scale up is possible, building on global
strategies and local adaptation and support.

Fourth, interventions should be reliably funded. Budget outiays should be
over a sufficient period of years so that participating countries can be
confident of sustained financing, and therefore can build institutional systems
and provide training and capacity buiiding.

Fifth, interventions should be multilateral and draw support from many
governments and international agencies. The greatest development
challenges — extreme poverty, hunger, disease and lack of infrastructure -
are beyond the financing capacity of any single donor country. Moreover, a
unified effort is more efficient than a congeries of small and disparate
projects.

Sixth, interventions should have specific objectives and strategies so that
success rates can be assessed. Development assistance programs should
have clear objectives (e.g., coverage rates of immunizations, hectares
planted with high-yield seeds, timely isolation of smallpox outbreaks, efc.),
and they should not directly aim for excessively broad and overarching goals
such as “democracy” or “the end of terror”, even though broad goals such as
these can appropriately be among the direct and indirect motivations for the
interventions. But only with specific objectives can there be measurements,
auditing, evaluations and re-assessments as needed.

Finally, the U.S. development assistance effort must be updated to the conditions of
the early years of the 21st century. This means that the development goals must be
made clear and appropriate, the technologies must be identified, and the systems for
delivery must be assessed:

Goals. The priorities for U.S. development assistance should be based mainly
on the development commitments that the U.S. and the rest of the world
have made in recent years after considerable diplomatic and scientific
discussions and negotiations. At the core of the effort should be the
Millennium Development Goals (MDGs). These goals are already the central
organizing tool for most development agencies and mulitilateral development
institutions around the world. The MDGs have the profound advantage not
only of specifying explicit and quantitative targets, but also of automatically
aligning U.S. efforts with those of partner countries, thereby massively
leveraging American resources and expertise,

The focus of the development challenge is in those regions still trapped in
extreme poverty, or those places suffering extremely high burdens of hunger,
disease, or lack of infrastructure. This means that U.S. efforts should be
mainly directed towards sub-Saharan Africa, Central Asia, the Andean region,
Haiti and the remaining pockets of extreme poverty in South Asia.
Development aid for middie-income countries should be scaled back
accordingly, since these regions can generally finance their own investment
needs,

Technologies. For each of the MDGs, there are a set of core interventions,
based on proven low-cost technologies, which can spur rapid advances toward
the MDGs. The UN Millennium Project among other studies has identified the
powerful tools at our disposal in each of the key areas. While much can be
said about each area, the following highlights can be noted.
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» Income poverty: microfinance; electricity generation (off-grid and on-
grid); all-weather roads; access to cell phones and the Internet; and
improved population health.

* Hunger: improved food production through the extension of "Green
Revolution” technologies (high-yield seeds, fertilizer, small-scale
irrigation, agricultural extension services); micronutrient supplementation
for Vitamin A, iodine, zinc, and iron; monitoring of low-weight children;
and school feeding programs with take-home rations for pre-school-aged
children.

s Universal school completion: construction of schools; training of teachers;
wireless Internet connectivity for (solar-charged) computers at schools;
separate hygienic facilities for girls and boys; and mid-day feeding
programs.

s Gender equality: time-saving infrastructure for rural women (water,
power, mills, and clinics, within reach of villages); micro-finance for
women'’s groups; and improved inheritance and property rights.

e Reduced maternal mortality: emergency obstetrical theatres in all sub-
district hospitals; training of assistant medical officers to perform
emergency procedures; and use of wireless phone systems to create
emergency-response units for ambulance services.

* Reduced child mortality: integrated management of childhood ilinesses
including diarrhea, malaria, acute lower respiratory infection (ALRI),
vaccine-preventable diseases, parasitic infections (worms), and
micronutrient deficiencies; expert systems for neonatal care; and
increased use of community health workers supported by mobile phone
and Internet connectivity.

e Control of AIDS, TB, and Malaria: packages of preventative and curative
health services {e.qg., access to medicines and universal protection by
insecticide-treated bed nets in the case of malaria).

» Universal access to family planning and contraceptive services: logistics
and supply chain management for contraceptive availability; community-
worker outreach to ensure access to family planning service; and
contraception on a voluntary basis.

e Safe drinking water and sanitation: application of modern hydrological
tools to identify sustainable water sources based on seascnal and annual
runoff; rainwater harvesting, sustainable use of groundwater, and
improved year-round water storage; investments in sanitation systems
including septic tanks and recycling of human and animal wastes in rural
areas; and piped wastewater treatment in urban areas.

+ Delivery Systems. Much is made of the difficulty of delivering technologies to
the poor, with perceived high risks of corruption, mismanagement and other
delivery failures. Yet such fears have been shown time and again to be
misplaced as long as the aid is practical, subject to monitoring, adapted to
local circumstances, endorsed by local communities, and embedded in a
sensible delivery system with audits and evaluation. In recent years,
enormous successes have been achieved in the mass distribution of anti-
malaria bed nets, the mass scale-up of new vaccines, the mass treatment of
children for worm infections, the mass increase in primary-school enrolments
and completion rates by eliminating school fees, and the mass access of
farmers to high-yield inputs through voucher systems. In all of these cases,
success has resuited from transparency, specificity, accountability and
auditing of delivery systems.

Thank you for this opportunity.
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Thank you Mr. Chairman for inviting me to testify today. The hearing you are
conducting on these issues is timely and important. We have a unique opportunity over
the next year to rebuild the civilian instruments of American statecraft to fit the
international challenges we face and your hearing will make an important contribution to
that effort.

The nature of the foreign policy and national security challenges we face as a nation have
changed substantially over the past twenty years. And our decades-old foreign policy and
national security institutions are not properly structured to meet these challenges.

The Challenges

While much of our attention will be focused in the next year on Iraq and Afghanistan, the
next Congress and the next administration face a number of critical, longer-term national
security and foreign policy challenges: Globalization and the international economy:
rising energy demand, rising prices, and declining supply; food prices and shortages;
financial instability and a weak dollar; and persistent poverty in a stretch of countries
from southern Africa to parts of Southeast Asia. Problems of governance: fragile,
weak, failing, and brittle states, incapable of securing their borders, ensuring internal
stability, supporting economic growth, providing social benefits. Political instability and
civil conflict are the result; effective, efficient, and responsive governance is the goal.
Conflicts of identity: persistent and inflamed conflicts of religion, ethnicity, and
nationality. Transnational challenges: terrorist tactics and organizations, infectious
diseases, environmental damage and global warming, international crime and narcotics
trafficking, all of which escape the boundaries of the nation state and normal policy
capabilities. Rising powers and a changing international balance of power: the
growing global role of China and India and regional power changes in the Middle East
(Iran), and Latin America (Brazil).

These challenges have two features in common: None of them can be addressed by one
department or agency of the U.S. government alone; they all require action across the
government through an integrated strategy. And none of them can be solved by the
United States acting unilaterally; they will all demand American leadership in a
multilateral context.

The Priority: Rebalance the Foreign Policy Toolkit by Strengthening Civilian Capacity
My testimony today will focus on the first feature: How do we ensure that our foreign
policy toolkit is properly balanced, strategically integrated, and adequately funded to be
effective in dealing with these challenges. The bottom line of my testimony is as
follows:

1. Our foreign policy toolkit is out of balance; we have relied excessively on the
military instrument of power, and neglected the critical capabilities of diplomacy
and development/foreign assistance. The next Congress and the next
administration need to address this imbalance as a high priority.

2. Despite a growing State Department budget over the past eight years, the
diplomatic instrument (both core diplomacy and public diplomacy) is
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inadequately staffed and funded to play a full part in our foreign and national
security policy.

3. Despite roughly doubling our foreign assistance over the past eight years, our
development and foreign assistance institutions suffer from a “diaspora.” There
are a large number of agencies and departments now involved in foreign
assistance, including many that are primarily domestic agencies. Their efforts
need to be better integrated and coordinated. They need a more strategic
direction. They need more funding and staff. And they need a coordinated
budget process to be effective.

4. There are some specific ways to act, and to act early, on these imbalances and
weaknesses:'

¢ Invest in additional staffing for State and reshape the career expectations,
training, and career path of the Foreign Service to reorient that culture to
fit with the challenges we face.

¢ Invest in and rebuild USAID, through additional staff, and the integration
of at least some of the “diaspora” of foreign assistance organizations into a
stronger organization.

+ Strengthen the capacity of both State and USAID to engage in joint
strategic and budgetary planning. Create a process for planning and
budgeting across all foreign policy agencies, as well as across domestic
federal agencies with international programs. Ensure that development
and foreign assistance perspectives have a voice at the table in foreign
policy and national security decision-making.

+ Restore the authority of the Secretary of State and USAID over U.S.
foreign and security assistance programs, while retaining DOD strengths
in implementing security assistance.

The State Department

Today our foreign policy tools are out of balance. Where once the nation relied on
strong diplomacy and foreign assistance programs, the consequence of weakened civilian
institutions, and the outcome of seven years of conflict in the Middle East and Central
Asia is an excessive reliance on the military instrument of national power. No less an
authority on this imbalance than Secretary of Defense Robert Gates has drawn our
attention to this problem in his recent speech to the U.S. Global Leadership Campaign::

! These recommendations draw on a number of studies, but particularly Cindy Williams and Gordon
Adams, Strengthening Statecraft and Security: Reforming U.S. Planning and Resource Allocation,
Occasional Paper, Cambridge, MA: MIT Security Studies Program, June 2008; and the study underway at
the Henry L. Stimson Center as part of the “Foreign Affairs Budget of the Future” project of the American
Academy of Diplomacy. They are the responsibility of the author, alone.
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Overall, even outside Iraq and Afghanistan, the United States military has become
more involved in a range of activities that in the past were perceived to be the
exclusive province of civilian agencies and organizations. This has led to concern
among many organizations — perhaps including many represented here tonight —
about what’s seen as a creeping “militarization” of some aspects of America’s
foreign policy. This is not an entirely unreasonable sentiment....[T]hat scenario
can be avoided if...there is the right leadership, adequate funding of civilian
agencies, effective coordination on the ground, and a clear understanding of the
authorities, roles, and understandings of military versus civilian efforts, and how
they fit, or in some cases don’t fit, together.

The place to start in rebuilding our civilian capacity is with the State Department.

Despite significant growth in personnel and funding for America’s diplomatic institutions
over the past eight years, the State Department still remains below the level of staffing
and funding it needs to conduct our nation’s diplomacy.® Secretary Powell and Deputy
Secretary Armitage deserve great credit for their success both in raising State Department
funding, and in adding personnel to the Foreign Service. The additional personnel made
up for the demands of opening new embassies in Eastern Europe and the former Soviet
Union, which had drawn down staff largely from western Europe, the need to staff our
rapidly growing presence in Iraq and Afghanistan in a time of conflict, and significant
growth in the consular and diplomatic security sectors. But it did not expand our
capability to deal with the new demands of the 21% century.

This leaves a substantial need to continue to expand the Foreign Service, particularly to
fully staff overseas missions outside the two conflict areas and to deal with the new
agenda of multilateral coalition and organizational growth, economic diplomacy,
interagency programs and activities, and the expanding need to interact with non-
governmental actors and businesses overseas. Through the study we at the Stimson
Center are conducting for the American Academy of Diplomacy, we will be proposing
substantial personnel additions to the State Department both for core diplomacy and for
public diplomacy, potentially expanding that service by more than 30% over the next five
years.* The growth we propose will be driven by requirements for adequate mission
staffing and new missions.

Simply adding more foreign service officers to the rolls, however, will not be enough to
strengthen the State Department tool. In the 21 Century, the State Department is clearly
in the midst of an on-going, significant transition to new roles and expanded
responsibilities, especially in the area of program development and management. The
once dominant culture of “report, negotiate, and represent” that has been core to the

% Speech of Secretary of Defense Robert Gates to the U.S. Global Leadership Campaign, Washington, DC,
July 15, 2008

* State Department operations budgets, excluding contributions to UN organizations and peacekeeping,
have risen 70% between FY 2000 and FY 2008, from $6.2 b. to $10.5 b. Much of this increase has gone
toward increases for Diplomatic and Consular Programs, and Diplomatic Security.

* Combined with the staffing increases the Stimson/American Academy recommends for USAID and
public diplomacy, overall staffing for these three areas of diplomacy would grow 40% over the next five
years.
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Foreign Service is being overtaken, as the time for a wider and more agile engagement
arrives.

This means that a new breed of diplomat is beginning to appear and needs to be
encouraged, a diplomat with new skills and new career expectations. The transition at
State is already well under way through what can be called "mission creep,” which is
putting our diplomats in the business of doing more strategic planning, thinking about the
long term, and designing and implementing programs.

The “foreign-assistance” portfolio now planned and budgeted at State reflects this
emerging trend and has led to an expanded operating relationship between State and
USAID. A significant part of the assistance for eastern Europe and the Russian periphery
is planned and budgeted by the Office of the Special Coordinator for Assistance
Programs in the Eurasia Bureau at State. It focuses on long-term governance, the
creation of free markets, and the development of civil society. Economic Support Funds,
once largely budget support to friendly governments, are now in part planned and
budgeted jointly with USAID, which implements country programs with governance and
economic development objectives. In fiscal years 2007 and 2008, as well as in the 2009
proposed budget, more than 80 percent of ESF was allocated to long-term investments in
governance and economic development, including sizable monies for strategic countries
such as Egypt, Pakistan, and Jordan.

Some bureaus and offices at State are now involved in strategy, planning, and
implementation in such areas as HIV/AIDS (PEPFAR), counter-terrorism assistance
(ATA and the Coordinator for counter-terrorism), counter-proliferation (the international
security bureau), democracy support (the DHL Bureau), and peacekeeping training (PM
and the GPOI program). These key challenges of the new century required new focus
and new programs, at State, at USAID, and at other agencies.

This increasingly strategic, long-term, and programmatic activity at State demands a new
Foreign Service professional and a new culture. And they demand closer coordination
between State’s programs and those of other assistance agencies. I will note below that I
do not think we should set back this trend by separating development, foreign assistance,
and overall program activity from State. Instead, we should be encouraging a
coordinated, cooperative civilian capability that can meet our foreign policy and national
security goals.

Internally, for the State Department, this means serious attention to human resources
policy, much of which can be changed using existing authorities and regulations. It
means recruiting potential diplomats who have broad technical, economic, and
programmatic skills, as well as cultural and linguistic knowledge. It means recruiting
some of them at mid-career levels, where they can bring those skills to the policy process
right away. It means training them differently than we do today. Not only should new
diplomats be trained at the outset in their careers; they should have career-long training.
In addition to the current core curriculum for diplomats, this needs to include training
through a diplomat’s career, in strategic planning, technical subjects, budgeting,
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economics, management, and especially program development, implementation, and
evaluation.

It means rotating these managers of American foreign policy through assignments across
the State Department’s cones — political, economic, administrative, public diplomacy, and
consular — and across the foreign policy community. Foreign Service officers should be
incentivized and rewarded for holding a development/foreign assistance post in their
careers. And they should be rewarded for taking cross-agency assignments outside the
classic foreign policy arena — to Defense, to Treasury, to Commerce, Justice, or
Homeland Security. These are big cultural changes coming to State, but they are vitally
important if this element of the civilian toolkit is to play its appropriate role.

The same renewal is needed in public diplomacy. The absorption of USIA by State in
October 1999 was probably inevitable, but it need not have led to lower priority and
attention to America’s “soft power.” This is recognized today, including the endorsement
of a semi-autonomous public diplomacy capability by Secretary of State Rice’s Advisory
Commission on Transformational Diplomacy. Autonomous or not, staffing needs to
grow in the public diplomacy arena, and programs need to grow to match, particularly a
stronger overseas public diplomacy presence, significantly increased exchanges, which
have a major long-term positive impact on the U.S. image and our relations overseas, and
a new generation of public diplomacy officers in touch with the digital and internet age.

Restructuring Foreign Assistance

Let me turn to the second major focus for reform, which is of concern to this
subcommittee — the structure and role of foreign assistance. The two most striking
features of our foreign assistance architecture are the “diaspora” of organizations
involved and, until recently, the absence of strategic planning and budgeting for our
foreign assistance programs. In the five years I spent as Associate Director for National
Security and International Affairs at OMB, where I was responsible for budgeting and
planning with respect to all of the national security organizations, I was struck by the fact
that 90% of the resources for which I was responsible were spent by the Defense
Department, but 90% of my time was spent integrating planning and budgeting and
resolving internal controversies among the civilian foreign affairs agencies, much of it
involving foreign assistance.

The “diaspora” of foreign assistance organizations has, if anything, gotten worse. 5 Inthe
last five years we have created two new foreign assistance organizations — the
Millennium Challenge Corporation and the President’s Emergency Program for AIDS
Relief. MCC now competes with USAID for funding, while the PEPFAR Coordinator is
relatively autonomous from State and USAID, and is the fastest growing foreign

% As the CSIS Smart Power Commission put it: “Diplomacy and foreign assistance are often underfinded
and underused [and] foreign policy institutions are fractured and compartmentalized.” Center for Strategic
and International Studies, Commission on Smart Power, 4 Smarter, More Secure America, Washington,
DC: 2007, pp.8,9.
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assistance account in the 150 budget.® There are more than 15 agencies and departments
providing some kind of foreign assistance within the 150 account alone. Equally
significant, there are at least 20 other federal departments whose budgets are not part of
150, but which are actively engaged overseas, most of them on our embassy platforms.
There are at least six programs and budgetary “spigots” that support post-conflict
stabilization and reconstruction programs; at least ten that promote governance and
democracy; and four that provide humanitarian and disaster relief.

This diaspora alone is enough to weaken the strategic integrity of our foreign assistance
and the impact it could have overseas. But it has also weakened the core foreign
assistance institution — USAID — leading to sharp staffing reductions. Over the past thirty
years, USAID’s American workforce has shrunk from 4,300 to 2,200. At the same time,
the resources for which it is responsible — both its own development funds and the
programs it implements for the State Department - have more than doubled to $13.5b. in
FY 2007, according to the USAID Administrator. To cope with this disparity between
capacity and responsibilities, USAID changed character. First, through the hiring of
more than 1,200 personal services contractors it augmented its staff with non-direct hire
employees. Second, it has become largely a contract management agency, with programs
being implemented by a growing number of outside contractors.

It now suffers from a dramatic shortage of staff, especially staff with the technical
capabilities needed to oversee a growing portfolio of programs and significant changes in
its responsibilities in the new century. It must now work more closely with the
Department of Defense and other U.S. agencies in carrying out assistance programs that
directly support security interests in Iraq, Afghanistan and other areas. It needs the
capacity to mobilize the U.S. private sector to assist in promoting development,
especially in middle-income countries. It needs to be able to work with other donors to
assure coordination and burden-sharing that will optimize use of limited development
resources. And it needs to work more closely with government officials and other
decision-makers in recipient countries to assist in guiding them toward effective
development progress.

There is a crying staffing need at USAID, one that must be acted on in order to strengthen
its capacity and ensure it can effectively plan and implement a development and foreign
assistance program.” The study we arc carrying out for the American Academy of
Diplomacy will make the case for a requirements-driven expansion of USAID staff that

¢ See Carol Lancaster, George Bush’s Foreign Aid: Transformation or Chaos?, Washington, DC: Center
for Global Development, for an excellent discussion of the consequences for overall foreign assistance of
the PEPFAR program.

T1tis important, however, to put this argument for more staff in the context of the new realities of
development. U.S. bilateral development assistance, in fact, the development assistance of all of the
advanced countries in the world, is rapidly becoming a secondary player in the flow of resources to the
developing world. The Hudson Institute estimated that in 2003, U.S. official development assistance, as
measured by the OECD, was $16.3 b., while assistance from private sector organizations (non-profits,
religious organizations, foundations, universities) amounted to $22 b., remittances to more than $40 b., and
private capital flows to over $50 b. Carol Adelman, Jeremiah Norris, and Jean Weicher, “America’s Total
Economic Engagement With the Developing World: Rethinking the Uses and Nature of Foreign Aid,”
Washington, DC: Hudson Institute, June 28, 2005.
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could roughly double the size of its overseas direct-hire workforce over the next five
years.

Merely adding staff at USAID, however, will not be adequate to strengthen our foreign
assistance tools. The time is ripe to move quickly to address the diaspora of
organizations, putting USAID, and the State Department, front and center in planning,
budgeting, and coordinating the development and foreign assistance programs of the
federal government. I strongly recommend that these organizational and management
reforms happen quickly, within the framework of existing legislation. The goal should be
to bring greater coherence to U.S. development and foreign assistance activities, to
strengthen the organizations responsible for those activities, and to elevate development
and foreign assistance as elements of American statecraft.®

Organizationally, that means making USAID the central actor in development and
foreign assistance policy. If Congress is going to consider the reauthorization of the
Millennium Challenge Corporation this year, it might want to consider merging that
program into USAID, as a first step in consolidating our foreign assistance capabilities.

At the very least, as Congress examines the reauthorization of the Millennium Challenge
Corporation and the PEPFAR program, it should consider bringing both of these
programs into a larger foreign assistance agency - a reformed USAID.

The real challenge faces the next administration. The President needs to give high
priority in the first six months to ensuring there is organizational coherence and strong
leadership over foreign assistance programs. I strongly recommend that he instruct the
Secretary of State to name an experienced and knowledgeable official to the authorized
second Deputy Secretary of State position (which has never been filled). The
Undersecretary for Management at State should report to the Secretary through this
Deputy. The Office of the Director of Foreign Assistance would also report to this
Deputy, and would be responsible for operating the budget planning process at
State/USAID. This Deputy should be dual-hatted as USAID Administrator, and should be
responsible for overall budgeting and management of State/USAID, and in charge of the
coordination of budget planning for the foreign assistance agencies as a whole,

As a Deputy Secretary, s/he would be subject to Senate confirmation, accountable to the
Congress, and clearly in charge of both management and budgeting at State/USAID.
Forging a link between strategic planning, foreign assistance, and the management of
foreign policy operations has been needed for decades and is essential if State and
USAID are to be empowered to play a central role in our statecraft.

