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INTERNATIONAL DEVELOPMENT PRIORITIES
IN THE FISCAL YEAR 2014 BUDGET

WEDNESDAY, APRIL 24, 2013

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

The committee met, pursuant to notice, at 10:01 a.m., in room
SD-419, Dirksen Senate Office Building, Hon. Robert Menendez
(chairman of the committee) presiding.

Present: Senators Menendez, Cardin, Casey, Coons, Udall, Mur-
phy, Kaine, Corker, and Rubio.

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

The CHAIRMAN. Good morning. This hearing of the Senate For-
eign Relations Committee will come to order.

Today we welcome Administrator Shah of the USAID before the
committee. We look forward to your perspective on making certain
that U.S. development assistance is carefully calibrated with our
overall U.S. foreign policy priorities.

We all know the rapidly evolving landscape in the Middle East
and Africa and the Asia-Pacific region demands that we continue
to invest in programs and relationships that advance our strategic
interests and basic values. Even in this age of fiscal austerity with
the significant budgetary limitations we face, it is my view that the
benefits of such investments far outweigh the costs, and it is the
men and women at USAID who see the results of those invest-
ments firsthand every day.

In 2011, you described “having seen famine for the first time in
the world’s largest refugee camp 50 miles from the Somali border
after the worst drought in 60 years,” as you described, “had thrown
13.3 million people into crisis and bought more than 750,000 peo-
ple, mostly women and children, to the brink of starvation.”

You mentioned meeting mothers who had carried their children
for weeks across famine-stricken and terrorist-held lands, and a
young Somali mother named Habida who walked 100 kilometers to
the nearest camp and had to decide which of her two children she
would leave behind because she could not carry both, a heart-
breaking image that leaves no one unmoved by the suffering. And
we commend you and all the men and women at AID for working
very hard every day around the world to end it.

Today I hope to hear from you about how we can do even more
with the limited funds we have to maximize the effectiveness of
development aid and what more we can do to reform programs that
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enhance relationships that will advance U.S. interests and values
around the world.

Your creativity and energy has been essential to the reform proc-
ess, but it is also important, however, that Congress remain a
working partner with you to establish our international develop-
ment priorities and ensure that all reforms focus on best practices
and results as well, that they be well crafted, and will have the
hoped-for effects.

I am looking forward to an ongoing conversation with you about
how to get the best results for USAID for our foreign assistance,
for donors, for NGOs, and for the taxpayers.

USAID Forward is an example of a reform that has achieved
results. It aligns resources with priorities, builds capacity through
sustainable development, and identifies new innovations to help
meet the President’s goal of ending poverty in the next two dec-
ades. I applaud the progress USAID Forward is making, but more
needs to be done to institutionalize reforms in cooperation with the
Congress to make certain they reflect our overall foreign policy, our
international development priorities, and pay dividends around the
world in every region.

And so I look forward to your testimony. I will have the rest of
my statement entered into the record.

Having said all of those great, positive things, I do not want you
to believe that there are not some issues that I have some concerns
about, as I expressed to you. But certainly the work at AID has
been exceptional, and we applaud your for it.

[The prepared statement of Chairman Robert Menendez follows:]

PREPARED STATEMENT OF SENATOR ROBERT MENENDEZ
INTRODUCTION—PRAISE FOR THE WORK OF USAID

Thank you, Administrator Shah, for coming before the committee. We look for-
ward to your perspective on making certain that U.S. development assistance is
carefully calibrated with our overall U.S. foreign policy priorities.

We all know that the rapidly evolving landscape in the Middle East, Africa, and
the Asia-Pacific demands that we continue to invest in programs and relationships
that advance our strategic interests and basic values.

Even in this age of fiscal austerity—with the significant budgetary limitations we
face—it is my view, that the benefits of such investments far outweigh the costs

. and it is the men and women at USAID who see the results of those invest-
ments firsthand, every day.

In 2011, you described “having seen famine for the first time at the world’s largest
refugee camp—>50 miles from the Somali border—after the worst drought in 60
years had . . .”—as you described—“. . . thrown 13.3 million people into crisis and
brought more than 750,000 people—mostly women and children—to the brink of
starvation.”

You mentioned meeting “mothers who had carried their children for weeks across
famine-stricken and terrorist-held lands . . .” and a young Somali mother named
Habiba who walked 100 kilometers to the nearest camp and had to decide which
of her two children she would leave behind because she could not carry both.

A heartbreaking image that leaves no one unmoved by the suffering—and we
commend you and all of the men and women at USAID for working hard every
day—round the world—to end it.

Today, I hope to hear from you how we can do even more—with the limited funds
we have—to maximize the effectiveness of development aid and what more we can
do to reform programs and enhance relationships that will advance U.S. interests
and values around the world.
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USAID REFORMS

Your creativity and energy has been essential to the reform process . . . but it
is also important that Congress remain a working partner with you to establish our
international development priorities and assure that all reforms focus on best prac-
tices and results, are well-crafted, and will have the hoped-for effects.

I look forward to an ongoing conversation with you about how to get the best
results for USAID, for our foreign assistance, for donors, for NGOs, and for the
taxpayer.

USAID Forward is an example of a reform that has gotten results—it aligns
resources with priorities, builds capacity through sustainable development, and
identifies new innovations to help meet the President’s goal of ending poverty in the
next two decades.

I applaud the progress USAID Forward is making, but more needs to be done to
institutionalize reforms—in cooperation with Congress—to make certain they reflect
our overall foreign policy, our international development priorities, and pay divi-
dends around the world—in every region.

CONCLUSION—WE CAN DO MORE

In my view, even within the confines of our budgetary limitations, we can do more
in Syria—though we'’re already the world’s largest donor nation—to increase the
level of humanitarian support because—clearly—we have to do more to address the
\(zivor(lid’s most pressing humanitarian crisis—with 4 million displaced and 700,000

ead.

We can do more in the Sahel to mitigate the suffering . . . more to alleviate hor-
rific conditions in the long-suffering communities of Somali refugees, displaced Con-
golese . . . more to combat AIDS, tuberculosis, polio, and malaria . . . more to pro-
vide simple tools that can prevent millions of childhood deaths . . . critical to our
global health strategy . . . more to help others take the reigns of leadership in their
own countries . . . And—I believe—we can reach 2 to 4 million more hungry people
if we maximize efficiency in how we provide food aid.

It seems to me that a common sense, achievable approach to Food Aid Reform is
to work with U.S. farmers, labor, and experts in the field to improve not only how
we deliver resources in times of crisis, but how we promote food security and resil-
ience in mitigating emergencies.

Again, let me commend the men and women at USAID for their service to the
Nation and for meeting our international development priorities by doing so much
for so many around the world.

Thank you, Administrator Shah.

The CHAIRMAN. Let me turn to the ranking member, Senator
Corker, for his comments.

OPENING STATEMENT OF HON. BOB CORKER,
U.S. SENATOR FROM TENNESSEE

Senator CORKER. Thank you, Mr. Chairman, and thanks for hav-
ing the hearing. Mr. Shah, thank you for being here and for your
openness in dealing with our office and others.

In this fiscal environment, obviously looking at how we deliver
aid is very important, and I know you have done so.

And I appreciate the time, again, that your staff has spent with
ours.

I do applaud you, as the chairman just did, on your movements
in the food assistance areas. It looks like, if I read correctly, about
55 percent of our programs are being transferred over to this new
approach. I would love to see you go to 100 when it is appropriate.
I know you have political considerations back home relative to that,
but I do applaud those efforts.

And I will say that at the same for decades, we have been pro-
viding food assistance, and we still are in the mode of, you know,
day-to-day assistance. And so I do hope either today or over time
you will cause us to explain why after so many decades of doing
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what we are doing we are still in the situation in so many coun-
tries where, you know, we are still having to provide day-to-day
assistance, and they do not have the capacity themselves to do
what needs to be done there.

But again, I think you have taken a very positive step.

I thank you for that and looking forward to working with you
toward that end.

Another area we have talked with you and your staff about is
just development, which takes place in areas which are not secure.
I know we had a huge amount of problems in Iraq. We are going
to have probably even greater problems once people get through
looking at what we did in Afghanistan. And I know that it is very
difficult for civilians to be out with development projects in areas
that are not secure. We understand that.

My sense is that we are going to be very soon at some point deal-
ing with the same kind of issues in Syria, and I do hope that we
will continue discussions about the best way to make sure that
those kinds of development programs are monitored properly when
it is so difficult for your outstanding staff to be able to get in and
deal with that. So a big issue.

I also welcome the fact that your agency talked about most Car-
ibbean and Latin American countries graduating from aid by the
year 2030. I do hope that that is not just a rhetorical statement,
but there is a plan to make that happen. And again, I thank you
for having that type of goal, but we would like to see the backup
and the vision that is going to cause that to occur.

And then I will close with this, which is the same thing we
talked to Secretary Kerry about. Look, a lot of money is going out
of USAID. I know compared to our overall budget, it is not as much
as people in our country think. But we need a permanent inspector
general, OK? I do expect you very soon to send up a highly quali-
fied, capable inspector general. Acting inspectors general do not
have the clout that permanent inspectors general do, and it is just
not responsible. So I hope very soon that the status on this will
change.

Again, thank you for being here, and thank you for your service
to our country.

The CHAIRMAN. With that, Administrator, we welcome your
remarks.

STATEMENT OF HON. RAJIV SHAH, ADMINISTRATOR, U.S.
AGENCY FOR INTERNATIONAL DEVELOPMENT, WASHING-
TON, DC

Dr. SHAH. Thank you, Chairman Menendez, and thank you,
Ranking Member Corker. I am personally very appreciative for the
opportunity to be here to discuss the President’s fiscal year 2014
budget. And I am very grateful for the counsel, guidance, and over-
sight that you have offered and continue to offer on a personal
basis, and from your team and your staff. So I appreciate this
unique opportunity.

I would ask that my formal remarks are entered for the record,
and will just briefly summarize a few topline points.

This is an important moment for development, and I was eager
to hear in both of your statements that basic reflection as we draw
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down from a decade of war. We are rethinking how we project
power and American values around the world in a manner that
keeps us safe and improves our own domestic and economic oppor-
tunities.

President Obama and Secretary Kerry, like Secretary Clinton
before him, have talked about elevating development as part of our
national security and foreign policy strategy, including with a real
focus on America’s economic competitiveness over time.

I was grateful, Senator Menendez, for your mention of the refer-
ence and the visit to the Somalia refugee camp. That was an eye-
opening experience and one that I will never forget. I was a few
months ago back in Somalia, and this time instead of seeing the
devastating human consequences of a famine with children literally
dying in front of our eyes, we saw a much more hopeful picture.
We saw American investments in a new government and a new
flourishing civil society start to yield some results as street lights
came on in Mogadishu for the first time in several decades and citi-
zens celebrated peacefully for the first time that most could
remember.

We noted that we were helping more than 400 local communities
improve their agriculture and helping people leave the displace-
ment camps that were formed around Mogadishu during the fam-
ine, to go back to their communities, start growing their own food,
and start rebuilding their own lives, because the purpose of our
partnership should not be to perpetuate dependence, but to build
self-sufficiency and human dignity.

We are helping in more than 40 small-scale fishing ports to
replace piracy with transparent and legal small-scale fishing activ-
ity. And those are the types of partnerships that will help establish
stability, security, and peace in that critical region.

Those examples are emblematic of what we believe is an ap-
proach that focuses on ensuring that development builds self-suffi-
ciency and dignity and replaces dependency. It is an approach that
we believe is delivering real results. Our Feed the Future Program
and partnership involved us making tough decisions. We cut agri-
cultural programs in 23 countries in order to focus in 19 that were
willing to make reforms and expand their own investment.

We are now beginning to see the results. In those 19 countries,
poverty has been reduced by 5.6 percent on an annual basis. Seven
million farm households directly benefit from American invest-
ments in their agriculture, science, and technology. More than $3%2
billion have been committed to invest in a subset of these countries
so that private and commercial interests can help transform and
end hunger in those settings. And all of this has been coupled with
real policy reforms that require our country partners to invest more
resources to fight corruption and to establish policies that are
friendly to business investment.

We are seeing similar results in our efforts to end preventable
child death. Again, we made tough decisions to cut 22 country pro-
grams in global health in order to focus in those countries that
have the greatest burden of disease. This effort is seeing a real
reduction in the rate of child death as it is reduced from 7.6 million
kids under the age of 5 to 6.9 million today. We believe we can end
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preventable child deaths within two decades, and are committed to
that model.

We are also seeing that effort take hold in our citizen security
efforts in our own hemisphere. In El Salvador, we recently
launched the largest public-private partnership in the region where
we made a $20 million investment, but that unlocked more than
$22 million of investment from local foundations and local busi-
nesses because it is those local institutions that believe that ad-
dressing citizen security is the key to unlocking greater business
investment and growth in that critical part of the world.

These new efforts have been possible because of your support;
your support for USAID Forward and a new model of partnering
with local partners, a new model of innovating with scientists and
technologists who can help bring the costs down and help us aspire
to achieve bigger outcomes, and your partnership in measuring and
reporting on results.

I am pleased to note that today the United States has joined the
International Aid Transparency Initiative and our aid data is
increasingly transparent and accessible to everyone. You can go to
the App store and download an application that has much of our
evaluation data, easily accessible and unadulterated, so we can all
learn together from an evidence base that defines what works and
what does not as we make these critical investments abroad.

As part of this transition, this year’s budget includes an impor-
tant proposal to reform the way we provide food assistance around
the world. The President’s proposal is designed to help us reach 4
million additional hungry children with basic nutrition interven-
tions, and to target those feeding programs to those kids when they
need it most and when it can have the most impact on improving
their ability to grow and thrive.

The approach will expand the flexibility we need to meet needs
in a changing world, a world where increasingly humanitarian
catastrophes happen alongside security challenges, whether it is in
opposition controlled parts of Syria or al-Shabaab controlled parts
of Somalia. And it is an approach that maintains and, in fact,
renews a partnership, an important partnership, with American
agriculture that will allow us to refocus on creating new high nutri-
tion and modern agricultural products and foods that can be tar-
geted to kids in a way that saves their lives. We thank you for your
reflections on this proposal and your consideration.

Finally, I would like to thank our staff. Around the world we now
have 9,600 staff, many of which carry different types of acronyms
or hiring authorities, but all of whom bring passion and a commit-
ment to this incredible mission; a mission of representing our coun-
try around the world and working to end extreme poverty and to
protect those who are most vulnerable.

In this past year, cognizant of the risks that many of our staff
do take, as Senator Corker highlighted, we lost one of our own,
Ragaei Abdelfattah, in Afghanistan. And one of our toughest
moments as an agency was getting through that very trying period,
and we reflect on and thank Ragaei and his family for their service.

At a time when cuts across our Government are significant and
having real impacts, the fiscal year 2014 request reflects a 6-
percent decrease compared to the fiscal year 2012 enacted budget.
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We are making very tough tradeoffs around the world in order to
focus on delivering results and are cognizant of the economic and
budget times that we live in.