As Administrator of USAID, this official would be responsible for ensuring that foreign
assistance programs and development have a high priority throughout the State
Department. As Deputy, s’he would have a seat at the policy table at NSC; in any case,
as a matter of principle, the USAID administrator should be a regular member of the NSC

¥ 1t will be important to tackle the basic foreign assistance legislation — the Foreign Assistance Act of 1961,
as amended. A complete rewrite of that legislation, however, will take some time, while the institutional
changes proposed here need to happen swifily.
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Principals Committee. This step alone would greatly enhance the voice of development
and foreign assistance in the making of U.S. foreign policy.

Strategic Planning and Budgeting for Foreign Assistance

One of the most crucial elements in this proposed reform in the foreign assistance
architecture is the need to build on the changes now underway with respect to strategic
planning and budgeting at State/USAID. For decades, strategic planning and budgeting
has been a core weakness of our diplomacy and foreign assistance programs. By
contrast, strategic planning and budgeting has been a core strength of the Department of
Defense.” Aligning this capability more closely between the two departments is an
urgent necessity.

And it is important that this capability be developed in a coordinated way between State
and USAID. Ifthe U.S. is going to have a powerful, effective civilian foreign policy
toolkit, a more integrated strategic planning and budgeting capability is urgently needed,
one that meets the needs of development as a goal of U.S. international engagement,
while it also connects our foreign assistance to our foreign policy and national security
purposes. Our development and foreign assistance strategies and our relations with the
developing world need to be better coordinated, not set off against each other. And
development needs to have an important place, in a coordinated mechanism, as a key
objective of U.S. statecraft.

1 think it very important not to separate out “development” from “other foreign
assistance.” In the face of the challenges of the 21" century and given the evolution of
U.S. foreign assistance institutions and programs that has already taken place, thisis a
false choice. For some, "development" seems to have a narrow focus, meaning programs
that target "poverty reduction.” over the “long term.” But if an expanded definition of
"development" means programs that focus on the long-term improvement of economic,
social, and governmental conditions in recipient countries, a significant share of U.S.
foreign-assistance programs already meet the test. Promoting "development” in this
broad sense is clearly in our national interest and should be part of our national strategy
and closely coordinated with our overall diplomatic objectives.

Nor is it a question of “long term” (development) versus “short term” (diplomacy). Both
perspectives need to coexist with equal priority. Moreover, neither State nor USAID is
exclusively focused on one or the other. The interlocked nature of our foreign assistance
programs can be seen in the operations of State and USAID today. In FY 2007, for
example, roughly 22% of U.S. foreign assistance could be said to have development (in a
broad sense) as its primary goal. At the same time, 44% of U.S. foreign assistance could
be said to have a foreign policy or strategic purpose, connected to U.S. foreign policy
goals such as support for democracy in Eastern Europe and the former Soviet Union,
counter-narcotics, counter-terrorism, peacekeeping training, foreign military training and

? For a discussion of the differences between the defense culture and the diplomatic/foreign assistance
cultures in the U.S, see Gordon Adams, “The Politics of National Security Budgets,” Policy Analysis Brief,
The Stanley Foundation, February 2007
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education.'® In truth, both goals are part of our statecraft and the development goal ought
to be considered an integral part of our overall foreign assistance investment.

Today, as I have noted, we already see “mission creep” inside State, where diplomats are
increasingly planning, budgeting, and managing a growing portfolio of programs in the
areas that pose the greatest challenge to our foreign policy and our national goals:
counternarcotics (State programs began in the 1970s), anti-terrorism, democracy support,
peacekeeping operations training, assistance to the periphery of Russia and eastern
Europe. Many of these programs have both short and long-term dimensions, and are
implemented both by State and USAID, and other U.S government agencies. Rather than
make an artificial distinction between these programs and “development,” it makes sense
to recognize this reality, staff it properly, and coordinate its strategy and budgeting with
the full range of assistance programs.

Nor is USAID an agency exclusively focused on the “long term” issue of development.

In fact, USAID was born very much in the context of the Cold War, and the development
objective was repeatedly justified as part of U.S. containment strategy vis-a-vis the Soviet
Union. Today, a larger part of the USAID portfolio comes from non-USAID funding
which it implements with both short and long-term objectives in mind, as part of broader
U.S. foreign policy. And today, USAID finds itself deeply engaged in programs to
strengthen governance, and contribute to post-conflict reconstruction and stabilization, a
very “short-term” objective indeed.!

Rather than an abstract debate over a theoretical separation, I think it is important to
recognize that U.S. foreign assistance programs fulfill multiple, important goals, and are
on a timing continuum, some paying off in the short term and some in the longer term.
Both are valuable; both need to be coordinated as part of a strategy. Having watched
State and USAID struggle with the issue of strategic planning and budgeting for 15 years,
1 welcomed the creation of the Office of the Director of Foreign Assistance as an
important first step toward such a capability. While flawed in execution, the work of this
Office, discussed earlier today by Richard Greene, provides valuable knowledge and the
beginnings of a process that should not be lightly discarded.

In its first round, it was very top down, inadequately incorporating the views and
recommendations of embassies and field missions. It was not sufficiently transparent to
the Congress or interested parties outside the government. The “framework” with which
the F organization worked was more mechanical and less supple than it needed to be,

' The remainder is the substantial commitment we have made to the Millennium Challenge Corporation
and the President’s Emergency Program for Debt Relief.

' In fact, arguably, given its potential capabilities and the growing involvement and experience of the
USAID offices of Transition Initiatives, Foreign Disaster Assistance, Conflict Management and Mitigation,
and Military Affairs, USAID is increasingly integrated into near-term policies and activities of the U.S.
government. The Office of Military Affairs explicitly addresses “areas of common interests between
defense and development, with a focus on improving civilian-military field readiness, programs and
coordination. Program areas of common interest include, but may not be limited to humanitarian assistance,
the global war on terrorism, strategic communications, conflict prevention and mitigation,
counterinsurgency, post-conflict reconstruction and stabilization, and transformational development.”
USAID, ADS Chapter 101, Agency Programs and Functions, 10/17/2007 Revision, p.95
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though it had the merit of laying out clear, discrete strategic objectives. It did not have
adequate reach to the broader range of foreign assistance programs, especially at MCC,
PEPFAR, and Treasury, nor into the broader range of foreign assistance provided through
domestic agencies. And it did not succeed in meeting the goal of longer-term planning,
badly needed in our foreign assistance and diplomatic agencies, though greater efforts in
that direction are being made today.12

That said, the work of the Office of the Director of Foreign Assistance represents the first
even semi-institutionalized effort I have ever seen at State/USAID to apply strategic
planning to a substantial part of the U.S. foreign assistance portfolio. This is a worthy
objective.”® All of these weaknesses are fixable; none of them are fatal. Already in its
second year there have been improvements in transparency, less rigidity in the
framework, and substantially greater involvement of the field. Eliminating this office and
its process and going backwards or artificially pulling foreign assistance programs apart
would, in my view, be a mistake. It would waste valuable months, even years of time
before an effective alternative emerged, if ever. The experience of the Department of
Homeland Security should provide some caution here.

I would urge that this model be built on, as an integral part of the transformation of both
State and USAID. It needs to make fewer data calls to embassies and missions overseas,
and give greater attention to the input of country teams. It needs to focus more on the
long-term than it has to date. It needs to continue to build more transparent relationships
with the Congress, and the foreign assistance and development communities. And, I
would recommend, it needs to give regional bureaus and offices at State and USAID a
greater role in preparing budget proposals and vetting budget submissions from the
country teams. State and USAID regional offices both need stronger strategic planning
and budgeting capabilities than they have today.“t And if they are not to be merged, they
at least need tight coordination

In essence, rather than an elaborate reconstruction of U.S. foreign assistance
organizations, I propose building on the trends amply underway in the structures,
processes, staffing, and operations of both the State Department and USAID to create a
better coordinated, more powerful civilian capacity than way we have today. A capacity
that can more effectively balance the military capabilities and assume greater
responsibility for tasks being carried out by the military in increasing amounts.

Coordinating the Activities of Other Federal Agencies
The planning and budgeting authorities of the Secretary of State should extend beyond
the focus on programs of State and USAID to incorporate a focus on the entire portfolio

2 For an interesting discussion of these weaknesses, see Gerald F. Hyman, “Assessing Secretary of State
Rice’s Reform of U.S. Foreign Assistance,” Carnegie Paper No.90, Carnegie Endowment for International
Peace, February 2008.

'3 For an expansion of these views, see Gordon Adams, “Don’t Reinvent the Foreign Assistance Wheel,”
Foreign Service Journal, March 2008, pp.46-50 and Gordon Adams, “Getting U.S. Foreign Assistance
Right,” Bulletin of the Atomic Scientists, May 2, 2008.

" The experience of INL and the BEUR/ACE Bureaus at State, both of which have strong strategic planning
and budgeting capabilities, is valuable in this regard.
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of foreign assistance activities. In the case of those programs in Function 150, the State
Department’s strategic planning and budgeting process described above, should include
regular hearings with the Secretary of State and the dual-hatted Deputy Secretary
examining the proposed foreign assistance plans and budgets of all other Function 150
agencies.

Much greater attention also needs to be given to the broader diaspora of foreign
assistance programs in domestic agencies, including Homeland Security, Justice/FBI,
Health and Human Services/Centers for Disease Control, Labor, Education, the
Environmental Protection Agency, and other departments and agencies. Given the
sensitivities of having one Cabinet secretary coordinate planning for other departments, it
may make sense to create a Senior Directorate for Foreign Assistance at the NSC, and a
working group at NSC co-chaired by that Senior Director, OMB, and the Deputy
Secretary of State/USAID Administrator. That working group could be the setting for a
regular examination of foreign assistance programs across the government and greater
coordination of strategic and program planning.

Restoring the Authorities of the Secretary of State

There is one other important issue I want to raise, as part of the effort to strengthen the
civilian toolkit, and that is the growing involvement of the Department of Defense in the
direct delivery of foreign and security assistance, under its own statutory authorities.
Ironically, when the Department of Defense was created in 1948, one of the motivations
was to ensure a strong role at the national security policy table for national defense,
which tended to shrink away in peacetime, deferring to the powerful Department of State.
One of the most striking trends during the past two decades, however, has been the
growing role of the Defense Department in the diplomatic arena and as a provider of
foreign and security assistance to friendly and allied nations.

‘While DOD and the military have traditionally been the implementers of such programs
as Foreign Military Financing (FMF) and International Military Education and Training
(IMET), policy-making for these programs, the selection of countries, and the funding for
these programs has been done under the authority of the Secretary of State inside the
State Department, in consultation with the Defense Department. By the end of the 1990s,
however, DOD already managed a number of security assistance programs of its owm,
accounting for well over $1 billion annually.

Since the attacks on September 11, 2001, a larger assistance portfolio has emerged that is
directly planned, budgeted, overseen, and implemented by the Defense Department,
though many of these programs parallel existing authorities and programs at the
Department of State. These new programs include:

o Iraq and Afghanistan Train and Equip — a major security force training and
equipping program for these two countries, funded through DOD.

o Section 1206 of the National Defense Authorization Act - a global train-and-
equip program designed to build the capacity of foreign militaries.

o Coalition Support Funds — reimbursements to countries supporting U.S. efforts in
Irag and Afghanistan.

12
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s Defense Combating Terrorism Fellowship Program — a counter-terrorism
education and training program for foreign militaries and defense officials.

o Commander’s Emergency Response Program (CERP) — funds used by military
commanders in Iraq and Afghanistan for reconstruction and stabilization.

» Train and equip the Pakistan Frontier Corps — a Pakistani paramilitary force
operating in the tribal areas along the border with Afghanistan.

o Section 1207 (now Section 1210) — DOD authority to transfer up to $100 million
annually to the State Department for stabilization and reconstruction activities.

Over the past seven budget years, more Congress has appropriated over $47 b. for these
new security and foreign assistance programs, nearly $35 b. of that for the Iragi and
Afghani T&E program, alone (See Table). At the same time, State has been appropriated
$41.4 b. for its traditional security assistance portfolio.”” There is no doubt that DoD has
been playing an increasingly significant role in the planning, funding and execution of
our foreign assistance programs,

Table I
New DoD Security Cooperation and Foreign Assistance Programs
FY 2002-FY 2009 | FY 2009 Pending Parallel
Name DoD Total ($ in Request (§ in Traditional SA
millions)* millions) Programs
Train and Equip (T&E) Funds for $34,749 $2,666 FMF, IMET, PKO
Afghan and Iragi Forces
Section 1206 Authority: Global Train $500 $750 FMF, IMET, PKO
and Equip
Commander’s Emergency Response $4,940 $1,700 | USAID-OTVOFDA
Program (CERP) and State MRA
Coalition Support Funds $7,395 $700 ESF
reimbursements to coalition partners)
Combating Terrorism Fellowship $979 $35 IMET
Program (CTFP)

* Data includes FY09 Bridge Fund Appropriation (H.R. 2642).

In addition, the DOD has received, or is seeking, expanded authority to some of its

existing portfolio of assistance programs, such as the Combatant Commander’s Initiative
Fund and its humanitarian assistance program (OHDACA) to cover stabilization and
reconstruction assistance. The DOD has argued that it needs these authorities because the
State Department and USAID are inadequately funded, and the traditional programs are
insufficiently flexible to respond to evolving security threats in this century.

This trend has major consequences, however. DOD’s expanded policy responsibility for
security assistance programs contributes to the atrophy of the civilian agencies” ability to
plan and conduct foreign policy and foreign assistance and could lead to assistance
decisions that conflict with broader U.S. strategic and foreign policy interests,'®

'* This total includes funding for Foreign Military Financing (FMF), the International Military Education
and Training (IMET) program, and Peacekeeping Operations (PKO) accounts. In addition, State received
$10.7 b. for counter-narcotics (INL and ACI) and anti-terrorism (ATA) funding over the same time period.
16 A recent paper published by the National Defense University’s Institute for National Strategic Studies
concluded: “The systematic underfunding of State and USAID is the single greatest impediment to the
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Moreover, these expanded missions are not at the core of military competence, stress the
forces, and could detract from the readiness to perform missions that are more central to
military capabilities. Many of DOD’s assistance programs, particularly reconstruction
assistance, risk creating capabilities in the recipient countries which are not sustainable,
once forces are withdrawn. Finally, it is important for the U.S. to ensure that our non-
military international presence and engagement is carried out primarily by civilians, not
by the military.

I recommend rebalancing these authorities, as part of the effort to strengthen the civilian
toolkit. The basic principles are:

First, the Secretary of State has and should continue to have the authority to ensure that
security assistance is carried in the framework of overall U.S. foreign policy, including
authority over the new programs created at DOD. That includes setting the overall
policy, approving the countries which receive assistance and the budget numbers in the
requests for such assistance. The Secretary of Defense and the Chairman of the Joint
Chiefs of Staff have an important role in making recommendations to the Secretary of
State on these issues and the Defense Department also has the critical responsibility of
implementing these programs.

This means transferring authority and funding for train and equip (1206) and coalition
support reimbursements to the Department of State, with DOD and the military
continuing to act as implementer of the training program, as exists today with FMF and
peacekeeping training. State would be responsible for policy direction, country choice,
and budget levels. It means creating a stronger, well-funded capability at State/USAID to
carry out reconstruction operations in areas where security is reasonably assured, based
either on the S/CRS or the Office of Transition Assistance capabilities.

Second, in areas where US military forces are engaged in on-going, significant levels of
combat operations the Secretary of Defense should have the authority and funding, for
the duration of the period of combat, to fund combat-related stabilization and
reconstruction assistance. DOD should also have the authority to engage in clearly-
defined and purely short-term emergency reconstruction assistance, in consultation with
the Country Team and the Secretary of State.

Third, Congress should not make Section 1206 or the CERP program permanent law,
funded through defense. Where funding authorities are to be shifted to State, the current
execution of these programs can continue to be carried out by DOD under the current
temporary authorities. This will allow time to strengthen the capabilities of State and
USAID to oversee, set policy, and budget for the security assistance programs and to
build the capability for reconstruction assistance.

effective planning and execution of developmental assistance, reconstruction, and stabilization. State
cannot be equipped only with good ideas while Defense has all the money and most of the deployable
assets. This is a prescription for an unbalanced national security policy, one in which State will not be a
mature player or will have to savage its worldwide diplomacy to keep up with operations in conflict areas.”
Joseph J. Collins, “Choosing War: The Decision to Invade Iraq and Its Aftermath,” Occasional Paper No.5,
NDU/INSS, April 2008.
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Conclusion

I have offered a broad range of proposals and suggestions for reform. They are not cast
in stone, but it is vitally important that the Congress and the next administration be
thinking now about how to transform the national security planning system and rebalance
the toolkit of statecraft. No structures or policy processes are perfect, nor can they
guarantee good leadership or 100% successful decisions. But our toolkit is increasingly
out of balance today. The civilian institutions urgently need empowerment, reform,
funding, and coordination. And the interagency process in place today does not serve the
nation well. A strengthened civilian toolkit and a more institutionalized process will
provide the next administration with the opportunity to carry out a more balanced and
integrated approach to the broad agenda of security problems we face.
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Senate Committee on Government Oversight and Department of Homeland Security
Subcommittee on Oversight of Government Management, the Federal Workforce,
and the District of Columbia

Hearing entitled:
A Reliance on Smart Power - Reforming the Foreign Assistance Bureaucracy

Remarks of:
Anne C. Richard
Vice President Government Relations & Advocacy
International Rescue Committee

Thank you for holding this hearing on Reforming the Foreign Assistance Bureaucracy. Your interest in
this issue is well-timed. There is a consensus emerging that change is needed and the time is ripe for
change. Many analysts agree that foreign aid is a useful tool in pursuit of US national interests overseas
and that the United States needs to be more effective in running programs to help people of other
countries. Moreover, there is a growing recognition that the United States needs to find a better
balance between military and civilian tools of international engagement, and there is also a need for a
longer-term strategic vision for US foreign aid programs.

This afternoon | would like to outline three major weak points in the foreign assistance bureaucracy —
leadership, people, and coordination — and propose steps that could help address these weak points and
strengthen the US foreign aid program.

My remarks are informed by my position as the Vice President of the International Rescue Committee,
an internationally recognized relief and development agency operating in 42 countries to aid people and
communities affected by war, civil conflict or oppression. In the United States, the IRC’s national
resettiement network annually helps thousands of newly arrived refugees rebuild their lives in this
country. My past experiences as a senior official at the State Department and Peace Corps
headquarters, and an earlier stint as an examiner at the US Office of Management & Budget have also
influenced my thinking. ! also should mention that | am the co-author of a forthcoming paper from the
Stanley Foundation and Center for New American Security that describes how the next Administration
might improve US foreign operations. | wrote this with Paul Clayman, a former State Department
colleague who served as Counsel (and, later, minority counsel) for Senator Lugar and the Senate Foreign
Relations Committee. Some of the ideas [ will discuss in my testimony are developed in this paper, a
draft of which has been shared with subcommittee staff.

1) STRONGER DEVELOPMENT MANAGEMENT, DEVELOPMENT POLICY, DEVELOPMENT LEADERSHIP
There is a need for stronger leadership of development assistance, which is a key part of overall US
foreign assistance. Within the community of think tanks and aid agencies that care about development,

a movement has been building that supports a strengthened USAID.

The Bush Administration increased overall foreign aid but opted out of using USAID for major new
initiatives and instead developed “work arounds” — creating the Millennium Challenge Corporation as a
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separate new Federal agency and funneling HIV/AIDS funding through an AIDS Czar located in the State
Department. A logical move would be to fold these initiatives into USAID and thus bring most of the
major aid projects under one roof and, ideally, reporting to one strong leader within the Administration.

The Administrator of USAID is an important job that needs to be filled by someone who can speak with
authority. The Administrator has to be at the conference tables in the White House when discussions
about US engagement in foreign countries are taking place. This person should have sufficient stature
that colleagues within the Administration actively seek his or her advice and involvement in relevant
issues. In internationa! meetings and summits, the AID administrator should be empowered to meet
with development ministers from other governments as a peer. Put simply, the Administrator must be
the point person for relief and development in the Administration.

Post-conflict transition to development — also called reconstruction & stabilization — is very much on the
minds of many organizations working in the field in places that are trying to recover from war and
conflict, whether these organizations are aid agencies like the International Rescue Committee, private
contractors hired by the US government, UN agencies or American or foreign military troops. Many in
the Bush Administration are focused on fraq and Afghanistan, but my organization also has experience
with this transition in places as diverse as Liberia, the Democratic Republic of Congo, and Nepal.

The State Department recognized that a gap existed in how the US tries to prevent crises and then
respond to them. The Department created an office of the Coordinator for Reconstruction and
Stabilization {S/CRS) that has sought to coordinate across civilian agencies. The Core Mission of S/CRS is
to lead, coordinate and institutionalize U.S. Government civilian capacity to prevent or prepare for post-
conflict situations, and to help stabilize and reconstruct societies in transition from conflict or civil strife,
so they can reach a sustainable path toward peace, democracy and a market economy. This new office
has suffered from a lack of resources and support. 1t has had to rely on borrowed personnel and it
ended up dependent on Defense Department funding under special authorities in the Defense
Authorization Act. This is a prime example of the resource imbalance between the Defense Budget and
the international Affairs Budget.

At the same time as today’s hearing, the Senate Foreign Relations Committee is holding a hearing on the
militarization of foreign aid and the President of the IRC, George Rupp, is testifying. In his testimony, he
sketches out the appropriate role of the US military in humanitarian assistance, but also argues that
civilian humanitarian agencies are positioned to respond more effectively and efficiently than the
military where we are present, operational, and knowledgeable about the populations in distress. Even
Secretary of Defense Gates recently acknowledged the resource imbalance and calls for proper funding
of civilian agencies. He noted that military operations should sometimes be subordinate to “measures
to promote participation in government, economic programs to spur development, and efforts to
address the grievances that often lie at the heart of insurgencies....”