But we are also focused on doing things differently, on demand-
ing more of others, and on partnering better to achieve better
results. And it is our belief that with this new approach taking
hold, we can still have big aspirations, and that is why the Presi-
dent highlighted our capacity to help end extreme poverty in two
decades. It is why we believe by projecting American values effec-
tively around the world we can support transitions in the Middle
East, help bring our troops home from Afghanistan, help improve
trade and economic ties in Latin America, and help expand on our
engagements in Africa, including connecting American businesses
to real growth opportunities there, while simultaneously working to
do things like ending preventable child deaths.

I thank you and look forward to your questions, comments, and
thoughts as we go forward. Thank you.

[The prepared statement of Dr. Shah follows:]

PREPARED STATEMENT OF DR. RAJIV SHAH

Thank you, Chairman Menendez, Ranking Member Corker, and members of
the committee. I am pleased to join you to discuss the President’s fiscal year 2014
budget request for USAID.

In his State of the Union Address, President Obama called upon our Nation to
join with the world in ending extreme poverty in the next two decades. Today, we
have new tools that enable us to achieve a goal that was simply unimaginable in
the past: the eradication of extreme poverty and its most devastating corollaries,
including widespread hunger and preventable child and maternal deaths.

The President’s fiscal year 2014 budget request responds to this call and the most
critical development challenges of our time. It supports important global partner-
ships, including the New Alliance for Food Security and Nutrition and the Child
Survival Call to Action, by increasing and focusing investments in food security and
maternal and child health. It builds resilience in areas besieged by recurrent crisis
and natural disaster, with a focus on the Horn of Africa and Sahel regions. And it
advances a comprehensive food aid reform package that will enable us to feed 2 to
4 million additional people each year.

The President’s request enables USAID to strategically advance our national secu-
rity priorities by implementing critical economic growth, democracy, human rights,
and governance programs in the Middle East and North Africa, as well as in sup-
port of the administration’s Asia-Pacific Rebalance. It also focuses activities in
Afghanistan, Pakistan, and Iraq at an appropriate level to sustain the gains we
have made in those countries over the last decade. And it strengthens economic
prosperity, both at home and abroad.

The President’s request also makes important investments in Latin America by
expanding economic opportunity and social equity and strengthening citizen security
by promoting effective judicial systems and investing in communities and at-risk
youth to address the root causes of crime. Some of USAID’s most exciting examples
of fostering innovation are in this region, where, through groundbreaking public-
private partnerships, we have broadened local investment for development.

I want to highlight how the investments we make in foreign assistance, which
represents just 1 percent of the Federal budget, help our country respond to the
global challenges we face and how we have modernized our Agency to deliver results
that shape a safer and more prosperous future.

A NEW MODEL FOR DEVELOPMENT: PARTNERSHIPS, INNOVATION, AND RESULTS

The FY 2014 request for USAID managed, or partially managed, accounts is $20.4
billion, 6 percent below the total enacted funding for FY 2012. In this tough budget
environment, USAID is committed to maximizing the value of every dollar. We have
made tough choices so that we are working where we will have greatest impact, and
shifting personnel and funding resources toward programs that will achieve the
most meaningful results. Since 2010, regional program areas have been reduced by
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29 percent, Feed the Future agriculture programs have been phased out of 22 coun-
tries, and USAID global health program areas have been phased out of 23 countries.
The President’s FY 2014 request continues to build on gains we have made over the
past year to work smarter and more effectively through a suite of ambitious reforms
called USAID Forward. Through USAID Forward, the Agency has fostered new
partnerships, placing a greater emphasis on innovation, and a relentless focus on
results. These reforms have formed the foundation of a new model for development
that continues to define the way we work around the world.

The FY 2014 budget provides funding to mobilize a new generation of innovators
and scientists. Through our Development Innovations Ventures, we invite problem-
solvers everywhere to contribute a cost-effective and cutting-edge idea that could
scale to reach millions.

It provides funding for Grand Challenges for Development, capitalizing on the
success of previous challenges to accelerate reductions in maternal and child mor-
tality, promote childhood literacy, power agriculture through clean energy, and raise
the voices of all citizens through technology. We have received more than 500 appli-
cations per challenge, with almost 50 percent of innovations coming from developing
and emerging economies. For example, through “All Children Reading: A Grand
Challenge for Development,” nearly three dozen organizations—half of them local—
are pioneering a range of novel approaches to education, from helping children in
India learn to read with same language subtitling on movies and TV to bringing
fully stocked e-readers to rural Ghana.

The request accelerates advances of USAID’s Higher Education Solutions Net-
work, a constellation of seven development innovation labs on university campuses
that work with a global network of partners to provide solutions for key develop-
ment challenges, leveraging tens of millions of dollars of university and private-
sector financing.

The 2014 request also allows us to work more effectively with a range of partners,
from faith-based organizations to private sector companies. A new focus on
leveraging private sector resources has enabled us to dramatically expand our
Development Credit Authority—unlocking a record $524 million in FY 2012 in com-
mercial capital to empower entrepreneurs around the world. Last year alone, we in-
creased our contributions to public-private partnerships by almost 40 percent,
leveraging an additional $383 million.

This funding also allows us to rigorously measure and evaluate our work so we
know which of our development efforts are effective and which we need to scale back
or modify. Since the launch of our evaluation policy, 186 high-quality evaluations
have been completed and are available on our Web site or through a mobile “app”
that is easily downloaded. Half of these evaluations have led to mid-course correc-
tions and one-third has led to budget changes.

A new emphasis on supporting local solutions has enabled us to shift $745 million
in funding to local institutions, firms, and organizations in the last year alone—
helping replace aid with self-sufficiency. When we partner with developing country
institutions, we use sophisticated tools to assess their financial management capac-
ity and safeguard U.S. resources.

As part of our new model, we're insisting our partners make policy reforms and
fight corruption in order to meet the conditions of our assistance. Through new mod-
els of partnership that demand mutual accountability—including the New Alliance
for Food Security and Nutrition and the Tokyo Mutual Accountability Framework
for Afghanistan—we are creating incentives for governments to strengthen their
own institutions.

Across our work, we are moving from a traditional approach of top-down develop-
ment to a new model that engages talent and innovation everywhere to achieve
extraordinary goals. In education, a core development objective, we are harnessing
this new approach to help close the gaps in access and quality of education. We
know that globally 171 million people could be lifted out of poverty if all students
in low-income countries gained basic literacy. Our strategy for basic education is
focused on improving reading skills for 100 million children in primary grades by
2015 and increasing equitable access to education in crisis and conflict environ-
ments for 15 million learners by 2015.

FOOD AID REFORM

At its foundation, our new model of development shares the bedrock principles of
effectiveness and efficiency that serve as the clarion call for government today.

There is perhaps no better example of this fundamental imperative than the food
aid reform package proposed in this year’s budget request, which would enable us
to feed 2 to 4 million more hungry men, women and children every year with the
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same resources, while maintaining the valuable contribution of American agri-
culture to this mission.

Through P.L. 480 Title II, or Food for Peace, America’s agricultural bounty and
generosity have fed well over a billion people in more than 150 countries since 1954.
But while the world has changed significantly since Title II was created, our hall-
mark food assistance program has not. The current program limits our ability to use
the appropriate tools for each humanitarian situation—tools we know will help peo-
ple faster and at a lesser cost.

Buying food locally can speed the arrival of aid by as many as 14 weeks—making
up precious time when every day can mean the difference between life and death.
It can also cost much less—as much as 50 percent less for cereals alone. In complex
environments such as Syria and Somalia, which are increasingly the kind of crises
where we need to provide assistance, these more flexible tools are invaluable.

The more agile, flexible, and modern approach laid out in the President’s budget
request pairs the continued purchase of the best of American agriculture with great-
er flexibility around interventions such as local procurement, cash transfers, and
electronic vouchers. The President’s proposal maintains the majority of our emer-
gency food aid funds—55 percent in 2014—for the purchase and transport of Amer-
ican commodities. That means we’re going to keep working with soy, wheat, pulse,
and rice farmers and processors across America who help feed hungry children from
Bangladesh to the Sahel—often in the form of specialized high nutrition products.

At a time of urgent human need and budget constraints, we can save more lives
without asking for more money.

The proposal also reaffirms our commitment to development partners who receive
Title IT funding, enabling them to provide the same types of development programs
at a lower cost. These programs strengthen our ability to reduce chronic poverty,
build resilience, and help prevent future crises.

FEED THE FUTURE

Ending hunger and creating a food secure world are vital components of the fight
to end extreme poverty. Launched in 2009 by President Obama, Feed the Future
is unlocking agricultural growth, helping transform developing economies and end-
ing the cycle of food crises and emergency food aid. Although the initiative is still
in its early days, we are beginning to see significant results.

In Rwanda, we have reached 1.6 million children under 5 with nutrition programs
that reduced anemia, supported community gardens, and treated acute malnutri-
tion. In Bangladesh, we helped more than 400,000 rice farmers increase yields by
15 percent through the more efficient use of fertilizer, which led to the first-ever
rice surplus in the country’s poorest state. In FY 2012, we helped more than 7 mil-
lion farmers across the world apply these kinds of new technologies and practices,
four times the number we reached the previous year.

The FY 2014 request provides $269 million for the President’s G8 commitment to
the New Alliance for Food Security and Nutrition, which aims to lift 50 million peo-
ple in sub-Saharan Africa out of poverty in the next decade. Since its inception at
last year’'s G8 summit, we have helped leverage more than $3.75 billion in commit-
ments from more than 70 global and local companies. In Tanzania, Yara Inter-
national is constructing a fertilizer terminal at the nation’s largest port, and, in
Ethiopia, DuPont is expanding seed distribution to reach 35,000 smallholder maize
farmers and increase productivity by 50 percent.

At the same time, participating African governments have committed to serious
market-oriented reforms. Tanzania has removed its export ban on staple commod-
ities, Mozambique eliminated permit requirements for interdistrict trade, and Ethi-
opia no longer imposes export quotas on commercial farm outputs and processed
goods.

GLOBAL HEALTH

Thanks to strong bipartisan support we are on track to provide life-saving health
assistance to more people than ever before. The FY 2014 Global Health request sup-
ports our goals of creating an AIDS-free generation, ending preventable child and
maternal death, and protecting communities from infectious diseases.

Across our global health portfolio, we are aligning our budgets to the areas of
greatest need. Now, 90 percent of USAID bilateral maternal and child health fund-
ing is in the 24 USAID priority countries that account for three-quarters of mater-
nal and child deaths.

The request supports the continuation and scale-up of high-impact HIV/AIDS pre-
vention, care, and treatment tools in pursuit of an AIDS-free generation. The
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request also provides $1.65 billion under PEPFAR for the U.S. contribution to the
Global Fund to Fight AIDS, Tuberculosis, and Malaria.

In June, USAID cohosted a Call to Action to accelerate progress and end prevent-
able child death. A powerful example of how our new model of development can
rally diverse partners behind ambitious but achievable goals, the Call to Action has
encouraged more than 170 countries, 200 civil society organizations, and 220 faith-
based organizations to sign a pledge to help reduce child mortality. This global effort
builds on an 8-percent reduction we have seen from 2008 to 2011 in child mortality
in countries where the U.S. Government provides assistance.

We will continue to fund critical efforts in voluntary family planning, immuniza-
tions, nutrition, malaria, tuberculosis, and neglected tropical diseases—cost-effective
interventions that save lives, while preventing the spread of disease.

SUPPORTING STRATEGIC PRIORITIES AND STRENGTHENING NATIONAL SECURITY

Across the world, we are strengthening democracy, human rights, and govern-
ance, with a special emphasis on marginalized populations, including women and
youth. Support for democratic and economic transitions enables the rise of capable
new players who can help solve regional challenges and advance U.S. national secu-
rity.

Since January 2011, the State Department and USAID have allocated more than
$1.8 billion to support democratic transitions in the Middle East and North Africa
and respond to emerging crisis needs in the region. The President’s Request of $580
million for the Middle East and North Africa Incentive Fund provides support to
citizen demands for change, improves our ability to respond adroitly to new chal-
lenges and opportunities, and begins to address the imbalance between our security
and economic assistance in the region.

The budget request supports our humanitarian assistance work around the globe
in places where the need is greatest. This is particularly true in Syria, where at
least 4 million people are in need of humanitarian assistance and 2 million are dis-
placed. To date, State and USAID have provided nearly $385 million in humani-
tarian relief to the Syrian people.

In Iraq, Afghanistan and Pakistan, USAID continues to work closely with inter-
agency partners including the State and Defense Departments, to move toward long-
term stability, promote economic growth, and support democratic reforms, including
the rights of women. Despite the challenges, we have seen a number of positive
gains. For example, over the past decade in Afghanistan, we have increased access
to education, resulting in dramatic increases in primary school enrollment from
900,000 boys in 2002 to 8 million students in 2012, 37 percent of whom are girls.
In Iraq, USAID-funded legal clinics have supported over 1,700 legal cases on behalf
of vulnerable individuals, including internally displaced persons and ethnic and reli-
gious minorities.

The President’s budget request supports the administration’s Asia-Pacific Rebal-
ance by increasing funding for the region to address critical gaps in core programs
to renew U.S. leadership, deepen economic ties, promote democratic and universal
values, and strengthen diplomatic engagement. In addition, we are seizing new op-
portunities for partnership in Asia, including in Burma, a nation undertaking polit-
ical and economic reform.

GLOBAL CLIMATE CHANGE AND BUILDING RESILIENCE

As a result of global climate change, natural disasters are becoming more frequent
and more severe. With a new emphasis on helping vulnerable communities build
resilience to disasters, the Global Climate Change Presidential Initiative invests in
developing countries to accelerate transitions to climate-resilient, low-emission eco-
nomic growth, while incentivizing private sector investment to scale impact and sus-
tain progress. For example, we are partnering with the Consumer Goods Forum—
which represents about 400 companies and $3 trillion in market value—to reduce
tropical deforestation from key commodities, like palm oil and timber.

Drawing on lessons learned during last year’s food crisis in the Horn of Africa—
as well as decades of experience responding to disasters—USAID is pioneering a
fundamental new approach to help communities strengthen their resilience in the
face of crises. In Ethiopia, for instance, we’re working with international firms like
Swiss Re and local businesses to develop index-based livestock insurance—a new
product that uses satellite data to protect pastoralists from drought-related losses.

CONCLUSION

When people around the globe cannot feed their families, when young adults find
themselves without education or a source of income, and when parents watch their
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children die of preventable illnesses, the world is inherently less secure. The FY
2014 budget request will continue our work to combat these causes of instability
and end extreme poverty.

These investments aren’t just from the American people; they’re for the American
people. By promoting sustainable growth in the developing world, we spur new mar-
kets abroad and energize our economy here at home. By driving innovations in agri-
culture, education, and global health, we strengthen global stability and advance
our national security. And by delivering aid in the wake of natural disasters and
hum?nitarian crises, we express the generosity and goodwill that unite us as a
people.