The experience of the International Rescue Committee has been that civilian aid experts can work very
effectively with local communities. We can deploy skilled colleagues — often citizens of the countries in
which we work — who understand local cultures and customs, speak local languages, and need less
security than an American would. We are particularly proud of programs like the National Solidarity
Program in Afghanistan that help organize communities to decide for themselves how to invest small
amounts of aid monies in order to have a big impact on life in their villages. Some communities opt for
small infrastructure projects like bridges to help get crops to market. Others seek tailoring classes to
give jobs to widows. Some communities build schools. This kind of cost-effective program also builds
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decision-makers and leaders at the same time. It has the potential to have a long-term impact on
building active, strong and stable communities in countries recovering from war, and thus contributes to
US national security. [ am happy to report that members of the House Armed Services Committee have
invited aid agencies like the IRC to brief them — both in Washington and on visits overseas — to learn
more about these types of programs and the constructive roles civilians can undertake.

All of these various trends seemed to have boiled down lately to a disagreement among experts about
the best place to lead US development aid efforts. Some would say leadership should be at the top of
the State Department, or with a new cabinet-level development department (as interaction and some
others suggest), or through a coordinator based in or around the White House.

Paul Clayman and | developed what we call the “hybrid model”, which we think combines the best of all
these ideas: a new directorate for foreign operations at the NSC with staff who are knowledgeable and
available to obtain input from key actors and help resolve disputes as they arise; a State Department
that can coordinate and influence the overall direction of the full range of aid programs (which is more
than just development aid} to address the President’s foreign policy needs; and a strong development
agency —a revamped and empowered USAID ~ that includes all or most major development programs.
importantly, the hybrid modei could be readily implemented within a short period of time by a new
Administration.

A new NSC directorate would provide significantly greater visibility, accountability and coordination for
the President with respect to foreign assistance. It would seek to ensure that all foreign assistance
programs {across the entire US government) and the operations of the international affairs agencies
were represented in White House deliberations. This directorate would heighten the profile of the
work of these agencies, help make their views known at the White House and play a key role in
reconciling major disagreements.

The NSC director for foreign operations would have the following to-do list:

»  Working closely with the Office of Management and Budget, help to examine and identify
steps to fix the resource imbalance between the defense and international affairs budgets.

* Conduct a review to determine what authorities are needed to fold significant development
programs fike MCC and PEPFAR into USAID. Develop recommendations about which State
Department foreign assistance programs to place within USAID’s area of responsibility, and
whether to expand its role in a number of global areas, including relief, disease prevention
and democracy promotion.

+ Examine the balance between multilateral aid mechanisms as well as bilateral assistance.

e Examine ways in which the Administration could help launch a serious campaign to expand
the Peace Corps.

The State Department would continue to play an important role, through the F bureau, in coordinating
aid across various organizations. The next Secretary of State will want to fully use and expand the
capabilities of this office in order to get a sense of how all the pieces of foreign aid — relief,
development, economic and political support, counter-narcotics, military assistance and programs to
track loose nukes, dig up landmines and combat environmental threats ~ fit together. State’s regional
bureaus also could play a much stronger role in ensuring that aid programs are structured and then
justified to Congress in a way that makes sense. In fact, | would appoint senior assistance coordinators
for each region of the world, modeled on the post-Cold War aid programs for Central and Eastern
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Europe and the former Soviet Union. These officials could come from the ranks of USAID staff to ensure
they understand how aid programs are designed, managed and implemented.

As mentioned before, USAID needs to be empowered to really lead the US government on relief and
development. But it should not do this in isolation. USAID will have to cooperate in a constructive way
with other agencies. It will need to share information about its plans and budgets in a timely way for
review by the NSC directorate and the State Department, and build a reputation for excellence in
Washington — not just in the field. 1t should also cooperate closely with other major donor
governments.

In addition, we propose that senior officials who play roles in guiding or operating US foreign assistance
programs— such as the Secretaries of State and Treasury and the Administrator of USAID ~ meet from
time to time as a board to examine US aid programs and trends. This idea is based on the board
meetings of the Millennium Challenge Corporation. Regular meetings would help inform senior
Administration officials about the overall foreign aid picture and they could then speak up in support of
these programs.

2} NEED FOR MORE PEOPLE/TRAINING/SKILLS

There is a need for more people, in both State and USAID, to carry out the important work of these
agencies,

The Bush Administration has twice sought increases in staffing for these Departments. At the beginning
of his tenure, Secretary Powell was successful in securing approval to hire more Foreign Service officers.
Unfortunately, much of this increase has ended up staffing the big increases in personnel deployed to
the Embassy in Baghdad. In the FY 2009 budget, Secretary Rice has sought an increase of roughly 1,100
in the Foreign Service at State and 300 in USAID.

Speaking as someone who has been lobbying for more support for the international affairs agencies
since 1990, | hope you will support these more recent proposals for critically needed personnel to carry
out U.S. foreign policy. And ! am in good company: three dozen foreign affairs experts and 52 former
Generals and Admirals have endorsed the impact ‘08 platform of the Center for US Global Engagement
that recommends more diplomats and development experts. The American Academy of Diplomacy’s
study on “Foreign Affairs Budget of the Future” that Gordon Adams spearheads at the Henry L. Stimson
Center will also prescribe remedies to the personnel gap.

But it will be important for the Department and USAID to explain the impact new personnel will have;
how they will make a difference; and what tasks they will undertake.

Not just more people are needed, but more training, too. The international affairs agencies need
trained and skilled personnel to match modern demands ~ this includes the ability to speak hard
languages, appreciation for the use of technology, and a good understanding of program management.
In terms of skills, there is a clear need for personnel who can respond rapidly to crises and can play
useful roles in post-conflict situations. This necessarily means that the traditional skills sought to staff
the Foreign Service must be expanded to include individuals with “hands-on” experience at
implementing programs. Finally, both State and USAID need contingency funds to head off and respond
to crises. | know proposals for contingency funds almost never survive the budget process. But | would
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propose modeling a disaster contingency fund on the highly successful Emergency Refugee and
Migration Account that the State Department successfully manages for refugee crises.

Secretary Rice is creating reserve capabilities — but we must be vigilant in ensuring that these individuals
have the right skills or receive the necessary training. USAID is looking at ways to use regional hubs to
ensure that new staff is partnered with more experienced staff so that they are mentored, rather than
dropped into a far-flung location without much support.

My recommendation, therefore, is that this subcommittee speaks out in support of greater investment
in the international affairs budget and the personne! of these agencies, but that you also seek good
answers to the questions of what the new hires will be doing and how the workforce will be used to
tackle global threats and the full range of demands. And that you work with colleagues who appropriate
funds to these departments to see to it that new hires are given or have the training and tools they need
to thrive in the challenging places they will work.

3) COMPLEXITY REQUIRES COORDINATION

The subcommittee had asked for an assessment of the effectiveness of the “F” bureau. While
recognizing that the creation of the F bureau created tensions in the foreign assistance community—in
the executive branch, with Congress and with the non-profit and private sector—there is nonetheless a
need for a strong central coordinating mechanism to ensure that the President’s foreign policy
objectives are supported and achieved. Joint planning, consultations on agency budgets, and efforts to
pull data on foreign aid together into a single, useful and accountable system are needed and should
continue.

Many of those who criticize the current way the US government organizes foreign aid complain about
the large number of agencies that run aid programs and the long list of budget accounts that fund aid.
Some government officials and outside analysts see the large number of objectives as well as the long
list of international affairs budget accounts as evidence of confusion and poor coordination. A fresh
approach would probably consolidate this large number of government actors into a smaller number of
decision-makers that work more closely together.

But there will always be multiple actors because of the complexity of US interests overseas. A coherent
strategy does not necessarily mean that US national security priorities, goais and objectives can be easily
described or condensed into a simple catchphrase. US national interests are broad and varied; the
United States has relations with, and Americans have interests in, nearly every country on the globe. US
government engagement with the rest of the world should be expected to be multi-faceted and
complex. It is very important to have priorities, and a new Administration must estabilish these, but
narrowing the list to too few objectives may result in neglect of key foreign policy objectives that serve
the national interest and are important to American society.

What is true is that the many US foreign aid actors, organizations and budget accounts make the entire
enterprise —goals, strategies, budgets and staffing patterns — harder to explain to senior officials, the
media and the public and to justify to you, the Congress. Government leaders should do a better job
communicating the importance of this work.

There is a need to coordinate across various US government agencies in order to align US foreign aid
programs with foreign policy goals, avoid duplication and ensure a smart approach. The NSC, State
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Department and USAID all have roles to play in reinforcing coordination. The paper Paul Clayman and |
wrote on the “hybrid model” also proposes ways to do this — creating a NSC directorate for foreign
operations, salvaging the useful parts of the F process, and having senior leaders meet regularly as a
board to discuss foreign aid and then champion it with the Congress and the public.

CONCLUSION

A consensus like the present one is rare. While a broad consensus exists among key actors, this
consensus is also shallow and thus will be hard to maintain once concrete changes are proposed and
decisions are made and implemented. Nonetheless, it would be a shame to squander this best chance
in quite some time to reinvigorate, modernize and improve the US foreign assistance bureaucracy. This
is why | am very pleased that this subcommittee has chosen to examine these issues and is holding this
hearing today. Thank you very much for your interest and thank you in advance for your questions.

END
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introduction

Chairman Akaka, Ranking Member Voinovich, and other members of the subcommittee,
| welcome the opportunity to testify today on a topic of major interest to U.S.-based
nonprofit nongovernmental organizations (NGOs). | also want to thank you and the
members of the subcommittee for your interest in the U.S. foreign assistance
bureaucracy and in possible ways to make it more effective.

InterAction is the largest coalition of U.S.-based international refief and development
nongovernmental organizations. With more than 165 members operating in every
developing country in the world, we work to overcome poverty, exclusion and suffering
by advancing basic dignity for all. Our members include service delivery and advocacy
organizations, focusing on health, hunger, economic development, the environment,
refugee crises, and humanitarian emergencies.

In addition fo my role as President and CEO of InterAction, | am also a member of the
Modernizing Foreign Assistance Network (MFAN), a bipartisan group of experts from
think tanks, universities, and NGOs who have come to a consensus on several key
recommendations for improving and elevating our country’s foreign assistance
programs. | will go into more detail on those recommendations later in my testimony, but
right now | want to focus my comments on four key areas: the mission of U.S. foreign
assistance; the U.S. Government’s capacity to be an effective partner in development;
protecting the “humanitarian and development space,” within which InterAction’s
member organizations work; and the need to elevate international development as a
component of U.S. foreign policy — namely by creating a Cabinet-level Department for
Global and Human Development.
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The Mission of U.S. Foreign Assistance

Foreign assistance plays a critical role in advancing U.S. national interests overseas. It
represents our humanitarian values, and puts the best face of America forward to the
world. By demonstrating our commitment to these values, we advance our own
economic and national security interests. By promoting economic growth in the
developing world, we help people thrive and open new doors to partnership with
American businesses and consumers. By restoring respect for the United States as a
force for positive change in the world, working to prevent and resolve conflicts, investing
in demacratic institutions and civil society, promoting community development, and
responding to humanitarian emergencies, we create a safer and more stable world,
which is clearly in our national interest.

At the heart of America’s broader foreign assistance portfolio lies poverty-focused
development assistance, which is America’s most important tool for reaching the
poorest and most vuinerable people in the world. InterAction believes that the chief
goal of U.S. development assistance should be to reduce poverty and help
countries and people achieve their full potential, which reflects the American
values of humanitarianism and equal opportunity for all. This effort extends beyond
the much-needed task of addressing the basic needs of the poor, such as access to
food, water and sanitation, and health care. It involves protecting the most vulnerable
from shocks, cycles, and trends that threaten their survival, equipping the poor with the
capacity and tools to advocate on their own behalf, enabling them to be stakeholders in
the systems and structures that govern their access to resources, and improving their
ability to participate in their own livelihoods. These steps are critical to helping the poor
to lift themselves out of poverty.

Poverty reduction and sustainable development must be cornerstones of U.S. foreign
assistance, and therefore top priorities of U.S. foreign policy on the whole. The problem
today is that too few development dollars are spread over too many federal agencies,
leading to a watered down and incoherent jumble of programs. U.S. foreign assistance
is fragmented across fwenty-six depariments and agencies in our government, and our
aid programs are often poorly coordinated at best or, at worst, working at cross
purposes.’ This fragmentation has been exacerbated by recent initiatives like PEPFAR
and the Millennium Challenge Corporation (MCC) that were designed to work around,
rather than with, existing development capabilities at the U.S. Agency for International
Development (USAID), the lead U.S. development agency.

The State Department’s recent efforts to unify all its foreign assistance programs with
USAID's under a single strategic framework (the “F process”) was an attempt to
decrease fragmentation, but the fact that it didn’t include either PEPFAR or MCC
hampered its success from the start. In fact, the Congressional Research Service
reports that the Office of the Director of Foreign Assistance (the F Bureau), the bureau
in the State Department that managed the “F process” and serves as the coordinating
body for all State and USAID assistance, only manages about 55% of the U.S. foreign
assistance budget.? Therefore, there is no single overarching framework that articulates
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the mission and objectives for the entire set of U.S. foreign assistance programs, much
less one that puts long-term development at its center — where it belongs.

This fack of coherence leads to confusion and inefficiency here in Washington and in
the field. Host governments and indigenous civil society in the developing world are
unable to relate their priorities to so many points of contact at U.S. embassies, and the
result is that development programs are not responsive to the needs of the very people
they are intended to serve. El Salvador, for instance, has at least eleven agencies
delivering foreign assistance and, as our member organization Oxfam America found in
its research in that country, U.S. government development staff find that “it's difficult to
keep everyone happy,’ when each agency focuses on the challenges of development
through a different lens.” Unfortunately, EI Salvador is not an isolated case, and this
same lamentation can be heard echoing throughout the developing world.

For this reason, InterAction and its members, as well as the experts that comprise the
Modernizing Foreign Assistance Network, believe that the United States should adopt a
National Development Strategy, similar to the high-level strategic documents produced
by the Department of Defense (DOD) or the National Security Council (NSC), which
should be implemented by a Cabinet-level Department for Global and Human
Development.

In his recent paper, “Modemizing Foreign Assistance for the 21% Century: An Agenda
for the Next U.S. President,” Steve Radelet argues that such a development strategy
should “lay out broad guidelines for assistance programs in different kinds of recipient
countries; failed, failing, and fragile states; and middle-income countries with much less
need for development assistance. It should describe how foreign assistance programs
will be coordinated and integrated with other policy tools for working with low-income
countries (e.g., trade, immigration, investment, etc.), and should summarize the
budgetary requirements necessary to achieve those goals. It should lay out how our
bilateral assistance programs can work with important multilateral initiatives at the World
Bank, African Development Bank, Global Fund, and other key multilateral organizations.
Developing this strategy should not be a one-time process: each administration should
be expected to renew and revise the strategy as a Quadrennial Global Development
Review, much like DOD’s Quadrennial Defense Review Report."4

Furthermore, the National Development Strategy must clearly articulate the mission of
development assistance outlined above — to reduce poverty and help countries and
people achieve their full potential, which reflects the American values of
humanitarianism and equal opportunity for all. It should also adhere to InterAction’s
principles for effective foreign assistance reform, which include:

» Poverty reduction must be a primary objective of U.S. foreign assistance;

» Achieving the long-term objectives of global prosperity and freedom depends upon
sustainable development as a long-term process, which should not be sidetracked
for any short-term political agenda;
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« Cohesion and coherence, in place of current fragmentation, are necessary to
achieve the effective use of foreign assistance resources;

« Building local capacity promotes country ownership and leads to self-sufficiency;
Humanitarian assistance programs should continue to be a core part of foreign aid
and be guided by the principle of impartiality;

« U.S. foreign assistance programs should be under civilian control and run by
development professionals.

Finally, and just as importantly, the National Development Strategy must recognize the
role of women in reducing poverty and expanding economic growth. It should commit
the United States to advancingswomen’s empowerment and gender equality, especially
in the area of basic education.” This is not only because women comprise half of the
population and the majority of the world’s poor, but also because more than 40 years of
international development experience have shown that investments in women lead to
substantially higher payoffs for reducing poverty and growing economies. For example,
the World Bank has found that during india’s economic transformation over the last 15
years, states with the highest percentage of women in the labor force grew the fastest
and had the largest reductions in poverty.®

The U.S. Government’s Capacity to be an Effective Partner in Development

Because of the fragmentation described above, and because of staffing and funding
consfraints at USAID, the capacity of the U.S. Government to be a good partner with
civil society in development has declined considerably from where it was twenty years
ago. It was not that long ago that the U.S. NGO community received about 50% of its
funding from grants and cooperative agreements with the U.S. Government. Now,
InterAction members receive more than $6 billion annually in the form of private
donations from the American public, twice as much as they receive from the U.S.
Government. This shift in resource flows has occurred at the same time as a significant
decline in staffing levels at USAID.” The decline in staff, in turn, means that the agency
has less capacity to effectively manage small and medium-sized grants and has been
forced turn to larger and larger “umbrella contracts” or Indefinite Quantity Contracts
(IQCs) as foreign assistance implementing mechanisms. As USAID Deputy
Administrator Jim Kunder noted at an Advisory Council on Voluntary Foreign Assistance
(ACVFA) meeting last year, “Federal guidelines indicate that the average [U.S.
Government] contracting officer should manage around $10 million in contracts per
year; in USAID each contracting officer oversees an average of $57 million in contracts.
At some point, the system’s management and oversight capabilities are simply
overstressed.”

What we are left with is a situation in which the NGO community is looking to work in
partnership with USAID, while USAID is looking for organizations to exert control over
through the use of rigid contracting mechanisms. The result is that our government is
becoming less and less relevant to the community of nongovernmental organizations
that actually implement development programs overseas. Furthermore, USAID’s
operating expense and human capital constraints compromise its ability to coordinate
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effectively with other bilateral and multilateral donors, as well as its capacity to do
meaningful monitoring and evaluation work. Shortcomings in these areas mean that
United States is not leveraging its development spending as effectively as it could, nor
is it effectively capturing lessons learned about what works and what does not.

Moreover, USAID's recent efforts to impose a sweeping new terrorist screening program
on grantees further strains its relationship with the development community. The so-
called "partner vetting system" (PVS) was developed with little consultation with NGOs
or appreciation for the impact on implementing partners around the world. Under the
proposed PVS system, grantees would be put in the untenable position of collecting and
sharing the personal privacy information of thousands of implementing partners with
USAID, and potentially, U.S. intelligence agencies. The system inexplicably does not
apply to contractors or to State or Defense Department implementing partners, nor does
it take into account actual threat levels in particular countries, that it will likely place the
lives of American humanitarian workers in jeopardy, and that the collection of such
information may actually undercut U.S. foreign policy objectives. The system also fails
to account for the fact that grantees are aiready required to conduct rigorous screening
of grant recipients. Rushing ahead with such a system will only serve to undermine an
already fragile and frayed relationship with the development community, and puts
further strain on USAID's management and oversight functions, while not uftimately
serving our shared interests in seeing that U.S. taxpayer dollars are well protected from
diversion to terrorist organizations. To its credit, USAID has begun to reach out to the
community of implementing partners to find an agreeable way forward, and that
dialogue should be supported and continued.

Given that USAID is our government’s lead development agency, and that the
fragmentation of our foreign assistance over the last two administrations is due to a lack
of confidence in the agency by both Congress and the executive branch, it seems that
the logical place to start re-capacitating our government’s development capability is by
reinvigorating and empowering USAID. | commend current USAID Administrator and
Director of Foreign Assistance Henrietta Fore, and Deputy Director Rich Greene, for
their leadership in addressing many of these concerns. Their commitment to increasing
funding for training, along with the new Development Leadership Initiative (DLI), for
instance, will rectify some of the human capital problems that have plagued the agency
over the last fifteen years.

| have several concrete recommendations that | believe will improve the effectiveness of
USAID, which accounts for a significant share of the U.S. foreign assistance
bureaucracy. Many of these proposals could also be applied when designing a Cabinet-
level development agency:

« Eliminate the operating expense (OE) line item from USAID’s budget. The OE
line item puts an unnecessary bull's eye on USAID’s administrative costs that
other government agencies are not subjected to. Furthermore, the bipartisan
HELP Commission found that Congress has allowed, if not encouraged, USAID
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to use program funds to support administrative costs, undermining the original
intent of the OE account and eroding its usefulness.’

Change the definition of OE (if the account cannot be eliminated entirely) so that
Foreign Service Officers who are serving in USAID missions overseas are
counted against the agency’s program costs and not its OE budget.

Boost training funds for agency staff and Foreign Service Officers, which would
create consistent doctrines and approaches to development (to be guided by the
National Development Strategy). Administrator Fore deserves credit for taking
significant steps in the right direction in this regard.

Expand language training to include languages beyond the typical Spanish,
French, and Russian, for up to 44 weeks of instruction. Unfortunately, current
staffing constraints mean that even if such language training programs were in
place, the agency probably could not afford to keep its Foreign Service Officers
in Washington, DC for 44 weeks at a time. Achieving this recommendation will
require increases in both financial and human capital.

Prioritize monitoring and evaluation so that we can know what works and what
does not. The U.S. Government should fund evaluation costs for NGO-
implemented development programs, which are too often the first thing to be
stripped from project budgets in order to reduce total costs. In addition to mid-
term and final evaluations, impact assessments should be conducted a few years
after programs have been completed so that we can measure their sustainability.
Furthermore, assessments should systematically disaggregate data by sex in
order to assess whether programs are benefiting women as well as men. Again,
Administrator Fore deserves credit for reinvigorating USAID’s monitoring and
evaluation capabilities.