The CHAIRMAN. Thank you, Administrator, and your full state-
ment will be entered into the record.

Let me start off. You know, I took my first trip as chairman to
Afghanistan and Pakistan because I believe it is still obviously a
vital national security interest to the United States. And the region
is in the midst of economic security and political transition. And
during our trip there, I spent time with our aid missions and con-
ducted a couple of field visits to visit some of our programs. And
I am incredibly impressed with the dedication and drive of our
teams there.

But I also have concerns as to how we conduct oversight in the
field given the security conditions, so my questions are in this
regard. Are we right sizing our aid presence in both countries to
reflect our diminishing footprint or our security concerns and
implementation challenges? And specifically, what steps are taken
to ensure that our aid is necessary, achievable, and sustainable,
which are steps that this committee called for in its June 2011
oversight report?

Dr. SHAH. Thank you, Senator, and I want to thank you person-
ally for your leadership on this issue and for taking the time to
meet with our staff when you were there. That meant a lot to them
and was very encouraging for them to personally get the chance to
meet with you.

As you note, the gains in Afghanistan that we believe have
resulted from our collective international investments have been
real and significant, and now create the opportunity for some
degree of stability as our troops start to come home. We have seen
9 percent annualized growth rates year on year for the past decade.
The largest increases in human longevity and reductions in child
and maternal mortality anywhere in the world have been experi-
enced in Afghanistan in part due to our investments in health.

We have 8 million kids in school, nearly 35 percent of whom are
girls compared to no girls in school under the previous Taliban
regime. And energy access has more than tripled as a result of col-
lective investments we have made, and we have put down more
than 1,900 kilometers of new road in partnership with the people
and businesses and governments of Afghanistan.

But it has taken a lot to make sure that this program has
become more accountable and more transparent in the last few
years. When we took office, we launched an effort called the A-3
Initiative, Accountable Assistance for Afghanistan, which included
a full partner vetting of all of our partners and subcontractors. It
included getting eyes and third-party monitors on most major pro-
grams and investments. It included a local cost auditing system
that allowed us to understand where resources were going and how
performance was improving.
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We believe that some of those efforts will be at risk as we see
a transition that will limit, to some degree, our capacity to be phys-
ically present and out in all parts of Afghanistan, seeing and
engaging on these projects and programs. I spoke to General
Dunford earlier this week by videoconference, and it is part of our
coordinated civilian military plan to make sure that we have a
capacity to continue to oversee these programs effectively. But we
know we will be doing it with some degree of reduced staffing, with
more local staff, with more support from the Afghan Public Protec-
tion Force, and with other forms of ensuring accountability for our
resources.

So I thank you for asking that question. It is something that we
are working on aggressively right now.

The CHAIRMAN. So do you believe that the programs moving for-
ward in that region will continue to be able to follow those three
criteria that the committee set, particularly sustainability?

Dr. SHAH. Absolutely, and, in fact, those criteria become more
important, not less important, going forward. If programs cannot
sustain themselves anymore, they are really not worth doing
because we know that we are not going to be there endlessly.

We did, in fact, pull together the international community in
Tokyo last year, and we got the international community to commit
$16 billion of development investment for Afghanistan over the
next 4 to 5 years. As part of that, we introduced a mutual account-
ability framework with the Government of Afghanistan, and so
they have to show real progress on corruption, on asset recoveries
from Kabul Bank, on pursuing with clarity and transparency fair
and free elections in order for those resources to take hold and for
those pledges to be met.

We are doing that not unilaterally, but in concert with 20 other
international partners. And we believe that sort of approach—real
mutual accountability on behalf of ourselves and our Afghan part-
ners—will be critical if we are going to effectively over time replace
aid and assistance with business and investment.

The CHAIRMAN. Which brings me to the question of capability—
USAID went through, in my view, a 20-year decline in personnel
and dispersion of development responsibilities to other entities,
such as the Millennium Challenge Corporation, the State Depart-
ment AID’s coordinator, and in 2006, the loss of budgeting and pol-
icy capabilities. How would you assess your agency’s progress in re-
storing its capacities under USAID Forward and the development
and leadership initiative? And, you know, describe for me your
goals—the end goals of these efforts as you move forward, because
one of the things I want to understand I have been an advocate of
is making sure that USAID has the wherewithal, and the ability,
and the personnel to carry out its mission. And I think the dis-
persal that we have seen, particularly including Defense Depart-
ment engagement in what, in essence, was development activities,
undermine the capacity.

Dr. SHAH. Thank you, Senator, and thank you for your personal
advocacy on behalf of those objectives.

Our end goal very clearly is to be the world’s premiere develop-
ment enterprise, and I believe we are well on the way to accom-
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plishing that. Our focus on public-private partnerships has been
unique and extraordinarily effective in many parts of the world.

We have been able to rebuild our budget authority, our policy
capacity. We have hired 1,100 new staff because of the Develop-
ment Leadership Initiative on which you commented. And we be-
lieve these investments, deployed accurately, particularly on con-
tract oversight and accountability, are saving taxpayer dollars on
the program side of our budget.

So we believe these are important investments that need to con-
tinue to be made. They are put at real risk and threatened by cur-
rent sequestration realities. The fiscal year 2014 budget includes
an investment in our operating expenses that will allow us to con-
tinue on this path of rebuilding this agency. But we have had real
success in the last 3 years with strong support from President
Obama and Secretary Clinton, and now Secretary Kerry.

The CHAIRMAN. All right. I will come back to some of my con-
cerns in the next round.

Senator.

Senator CORKER. Thank you, Mr. Chairman. Again, Mr. Shah,
thank you for being here and for your work in bringing some of the
private sector, Gates Foundation, thinking to USAID. It is much
appreciated.

Will you go ahead and tell me what you plan to do on the inspec-
tor general? I would imagine in the next 2 weeks you plan to send
up a permanent nominee.

Dr. SHAH. Well, we have had a very good working relationship
with our acting inspector general, and the White House, of course,
has responsibility for putting forward a Presidential nomination.
We know that that process is, and has been, well under way, and
do expect very soon for the White House to make that nomination.

Senator CORKER. I noticed you and the administration have
decided that 55 percent of our food aid is going to be spent here
in the United States. How did you decide on that number?

Dr. SHAH. Well, first, thank you for your leadership and com-
ments on food aid specifically.

As we look around the world, we note that over the last few
years, the program has had essentially about 81 percent of the pro-
gram tied to the purchase and distribution on U.S.-flag vessels of
American commodities, which gives us a little bit of flexibility,
about 19 percent, every year. That flexibility has been deployed in
different places.

This year, with the challenges of providing humanitarian assist-
ance in and around Syria, that flexibility is being absorbed almost
completely in that setting and in that region. As a result, there are
a number of other countries—the Democratic Republic of Congo,
Somalia, and Pakistan—where we actually have to take children
off of nutrition support, often in post-famine or post-hunger situa-
tions, because we are reverting from a more efficient locally pro-
cured program to the more traditional U.S.-based program. And
there are 155,000 kids in Somalia that this year will be subject to
that.

So we basically looked at how do we avoid that outcome, how can
we build maximum flexibility and efficiency? And we want to also
have a renewed partnership with American agriculture, a partner-
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ship that prioritizes high nutrition food products that America
ought to have the scientific and technical lead in producing, a part-
nership that is flexible and efficient in how we get those products
to people quickly in times of great need, and a partnership that
continues to benefit from the engagement from the agricultural
communities in this country that sustain this effort over time.

So that is how we ended up with the proposal we have. We
believe the proposal will allow in the first year to reach 4 million
additional children.

Senator CORKER. And so your goal, though, still over time is self-
sufficiency. Is that correct?

Dr. SHAH. Absolutely. The goal—as the President has said over
and over since 2009 when he first launched Feed the Future, our
goal is to move people from food aid to self-sufficiency so they can
be trading and commercial partners with us. As we have seen, our
largest recipient of American food aid in the 1960s and 1970s was
South Korea, and today they are obviously a major trading partner.

Senator CORKER. Do you plan on working with this committee to
get the reforms you are putting in place into code, or are you just
going to do the easy route of going and talking with an appropri-
ator and getting it done in that manner?

Dr. SHAH. Absolutely, sir; we would be eager to work with this
committee to have as much structure and longevity and commit-
ment to this renewed vision of an efficient, effective, and more
high-impact results-oriented program.

Senator CORKER. Really the only way to lock in the reforms is
to get us to get it into code, right? And you know that it is going
to be there when you go off to do other things, some other place?

Dr. SHAH. Yes, sir.

Senator CORKER. Let me talk to you a little bit about Syria. I
wrote an op-ed this morning that was about our role in Syria. And
obviously there are multiple things that need to be done there to
change the balance of power. What do you think, briefly, USAID
can do to change the balance right now to favor the more moderate
secular opposition groups that are inside Syria?

Dr. SHAH. Well, thank you, Senator, for your leadership on Syria
and articulating that as the central challenge. I think Secretary
Kerry also has acknowledged that that is our goal.

And I would point out that with 4% million internally displaced
and 1% million refugees already, that we have a major humani-
tarian and political crisis on our hands.

In terms of your specific question of how can we tip the balance
toward what we think of more moderate and more responsible
within the framework of the opposition, Secretary Kerry announced
this past weekend a doubling of our aid and assistance to the Syr-
ian Opposition Council. As part of that commitment to them, which
is now up to $250 million, we will request from them, and they
have already made public assurances of their commitments to pro-
tect human rights, to protect the rights of women in both transi-
tional and security challenged environments and over the long
term, and their openness to working with the international commu-
nity on a range of issues like that.

We believe this effort, which we support through a number of our
partners and through the Office of Transition Initiatives, will be a
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critical part of helping the Syrian Opposition Council provide serv-
ices in opposition controlled areas. A large part of this effort is
already taking place. There is tight coordination through an organi-
zation called the Assistance Coordination Unit of the SOC. And we
recognize that our own people and our partners are taking real
risks, but are providing significant support in many different ways,
specifically in opposition controlled areas.

Senator CORKER. You know, the special investigator inspector
that we had in Iraq talked about just recently that he does not see
us as any more prepared to do development in similar circum-
stances today than we were in 2003. That has not worked so well
for us. And I wonder if you would just briefly—I want to get on—
I know there are other folks who have questions, and I do want to
talk to you about USAID Forward and how that affects us dealing
with other countries and some of the problems that may exist. I
want to talk to you a little bit about some of the trade issues to
help countries toward self-sufficiency.

But could you briefly talk to us and give us some assurance that
something is different as it relates to how we deliver assistance in
places like Syria that are very troubled and obviously have security
problems?

Dr. SHAH. Absolutely, Senator. I believe there has been a signifi-
cant shift in how we do this work. If you look even just in Afghani-
stan over the last 3 or 4 years, we have more than tripled our civil-
ian presence across the State Department, USAID, and a number
of other partners. We have implemented data systems and account-
ability processes, vetting systems, that have not only established a
program to audit 100 percent of locally incurred costs, but with a
real rejection rate for, I believe, 21 projects or programs, contracts
that were cancelled or not awarded because they failed to pass the
vetting system, that is, positives, or hits, that came through the
vetting system.

Those are mechanisms that simply did not exist before. They do
exist now, and they are highly effective at allowing us to have
tighter coordination with our military colleagues, more eyes on
effectiveness in our programs, and a more results oriented orienta-
tion.

We are seeing the benefits of that today in opposition controlled
parts of Syria where more than 65 percent of our humanitarian
support goes into those areas through a broad range of partners,
and where we are now the primary partner of the Syrian Opposi-
tion Council in trying to get everything from generators and fuel
to hospitals and facilities, all the way to some form of media and
communication and ability for that organization to communicate
with its population.

These are capabilities that we have built over the last several
years that we did not previously have when the 2003 situation was
made reference to.

Senator CORKER. Thank you.

The CHAIRMAN. Thank you.

Senator Cardin.

Senator CARDIN. Thank you, Mr. Chairman. Administrator Shah,
first of all, thank you for your leadership. It has been very, very
effective in bringing together international development assistance
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in our security budget, recognizing the returns that we get in our
involvement in other countries on our national security front.

I also want to thank you for your commitment to transparency,
to gender equity, to dealing with good governance, and dealing with
corruption issues to make sure that our aid is actually furthering
the stability of a country and not adding to the corruption of cer-
tain officials. We have talked about all these issues, and I very
much applaud the manner in which you have moved forward in
these areas.

Senator Corker has talked about the changes in our Food for
Peace Programs. We have a lot of programs that deal with nutri-
tion and food, but perhaps the No. 1 initiative that the Obama
administration moved forward with was Feed the Future. So can
you just quickly tell us how the reforms that you see in the Food
for Peace Program works with the other programs we have, par-
ticularly Feed for the Future?

Dr. SHAH. Absolutely. Thank you, Senator, and thank you for
your extra investment of time on issues ranging from gender to
science, technology, and innovation as we have tried to focus on
and accelerate those as core parts of our portfolio. We are very
appreciative of that.

With respect to Feed the Future, as I noted, that is intended to
be a model program that focuses in 19 countries, many in sub-
Saharan Africa, some in Latin America, and south Asia, that are
making their own commitments to reform their policies, increase
their investments, and move people from a condition of hunger and
ongoing need for social support and protection to self-sufficiency
and ultimately commercial market success by building their agri-
cultural capabilities.

We have seen incredible success stories from Bangladesh, to Tan-
zania, to Guatemala, and often those success stories are tied to
either new technologies, like deep fertilizer placement in Ban-
gladesh, which has transformed an entire state in that country, to
our partnership with Wal-Mart in Guatemala, which is helping
tens of thousands of farm households connect to modern inter-
national supply chains and improve their livelihoods. That to us is
the vision of success.

I visited Guatemala and had a chance to see in the same commu-
nity where we had a Feed the Future Program, farmers connecting
to Wal-Mart and doubling or tripling their incomes. There had been
a 35-year Food for Peace Program that provided food to those
communities.

What we have been trying to do with that program is shift from
giving them bulk grains to giving them high-nutrition foods focus-
ing particularly when kids are in the first 2 years of life where we
know nutrition intervention at that point in time has the biggest
difference in terms of their livelihoods and their ability to learn
and thrive over time. And then connecting those families to these
Feed the Future efforts that help them transition from requiring
that kind of assistance to being self-sufficient because they are part
of a larger effort.

What was tremendous about the Wal-Mart partnership was in
that setting, when I asked those families what do you need next—
and I thought they would say a new form of agricultural technology
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or farm implements. Instead, they all said they want schools
because now that kids are not working on the farm and they are
earning more income, they want to send their kids to school. And
that is the path to sustained development that we believe is taking
hold in parts of western Guatemala, or southern Tanzania, or east-
ern Bangladesh, and it is making a huge difference.