Improve the agency’s willingness and capacity to listen to the people whose lives
it hopes to improve through a particular intervention, especially during the needs
assessment and project design phases. This should include doing gender
analyses, which look at the different roles, rights, responsibilities and resources
of women and men and how they impact a proposed policy, strategy, or project.
When the Foreign Assistance Act is rewritten and reauthorized next year, as
House Committee on Foreign Affairs Chairman Berman has committed o doing,
Congress should prioritize “listening” when it is drafting language related to local
consultation. The MCC provides a useful model, but does not go far enough in
defining the extent to which the agency must consult with aid recipients.

Urge USAID to withdraw the current PVS screening program and allow the
agency the time and space to work with the development community in improving
and strengthening vetting systems to protect U.S. tax dollars, without
undermining critical U.S. foreign policy and development objectives around the
world.

Ensure that USAID staff understand the distinctions between Acquisitions
{contracts) and Assistance (grants and cooperative agreements), and adhere to
federal guidelines regarding how the funding mechanisms should be applied.
Unfortunately, due to factors including the staffing shortages described above,
the U.S. Government has demonstrably moved in a direction that would suggest
it prefers contracts rather than grants for implementing foreign aid. This is
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problematic for the nonprofit NGO community, which is better suited to the latter
type of funding instrument, usually characterized by a “people-to-people” transfer
of skills and assistance from NGOs to local groups. While there are certainly
instances where the contract instrument is appropriate, we believe that all too
often contracts are now being chosen by USAID as a way to assert rigid and
counterproductive control over development programs.

« Develop high-level leadership on gender by increasing the number of gender
experts in the agency’s regional and functional bureaus.

* Ensure that USAID is able to attract and retain quality personnel, and that
Foreign Service Officers receive pay that is equitable with what they would
receive for a similar job in the private sector, or even at a similar post in
Washington, DC. Foreign Service Officers at USAID and the State Department
serve our country, often at great personal sacrifice, in some of the most
dangerous corners of the world, and their contributions to U.S. national security
and global stability are to be commended.

» Shift what remains of the Bureau for Policy and Program Coordination (PPC)
from the Office of the Director of Foreign Assistance back to USAID, and re-
capacitate the bureau, which performed critical policy, planning, and priority
setting functions for the agency prior to the onset of the “F process.”

Overall, the U.S. Government generally — and USAID specifically — must take steps to
rebuild its capacity to partner with the community of U.S.-based international relief and
development NGOs. Channeling foreign assistance through NGOs, both international
and local, is one way to ensure that aid ultimately benefits those most in need. NGOs
play a critical role in partnering with local communities, ensuring that programs reach
the poor and effectively address the unique needs of those they are intended to benefit.
NGOs also play a significant role in reaching marginalized groups, including women and
girls, and involving them in decision-making. Furthermore, the long-term relationships
that NGOs build with communities that receive foreign assistance are unparalleled.
Because of their private funding, NGOs can keep operating in a country even when they
no longer receive U.S. government funding. For this reason, InterAction has members
who have been operational in places for decades before and after the U.S. Government
has come and gone in some developing countries. USAID, and the Cabinet-level
Department for Global and Human Development that will hopefully succeed it, must
take advantage of these strong relationships at the community level that NGOs have
built over many years of humanitarian and development experience.

Maintaining the Boundaries of Humanitarian and Development Space

Improving human development in the far corners of the world is a complex task, and not
one that should be controlled or undertaken by the Departments of State or Defense.
People in the military are trained to be warriors, those in the State Department to be
diplomats, and the men and women at USAID, MCC, and similar agencies are trained to
do development. These are three very different skill-sets, and the three agencies have
very different cultures.
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In their book “Organizing Foreign Aid: Confronting the Challenges of the Twenty-first
Century,” Carol Lancaster and Ann Van Dusen discuss the distinction between aid
allocated for diplomatic reasons and aid allocated to achieve development goals. They
rightly point out that “development work is quite distinct from the core activity of the
[Dlepartment [of State],” since “[d]evelopment implies a long-term engagement in
bringing about social change in other countries, requiring a set of skills and a
consistency over time that can prove a poor fit with the skills and more short-term time
horizon and modus operandi associated with traditional diptomacy.”'® This is an
important distinction, and one that we should remember when people suggest merging
USAID into the State Department. As we noted in the Modernizing Foreign Assistance
Network’s “New Day, New Way” proposal, giving too much control of development
programs to the State Department “subordinates] development to diplomacy, risk[s]
allocating larger amounts of funding to meet short-term political and diplomatic
objectives at the expense of longer-term development objectives, and place[s}
responsibility for development policy in a department with only limited expertise in
development.”"!

The “F process” was a failed attempt by the State Department to exercise undue
influence in the development space. While some of its goals were admirable —
attempting to clarify the objectives of U.S. foreign assistance and improve tracking and
reporting of results, to name a couple — its implementation was a nightmare for the NGO
community and for USAID missions overseas. It focused on “country-based” planning
without adequately consulting with recipient governments or USAID missions in the
field; refied on a top-down, hyper-centralized planning mode}; excluded the input of key
stakeholders, including Congress, the NGOs that actually implement foreign assistance
programs, and its own staff; instituted a new set of indicators that measure outputs
rather than outcomes; and lacked real authority over foreign assistance funding streams
that are not controlled by the State Department, like MCC and PEPFAR. Furthermore, it
conflated development assistance and political assistance (Economic Support Funds) in
the FY 2008 budget request.'

Gordon Adams, who sits on the panel with me today, proposes that the next President
ought to fix the flaws in the “F process” but keep it largely intact. While | agree with Mr.
Adams’ concern that the Department of Defense’s role in delivering foreign assistance
not be increased, | respectfully disagree with him with regard to the F Bureau. He
describes as “real progress” the fact that State and USAID had a common set of goals
and objectives under the “F process”, and commends the common performance
framework that was established to measure results.”® The problem though, is that the
common set of goals and objectives failed to truly prioritize poverty reduction, and thus
were the wrong goals and objectives. The same is true of the performance indicators,
which measured a long list of outputs rather than impact or outcomes. Given that the F
Bureau was measuring performance by the wrong indicators, | think its fair to say that
the “F process” should not be called progress. Rather, it was a big step backward for
U.S. development assistance programs, and it is the wrong choice for our next
President. President Bush deserves credit for major increases in foreign assistance to
Africa, for creating PEPFAR and MCC, and for the President's Malaria Initiative, but the
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“F process” is one of his development initiatives that should be set aside in the next
administration.

Just as we resist intrusions in the development space in the name of short-term
strategic or diplomatic interests, we also maintain that they should be autonomous from
military control or encroachment. The fact that the Department of Defense now
implements about 20% of U.S. foreign assistance is troubling, and Congress and the
executive branch must take necessary steps to re-capacitate our government'’s civilian
capacity to manage post-conflict reconstruction and stabilization programs.** The NGO
community is not alone in this assertion either. Secretary of Defense Robert Gates has
repeatedly remarked that we must improve U.S. civilian capacity in these areas. Just
two weeks ago, in a speech before members of the U.S. Global Leadership Campaign,
he stated that, “To truly harness the ‘full strength of America,” as | said in the National
Defense Strategy, requires having civilian institutions of diplomacy and development
that are adequately staffed and properly funded.” He went on to say that, “It has
become clear that America’s civilian institutions of diplomacy and development have
been chronically undermanned and underfunded for far too long — relative to what we
spend on the military, and more important, relative to the responsibilities and challenges
our nation has around the world."*®

This appreciation for the use of “non-military tools” exists throughout the military’s officer
corps as well. A recent survey of 499 active duty military officers, and more than 100
officers who retired after the September 11, 2001 terrorist attacks, found that 84% of
officers say that “strengthening non-military tools such as diplomacy and development
efforts should be at least equal to strengthening military efforts when it comes to
improving America’s ability to address threats to our national security.”'® There is clearly
recognition of the value of civilian-led development programs within the leadership of
our military, and we must work with the military to ensure that humanitarian and
development programs have the autonomy from military control that they require to be
truly effective.

The following key points should guide our government's approach to civil-military
cooperation;

+ Relations between the military and humanitarian organizations should follow the
Guidelines for Relations between US Armed Forces and Non-Governmental
Humanitarian Organizations in Hostile or Potentially Hostile Environments, which
were jointly developed by InterAction and the Department of Defense.!”

» There must be recognition that, like the military, NGOs adhere to a strict set of
principles and standards of behavior, which are based on the Code of Conduct of
the International Federation of Red Cross and Red Crescent Societies and
NGOs Engaged in Disaster Relief. According to the code, NGO signatories are
bound by the principles of independence, impartiality, and the imperative that
every human being has the right to humanitarian assistance when affected by a
natural or man-made disaster.
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« The military has a clear advantage over civilian agencies when it comes to
logistical, air and water transport, and engineering capacities. These are most
effective when coordinated with the civilian expertise of USAID, the UN, and
NGOs. In other disaster contexts, however, the military’s involvement in
emergency relief, stabilization and reconstruction is deeply problematic because
of its security focus and lack of specialized expertise. Well-intended projects may
have negative consequences and are often unsustainable due to the military's
short-term goals. Relief activities by the military also compromise the security of
NGO staff in or near conflict areas by biurring the lines between humanitarian
and military personnel.

» When the military does engage in humanitarian and development activities,
involvement should be approved by civilian agencies and activities should be
civilian-led and coordinated. In-country coordination between agencies should be
led by the ambassador, and USAID should be consulted to ensure that the “do
no harm” principle is respected. Finally, uniforms should be worn at all times,
without exception, by members of the military when they are engaging in
humanitarian and development activities.

» Finally, | would urge Congress to exercise oversight over the military's activities
in the humanitarian and development sphere, especially as the Department of
Defense begins playing a larger role in Africa and seeks to expand authorities
like the Commanders Emergency Response Program (CERP) to fund
humanitarian and development projects globally.

In sum, the space within which NGOs, USAID, and other development agencies
function must be protected from harmful intrusions in the name of short-term strategic
and political interests, or efforts by the military to engage in development or
humanitarian work. The fencing off of these programs can be done by taking the steps |
have outlined above, by creating a National Development Strategy that articulates the
unique importance and contribution of development relative to diplomacy and defense,
and by elevating foreign assistance to the Cabinet-level, which | will discuss in more
detail below.

Elevating U.S. Foreign Assistance

For a number of years, InterAction has called for re-capacitating and reinvigorating
USAID, and since early 2007, has supported the creation of a Cabinet-level department
focused on international development and humanitarian response. While there are a
number of other proposals for streamlining and rationalizing American foreign
assistance programs, InterAction, like the Modernizing Foreign Assistance Network and
the earlier Commission on Weak States and National Security, has determined that a
Cabinet-level department is the best option for elevating development assistance in a
way that prioritizes people-centered, sustainable development and can best achieve the
objectives of the poverty-focused mission described above. ™

A Cabinet-level department would solve many of the problems related to our
government's lack of coherence when it comes to development. As my colleague Anne

10
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Richard, who joins me on today’s panel, has noted, we must consolidate the number of
actors and objectives in our foreign assistance programs, and | agree with her that we
need strong leadership on behalf of these issues at the NSC. But | also believe that we
need a voice for development at the Cabinet table alongside the Secretaries of State
and Defense. The administration identified development as one of the three pillars of
U.S. national security in the 2002 National Security Strategy, and reaffirmed the idea in
the 2006 strategy. I've already described the perils of encroachment on the
development sphere by the State Department and the military, so if we are serious
about relying on development as a pillar of national security that is equal to defense and
diplomacy, we must elevate development to the Cabinet-level so that it has the
independence and authority to be effective.

InterAction has published a paper that describes how such a Cabinet-level department
might be organized, which | have submitted for the record along with my testimony. We
envision that a Department for Global and Human Development (DGHD) would replace
USAID altogether, and MCC, PEPFAR, and the President's Malaria Initiative would be
shifted to the new department as well. According to our paper, “the DGHD would
manage programs in key development sectors, including agriculture, civil society,
economic growth, education, environment, good governance, health, and rule of

law... All functions relating to development and humanitarian assistance presently under
the Department of State’s Bureau for Population, Refugees and Migration (PRM),
including all non-domestic funding for migration and refugee affairs would be housed
within the DGHD. Programs in the Department of Agriculture (USDA) relating to food aid
would also move to the DGHD as would smaller programs in the Departments of
Commerce and Labor and eisewhere. The U.S. Government presently runs six poorly
coordinated food aid programs, some of which have conflicting objectives. While USDA
would retain a role regarding food aid, these programs would be coordinated and
rationalized under the DGHD, and would be run by the new department.”!

We also propose creating a new, joint office for International Financial Institutions (iFls)
with personnel from the DGHD and the Department of Treasury. “The DGHD would lead
on issues concerning the World Bank and other Muitilateral Development Banks
(MDBs); Treasury would lead on issues concerning the [nternational Monetary Fund
(IMF). “The two departments, along with other relevant U.S. Government (USG) entities,
would jointly manage debt relief and debt financing issues.

“The DGHD would have a voice on U.S. Government trade policy towards developing
countries. More than one dozen U.S. Government departments, agencies and other
entities currently have a role in trade issues. This list includes: the U.S. Trade
Representative (USTR); the Departments of Agriculture, Commerce, Health and Human
Services, Justice, Labor, State, Transportation, and Treasury; USAID; and EPA. The
DGHD would have a seat on all major interagency groups working on trade issues.”?°

In contrast with the “F process,” which over-centralized foreign assistance programs

and failed to elevate development, a key principai of a new Cabinet-level department
should be “elevate and streamline, but decentralize.” We must utilize, rather than

i
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alienate, the technical development experts in the NGO community and in USAID
missions around the world. To those who would argue that separating development
from diplomacy would weaken the former by removing it from the strong political support
provided by the Secretary of State, | would say that subordinating development to
diplomacy, as is currently the case, undermines its effectiveness anyway. The missions
of a Cabinet-level Department for Global and Human Development and the State
Department would be complimentary, but they are fundamentally different. One focuses
on changing lives and building civil society from the ground up, the other on the politics
of state-to-state relations.

Conclusion

It is clear that the 21% century presents us with foreign policy challenges that our current
development infrastructure is ill equipped to handle. We are also at a point in our history
when respect for the United States abroad is at an all time low. At the same time, the
next president will take over a country with a large constituency that supports
international development, as well as a military that supports improvements in our “non-
military tools.” He will face difficult challenges and incredible opportunities when it
comes to changing the way America relates to the rest of the world, which makes it
vitally important that he work with Congress to reach a “grand bargain” that prioritizes
these issues, gives the executive branch the flexibility it needs to respond to a rapidly
changing world, and ensures comprehensive legislative oversight.?! The United States
must elevate development within our government and give it the space it needs to be
effective vis-a-vis defense and diplomacy, focus our foreign assistance and
development programs on a streamlined set of objectives by creating a National
Development Strategy, and improve the capacity of our government to partner
effectively with U.S. NGOs, with other donors, and with aid recipients.

12
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efense%20gates.pdf
'* Survey of Military Officers conducted on behalf of the Center for U.S. Global Engagement by Geoff Garin and

Bill MclInturff, July 15, 2608. http://www.usglobalengagement.org/Portals/16/ftp/Military_poll_highlights.pdf

' InterAction-Department of Defense “Guidelines for Relations between US Armed Forces and Non-Governmental
Humanitarian Organizations in Hostile or Potentially Hostile Environments.”

http://www.usip.org/pubs/guidelines pamphlet.pdf

'8 See “New Day, New Way” report cited above, and the Center for Global Development’s Commission on Weak
States and National Security report, “On the Brink: Weak States and US National Security.”

http//www.cedev.org/doc/weakstates/Weak App.pdf (appendix I1T).

' “Proposed Major Components and Organization of a Cabinet-level Department for Global and Human

geve]opment,” htip://interaction.org/files.cgi/6306_Cabinet-level _org_paper.pdf
1bid
' See “New Day, New Way” report cited above
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Written Statement of Gerald F. Hyman
Before the Senate Subcommittee on Oversight of Government Management,
the Federal Workforce and the District of Columbia
Thursday, July 31, 2008
2 p.m. Room 342 Senate Dirksen Office Building

Chairman Akaka, Ranking Member Voinovich, and Members of the
Subcommittee, thank you for holding this hearing on reforming the foreign assistance
bureaucracy and for offering me the opportunity to appear before you.

Fragmentation and Integration

The reconsideration after September 11 of the role, purposes, organization and
performance of foreign assistance, and the elevation of that role in the National Security
Strategy of 2002 and 2006 has drawn foreign assistance into sharp relief. Internationally,
foreign assistance suffers from many deficiencies, both theoretical and practical. It
suffers organizational defects as well, at least in the United States.

Over the course of my nearly 17 years at USAID, the organization of foreign
assistance in the US Government as a whole has become fractured, tangled, mangled,
mismanaged and mal-aligned. In that condition, foreign assistance could not possibly
meet its sustainable developmental function, let alone the elevated national security role
newly assigned to it, even if there were excellent theory and programming practice.
Albeit belatedly, the Administration has recognized the problem---to which in good
measure it, itself, contributed---and moved to fix it. The fixes have been imperfect, in my
view, and should be substantially revised. Recognizing many of the same deficiencies,
other voices have called for more substantial reorganization, including a new cabinet-
level department of development. There are strengths and weaknesses to most of the
organizational options available, but on balance, a separate cabinet-level agency goes too
far, in my view.

Two organizational dimensions would benefit from Congressional support.

First, Congress should support the continued integration of development
assistance as part of our foreign policy, indeed as part of our national security
policy, and therefore closely connected to the Department of State, not housed in
a new, separate cabinet-level department.

Second, however, Congress should, in a constitutionally appropriate way, resist
the constant fracturing of assistance programs into discrete organizations, both
within and outside the Department of State.

Although the president is primarily responsible for the execution of the laws and
therefore the structure of the executive branch and should have broad authority over that
structure, Congress is right to be concerned that the funds it appropriates are properly,
efficiently, and effectively used. The fragmentation of foreign assistance has instead
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created redundancies, inefficiencies, and incompatibilities that impede both our
development policies and the broader foreign policies of which they are, and should
remain, a part.

The fragmentation problem

Three decisions in this administration exemplify the fragmentation problem,
although they are hardly unique and previous administrations were hardly immune from
the same inclination. The President’s Emergency Plan for AIDS Relief (PEPFAR), the
Millennium Challenge Corporation (MCC), and the Middle East Partnership Initiative
(MEPI]) were all extensions of what the U.S. Agency for International Development
(USAID) was already doing at a more modest level and could have been assigned to do at
a more robust level, especially if it had the authorities and the level of support provided
to PEPFAR, the MCC and MEPI. Leaving aside whether these were good programmatic
ideas, they need not, and should not, have been isolated from USAID’s core
developmental mission,

The devastation of HIV/AIDS was recognized by development practitioners,
including those within USAID, well before the George W. Bush Administration and
PEPFAR. Under President Clinton and President George H.W. Bush, USAID was
already working on HIV/AIDS. The U.S. Government did not need PEPFAR to address
the problem.

Similarly, assistance to “outstanding performers” who had made tough policy
decisions and could use additional assistance to mitigate the social consequences of those
decisions as a kind of “reward” for the difficult choices, did not require a new corporation
like the MCC, outside the existing structure of the U.S. Government. With the different
authorities and resources provided to the MCC, USAID could have managed the
Millennium Challenge Account. Indeed when the idea of the millennium challenge
program was first mooted, several organizational forms were considered for its
implementation, including a special unit within USAID. That was not the path chosen.
Instead, President Bush created the MCC as a semi-autononious corporation. Moreover,
after the MCC was created, it was inadvisable that the MCC actively reject any relation
with USAID, including USAID’s lessons born of long experience. More than
inadvisable, the artificial wall of separation was counterproductive. Happily, that initial
policy has been changed, but it remains an instructive illustration of what organizational
fracturing can bring.

MEPI, too, was not substantially, let alone fundamentally, different from what
USAID was already doing. Arguably, it had a different political cast but not an
essentially different purpose or program. But it did have an entirely new staff in an
entirely new office in a regional bureau of the Department of State. That bureau had
been engaged on diplomacy. Now it also designed, managed an implemented a foreign
assistance program parallel to the one that USAID has managed. Initially, USAID was
asked to implement MEPI programs until, for no obvious reason, MEPI reconstructed its
own grant and contract operations within the Department of State. The result is two sets
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of programs on each of economic growth, democracy and governance, and education: one
designed and managed by USAID and another by MEPIL

MEPI, MCC and PEPFAR are but examples. Regional bureaus and functional
bureaus within the Department of State have also managed, and some are still managing,
their own assistance programs. From time to time, there may be reason for asking a
regional or functional bureau at State to deign and implement assistance programs, but
the reasons should be compelling. Just as we do not imagine a parallel diplomatic
program designed and implemented by USAID, assistance programs should not generally
be designed and implemented by State’s regional and functional bureaus. Managing
assistance should not be the response to a desire by this or that assistant secretary or
office director for a separate program, and too often that exactly has been the underlying
reason.

Finally, many agencies and cabinet-level departments outside of the International
Affairs Budget (the so-called “150 budget”) and outside the Department of State have
their own development assistance programs, including for example the Department of
Labor, the Department of Commerce, the Department of Justice, the Department of
Agriculture and, of course, the Department of Defense. Congress appropriates some of
these funds directly, but other funds are transferred from the International Affairs Budget
by State or USAID. They should be made on the basis of the clear expertise of the
recipient agency in an area deemed important to the developmental or foreign policy
mission, expertise that need not be duplicated by USAID. Too often, unfortunately, the
transfers are a result of inter-agency demands from departments based primarily on their
greater bureaucratic clout. In effect, the transfers reflect bureaucratic weakness by
USAID or even State rather than true need or expertise in the recipient agency. Congress
may think it is appropriating funds to State or USAID but in reality it may be
appropriating a pass-through to other departments and agencies.

No doubt, USAID is a deeply troubled, weak, demoralized, perhaps even
debilitated agency badly in need of reform. Its procurement and human resources
operations are problematic, to say the least. But notwithstanding its defects, many or all
of these programs could have been managed within what is supposed to be our
development agency. Instead, as already noted, they were located elsewhere too often as
a response to bureaucratic clout and turf battles rather than comparative advantage. The
construction of parallel operations and analogous programs in the same country
frequently results in redundant, wasteful mismanagement. It encourages unnecessary
turf wars as the various organizations vie for authority and budget. Even more
troublesome, it diminishes policy coherence, particularly when different U.S. personnel
from different agencies provide conflicting advice on similar subjects, and it exacerbates
the problem of fragmentation within the Department of State.