Senator CARDIN. Thank you. You mentioned the Office of Science
and Technology. You have requested additional funding, for a total
of $85 million. Could you just briefly tell us what those additional
funds would be used for if it is appropriated by Congress?

Dr. SHAH. Yes, sir. If appropriated, we believe that these invest-
ments will help engage our American universities and American
businesses and entrepreneurs in helping to bring new scientific and
technical breakthroughs to our mission around the world.

This past year, we created what we call the Higher Education
Solutions Network with seven universities in the United States.
They include development innovation laboratories, such as one at
University of California, Berkeley, where students have developed,
for example, what they call a cell scope that is an iPhone that con-
nects to a microscope that takes a photo of a blood smear, and can
automatically diagnose malaria and potentially TB without requir-
ing going back to a laboratory.

Those kinds of breakthroughs can tremendously change the cost
structure of the global health programs that we implement around
the world, allowing us to eliminate or eradicate diseases at lower
cost. And that is what we are going for. And American techno-
logical breakthroughs have been at the core of many of our biggest
successes in development around the world.

Senator CARDIN. I think it is very exciting, and I want to just
underscore what Senator Corker said. It would be helpful if we had
the statutory authority to make sure that, in fact, is done the way
that you are suggesting it rather than just rely upon the appropria-
tion process. I think it would be helpful for this committee to weigh
in on that initiative, because engaging our private universities,
being transformational, and reducing the number of countries
requiring direct assistance is exactly what our international devel-
opment assistance program should do.

One last point on transparency, we have talked about that fre-
quently. And Senator Corker raises the issues of Syria and whether
the significant investment that we are making in Syria will get to
its intended recipients, and whether the United States will get the
benefits of that aid directly as it relates to our security concerns.

There is concern here because we do not control all the terrain
on which this aid is going, so I really would appreciate you keeping
this committee closely advised as to the accountability and trans-
parency issues as it relates to the funds going into Syria and the
help going into Syria so that we have confidence that the signifi-
cant investments we are making there are fulfilling their purpose.

Thank you, Mr. Chairman.

Dr. SHAH. Thank you, Senator.

The CHAIRMAN. Thank you.

Senator Rubio.

Senator RUBI0. Thank you, and thank you for being here today
and for your service to our country.
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I wanted to ask you about a program that I think enjoys incred-
ible bipartisan support and has been incredibly effective, and that
is PEPFAR, the President’s Plan for AIDS Relief. And I am sure
you have heard this; I have, from many advocates who are con-
cerned about ongoing cuts to the program that have been phased
in over the last few years.

I understand the concept that some of the funds have been
moved to the Global Fund and so forth to fight AIDS, and that is
worthy as well. But these two programs are synergistic.

I wanted to get your take on truly what is going to be the impact
of this continuing reduction of spending on this program, and what
it would mean to undermining the goal that the President himself
has stated of an AIDS free generation?

Dr. SHAH. Thank you, Senator. The President is very committed
to the goal of an AIDS-free generation, and I appreciate your advo-
cacy and leadership on this issue as well.

America has played a unique role in starting and helping to
accelerate the fight against HIV/AIDS, and today the United States
spends more than $8 billion a year in global health, the majority
of which is focused on our efforts to control and reverse the trends
around HIV/AIDS. It is by far the largest category of our foreign
assistance and the largest single item within the entire 150
Account budget.

With respect to PEPFAR specifically, the President’s fiscal year
2014 request includes $1.65 billion for the Global Fund. This is an
important year. The Global Fund has been through a tremendous
restructuring, and through that restructuring, they are going to be
working very closely with our bilateral program. And we see the
Global Fund as a mechanism to accelerate other donors’ commit-
ments to maintain and accelerate this fight.

I would say with respect, I think in the countries where we work,
we are seeing more, not less, resources go to HIV/AIDS control and
treatment. In South Africa, as we modulate our own investment,
the government is more than making up for gaps, and, in fact, that
transition is one that has been carefully negotiated with them and
one they are eager to pursue. So they have ownership and responsi-
bility for what I believe is the more than 4 million South African
AIDS patients, some of which I have had a chance to meet and that
are partners, and we proudly work to serve.

So our goal is to reach 15 million global AIDS patients on treat-
ment. That is a global number that we have all agreed to. I believe
the current global effort is at 8 billion. And the way we believe we
will get there is by crowding in investments from, first, the coun-
tries in which we work, second, other donors and other partners,
and, third, by maintaining very strong American budgets for global
health and HIV/AIDS.

Senator RUBIO. So just the takeaway then is that even though
our investment into PEPFAR particularly has eroded over the last
few years, the difference is being made up by local countries’ own
investment in these programs, and that that will more than ade-
quate to continue to meet the benchmarks that we have set?

Dr. SHAH. Absolutely. In fact, we have accelerated and have met
every benchmark we have set earlier than the time indicates. And
I think that will continue to be the case through this second term.
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Senator RUBIO. So you are confident in saying that this reduction
in spending on PEPFAR will not lead to erosion in the gains that
have been made and in the progress that is being made?

Dr. SHAH. Absolutely not. In fact, I am confident that our
approach of bringing together our global health investments
around the world and bringing other partners to do more will actu-
ally accelerate impacts. We genuinely believe we will see twice as
many AIDs patients, supported by the global partnership, not just
the United States. And we are absolutely committed to and very
confident that we will achieve an AIDS-free generation largely by
targeting pregnant women with antiretroviral therapy, early test-
ing, and diagnostics.

Senator RUBIO. OK. Just to another part of the world quickly,
and it is an article that came out on March 4 and talked about,
“Dam and Other Afghanistan Projects Being Scaled Back as United
States Picks Up Its Pace of Withdrawal.” The concern is that the
United States is investing a tremendous amount of treasure and
obviously lives and blood and otherwise in this region, and scores
of people have lost their lives to secure, for example, this area
around Kajaki Dam in southern Afghanistan so that the USAID
could safely manage a major construction project.

But now it appears that we have decided not to complete the
project, and instead leave it to an Afghan electricity company that
our own special inspector general has criticized for lacking the nec-
essary expertise.

Obviously the decision to move from Afghanistan is one that
enjoys popular support, and it is a decision that is not in your
agency per se. But can you talk about the impacts of these projects
that we have invested so much money in, that now we are either
turning over to Afghan institutions that are documented as having
very little accountability, unless you disagree, and then we can talk
about that. But more importantly, there is this notion that these
major projects that we are on the verge of completing or what have
you and have already invested a lot of money in, we are either not
going to complete and turn it to others to do or not do at all be-
cause of the eroding security situation in some of these regions,
and the challenge that that poses.

Dr. SHAH. Well, I thank you for the question, and I would note
also that American investment in Afghanistan has already allowed
for a more than tripling of energy access for Afghan citizens,
including in Kandahar City, which is what the Kajaki Dam is
intended to improve upon.

We saw that article, and it inaccurately reflected a sense that we
were cutting back or scaling back our commitments there. In fact,
I just spoke with General Dunford earlier this week who spoke spe-
cifically about his recent visit to Kajaki where the USAID military
partnership to refurbish and expand its capacity to produce elec-
tricity is proceeding at pace. We think we will be successful.

The partnership is with Black & Veatch/Louis Berger, which is
a firm that has been doing the project. And it is also with the
Afghan Electricity Company. The reason they are part of the part-
nership is they have to ultimately collect the revenue to sustain
that effort, and we have been working with them, in some cases
using new technology, like mobile-phone-based electricity pay-
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ments, which has allowed them to increase by more than 300 per-
cent their revenue collection from Afghans who benefit from this
electricity.