The fragmentation of program authority and management, within State and
between departments, is perhaps the single greatest contributor to the tangled, mangled,
fractured, fragmented and ultimately mismanaged and mal-aligned organization of our
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foreign assistance and to policy incoherence. It is a poor way to construct a government.
We should have kept these, essentially development programs, in the development
agency we already had. Instead we have been picking away at what by now has become
almost a barely functioning carcass. Either we have a development agency or we do not.
If we need to fix it, then let us do that. Ifit is beyond redemption, then it should be
dispatched and replaced with a single agency which commands confidence. Perhaps
anticipatory exhaustion at the prospect of reconstructing USAID is the primary rationale
behind the proposal for a new department of development. But would USAID’s
problems be fixed by moving development to a new cabinet-level department which
would have to address the same problems starting anew? The only real advantage is that
the secretary of the new department might be better able, politically and bureaucratically,
to resist the depredations from other entities and certainly would be motivated to do so
since foreign assistance would not be a secondary or tertiary concern, as it was to many
previous secretaries of state? But the problems with the existing development agency
and the prospect of a more empowered and motivated secretary is hardly a compelling
reason to create an entirely new cabinet-level agency. Better that foreign assistance be a
serious concern of the secretary of state and that the administrator of the development
agency be empowered within the existing structure.

Integration with foreign policy

Indeed, a new department of development would also bring new and different
problems. Those problems by themselves outweigh its benefits, in my view. Certainly, a
new department would divorce development from diplomacy organizationally, and while,
for some, the separation is precisely the reason to create the new department, I think it
would, on balance, do more harm than good.

For one thing, development assistance is one of the incentives by which other
countries are encouraged to support other elements of our diplomacy, but conversely
diplomacy is frequently used in support of development goals. Secretary Rice has been a
champion of both. On the basis of the National Security Strategies of 2002 and 2006,
which elevate development as an integral part of our national security policy along with
defense and diplomacy, Secretary Rice amalgamated diplomacy and development into
what she has called “transformational diplomacy.” The purpose of transformational
diplomacy is not just to represent US interests to other countries, but to assist in changing
the countries themselves, to help move them up a scale by from “Restrictive” or
“Rebuilding” to “Developing” then “Transforming” countries to, finally, “Sustainable
Partnership” countries. The goal is to build a world of healthy, educated, prosperous
populations living in free market democracies. However one evaluates the rationale of
that conception or the likelihood of its success, under that policy both assistance and
diplomacy will be used to advance developmental goals even as development resources
will be used to advance diplomatic purposes. They are part of one foreign policy effort.

As noted, some assistance funds will be used to shore up other diplomatic efforts,
including support for US positions in multilateral fora, advancing stability and security
goals, and inducing behavior that advances our non-developmental national interests.
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Some believe these are improper uses of assistance, but I do not. A few recent examples
will indicate why.

The U.S. agreed to supply food aid and fuel to North Korea as part of a package
of incentives that will presumably result in the disclosure, verification, control and
reduction of North Korea’s nuclear resources and capabilities. In the right atmosphere
and with the right North Korean policies, even more would presumably be supplied. In
Pakistan, the U.S. is providing $750 million in non-military assistance for the Federally
Administered Tribal Areas alone and an additional $826 million for the rest of the
country. Why? Because of the instability in FATA itself, its use as a safe haven by the
Taliban, and the threat it poses to the stability of Pakistan as a whole. The
Administration has requested $332 million for assistance to Sudan, 16% of the entire
non-HIV/AIDS total for all of Africa, because of the instability in South Sudan, the
Comprehensive Peace Accord, the threat of terrorism, oil resources, and a myriad of other
reasons. Our levels of assistance for Haiti and the many hand-wringing meetings on the
seemingly intractable problems there are in part because its internal instability threatens
the entire region. These are only a few examples, and they do not include the amounts
provided by the Department of Defense. In my view, these constitute a justitiable use of
assistance funds. At the very least, such use is likely to continue.

Those who support a separate development agency do so in part because they
want a pure developmental program or at least a home for one, “unsullied” by the other
considerations of foreign policy, which would remain with the Department of
State. So either the North Korea, FATA, Sudan, and Haiti programs (and others like
them) which now constitute over 2/3 of the “development” budget, would not be funded,
or they would be funded only at the levels justifiable on purely developmental grounds,
or (since the current levels are not justifiable for purely developmental reasons) they
would be funded and managed by the Department of State rather than the new cabinet-
level department. In my judgment the third option is undesirable because it exacerbates
the fragmentation of assistance programs, and the first two options are undesirable but
also they are unlikely.

Strategy vs. tactics: the third problem

To its credit, the Bush administration has recognized the problems of
fragmentation and, under Secretary of State Rice, has begun to deal with them. Contrary
to the spirit of a new department for assistance, however, she has integrated assistance
and diplomacy even more tightly into the Department of State. To effect
“transformational diplomacy” and to align at least that part of the fractured foreign
assistance programs under her authority, Secretary Rice created a new position, the
Director of Foreign Assistance, made the position into a de-facto deputy secretary
roughly equal to the official Deputy Secretary responsible for diplomacy and general
foreign policy, and created a new process under the Director of Foreign Assistance.

Notwithstanding its laudable goals, the new, so-called “F process” suffers from
several probably curable but serious defects: it blurs the distinction between strategy and
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tactics, creates a hyper-centralized bureaucracy, consolidates too many decisions in
Washington, oversimplifies the character of recipient countries, undermines the value and
contribution of our in-country expertise, and has damaged the attempt to measure impact.
The “F-staff” has recognized some of these problems and has modified the process, but
not sufficiently in my view.

Historically, the US approach has differed from that of the other donors---both
bilateral and multi-lateral---in part because we have relied primarily on our in-country
teams to propose as well as manage the details of our assistance programs. We have
done so to capture the local context: What are the specific obstacles to development?
Who supports change and who gains from the status quo? Which groups and
organizations would maximize assistance to achieve greater development? How can we
help overcome resistance from self-dealing elites? The balance between what is
designed, managed and decided “in the field” as against Washington is always subject to
debate and adjustment.

In general, however, Washington should help design and certainly shouid approve
the strategy of a country program. To do so, all parties must properly understand what is
truly strategic and what is actually tactical. In the past, Washington played its strategic
role by laying down the general parameters under which the field was instructed to
develop a context-specific plan, which it brought to Washington for discussion and
approval. I believe that was the right mix. The “F process” however, changed that
combination of top-down and bottom-up. Now, to cite its own principle, “Washington
will define the strategy, the field offices will devise its implementation.” The country
team no longer takes the lead on the design of the country plan under the general strategic
guidelines of Washington. Instead, with some field input but by merging strategy and
tactics, Washington drafts a highly detailed plan which the field manages. Strategy and
tactics are confused with one another and combined. Strategy no longer consists of a
general design, but rather of a micro-detailed allocation of resources as well.

For FY 2007, the F staff led an inter-agency process in creating and then applying
a scheme of 5 objectives, 24 program areas, 96 program elements and 407 program sub-
elements. A given country would have some mix of these objectives, program areas,
program elements and program sub-elements. Washington, not the field, would decide
the mix and even the budget allocations, at least down to the 96 program elements.
Happily, that highly prescriptive system was adjusted for F'Y 2008. Although the country
team now participates to a significantly greater extent than it did, the authority for
relatively minor decisions remains still in Washington.

Certainly, a major reason for the “F reforms” is to achieve more coherence and
less fragmentation. It has done so, but at too high a cost, in my opinion. The F process
sacrificed the detailed knowledge, the nuances of trade-offs, and the personal contacts of
the country team for the greater coherence imposed by Washington’s centralized
decisions. The improved coherence was certainly laudable, but it went too far. It
sacrificed too much. The coherence could have been achieved with modifications to the



100

Testimony on Reforming the Foreign Assistance Bureaucracy-- 7
Gerald F. Hyman
July 31, 2008

old process that retained a better balance between Washington and the field. A more
flexible, inter-active process could, I believe, have retained the advantages of the field
perspective yet provided the improved coherence that was so badly needed. Ironically,
just as the Director of Foreign Assistance moved to hyper-centralize in Washington, the
other donors were decentralizing based on our previous model.

The better course

Given the widely shared concerns about fragmentation and my own concerns
about a separate, cabinet-level department, the better organizational course, in my
judgment, is to keep but very substantially revise the F process or return to an earlier time
when USAID was an independent agency under the general guidance of the Secretary of
State. In either case, USAID will need to be substantially revitalized and should be the
primary albeit not exclusive implementer of foreign assistance.

The revitalization of USAID is no easy matter. [t means that the next USAID
administrator, secretary of state and president would need to abjure the inclination of too
many predecessors to create new programming initiatives or programs in order to “leave
amark.” The best real mark would require concentrating on some of the core problems
of USAID: the recruitment, management and compensation of its professional staff; the
procurement regime under which it operates; and the legal framework that constrains and
guides it. These are not thrilling topics. By far the more glamorous alternative is to
create yet more separate initiatives or move the organizational boxes within the Agency.
But that alternative would leave USAID as it has been: a fish out of water desperately
gasping for air and life. Some new programming initiatives may be necessary but we
have seen too much of it before. True necessity, not just inclination, should be the
criterion for any new programming initiatives.

We need to return to some of the basics by which any agency, and certainly an
agency responsible for billions of dollars of foreign assistance, necessarily requires:
personnel, procurement and legal operating structure. These are problems too long
neglected at USAID. Absent sufficient attention to them, the result is a wounded,
incapable entity, whether located in State, or in a separate cabinet-level department, or as
an independent agency with a reporting line to the Department of State or to the
president. The regional and technical boxes within USAID are important, but without the
fundamental core of excellence in people and procedures, the entire set of boxes will fail
no matter where they are located.
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In short, these are the principles of the foreign assistance bureaucracy in most
critical need of attention, in my view.

* Build one foreign assistance agency.

e Reverse the fracturing of assistance programs into discrete entities throughout the
U.S. Government, both within and outside the Department of State.

¢ Continue the integration of foreign assistance as part of our foreign and national
security policies,

e Keep foreign assistance closely connected to the Department of State, not housed
in a new, separate cabinet-level department.

¢ Keep Washington concentrated on the large, truly strategic picture and leave
programming tactics largely to the field.

e However, provide advice and oversight to the field not just carte blanche, and
base that oversight on policy considerations and lessons truly learned.

* Resist new programming initiatives unless necessary.

* Revitalize USAID by concentrating on its basic deficiencies in human resources,
the procurement regime and the legal structure.

Congressional role

Congress, especially this Subcommittee, can play a critical role in enforcing these
principles. It can examine the regular impulse of the president, secretary of state, or
USAID administrator to create new initiatives in new organizational edifices rather than,
when necessary, modifying the old ones and finding room for them in the existing
structure. It can insist that the essentials of the foreign assistance bureaucracy be
reformed, that the structural proliferation be ended and with it the consequent
redundancies, inefficiencies, mismanagement and waste, and that the fundamentals be
taken care of. As the appropriator of the funds for foreign assistance, Congress can and
should ask that these simple principles of good governance be followed. If the next
secretary of state and USAID administrator do not commit to dealing with these very-
broken basics and to avoiding the temptation that puttering with the programs and the
boxes affords, then perhaps the complete demise of USAID and the construction of a new
foreign assistance department is indeed the best alternative.

No doubt, these are substantial problems. The organization of foreign assistance
has no simple solution. There are multiple possibilities, each with strengths, weaknesses
and champions. This sub-committee is doing a great service by taking the time and
interest to consider them. While not sensational, the structure and function of the foreign
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assistance bureaucracy is critical to a good assistance program, which is in turn an
elemental part of our foreign and national security policies.

Chairman Akaka, Ranking Member Voinovich, and Members of the
Subcommittee, thank you again for holding this hearing and for offering me the
opportunity to appear before you and offer my thoughts.
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Background

Foreign assistance has been an essential element of both the United States’ national security and
relationship to the developing world for over sixty years. From the reconstructive efforts of the
Marshall Plan in the late 1940’s, through the enactment of the Foreign Assistance Act in 1961, to
the recognition of foreign assistance as a pillar of U.S. national security during the past decade,
foreign assistance is a crucial element of U.S. international efforts to bring development,
democracy, and hope to regions of the world confronted with significant challenges.

President George W. Bush officially recognized the positive impact of foreign assistance and
international development in his 2002 and 2006 National Security Strategies. In 2002 his top
priorities for the U.S. included being *“‘champion aspirations for human dignity” through foreign
aid and “expanding the circle of international development by building the infrastructure of
diplomacy.” ! His 2006 strategy reiterated these same points, with additional emphasis of
identifying “two pillars” upon which the National Security Strategy is built: the promotion of
freedom, justice, and human dignity and leading a community of democracies. Both the 2002
and 2006 strategies emphasized development as much as defense and diplomacy. Foreign
assistance has won broad support from both major parties and will likely be at the forefront of
national security goals during the next administration.”

Support for strengthened, better coordinated, foreign assistance capabilities has also come from
the Department of Defense. Most recently, Secretary of Defense Robert Gates delivered a
speech before the U.S. Global Leadership Campaign in which he argued for augmented civilian
capacity in the institutions that support international development and diplomacy. He asserted
that the integration of capabilities between the different elements of U.S. influence is a vital
issue. The “militarization of foreign policy” — meaning the military handling missions that were
designed for civilian organizations engaged in international affairs — concerns him despite the
fact that he sees a critical role for the military in providing basic services, security, and
reconstruction during the early phases of a conflict or natural disaster.®

Foreign Assistance Bureaucracy

The U.S. Agency for International Development (USAID) was created by the Foreign Assistance
Act, and established by President John F. Kennedy, in 1961. This new agency was created to

! President George W. Bush, The National Security Strategy of the United States of America, September 2002.
* President George W. Bush, The National Security Strategy of the United States of America, March 2006,
*Secretary Robert M. Gates, Speech before the U.S. Global Leadership Campaign (Washington, D.C.), July 15,
2008.

1
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unify existing foreign assistance programs and provide support directly to developing nations.
USAID was also created to focus on long-term economic and social development.’

During the past decade, two significant changes have occurred at USAID. In 1999, USAID,
along with the Arms Control and Disarmament Agency (ACDA) and the U.S. Information
Agency {USIA), were merged into the Department of State. Previously these agencies were not
under the direct control of the Department.

In January 2006, Secretary Rice announced her intention to merge more closely USAID with the
State Department. This action initiated the “F Process.” The process would ensure the most
effective use of resources in meeting policy objectives, improve the alignment of Department of
State and USAID activities in regards to foreign assistance, and demonstrate the good use of
taxpayer dollars.®

Additionally, Secretary Rice began this process to address a lack of strategic focus in the foreign
assistance bureaucracy and to focus on Transformational Diplomacy. Key issues underlying the
lack of strategic focus were the absence of clear goals and ways to measure progress, duplicative
budgeting procedures and processes, overlapping roles in Washington, D.C. and in the field, and
a lack of accountability. The solutions to these problems were to direct foreign assistance
towards Transformational Diplomacy and enable this assistance with improved strategic thinking
and implementation. This meant that states would receive development aid in a manner and
amount appropriate to improve their status as responsible partners in the international system. In
addition to this broad focus, State Department headquarters, via a newly established office,
would take the leadership role in: setting strategic direction and priorities; ensuring field
personnel would implement strategic priorities; integrating USAID and Department budgeting,
planning, and performance management processes; and strengthening accountability.®

Under then USAID Administrator Randall Tobias, the Office of the Director of Foreign
Assistance was created. Within this new organization, he had personnel from the USAID office
that set goals, policies, and overall budget levels, as well as personnel! from the State
Department’s Resource Management Bureau. Administrator Tobias apparently began referring
to the new office as “F”, or the F Bureau, which by its single letter status, made it clear that his
new organization was near the very top of the State Department bureaucracy.”

The State Department’s F Bureau has become the primary entity within the U.S. Government for
coordinating U.S. foreign assistance. Henrietta Holsman Fore, who now serves as the
Administrator of USAID, serves concurrently as the Director of U.S. Foreign Assistance (DFA),
the position atop the F Bureau. This position confers to the DFA an equivalent hierarchical
status to that of the Deputy Secretary of State.®

* Accessed July 22, 2008 at hitp://www.usaid.gov/about_usaid/usaid histhtml .

3 Accessed July 7, 2008 at http://www.state. gov/1/pa/prs/ps/2006/59398 htm.

¢ Briefing materials provided to Senate Homeland Security and Governmental Affairs Committee Subcommittee on
Oversight of Government Management staff on June 30, 2008.

” Gerald F. Hyman, Assessing Secretary of State Rice’s Reform of U.S. Foreign Assistance, The Carnegie
Endowment for International Peace, 2008.

® Accessed July 7, 2008 at hitp://www.state. gov/t/pa/prs/ps/2006/59398 htm.
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The F Bureau, under the Director of Foreign Assistance’s leadership:

e Provides leadership, coordination and strategic direction within the U.S. Government and
with external stakeholders to enhance foreign assistance effectiveness and integrates
foreign assistance planning and resource management across State and USAID;

» Leads strategic, operational, and performance planning of U.S. foreign assistance with a
focus on aligning resources with policy priorities;

« Develops and defends foreign assistance budget requests and allocates State and USAID
foreign assistance funding to meet urgent needs and new opportunities and to ensure
long-term sustainable investments; and

« Promotes good stewardship of foreign assistance funds by strengthening oversight,
accountability, and transparency.

The Evolution of the F Process: A Mixed Review and Many Obstacles

There are many criticisms of the F Process. They have included: a near merger of USAID with
the State Department creating confusion between diplomatic and development agendas; the F
Bureau’s lack of effective control over development activities both within and outside of the
State Department; a core staff that cannot keep pace with running the government’s foreign
assistallaoce programs; and the domestic centralization of strategic and tactical development
issues.

However, some benefits of the F Process have been identified. Mr. Gordon Adams, in a recent
article in the Foreign Service Journal, argued that the creation of the F Bureau in 2006 was a
“giant step” in terms of foreign assistance planning. Among the other benefits, he listed: the
development of a clearer programmatic picture of how foreign assistance is used; a common
framework for measuring performance; and the organization of foreign assistance into distinct
strategic goals. !

The F Bureau is clearly not the only organization carrying out and funding U.S. foreign
assistance. There are as many as 50 different programs within 26 different a§encies contributing
to foreign assistance, most of which reside outside of the State Department.”* The need for
coordination of U.S. efforts is great. This is not only because the President identified
development alongside defense and diplomacy regarding U.S. national security, but also since
the agencies outside of the State Department and USAID have contributed as much as 42% of
total U.S. official development assistance.”> The other agencies involved in foreign assistance
include: Departments of Agriculture, Defense, and Commerce; the Centers for Disease Control

? Accessed July 7, 2008 at http://www.state. gov/f/.
 Why the U.S. Needs a Cabinet-level Department for Global and Human Development, InterAction Policy Paper,
June 2008. Accessed July 7, 2008 at www.interaction.org.
! Gordon Adams, Don’t Reinvent the Foreign Assistance Wheel, Foreign Service Journal, March 2008.
2 CRS Report for Congress, Foreign Aid Reform. Issues for Congress and Policy Options, April 22, 2008,
3 Foreign Aid Reform, April 2008.
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and Prevention and the U.S. Forest Service; and independent agencies such as the Millennium
Challenge Corporation, the Environmental Protection Agency, the National Science Foundation,
and the Export-Import Bank.'* Beyond the coordination challenges workforce issues also exist.

The Sources of U.S. Official Development Assistance'®

USAID is the main implementer of U.S. foreign assistance and suffers from significant staffing
challen$es. For instance, the number of USAID professional staff has fallen by a third since the
1990°s.' Instead of having a large cadre of government personnel who could provide local
development assistance, USAID has taken on more of a contracting focus, with attendant
responsibilities for monitoring and evaluation. To begin to resolve these issues, USAID is
seeking hiring authority for 300 additional Foreign Service Officers in FY2009. The new FSOs
will fill critical roles including public health, financial management, economic growth, and
agriculture."”

' Foreign Assistance Reform, 27.

¥ Foreign Aid Reform, April 2008.

'% Lael Brainard, U.S. Foreign Assistance: Reinventing Aid for the 21 Century, Testimony before the House
Appropriations Committee Subcommittee on State, Foreign Operations, and Related Programs, January 23, 2008,
Accessed May 29, 2008 at

http://www.brookings.edu/testimony/2008/0123_foreign_assistance_reform brainard.aspx?p=1.

7 Brainard, January 2008,
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] FY 2007 FY 2007 FY 2008 FY 2008 Y 2009
Actual Supp Estimate Supp Reguest
U.S. Direct Hires Funded by Operating Expenses
End-of-year On-board 1,995 0 2,147 18 2,447
Estimated Full-Time
Equivalent Work Years 2,005 1 2,005 13 2,180
Limited-Term Program-Funded Appoi s
End-of.-year On-board 204 0 230 0 230
Estimated Full-Time 230
Equivalent Work Years 194 o 230 0

USAID Workforce'®

The Government Accountability Office raised concerns regarding the State Department’s foreign
assistance human capital in 2007. GAO found that the Department’s workforce planning had not
defined the skills necessary to achieve its current and future programmatic goals, that the staff
needed to better manage and monitor foreign assistance programs, and that inconsistent
requirements for staff involved in foreign assistance existed. In addition to this, during the F
Process, the State Department did not use strategic workforce planning to ensure staffing and
skill requirements were sufficient.'®

In its Fiscal Year 2007 assessment of USAID’s most serious management and performance
challenges, the USAID Office of Inspector General OIG commented on the areas of “Managing
for Results” and “Human Capital Management”, among others. It remains questionable whether
the Foreign Assistance Coordination and Tracking System (FACTS), the system designed to
track and manage USAID and other programs towards overarching results, is meeting it
operational requirements. In addition to coordination and managing for results, the OIG found
that USAID needs to further implement its workforce planning initiatives to close skills gaps.
Efforts would need to include a focus on recruitment, retention, training, and succession
planning

A Broad Look at Management Challenges of the Foreign Assistance Bureaucracy

Four areas of significant concern within the foreign assistance bureaucracy — across the U.S.
Government — are its mission, processes, structure, and workforce. Congressional testimonies,
as well as a number of reports and articles, provide both descriptions and prescriptions to address
these concerns.

There has been a growing perception of foreign assistance “militarization.” Sections 1206 and
1207 of the 2006 National Defense Authorization Act created programs to support security and

1% Congressional Budget Justification, Foreign Operations, FY2009.
GAO Report to the Honorable Richard G. Lugar, Ranking Minority Member, Committee on Foreign Relations,
U.S. Senate, Department of State: Human Capital Strategy Does Not Recognize Foreign Assistance
Responsibilities, GAO-07-1153, September 2007.
* Donald A. Gambatesa, [nformation Memo for the Acting Administrator: U.S. Agency for International
Development’s (USAID)Most Serious Management and Performance Challenges, October 5, 2007. Accessed June
30, 2008 at http://www.usaid.gov/policy/afr07/oai 0101 html.
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foreign assistance efforts. The Section 1206 program allows the Secretary of Defense to train
and equip foreign military forces to conduct counterterrorism operations or to support military or
stability operations in which the United States participates. The Section 1207 program gives the
Department of Defense the authority to transfer funding to the State Department for
reconstruction, stabilization, and security activities in foreign countries. Both sections of
funding authority have been used heavily throughout Africa, Asia, Central America, and the
Caribbean. Since the enactment of these programs, the Secretary of State has been given the
responsibility of coordinating with the Secretary of Defense in the formulation and
implementation of these programs.

In a December 2006 report by the Senate Foreign Relations Committee Minority Staff they
examined how well the State and Defense Departments were working together to support U.S.
foreign policy goals overseas. The staff found that the number of military and DoD employees
and activities have been greatly increasing, a growing dependence on the military for
traditionally civilian agency projects, and evidence that some host countries may becoming
concerned about the military’s larger footprint in their countries.!

The November 2007 report by the Senate Foreign Relations Committee Minority Staff took a
broader approach by examining the implications of the F Process and the increase in foreign
assistance programs on overseas operations. A number of the key findings were: a lack of
common purpose among agencies and organizations providing aid; poor communication from
headquarters coupled with over centralization; a perception that new foreign assistance programs
cause a decrease in USAID sponsored programs; that USAID personnel are still the critical link
for delivering foreign assistance effectively; and that greater coordination of the various foreign
assistance programs is needed at some embassies.”

Dr. Lael Brainard of the Brookings Institute addressed the challenges of the U.S. foreign
assistance bureaucracy in congressional testimony in January 2008. She argued that the
development mission must be placed at the same level as defense and diplomacy. The conflict
between the Department’s state-to-state focus and development’s need to sometimes work
around, or even in opposition to another government, places the current foreign assistance
bureaucracy in a weak position, given its current subordination to the State Department. Dr.
Brainard also stated that reducing the number of strategic priorities to a more manageable
number will lead to greater unity of effort. She also described the significant workforce issues
confronting USAID. In addition to her observations about the past cuts in USAID staffing, she
also decried USATD’s lack of technical expertise.”

Steve Radelet, a senior fellow from the Center for Global Development, also identified many
organizational problems within the foreign assistance bureaucracy. Closely related to his
concerns about the decreased staffing of USAID, especially during the 1990’s, he is troubled that

2 Embassies as Command Posts in the Anti-Terror Campaign, A Report to Members of the Committee of Foreign
Relations, United States Senate, December 15, 2006,

** Embassies Grapple to Guide Foreign Aid, A Report to Members of the Committee on Foreign Relations, United
States Senate, November 16, 2007,

3 Lael Brainard, January 2008,
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USAID has become a contracting agency that focuses on outsourcing development programs to
private service contractors. He also remains critical of the 2006 F Process at the State
Department for at least three reasons: a large number of programs involved in foreign aid were
not involved in this major reform, Congress was not involved in the reform discussions, and that
the DFA continues to be limited in his/her impact with development policy since it is
organizationally subordinated to the Secretary of State. In addition to his general workforce and
concerns about previous reforms, Mr. Radelet rates the monitoring and evaluation systems for
foreign assistance as weak. These systems appear to be focused on the expenditure of funds
rather than programs meeting strategic or development objectives.”*

Dr. Gerald Hyman of the Center for Strategic and International Studies recently wrote about the
coordination challenges of U.S. foreign assistance, primarily in the F Bureau. He described an
uneasy tension between centralized strategic planning and decentralized implementation. As an
aspect of centralization, the F Bureau created a model to codify and quantify all types of foreign
assistance. It has, in the author’s view, had the unintended effect of making people believe that
foreign assistance is a precise field and can be properly divined without having extensive
knowledge of specific countries. Additionally, this model tends to have those who are stationed
abroad provide extensive operational plans and details to support foreign assistance programs,
often to the detriment of actually carrying out their programmatic responsibilities. However, the
centralized process is an anomaly in terms of how the donor community has been focusing its
efforts in recent years as well as how the U.S. government has historically implemented
assistance, since decentralized efforts have become more commonplace. In addition to his
concerns about centralization, he perceives the relationship between the executive and legislative
branches as poisoned. He wants more attention to be focused on clarifying how far Congress
should go in determining the nature and structure of foreign assistance and also on the need for
the President to consider consulting Congress, as a co-equal branch of government, during major
foreign assistance reforms.”

A Broad Look at Recommendations and Reform

The Center for Strategic and International Studies Commission on Smart Power, co-chaired by
former Deputy Secretary of State Richard Armitage and Dr. Joseph Nye had global development
as one of its five critical areas. The Commission identified three actions which the next
administration should focus on: elevating the development mission to the Cabinet-level; a more
unified approach across all foreign assistance agencies and programs across the U.S.
Government; and locally supported delivery systems which would also include increased
oversight and improved metrics.

* Steve Radelet, Modernizing Foreign Assistance for the 21% Century: An Agenda for the Next U.S. President,
March 2008. Accessed May 29, 2008 at www.cgdev.org.
 Gerald Hyman, Assessing Secretary of State Rice’s Reform of U.S. Foreign Assistance, February 13, 2008.
* CSIS Commission on Smart Power: A smarter, more secure America, Center for Strategic and International
Studies, 2007.
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The Helping to Enhance the Livelihood of People Around the Globe Commission Report on the
Foreign Assistance Reform (Pursuant to Public Law 108-199) identified many foreign assistance
challenges and possible improvements. The primary recommendations applicable to the
organizational aspects of foreign assistance included: strengthening the monitoring and
evaluation, human resources, and procurement capabilities of U.S. Government agencies; the
reorganization of all U.S, international affairs functions into a restructured State Department with
a high-level mechanism to coordinate policy for all agencies providing assistance; and
developing a new relationship between the executive and legislative branches that reflects the
need for greater accountability and flexibility.”’

The Modernizing Foreign Assistance Network released a report in June 2008 which presented a
way ahead for U.S. foreign assistance. All five of the “Core Principles for Developing U.S.
Foreign Assistance” are applicable to the organizational challenges faced by the foreign
assistance bureaucracy. These included: elevating global development as a national interest;
aligning foreign assistance policies, operations, budgets, and statutory authorities; reforming the
organizational structures; committing sufficient and flexible resources with accountability and
results; and partnering with others. The Network also listed four “Priority Actions for
Modemizing U.S. Foreign Assistance.” The actions most applicable to organizational
improvement included: the development of a global development national strategy; creating a
Cabinet-level Department for Global Development with increased human resource and
monitoring capacity; and increasing the accountability of foreign assistance.”®

InterAction, an organization representing more than 165 nongovernmental organization members
focused on helping the world’s poor, presented a rationale for a reorganization of the existing
components of foreign assistance into a new Cabinet-level Department for Global and Human
Development. The seven principals for effective foreign assistance and the need for a new
development provided this basis:

e Poverty reduction must be a primary objective of U.S. foreign assistance;

o Achieving the long-term objectives of global prosperity depends upon sustainable
development as a long-term process, which should not be sidetracked for any short-term
political agenda;

s Cohesion and coherence, in place of current fragmentation, are necessary to achieve the
use of foreign assistance resources;

¢ Building local capacity promotes country ownership and leads to self-sufficiency;

e Harmonize priorities among U.S. government agencies, multilateral institutions and
recipient governments to assure the best use of resources;

Humanitarian assistance programs should continue to be a core part of foreign aid; and
U.S. foreign assistance programs should be under civilian control and run by
development professionals.

Y The Helping to Enhance the Livelihood of People around the Globe (HELP) Commission Report on Foreign
Assistance Reform, www.helpcommission. gov, December 2007.
* New Day, New Way: U.S. Foreign Assistance for the 21* Century, A Proposal from the Modernizing Foreign
Assistance Network, June 2008.
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The enablers of these principles include a sufficient organizational structure, elevation of the role
of the international development function within government, coordination of programs, and the
recruitment and thorough training of U.S. government civilian personnel. Additionally, the use
of the military for development functions should only be used in exceptional circumstances,
More reliance needs to be made upon the civilian workforce in international development.”®

Anne C. Richard, Vice President for Government Relations and Advocacy at the International
Rescue Committee, recently authored an article with Paul Clayman that laid out a “hybrid”
model for the foreign assistance bureaucracy. It consists of four elements. First, they argued for
a National Security Council (NSC) Directorate for International Programs that would improve
government-wide coordination and represent the views of agencies involved in foreign assistance
at White House meetings. Second, they continue to desire a strengthened USAID that would be
supported by more staff and participate at NSC Deputies’ Committee meetings. Third, the State
Department would retain the F Bureau for centralized coordinating, develop a second Deputy
Secretary of State for Foreign Operations, and assign Deputy Assistant Secretaries to each of the
geographic bureaus to serve as the regional foreign assistance coordinators. And fourth, they
urged the creation of a foreign operations board that would meet on a regular basis to discuss
trends and initiatives related to foreign assistance. ™

Dr. Gordon Adams, a Distinguished Fellow at the Stimson Center, argued that foreign assistance,
alongside diplomacy and the military, is one of the main tools the U.S. has to carry out its
national security strategies. He believes a focus on the creation of a new Cabinet-level
department would ultimately be counterproductive. He argued that the F Process better linked
foreign assistance design and implementation, especially at the State Department and USAID,
with national interests. The creation of a new department could weaken this powerful working
relationship, create a department that is maintained at a minimal funding level as it becomes
more marginalized from U.S. foreign policy objectives, and could become a department that has
s0 many competing interests that it becomes unfocused.’

Craig Cohen and Noam Unger, from The Stanley Foundation, argued that civilian capacity
building needs to be a priority in the development function of government. They identified the
most serious problem as a lack of government civilians with the necessary training and expertise.
They recommended building a personnel training “float” which would mean that civilians would
have more time for training outside their normal duties. Also, they suggested a rotation system
to help government civilians develop a broader view of other government agencies and
functions. Among the main gaps and challenges related to the management aspects of foreign
assistance, they listed: development of a grand strategy to guide programs and government
actions; building consensus that development is at the core of U.S. security; coordination among

2 Why the U.S. Needs a Cabinet-level Department for Global and Human Development, InterAction Policy Paper,
June 2008. Accessed July 7, 2008 from www.interaction.org.
¥ Anne C. Richard and Paul Clayman, Improving US National Security: Options for Strengthening US Foreign
Operations, June 2008.
3 Gordon Adams, Getting U.S. foreign assistance right, Bulletin of the Atomic Scientists, May 2, 2008. Accessed
July 11, 2008 at http://www.thebulletin.org.
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the many agencies involved; working with other like-minded governments to leverage resources;
building greater government civilian integration; reviewing the role of contractors; and the
development of measureable goal&32

Both of the Senate Foreign Relations Committee Minority reports cited previously in this memo
provided a number of recommendations. In terms of grappling with the apparent increase in
militarization, Committee staff recommended that: the Secretary of State should have direct
authority over all security assistance, military members work with staff from the Office of the
Director of Foreign Assistance to ensure the best mix of aid to address the terrorist threat, and, in
general, civilian capacity in the area of foreign assistance be increased.” In their later report,
recommendations to improve aid across the government included the development of a national
foreign assistance strategy, making the DFA a Senate-confirmed position, increasing the DFA’s
oversight over all government foreign aid programs, and making the position of Administrator of
USAID separate and distinct from the DFA.*

*2 Craig Cohen and Noam Unger, Surveying the Civilian Reform Landscape, The Stanley Foundation Project Brief,
2008.

3 Embassies as Command Posts in the Anti-Terror Campaign, December 15, 2006.

3 Embassies Grapple to Guide Foreign Aid, November 16, 2007.
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U.8. Global Leadership Campaign (Washington, D.C.)
As Delivered by Secretary of Defense Robert M. Gates, Washington, D.C. , Tuesday, July 15, 2008

Thank you very much for the introductions.

Thank you Condi Rice for the kind words, and above all, for your principled and visionary
leadership of the Department of State.

One of the reasons | have rarely been invited to lecture in political science departments — including
at Texas A&M — is because faculty correctly suspect that | would tell the students that what their textbooks
say about government does not describe the reality | have experienced in working for seven
presidents. Organization charts, institutions, statistics, structures, regulations, policies, committees, and all
the rest - the bureaucracy, if you will - are the necessary pre-condition for effective government. But
whether or not it realfy works depends upon the people and their relationships. For significant periods since |
entered government 42 years ago, the Secretary of State and Secretary of Defense were not on speaking
terms. The fact that Condi and | actually get along means that our respective bureaucracies understand that
trying to provoke us to fight with one another is not career-enhancing. Such efforts still occur, of
course. After all, this is Washington. But the bureaucratic battles are a good deal more covert.

Of course, the human side of government is always a source of both humor and
embarrassment. Will Rogers once said, * don’t make jokes, | just watch the government and report the
facts.” And the conduct of diplomacy, where — as Secretary Rice can attest — protocol and propriety are so
very important, provides an especially fertile ground for amusement.

For example, there was the time that President Nixon met with Israeli Prime Minister Golda Meir,
shortly after Nixon had appointed Henry Kissinger as Secretary of State. With Golda Meir in that meeting
was her very erudite foreign minister, Abba Eban, a graduate of Cambridge. At one point in the meeting,
Nixon turned to Golda Meir and said, “Just think, we now both have Jewish foreign ministers.” And without
missing a beat Golda Meir said, “Yes, but mine speaks English.”

Then there was the time that President Nixon visited ltaly and had a meeting with the
Pope. Kissinger and Nixon had along with them Secretary of Defense Mel Laird, but they decided that Laird
as, in effect, secretary of war shouldn't be invited to meeting with the Pope. So, Nixon the next morning went
in for his private audience with the Pope, and the other Americans waited outside for the general audience.

And who should come striding down the hall of the papal apartments but Mel Laird smoking an enormous
cigar, he had decided he wanted in on the meeting. Kissinger was beside himself, but finally said, “Well, Mel,
at least extinguish the cigar.” And so Laird stubbed out his cigar and put it in his pocket.

The rest of the American party a few minutes later went in to their meeting with the Pope, everyone
took a seat. A couple of minutes into the Pope’s remarks, Kissinger heard this littie patting sound going on,
he was in the second row with Laird on the end, there was a wisp of smoke coming out of Laird’s
pocket. Everything seemed under control. A couple of minutes later, Kissinger heard this loud stapping
noise. He looked over smoke was billowing out of Laird's pocket. The Secretary of Defense was on fire. Now
the rest of the delegation heard this slapping noise, and they thought they were being cued to applaud the
Pope. And so they did. And Henry Iater told us, “God only knows what his Holiness thought, seeing the
American secretary of defense immolating himself, and the entire American party applauding the fact.”

1 am honored to receive this award, and | consider it a privilege to be associated with the United
States Global Leadership Campaign. It is a truly remarkable collection of “strange bedfellows” - from Save
the Children to Caterpillar, from Catholic Relief Services to AIPAC, and even Boeing and Northrop
Grumman. This organization has been a prescient, and often lonely, advocate for the importance of
diplomacy and international development to America’s vita! national interests — and | commaend you for that.

Though my views on these subjects have become better known through recent speeches, in many
ways they originated and were reinforced by my prior experience in government during the Cold
War. Looking back, it is clear that the strength of America’s military forces and intelligence capabilities —
along with the willingness to use them — heid the Soviets at bay for more than four decades. But there was
another side to that story and to that struggle. There was the Agency for International Development
overseeing development and humanitarian assistance programs that improved - if not saved - the lives of
millions of people from disease, starvation, and poverty. Our diplomats forged relationships and bonds of
trust, and built up reservoirs of expertise and goodwill that proved invaluable over time. Countless people in
foreign countries wandered into a United States Information Agency library, or heard from a visiting speaker
and had their opinions about America transformed by learning about our history and culture and
values. Others behind the Iron Curtain were inspired to resist by what they heard on Radio Free Europe and
the Voice of America,

In all, these non-military efforts — these tools of g)ersuasion and inspiration ~ were indispensable to
the outcome of the defining ideological struggle of the 20 century. | believe that they are just as
indispensable in the 21% century — and maybe more $0.

Just last month | approved a new National Defense Strategy that calls upon us to “Tap the full
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strength of America and its people” — military and civilian, public and private — to deal with the challenges to
our freedom, prosperity, and security around the globe.

in the campaign against terrorist networks and other extremists, we know that direct military force
will continue to have a role. But over the long term, we cannot kill or capture our way to victory. What the
Pentagon calls “kinetic” operations should be subordinate to measures to promote participation in
government, economic programs fo spur development, and efforts to address the grievances that often fie at
the heart of insurgencies and among the discontented from which the terrorists recruit. It will take the patient
accumulation of quiet successes over time to discredit and defeat extremist movements and their ideclogy.

We also know that over the next 20 years and more certain pressures — population, resource,
energy, climate, economic, and environmental — could combine with rapid cultural, social, and technological
change to produce new sources of deprivation, rage, and instability. We face now, and will inevitably face in
the future, rising powers discontented with the international status quo, possessing new weaith and
ambition, and seeking new and more powerful weapons. But, overall, looking ahead, | believe the most
persistent and potentially dangerous threats will come less from ambitious states, than failing ones that
canniot meet the basic needs — much less the aspirations - of their people.

in my travels to foreign capitals, | have been struck by the eagerness of so many foreign
governments to forge closer diplomatic and security ties with the United States ~ ranging from old enemies
like Vietnam to new partners like India. Nonetheless, regard for the United States is low among the
populations of many key nations — especially those of our moderate Muslim allies.

This is important because much of our national security strategy depends upon securing the
cooperation of other nations, which will depend heavily on the extent to which our efforts abroad are viewed
as legitimate by their publics, The solution is not to be found in some slick PR campaign or by trying to out-
propagandize al-Qaeda, but rather through the steady accumulation of actions and resuits that build trust
and credibility over time.

To do all these things, to truly harness the “full strength of America,” as | said in the National
Defense Strategy, requires having civilian instifutions of diplomacy and development that are adequately
staffed and properly funded. Due to the leadership of Secretary Rice and before her Secretary Powell, and
with the continuing strong support of the President, we have made significant progress towards pulling
ourselves out of the hole created not only by the steep cutbacks in the wake of the Cold War — but aiso by
the lack of adequate resources for the State Department and the entire foreign affairs account going back
decades.

Since 2001, international affairs spending has about doubled, State has begun hiring again, bilfions
have been spent to fight AIDS and malaria in Africa, the Millennium Challenge Corporation is rewarding
better governance in the developing worid, and Secretary Rice has launched a program of transformational
diplomacy to better posture the diplomatic corps for the realities of this century. The President's budget
request this year, as Condi said, includes more than 1,100 new Foreign Service officers, as well as a
response corps of civilian experts that can deploy on short notice. And, for the first time in a long time, |
sense real bipartisan support in Congress for strengthening the civilian foreign affairs budget.

Shortfalis nonetheless remain. Much of the total increase in the international affairs budget has
been taken up by security costs and offset by the declining dollar, leaving little left over for core dipiomatic
operations. These programs are not well understood or appreciated by the wider American public, and do
not have a ready-made polifical constituency that major weapons systems or public works projects enjoy. As
a result, the slashing of the President’s intemational affairs budget request has too often become an annual
Washington ritual — right up there with the blooming of the cherry blossoms and the Redskin's opening
game.

As someone who once led an agency with a thin domestic constituency, | am familiar with this
dilemma. Since arriving at the Pentagon I've discovered a markedly different budget dynamic — not just in
scale but the reception one gets on the Hill. Congress often asks the military services for lists of things that
they need, but that the Defense Secretary and the President were too stingy to request. As you can imagine,
this is one congressional tasking that prompts an immediate and enthusiastic response.

It has become clear that America’s civillan institutions of diplomacy and development have been
chronically undermanned and underfunded for far too long - relative to what we spend on the military, and
more important, relative fo the responsibilities and challenges our nation has around the world. { cannot
prefend to know the right dollar amount — | know it's a good deal more than the one percent of the federal
budget that it is right now. But the budgets we are talking about are relatively small compared to the rest of
government, a steep increase of these capabilities is well within reach ~ as long as there is the politicat wili
and wisdom to do it.

But even as we agree that more resources are needed, | believe that there is more to this problem
than how much money is in the 150 Account. The challenge we face is how best to integrate these tools of
statecraft with the military, international partners, and the private sector.

Where our government has been able to bring America’s civilian and the military assets together to
support local partners, there have been incredibly promising results. One unheralded example, one you will
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not read about in the newspapers, is in the Philippines. There the U.S. Ambassador ~ Kristie Kenney — has
overseen a campaign involving multiple agencies working closely together with their Philippine counterparts
in a synchronized effort that has delegitimized and rolled back extremists in Mindanao. Having a strong,
well-supported chief of mission has been crucial to success.

The vastly larger, more complex international effort in Afghanistan presents a different set of
challenges. There are dozens of nations, hundreds of NGOs, universities, development banks, the United
Nations, the European Union, NATO — all working to help a nation beset by crushing poverty, a bumper
opium crop, and a ruthless and resilient insurgency. Getting ali these different elements to coordinate
operations and share best practices has been a colossal — and often ali too often unsuccessful —
undertaking. The appointment this spring of a UN special representative to coordinate civilian reconstruction
in Afghanistan is an important step forward. And at the last NATO defense ministerial, | proposed a civilian-
military planning cell for Regional Command South to bring unity to our efforts in that critically important part
of the country. And | asked Kai Eide, when | met with him last week, to appoint a representative to
participate in this cell.

Repeating an Afghanistan or an Iraq — forced regime change followed by nation-building under fire
— probably is unlikely in the foreseeable future. What is likely though, even a certainty, is the need to work
with and through local governments to avoid the next insurgency, fo rescue the next failing state, or to head
off the next humanitarian disaster.

Correspondingly, the overall posture and thinking of the United States armed forces has shifted -
away from solely focusing on direct American military action, and towards new capabilities to shape the
security environment in ways that obviate the need for military intervention in the future. This approach
forms the basis of our near-term planning and influences the way we develop capabilities for the future. This
perspective also informed the creation of Africa Command, with its unique interagency structure, a deputy
commander who is an ambassador not a general, as well as Southern Command’s new orientation and
priorities in Latin America.

Overall, even outside Irag and Afghanistan, the United States military has become more involved in
a range of activities that in the past were perceived to be the exclusive province of civilian agencies and
organizations. This has ied to concern among many organizations ~ perhaps including many represented
here tonight — about what's seen as a creeping “militarization” of some aspects of America’s foreign policy.

This is not an entirely unreasonable sentiment. As a career CIA officer | watched with some dismay
the increasing dominance of the defense 800 pound gorilia in the intelligence arena over the years. But that
scenario can be avoided if — as is the case with the intelfigence community today — there is the right
leadership, adequate funding of civilian agencies, effective coordination on the ground, and a clear
understanding of the authorities, roles, and understandings of military versus civilian efforts, and how they
fit, or in some cases don't fit, fogether.

We know that at least in the early phases of any conflict, contingency, or natural disaster, the 1).S.
military — as has been the case throughout our history ~ will be responsible for security, reconstruction, and
providing basic sustenance and public services. | make it a point to reinforce this message before military
audiences, to ensure that the lessons learned and re-learned in recent years are not forgotten or again
pushed to the margins. Building the security capacity of other nations through training and equipping
programs has emerged as a core and enduring military requirement, though none of these programs go
forward without the approval of the Secretary of State.

In recent years the lines separating war, peace, diplomacy, and development have become more
biurred, and no longer fit the neat organizational charts of the 20" century. All the various elements and
stakeholders working in the international arena — military and civilian, government and private - have
learned to stretch outside their comfort zone to work together and achieve resuits.

For example, many humanitarian and international organizations have long prided themseives on
not taking sides and avoiding any association with the military. But as we've seen in the vicious attacks on
Doctors Without Borders in Afghanistan, and the U.N. Mission in Iraq, violent extremists care little about
these distinctions.

To provide clearer rules of the road for our efforts, the Defense Department and “InterAction” — the
umbrelfa organization for many U.S.-based NGOs — have, for the first time, jointly developed guidelines for
how the military and NGOs should relate to one another in a hostile environment. The Pentagon has also
refined its guidance for humanitarian assistance to ensure that military projects are aligned with wider U.S.,
foreign policy objectives and do not duplicate or replace the work of civilian organizations.

Broadly speaking, when it comes to America’s engagement with the rest of the world, you probably
don't here this often from a Secretary of Defense , it is important that the military is — and is clearly seen to
be ~ in a supporting role to civilian agencies. Our diplomatic leaders — be they in ambassadors’ suites or on
the seventh floor of the State Department — must have the resources and political support needed to fully
exercise their statutory responsibilities in leading American foreign policy.

The challenge facing our institutions is fo adapt fo new realities while preserving those core
competencies and institutional traits that have made them so successful in the past. The Foreign Service is
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not the Foreign Legion, and the United States military should never be mistaken for the Peace Corps with
guns. We will aiways need professional Foreign Service officers to conduct diplomacy in all its dimensions,
to master local customs and culture, to negotiate treaties, and advance American interests and strengthen
our international partnerships. And unless the fundamental nature of humankind and of nations radically
changes, the need — and will to use — the full range of military capabilities to deter, and if necessary defeat,
aggression from hostile states and forces will remain.

in closing, 1 am convinced, irrespective of what is reported in global opinion surveys, or recounted
in the latest speculation about American decline, that around the world, men and women seeking freedom
from despotism, want, and fear will continue to look to the United States for leadership.

As a nation, we have, over the last two centuries, made our share of mistakes. From time to time,
we have strayed from our values; on occasion, we have become arrogant in our dealings with other
countries. But we have always corrected our course. And that is why today, as throughout our history, this
country remains the world’s most powerful force for good — the ultimate protector of what Vaclav Havel once
called “civilization’s thin veneer.” A nation Abraham Lincoln described as mankind’s “last, best hope.”

For any given cause or crisis, if America does not lead, then more often than not, what needs to be
done simply won’t get done. In the final analysis, our global responsibilities are not a burden on the people
or on the soui of this nation. They are, rather, a blessing.

Thank you for this award and | salute you for all that you do — for America, and for humanity.
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New Consensus on Reform and Reinforcement of US Foreign Operations' H1

A number of factors are driving a significant reappraisal of how the US
government engages with the rest of the world. In Afghanistan and Iraq, US-led military
operations confront instability and systemic weaknesses, and US civilian agencies
struggle to address this dynamic. This situation has cast a harsh spotlight on a policy
over recent decades to invest heavily in building the world’s largest and most
technologically-advanced military without a concomitant investment in other tools, such
as diplomacy and foreign assistance.

This disparity, and the need for a remedy, were identified years ago, but recent
events have shown how crippling this choice has been to the conduct of US foreign
policy.

A growing number of Members of Congress, government officials, think tank
analysts, and aid agency leaders are interested in these issues and want to prompt a
change in the US approach. Think tanks are devoting increased attention to the US
national security infrastructure and examining options for changing and strengthening US
civilian agencies. Indeed, at least 40 reports have been issued in recent years with
recommended improvements in US foreign assistance or the conduct of US foreign
relations (a companion paper to this one by Craig Cohen and Noam Unger examines
many of them). To cite a few notable examples, Congressman Frank Wolf (R-VA)
pressed for the creation of a HELP Commission on foreign-assistance reform whose
report, “Beyond Assistance,” has contributed to the foreign aid debate.? Several other
reports, such as the Smart Power Commission’s report, have drawn significant notice
from the press and Congress.’

In addition, senior defense officials — notably Secretary of Defense Gates and
groups of retired Generals and Admirals — have echoed the urgent need to equip the
civilian agencies with enhanced staff and resources. Gates identified several international
programs, including “economic development, institution building and the rule of law,
promoting internal reconciliation, good governance, providing basic services to the
people, training and equipping indigenous military and police forces, [and] strategic
communications,” as essential ingredients for long term success in Irag and Afghanistan.*
The wars in Iraq and Afghanistan have thus highlighted the importance of civilian
agencies to reconstruction and stabilization efforts. Because the civilian agencies receive
limited resources in these areas, however, the Defense Department now runs an
increasing share of the foreign aid program. A number of studies have wrestled with
ways to improve US programs for reconstruction and stability operations—functions

! The term “foreign assistance” refers to US govemment programs to provide grants, loans, and loan forgiveness to benefit citizens of
other countries or their governments. The term *“foreign operations” is used here to mean all foreign aid programs as well as the Peace

Corps and other diplomatic programs, such as public dip] y programs, exct support to UN peacekeeping efforts, and
participation in diplomatic negotiations or conferences.

*“Beyond Assi ", HELP C December 2007,

http:/fwww . helpcommission.gov/portals/0/Beyond%20Assi . HELP_Commission_Report.pdf

® Richard L. Armitage and Joseph S. Nys, Jr., co-chairs, “CSIS Commission on Smart Power: A Smarter, More Secure America”,
Center for Strategic and International Studies, 2007

4 Secretary of Defense Robert M. Gates, Landon Lecture, Kansas State University, Manhattan, Kansas, November 26, 2007,
http://www.defenselink.mil/speech h.aspx?speechid=1199

P
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traditionally led by civilian experts and funded in the international affairs budget. And
these post-conflict functions are, of course, merely one of many modes in which the
United States relates to others around the world.

Most promising of all, the need to renovate and reinvigorate US foreign
operations has been highlighted by the campaigns of the leading candidates for President,
although none of them has laid out a well-developed plan to do so. This essay will build
upon this nascent campaign debate to identify the top policy options for the next
Administration and evaluate how difficult the various proposals would be to implement.
Indeed, there are far more options being discussed than can be sensibly implemented and
some are mutually exclusive. We will evaluate the likelihood of implementing the major
options, and narrow our discussion in this brief essay to those options we believe would
be important to consider early in an Administration.

Because US foreign assistance programs have been so prominent in the debate,
we will focus on two main options for reinvigorating the foreign assistance apparatus that
have emerged. One is the call for a new cabinet-level agency for development, and the
other is a recommendation to use the State Department’s current “F process” as a basis
for improving coordination across agencies that deliver assistance. This paper will
analyze the strengths and weaknesses of each idea. In the end, we recommend a “hybrid
model” that combines the best aspects of both without creating major new departments
and with some consolidation of development agencies. The hybrid model also would
equip key personnel with the responsibility and capacity to coordinate, plan and oversee
international programs. These officials would be well situated to evaluate further options
for improving US foreign operations and make recommendations. In other words, these
steps would be viewed as precursors and groundwork for further action. Unlike many
other options, this hybrid model would not require new legislation, which means it could
be implemented rather quickly. Even so, we strongly support extensive congressional
consultations, which are a key element of any effort to reform foreign assistance.

Given how the next administration’s policy agenda will inevitably be shaped by
the current political campaign, it is worth reviewing the foreign policy goals and
positions on which the top contenders campaigned (at least up to the spring of 2008).°

Global Engagement With A Purpose H1

Since the government’s international affairs agencies are instruments through
which the United States pursues its interests and aims, they must be guided by clear
objectives. What is America’s national security strategy for global engagement? What is
the best mix of US presence and programs abroad to project American values and protect
national interests? This paper does not propose a new national security strategy, but a
new Administration must articulate one, and provide a coherent vision of priorities for

* Most of this paper was drafted before Senator Clinton ended her campaign. Her proposals are incladed because they were fairly
extensive, have a profile that puts them higher on the agenda than others in policy circles, and aspects could end up being considered
by the future President.
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US foreign policy. A clue to what strategy the next president might embrace can be
found in the statements the candidates made as they sought the office.

A coherent strategy does not necessarily mean condensing US national security
priorities, goals and objectives into a simple catchphrase. US national interests are broad
and varied, so it is no surprise that a Brookings study identified some fifty objectives for
US 2id.® To some, the large number of objectives and international affairs budget
accounts are evidence of confusion and poor coordination. The United States has
relations with—and Americans have interests in—nearly every country on the globe. US
government engagement with the rest of the world naturally will be multi-faceted and
complex. It is indeed important to have priorities, but narrowing the list to too few
objectives may result in neglect of key foreign policy objectives that are important to
American society and its interests.

Even so, it is hard to deny that all of this complexity makes it difficult to convey
foreign policy goals and budgets to senior officials, the media and the public—and to
justify all of it to Congress.

Yet the emerging consensus among policy analysts on the need to improve the
conduct of US foreign policy is shared to a striking degree by the three Senators who
emerged as the top candidates for the Presidency in spring 2008: Republican Senator
John McCain and Democratic Senators Barack Obama, and Hillary Clinton. All of the
main candidates for the Presidency in 2008 have spoken similarly about the need for
changes in US national security and foreign policy.

Even a cursory review of diplomatic and development priorities endorsed by all
three of them shows how much diplomatic heavy lifting will need to be done regardless
of who is elected. (Of course the policy areas in which the candidates differ, such as Irag,
will place their own demands on the system.)

1) Reviewing foreign assistance in order to find a more effective and coordinated
way of engaging with other countries. Senator McCain called for a civilian
follow-on to the 1986 Goldwater-Nichols Act in order to ensure that civilian and
military agencies work better together,

2) More diplomatic engagement with other countries to reverse the recent over-
reliance on military power,

3) Unwavering support for Israel’s right to exist, to defend itself and for greater
efforts to bring peace to the Middle East. (They differ in their rhetoric on how to
deal with Iran.)

4) Strengthened ability to rebuild war-torn societies. Senator McCain focuses on
energizing and expanding post conflict reconstruction capabilities of civilian
agencies and Senator Obama would invest in the US civilian capacity to operate
alongside the US military in post-conflict zones and on humanitarian and
stabilization missions, while Senator Clinton called for an “interconnected
strategy that takes into account political, economic, diplomatic and military
concerns.”

© Lael Brainerd, Editor, Security by Other Means, Brookings Institution Press, 2007, annex B, pp. 343-344.

4
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5) Continuation and expansion of President Bush’s programs to fight HIV/AIDS
overseas. Senators Clinton and Obama would commit $50 billion to the program
($10 billion per year for five years to 2013). Senator Clinton would train 1
million health workers in Africa. Senator Obama would increase US
contributions to the Global Fund to fight HIV/AIDS, TB and Malaria.

6) Engagement with Africa on a broader agenda, not just responding to humanitarian
crises. The three candidates went so far as to issue a joint statement on the
Darfur crisis. All three presidential candidates also bemoan the neglect of
relations with Latin America.

7) Responding to climate change with serious action — such as a cap and trade
system for carbon emissions- and re-engaging internationally on the issue.
Senator Obama would create a new Global Energy Forum comprised of the
world’s largest greenhouse gas emitters, and this would in turn create a Global
Energy and Environment (GEE) Initiative to engage developing countries.
Senator Clinton calls for formal links between the International Energy Agency
and China and India and creating an “E-8” international forum modeled on the G-
8. This group would be comprised of the world’s major carbon-emitting nations
and hold an annual summit devoted to international ecological and resource
issues.

8) An improved effort in conducting public diplomacy. Sen. McCain is on record
for re-establishing USIA and Senator Obama would like to see a new American
Voices Corps.

9) Greater US use of multilateral organizations.”

Several of these shared policies (1, 4, 5, 6 and 7) touch on US policies and
programs for international development and all of them would require resources from the
international affairs budget.

Both Democratic Senators would like the US to do a better job coordinating our aid with
contributions made by other major donor governments. Each also pledged to consider the
creation of a Department for Development—although both stop short of a definite
commitment.

Senator Clinton would “spend an additional 1%” of the US Federal budget on aid
programs (essentially doubling it) and Senator Obama pledges to double the size of the
foreign aid budget and double the size of the Peace Corps — slightly different ways of
articulating the need to greatly expand existing resources. They do not specify how the
money would be allocated among existing programs.

7 Al three candidates propose greater US use of multilateral organizations, but have slightly different approaches. The Democratic
candidates have called for reforming and making greater use of existing multilateral mechanisms. Senator Clinton would like to see
the International Labor Organization used as a tool for enforcing labor standards. Senator Obama wants to see changes in the
govemance of the World Bark and IMF. Senator McCain, on the other hand, would build a new organization of democracies, calied
the League of Democracies. The idea of a Community/Concert/League of Democracies has a history that pre-dates the McCain
campaign and has been supported by Democrats and Republicans alike. See Jackson Diehl, “A ‘League” by Other Names”,
Washington Post, May 18, 2008, p.A17, http://www.washingtonpost.conywp-
dyn/content/article/2008/05/18/AR2008051801909.htm! and follow-up letter to the editor by Richard Rowson, President of the
Council for a Community of Democracies, May 24, 2008 at http://www.washingtonpost.com/wp-
dyn/content/article/2008/05/23/AR2008052302586 htmi
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Some donor countries use the Millennium Development Goals as the organizing
principle for their development aid programs, and Senator Clinton and Obama affirmed
their support for the goals, with Senator Obama pledging to adopt the entire set as
America’s goals. In adopting the goals in 2000, world leaders pledged to: (1) eradicate
extreme poverty & hunger; (2) achieve universal primary education; (3) promote gender
equality and empower women, (4) reduce child mortality; (5) improve maternal health;
(6) combat HIV/AIDS and other diseases; (7) ensure environmental sustainability; and
(8) build a global partnership among major aid donors for development. While some in
Congress have distanced themselves from an approach they view as multilateral and UN-
driven, on their merits the eight are ambitious and worthy and highlight a number of
problems on which the United States already is a leader.

Beyond the broad pledges and statements outlined above, the candidates do not go
into finer detail on their proposals. What is clear, though, is that all of the leading
Presidential candidates see the need to use civilian agency talents and resources to help
bring about peaceful resolutions to conflicts and to re-establish America’s engagement
with and standing in the world. (See also Annex 111, a detailed chart quoting and
comparing statements of the Candidates.)

Initiatives During the Bush Administration H1

The terrorist attacks of September 11, 2001 set off sweeping changes in the US
government, including creation of the Department of Homeland Security and passage of
the USA Patriot Act. The initial impact on US Foreign Operations was exactly as could
be expected—heightened security at Embassies and increased aid to allies in “the war on
terror.” The US-led invasion of Afghanistan and, later, Iraq also required increased
programs to reconstruct the countries.

The first real innovation by President Bush was his announcement of a new
Millennium Challenge Account in March 2002 before the UN Summit on Financing for
Development in Monterrey. To manage this fund, a new agency, the Millennium
Challenge Corporation, was created. It was received with mixed reviews: supporters
were excited by the President’s commitment to the principle that development is best
carried out by countries that adopt political and economic reforms and invest in their own
citizens. Supporters of USAID, on the other hand, were dismayed that the new aid
program was set up as a separate agency. The Administrator of USAID had to fight for a
seat on the MCC’s governing board and was no longer the unrivaled voice of US
development policy in meetings with international counterparts. Other development
organizations and advocates accepted and even supported the new MCC on the
understanding that any resources devoted to it would be additional to—and not at the
expense of — existing development programs. Some in Congress moved quickly to
authorize the new organization; others were critics, and complained that the new agency
was slow to get organized and to enter into agreements with developing countries called
“compacts.”
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As of spring 2008, 16 countries have been awarded $5.5 billion in compacts and
another 18 have benefited from $400 million through a newer MCC program to help
“threshold countries” get to the point where they would qualify for compacts. Its
commitments to existing partner countries means that its programs will need to continue
into the next administration. Whether the MCC should remain a free-standing entity,
though, is a valid question, especially since it relies greatly on USAID for administrative
support and help overseas.

President Bush introduced two other signature aid initiatives during his term—
the President’s Emergency Plan for Aids Relief (PEPFAR) and the President’s Malaria
Initiative (PMI)—which taken together have changed the way the US engages in Africa.
Today most of the aid money to Africa is to fight HIV/AIDS.

When aid for reconstruction in Afghanistan and Iraq are added to increases in aid
to allies in the war on terrorism and Presidential initiatives to spur economic growth and
fight disease, it is clear that the Bush Administration added major increases to US foreign
aid levels. The growth in the foreign aid budget has amounted to 55% (in constant
dollars) since the end of the Clinton Administration and is likely to end up as a 64% total
increase before the end of fiscal year 2008.2

‘While President Bush’s initiatives have been generally well received, non-
governmental organizations that implement aid programs have been distressed with the
uneven manner in which the aid was distributed—with large aid projects in some
countries, while the needs of vulnerable people that do not fit easily within the initiatives
go unaddressed. There is also widespread concern that US foreign assistance is spread
across too many budget accounts and carried out through too many agencies and
departments with inadequate coordination.

An example of a less successful aid initiative was the new State Department
Office of the Coordinator for Reconstruction and Stabilization (S/CRS), which was
created in 2004 to strengthen U.S. Government civilian capability to manage stabilization
and reconstruction efforts in conflict-ridden countries (and prevent conflict where
possible). Congress authorized the reprogramming of funds to create S/CRS, but did not
appropriate adequate resources to run the office. Funds for salaries were scraped
together, detailees were reassigned from other offices, and program money for S/CRS
ended up being authorized in the Defense Department’s budget. Section 1207 of the
Defense Authorization Act allowed S/CRS to tap DOD resources for its work ($5 million
in FY 2006 and $99.5 million in FY 2007). The Combatants” Emergency Response
Program (CERP) was also set up to give the regional military Combatant Commanders
funds to use for quick-impact projects in the field.

None of this augured well for a robust civilian capacity, and the senior Pentagon
leadership came to realize that if the civilian agencies were not able to meet stabilization

* Thanks to Larry Nowels for providing this data.
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and reconstruction needs, the military would have to be prepared to compensate.” DoD’s
growing funding of and influence over foreign aid programs is opposed by many at the
State Department and those in Congress with responsibility for State, USAID and other
foreign aid programs. Many aid agency partners are also uncomfortable with the growing
militarization of US foreign assistance and few aid agencies are willing to accept DoD
funds directly.

In 2006, Secretary of State Rice launched a Project entitled “Transformational
Diplomacy” in a speech at Georgetown University.'® Rice defined the objective of
transformational diplomacy as “to work with our many partners around the world, to
build and sustain democratic, well-governed states that will respond to the needs of their
people and conduct themselves responsibly in the international system.” She laid out the
need to: reposition foreign service posts from Washington and Europe to other regions,
use smaller offices (American presence posts) or no office at all (virtual presence posts
using the internet), embrace regional partnerships, encourage diplomats to work more
closely with the military, enhance the Office of Reconstruction and Stabilization at State
(including an ability to assemble and deploy civilian experts to post-conflict operations ),
send more diplomats into the field and especially to hardship posts, train them with new
expertise (rule of law, entrepreneurship, health care delivery and education), and train
record numbers of officers in difficult languages like Arabic, Chinese, Farsi and Urdu.

Her speech was followed by a series of other announcements, most immediately
the appointment of then-PEPFAR head Randall Tobias to the new position of Director of
Foreign Assistance, which was dual-hatted with the job of Administrator of USAID and
at the same bureaucratic level of the Deputy Secretary. The impetus for this particular
change reportedly came when Secretary Rice could not get a clear answer about how
much democracy funding the US government spent. Tobias merged the budget staffs at
USAID and State into one budget, performance planning and results monitoring
organization known as the Office of the Director of Foreign Assistance, or the “F
Bureau.” He vowed to improve operations and to do a better job tracking aid
expenditures. One of its first acts was to develop a matrix or “Strategic Framework” that
assigned aid to one of five transformational diplomacy objectives: (1) Peace and
Security, (2) Governing Justly and Democratically, (3) Investing in People, (4) Economic
Growth and (5) Humanitarian Assistance. Aid was further allocated to countries, and
every aid recipient country was assigned one of five categories:

* Rebuilding States H3— Countries in, or emerging from, and rebuilding after
internal or external conflict.

* Developing States H3-— Countries with low or lower-middle income, not yet
meeting certain economic and political performance criteria.

® This concept was included in DOD directive 3000.05, entitled “Military Support for Stability, Security, Transition, and
Reconstruction (SSTR) Operations™ and 1ssued November 28, 2005. This document establishes DoD policy and assigns
responsibilities within DoD for planning, training, and preparing to conduct and support stability operations.

g v of State Condol Rice, “Transformational Diplomacy”, Georgetown University, Washington DC, January 18, 2006,
hup://www.state.gov/secretary/rm/2006/59306.btm See also description of effort by Kennon H. Nakamura and Susan B. Epstein,
“Diplomacy for the 21™ Century: Transformational Diplomacy”, CRS Report for Congress RL 34141, Congressional Research
Service, August 23, 2007, http://fas.org/sgp/crsirow/RL34141.pdf
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e Transforming States H3— Countries with low or lower-middle income, meeting
certain economic and political performance criteria.

o Sustaining Partnership States H3— Countries with upper-middle income or
greater for which U.S. support is provided to sustain partnerships, progress, and
peace.

s Restrictive States H3— Those countries where the State Department or Congress
has determined that serious freedom and human rights issues are of concern.

A sixth category was added to accommodate programs that did not fit the framework and
its focus on bilateral programs:
* Global or Regional Programs H3 — This category is for assistance programs that
extend across country boundaries.

The attempts to apply the principles of transformational diplomacy to the
development budget got off to a rocky start. Ambassador Tobias was faulted by
Congress and outside groups for not sufficiently consulting with them before embarking
on changes. The original matrix was changed not only to capture the regional nature of
some programs but also to include alleviating poverty as an overall goal - an egregious
omission to many development specialists. The time span for introducing changes was
compressed to catch up to the fiscal year 2008 budget process, a process that was already
underway. Personnel at Embassies and USAID missions objected to a lack of input into
the new process and initial budget allocations. Tensions had already arisen between “F”
and Congress when Ambassador Tobias resigned in April 2007 M

This combined staff has developed a truly unified budget presentation for State
and USAID. Its setbacks include an exaggerated sense of the importance of the
framework document itself and a failure to achieve true long-range strategic plans. Now
that the end of the Administration is near, several offices (including the F bureau, the
office of the Undersecretary for Management (M) and the Office of Policy Planning (S/P)
are engaged in a major budget planning drill designed to produce a serious budget for
State/USAID. For the first time, the policy planning office seeks a five-year strategic
plan/budget to accompany the annual budget.

Also as part of the transformational diplomacy effort, a group of distinguished
Americans were asked to serve as an Advisory Committee on Transformational
Diplomacy. Their report, issued in January 2008, called for increasing the available
financial and human resources, streamlining the organizational structure with less
hierarchical decision-making to equip officials closest to a given issue with greater
authority and shifting the State Department’s emphasis from one of process to one of
results.

Of the many outside groups that have recently looked at foreign aid, one had the
distinct status of having been created by act of Congress, the bipartisan Helping to
Enhance the Livelihood of People around the Globe (or HELP) Commission proposed by

! Tobias resigned abruptly after admitting his name turned up as a patron of an escort service/prostitution ring.

9
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Rep. Frank Wolf. This group of distinguished Americans from across the political
spectrum made a number of recommendations:

» Rewrite the Foreign Assistance Act
Do more to help developing countries build vibrant private sectors
Create a new business model and engage new non-governmental partners
Align America’s trade and development policies
Strengthen the management capacity of our nation’s assistance agencies
Reorganize all U.S. international affairs functions
Determine funding from the bottom up, based on the needs and commitment of
developing countries and on the national and security interests of the United
States

Strengthening the US Government for International Engagement: Current
Proposals H1

Given the current favorable conditions for serious action—the numerous
constructive proposals from commissions, advocacy groups and think tanks, and the clear
signals from the leading Presidential candidates of both major political parties—what is
the best way for a new Administration to strengthen and fund the civilian institutions that
carry out foreign operations? On the biggest question of organizational structure for
foreign aid, most analysts seem to fall into two camps: creation of a cabinet-level
Department for Development or strengthening capability within the current structure,
centered on the State Department.

Cabinet-level Department for Development H2

The idea of establishing a separate, Cabinet-level Department for Development
has been proposed by several leading analysts. This proposal was discussed (but not
unanimously endorsed) in the reports of both the HELP Commission and the Smart
Power Commission (the latter recommended “a cabinet-level voice for global
development”), and has proponents at the leading think tanks and among prominent
individuals, such as former USAID Administrator Brian Atwood.'? It has been formally
endorsed as a top goal by the board of Interaction, the main NGO association for more
than 170 relief and development organizations as well as the Modernizing Foreign
Assistance Network.”® Such a Department would bring under one roof the existing
USAID programs, PEPFAR (President’s Emergency Plan to Fight AIDS), the President’s
Malaria Initiative, and the Millennium Challenge Corporation. Steve Radelet of the
Center for Global Development also proposes to shift the Treasury office that liaises with
the Multilateral Development Banks to the new department. An Interaction proposal also
recommended shifting refugee programs now housed at the State Department and chiefly
carried out through multilateral organizations and non-governmental organizations to a
new development department.

2 See Brian Atwood’s June 25, 2008 testimony to Congress at http://foreignaffairs. house.gov/1 10/atw062508.pdf

¥ See materials at www.interaction.org (http://interaction.org/library/detail.php?id=6304) and Modernizing Foreign Assistance
Network, “New Day, New Way: U.S. Foreign Assistance for the 21 Century”, June 10, 2008.
(http://interaction.org/library/detail php?id=6288)
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The strongest arguments for a stand-alone Department for Development
empbhasize the need to strengthen development as a tool of US national security and
foreign policy and to have a development leader present in high-level national security
discussions. The Bush Administration listed development as a key third element (called
the third “D”) along with diplomacy and defense in its National Security Strategy, but
many believe that not enough was done to strengthen this important element.

Development is a distinct professional field; its experienced technical experts are
not interchangeable with international affairs generalists or diplomats. The long-term
nature of economic growth and development also requires patience, commitment, and
longer planning horizons. US development efforts face additional challenges associated
with USAID’s organizational handicaps — having been weakened by years of dwindling
operating budgets, frequently shifting priorities and earmarks, too few staff overseeing
too many contractors, and a cohort of senior professionals that are retiring en masse. Too
much of the agency’s energy went to fending off absorption by State in the mid-1990s
and more recently to abrupt changes resulting from the “F” process. According to
Brookings Vice President, Lael Brainard, “a new, empowered department of global
development...[would come closest] to achieving key principles of aid effectiveness.
Only a new cabinet agency will be able to boost the stature and morale of the
development mission and attract the next generation of top talent within the US
government.”"* Advocates see development as a specialized area that should not be
second-guessed by people who are not experts. Another point in support of this idea is
the successful precedent of the UK’s Department for International Development (DFID),
which is widely recognized as one of the best development agencies of the major donor
governments.

Strengthen Foreign Assistance Coordination through State/USAID Reform H2

On the other side of the argument, House Foreign Operations Subcommittee Chair
Nita Lowey recently expressed reservations about refashioning USAID into a new
cabinet-level agency—believing that such an effort would detract from badly needed
coordination and restructuring US foreign assistance programs. Similarly, Peter
%\S/IcPherson, former Administrator of USAID, recently testified in opposition to the idea.

Professor Gordon Adams, the former senior OMB official for both defense and
international affairs budgets, argues that creating an additional cabinet department would
further divide the civilian toolkit in two counterproductive ways.'® It would split the
foreign assistance portfolio, putting some aid programs in a new department, but leaving
others at State. This would only make it harder to preserve a crucial connection between

" Lael Brainard, "Orgamzmg Foreign Assistance” in Lael Brainard, editor, Security by Other Means, Brookings Institution Press,

2007, pp.62-63
'* See Peter McPherson’s June 25, 2008 testimony to Congress at hitps://www.nasulge.org/NetCommunity/Document. Doc?id=957
1 Gordon Adams, “Don’t Rei the Foreign Assi ‘Wheel”, Foreign Service Journal, March 2008, “Rebalancing and

Integrating the National Security Tootkit”, Testimony before the Senate Committee on Foreign Relations, April 24, 2008, and
personal correspondence.
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US foreign assistance programs and the strategic objectives of US foreign and national
security strategy, potentially creating a constant tension between “a new department with
some of the foreign assistance dollars and the oldest Department in American
government” which is responsible for implementing foreign policy. There would be
inevitable duplication and friction as development activities are managed apart from aid
programs that remain at the State Department, exacerbating the problem of coordinating
overall U.S. foreign assistance. By treating development, an important objective of U.S.
policy, as separate from other foreign assistance, bureaucratic duplication would only end
up weakening both.

Adams has argued for stronger coordination and budget planning through the
Office of the Director of Foreign Assistance. In his view, the linkage between
foreign policy and foreign assistance programs is a critical to the effectiveness of US
policy. The recently created State Department Office of the Director of Foreign
Assistance represents, he thinks, the “first institutionalized, comprehensive, leadership-
supported, strategically-driven effort to coordinate State and USAID's foreign assistance
resources.”

While acknowledging that the first year of the F process has had severe
weaknesses, Adams argues that it should be improved and built upon, not abandoned. In
his view, the keys to more effective foreign aid and operations are: increased
transparency on the part of State/USAID as well as the Congress, more input from
embassies and missions themselves into the plans and priorities, strengthened capacity for
budgeting and planning in State's regional bureaus, stronger institutionalization of the
planning process, and sustained White House attention on foreign assistance
priorities. Adams predicts that allowing the F bureau to languish coupled with a long—
likely unsuccessful—effort to create a separate department will only spur further
migration of foreign affairs leadership from civilian agencies to the Defense Department.
“Whatever structure emerges [from a redesign of civilian agencies] has to be able to deal
with the full range of foreign assistance programs, not just development programs,”
Adams says.

Secretary of State accountable for all Foreign Assistance H2

A recent report from the minority staff of the Senate Foreign Relations Committee
(SFRC) on the implementation of foreign assistance through Embassies also offered
recommendations for fixing the aid bureaucracy.'” The SFRC staff proposals emphasized
the harmonization of aid with overall foreign policy. They called for the Secretary of
State to provide strategic direction, transparency and top-level accountability to foreign
assistance. Additionally, the Director of Foreign Assistance should be a Senate-
confirmed position at the deputy secretary level, responsible for refereeing budget
disputes at the strategic level. The position of Administrator of USAID should be
restored to its former status as a separate position from the DFA.

v “Embassies Grapple to Guide Foreign Aid”, a report to Members of the Committee of Foreign Relations, US Senate, November 16,
7,
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Similarly, the Advisory Committee on Transformational Diplomacy was explicit
in wanting to strengthen the State Department. The committee’s January 2008 report
emphasizes State’s role: “the Department of State is uniquely responsible for the broad
range of US international interests and is accountable to the President for ensuring that all
US Government (USG) non-combat efforts overseas support American foreign policy
objectives.”*® It calls for State to lead in the development of an integrated Foreign
Affairs Strategic Plan and integrated budget, working closely with the NSC and OMB

HELP Commission Split: Department for Development or Super State Department?
H2

On the question of whether to create a new agency or augment the State
Department’s role, the HELP Commission’s membership was divided. While four
Commissioners backed a new Department for Development, the majority called for the
creation of a completely revamped State Department (they refer to it as the International
Affairs Department for convenience sake, but the idea amounts to a strengthened, super
State Department). This state department would have an office of the Secretary at the
top, comparable to the Office of the Secretary of Defense at DoD. Major parts of the new
department would be devoted to: diplomacy, trade and development, public diplomacy,
humanitarian aid and consular matters. Similar to inter-service “jointness” emphasized
by the military in the last two decades, steps are recommended to ensure the various
pieces work together — such as a requirement for personnel to rotate through at least one
other part before being promoted into senior positions.

Recreate USAID as leading Development Agency H2

Professor Carol Lancaster, a former official at State, USAID and OMB, has
published an excellent book on Bush Administration aid policies.” In its concluding
chapters, she examines three options: a Department of Development; merging USAID
into State; or leaving USAID as a sub-cabinet agency into which several other aid
programs would be merged. Lancaster doubts that a new President will spend the
political capital necessary to create a new development department, and she foresees
formidable Congressional and other resistance to a full merger between USAID and
State. For these reasons, she suggests combining bilateral aid programs into a sub-cabinet
level USAID as the most practical way to achieve organizational reform at an affordable
political cost.

Mirroring the Defense Department H2

Some suggest that, given the military’s reputation for organizational management,
civilian capacities should be structured to mirror the defense department. This idea is
reflected in several recent proposals. The majority of the HELP Commission suggested
folding civilian agencies under the Office of the Secretary of State, the way the Defense

1% “The Secretary of State’s Advisory Committee on Transformational Dipl y”, Office of the Secretary, US Department of State,
January 2008, page 5. hitp://www.state.gov/documents/organization/99903 pdf
' Carol Lancaster, George Bush's Foreign Aid; Transformation or Chaos?, Center for Global Development, Washington, DC, 20008.
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Department’s Office of the Secretary of Defense (OSD) manages a number of
subordinate agencies. Others have argued that the State Department’s regional bureaus
should be organized geographically to match up with the command areas of the
combatant commanders. Yet these rather simplistic approaches fail to account for the
large disparity in resources between the organizations and their very different missions.

White House Coordination of National Security H2

Even though they differ on the issue of a cabinet-level Department of
Development, both the Modemizing Foreign Assistance Network and Gordon Adams see
an urgent need for the White House to coordinate broader national security efforts. The
Network’s report calls for a strong “whole of government” coordination function in the
Executive Office of the President and states that it would be “an essential complement to
the effectiveness” of a new Department for Global Development. Adams states that it is
critical for the NSC together with OMB to play a more active role in strategic planning
and guidance.”® He calls for a consistent approach that reviews national security issues
across the international affairs, defense and homeland security agencies. By adding staff
to both organizations, Adams recommends that NSC and OMB lead a Quadrennial
National Strategy Review (QNSR) and produce biennial, classified National Security
Planning Guidance to agencies that would also serve as the basis for an annual, integrated
national security budget.

Weighing the Options H2

Advocates of a new Department for Development tend to focus on US
development assistance without accounting for the many other foreign
assistance/international programs. They do not, for example, address military assistance
and other foreign aid programs that do not fit within the definition of official
development assistance. Few discuss how to improve the relief and humanitarian
programs now split between USAID and State and Defense. Opponents of the
Department for Development seek a “strong center” for coordination and leadership of
the full range of US foreign aid outside of USAID. Some would establish a coordination
mechanism at the White House, doubting the State Department’s ability to lead on
foreign aid. Another group sees more harm than good from a separate USAID
independent from the State Department. Clearly most of the legislation that governs the
international affairs agencies acknowledges the Secretary of State’s role in overall
leadership of foreign policy and the need for other agencies to adhere to that policy.

Regardless of the need to give development issues more attention and priority at
the Cabinet level, creating a new Department is at best a partial solution and will not
resolve the lack of coordination and direction in US foreign operations. It is hard to
imagine a serious candidate for Secretary of State taking the job if it entailed a regular
battle with the Department for Development over policy and resources. Such strife

* Testimony, April 24, 2008, pp. 17-19. This concept of greater NSC mvolvement in i ing and national security resource
Hocation was also ded by the CSIS “Beyond Goldwater-Nichols” project, See Clark Murdoch Michele Flournoy, et. al.,
Beyond Goldwater-Nichols Phase H Report, 2005, http://www.csis.org/media/csis/pubs/bgn_ph2_report.pdf

a
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would not serve the President, who will want to pursue a coordinated, cohesive foreign
policy.

Given these various ideas and proposals, the next Administration will need to
decide whether to: build on the current effort; elevate and empower USAID as a separate
Cabinet-level department; or try to enhance and improve USAID’s effectiveness as sub-
cabinet agency. A decision must also be made about whether to keep the F office
responsible for administering the foreign assistance budget across State and USAID, or to
expand its oversight to other funds and agencies that implement foreign assistance
programs (it already has the authority to coordinate efforts of other agencies).”’ Another
question is whether to have one person in charge of both the F bureau and USAID, or to
have two people in those jobs.

Strengthening the US Government for International Engagement: the Hybrid
Model H1

Given the political and practical difficulties in implementing the approaches
discussed above, and with a view to offering an option that we believe is achievable
within the first 90 days of a new administration, we propose another model, which we
call the “hybrid model.” We believe this model combines the best ideas from the leading
options cuarrently being discussed. The hybrid model would have four important
components: {A) a new directorate on the National Security Council staff to coordinate
foreign assistance and international programs across the international affairs community;,
(B) a modernized and strengthened USAID to lead on US relief and development
programs; (C) improved oversight and management of foreign operations at the State
Department, including effective use of the “F” office and appointment of regional bureau
Deputy Assistant Secretaries to fund and allocate aid across various programs; and (D)
periodic meetings of agency and department heads to discuss foreign assistance, modeled
on the existing MCC board.

Establish NSC Directorate for International Programs H2

A new NSC directorate would provide significantly greater visibility,
accountability and coordination for the President with respect to foreign assistance. It
would work to link all foreign assistance programs (across the entire US government) and
operations of the international affairs agencies to White House policy deliberations.

Such an office would heighten the profile of the work of these agencies, help make their
views known and play a key role in reconciling major disagreements.

The NSC senior director for foreign operations would have the following to-do
list:

o Conduct a review to determine what authorities are needed to fold significant
development programs like MCC and PEPFAR into USAID. Develop
recommendations about which State Department foreign assistance programs

' According to Brainard, there are 19 US government departments or agencies that play roles in foreign assistance.
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to place within USAID’s area of responsibility, and whether to expand its role
in a number of global areas, including relief, disease prevention and
democracy promotion.

o Examine the balance between multilateral aid mechanisms and bilateral
assistance.

» Examine options for the Administration to launch a major expansion of the
Peace Corps.

The same directorate could consider other changes to US international programs not
discussed in this paper, but suggested as options in several important reports:

¢ Revisit the roles of USAID/OTI and State/S/CRS and consider the best way
for the USG to field civilians to carry out programs in countries with a large
USG military presence. (This recommendation assumes that this type of US
involvement in foreign countries will be the exception in future years and not
the norm around which large new structures should be built. See Gordon
Adams on this topic.”?)

¢ Guide the development of an inter-agency plan not just to hire more people
for the international affairs agencies but also to get the most needed skill sets.

e Undertake a major review of theApril 1999 incorporation of USIA into State
and consider the costs and benefits of this merger. Task the State Department
to develop options for the future of public diplomacy. Any review of options
should reflect the views of relevant stakeholders and experts.

For this directorate to work as an influential coordinating body, it would need a
staff of experienced, senior-level personnel with years of government or field service and
expertise in foreign assistance and other international programs. And they would have to
act as true “honest-brokers” in preparing decisions for the President—ensuring that every
agency has an ample hearing, particularly during deliberations on the annual budget.

Strengthen USAID H2

The second element of the hybrid model- and of vital importance — is a
strengthened, modernized, and well-resourced USAID that draws together the best
possible team of development professionals to tackle global threats to economic growth
and development. This newly empowered agency would provide advice and guidance to
the White House, NSC, embassies, other agencies and field experts serving overseas, and
would oversee and coordinate development projects in the field. The Administrator of
USAID would be the recognized lead on Development policy, have a seat at every
relevant meeting of the Deputies committee, and represent the US government at
international conferences on development issues.

In addition, USAID would take the lead on humanitarian relief (including refugee
programs), transition initiatives, efforts to boost democracy as well as programs currently

# Gordon Adams, April 24, 2008 testimony, pp. 9-17.
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carried out by MCC and PEPFAR. In theory, USAID could take responsibility for
Haising with and funding the multi-lateral development banks, the UN Development
Program, other UN development bodies, and UN High Commissioner on Refugees
(UNHCR). The Administrator would be responsible for appointing a senior official to
lead international crisis response during times of emergency. USAID development
experts would staff and run missions abroad. As is already the case, the USAID Mission
Director would be a member of the Ambassador’s country team in-country. It should be
stressed, though, that this proposal will only work if USAID is provided sufficient staff to
actually run programs. Effective coordination will depend on the agency’s active and
constructive cooperation with other agencies. It will, for instance, need to share
information about its plans and budgets in a timely way for review by the NSC
directorate and the State Department, and build a reputation for excellence in Washington
—not just in the field.

Strengthen State Department H2

Our third recommendation is to reform and strengthen the role of the State
Department in foreign assistance. This reform would require three steps:

1) appoint a second Deputy Secretary of State for Foreign Operations, dual-
hatted as the USAID Administrator, with primary responsibility for
foreign assistance (and possibly State operations, as well);

2) fully use and expand the capabilities of the existing Office of the Director
of Foreign Assistance (F). This office would report to the new Deputy for
Foreign Operations an