And that is what will be required to sustain these efforts over
time, so we do have to work in a responsible, transparent way with
our Afghan partners. I think that is a good example of how we
believe we can be successful. And Kajaki remains a priority within
our shared military-civilian campaign plan there.

The CHAIRMAN. Thank you.

Senator Kaine.

Senator KAINE. Dr. Shah, great to be with you today.

When the President in his State of the Union talked about the
big goal, the eradication of extreme poverty in the world over two
decades, the United States in tandem with others, you know, I
applauded because I love the big goals, and I think we are sent
here to do big things, and we ought to be looking for the big goals.
But at the same time, I find myself wondering a little bit.

Sometimes there is a hubris that we have if something goes
wrong in Syria or North Korea, and we kind of get into what did
we do wrong, or what is our responsibility. And as I read some of
the development literature about why the bottom billion or the bot-
tom million, you know, the United States not doing enough usually
is not one of the reasons why cultures or people get locked into
extreme poverty. So clearly, a goal like that of extreme poverty
eradication in two decades is one that has to be done in partner-
ship, and it also has to be one around which there are some pretty
clear metrics.

I just would like it if we have talked about this in Senator
Cardin’s office, a little bit about hunger and preventable child
death. But let us talk sort of about metrics, and let us talk about
partnerships that you intend to leverage, both NGO partnerships,
but also, you know, how are we incorporating other nations into
this goal?

Dr. SHAH. Well, thank you, Senator, and thank you for your
extra commitment to this particular issue because I think it is an
issue where real significant political leadership will, in fact, make
a huge difference.

The President claimed and put forward the goal of ending
extreme poverty within two decades because we believe for the first
time in human history that it is achievable. We have seen between
2005 and 2008, for the very first time in our history, extreme dollar
and a quarter a day poverty fall in every region of the world for
the first time. And we believe we are on that path today. We know
that there are about 1.2 billion people that live in that sort of
excruciatingly difficult situation, and we know that bringing them
into a more connected global economy will be the path that gets
them out of extreme poverty.

So the question then, as you point out, becomes, what are the
right metrics to measure? We believe the dual goals of ending hun-
ger and ending preventable child death are the areas where Amer-
ica can make the biggest contribution toward that outcome specifi-
cally. We measure our efforts in food and hunger by looking at
incomes of farm households, by looking at the number of farm
households we reach, by looking at agricultural development and
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agricultural GDP growth specifically in countries where we focus,
and then by correlating that to reductions in extreme poverty.

We know agricultural GDP growth is three to six times more
likely to reduce extreme poverty, and we have seen that trend play
out in the 19 Feed the Future countries that have had on average
a 5.6-percent annualized reduction since joining the program.

On child death and on global health in particular, we can meas-
ure a number of specific things, but under-5 child mortality is the
core measure of how many children are dying. And it is actually
a pretty good correlate for other morbidity related measures about
disease and loss of productivity related to child death, meaning if
a lot of kids die, then a lot of kids are also getting sick and not
going to school and other negative consequences.

So those are the two things. We measure them. You can actually
download an iPhone app that we have that shows you the health
statistics and under-5 mortality statistics elsewhere.

Going forward, as part of achieving this goal, we will also expand
our efforts in energy access because that is such an important
driver of helping families move out of poverty, and believe it is pos-
sible to double energy access in sub-Saharan Africa from 30 to
roughly 60 percent, and to achieve that in a very highly leveraged
way with strong partnerships with American businesses that help
bring energy to many parts of the world.

So we believe that these objectives are possible, but they are only
possible with setting a big goal, bringing other countries and inter-
national institutions to bear. The United Nations will in the next
18 months identify a new set of global millennium development
goals, and John Podesta is our representative to that process and
has also advocated for setting the goal of ending extreme poverty
within two decades.

And quite frankly, the United States makes outsized and criti-
cally important investments in those places where extreme poverty
will be concentrated 4 or 5, 6 years from now, places like Afghani-
stan, Pakistan, Somalia, and with a results-oriented public-private
partnership approach, we believe it is achievable.

Senator KAINE. The public-private partnership approach, the
data I see suggests now, you know, foreign aid dollars, if you look
at a public-private, 10 to 15 percent is public, and 80 to 85 percent
is private—philanthropic, NGO. Talk a little bit about the lever-
aging you do in tackling a big challenge like this with the NGO
community.

Dr. SHAH. Absolutely, and, in fact, that is the exact opposite from
40 years ago. Forty years ago, flows into these countries were
largely public investments, and private investments were the 15
percent. Now that has been flipped on its head, and that is why
we have pursued USAID Forward as a reform agenda that allows
us to partner differently with companies all around the world.
When we engage, for example, in ending preventable child death
in India, we are not spending more money in India by any stretch,
but we are working with Unilever and other partners that can get
improved technologies and start businesses that reach some com-
munities that can be profitable businesses, and also can work to-
ward the objective of saving children’s lives and ending extreme
poverty.
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And that increasingly is defining a broad range of partnerships.
USAID has been recognized by its peers as leading in this area,
and we have now completed almost 1,100 of these public-private
partnerships around the world, many of which I think are a gen-
uine model of how we can achieve the end of extreme poverty.

Senator KAINE. Great. Thank you.

The CHAIRMAN. Thank you.

Administrator, let me just follow up a moment on Syria before
I go to one area of concern that I have in the budget. Have you
been approached or has there been any discussion in any inter-
agency process about the need to achieve credit with the Syrian
people for our assistance, balancing obviously protecting our aid
provided by not marking everything so that it says U.S.—delivered
by the people of the United States, but still trying to develop some
ioundation of having them understand who is being supportive

ere.

Has there been any talk about changing the current approach,
going primarily through the United Nations and possibly filtering
some of this assistance through the opposition that we have vetted
as opposition that we believe share our values?

Dr. SHAH. Yes, Senator; there have been precisely those con-
versations. I would note that of the $385 million of humanitarian
assistance that we provide, we use the United Nations as core part-
ners in delivering that assistance, but also a sizable proportion
goes to NGOs and other private organizations that are able to
sometimes more effectively and with U.S. branding reach opposi-
tion controlled areas and settings. And we believe more than 60 to
65 percent of our aid and assistance actually goes into opposition
controlled areas and targets specifically those communities. And we
make every effort to not only brand and publicize when we can and
when that is safe, but we also have in parallel, TV and media
efforts to try to communicate what the United States is doing.

In addition to that, on the services side, we are working directly
with the Syrian Opposition Council to help them provide that sup-
port and do this together, and that was the additional $250 million
that Secretary Kerry announced this weekend that is separate and
apart from the basic humanitarian aid, but often will provide water
services, or diesel generators and fuel, or other things that are
critically needed essential services, as an economy is going through
that very difficult time.

I would say one last thing about this, sir, is the extent to which
we believe there has been specific targeting by the Assad regime
of our humanitarian partners. We know there have been 143
deaths of doctors and nurses and other medical personnel that
have worked with and at our various supported field hospitals or
hospital sites. We know that more than eight U.N. international
staff have been killed as part of efforts to provide services. We have
very clear data that bakeries and hospitals are preferentially tar-
geted by regime forces in opposition controlled areas, for example,
in parts of Aleppo.

The safety and security concerns are very real, and we do respect
our partners, some of whom are working with Syrian-American
doctors, for example, that do some extraordinarily courageous
things, but they do it with a real concern for their own safety.
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The CHAIRMAN. Well, I am not surprised about Assad, and I am
concerned, having seen the most recent reports about chemical
weapon usage, if that is verified, it makes all the more case that
we have to change our dynamics there and the tipping point.

Let me go to an area of the world that I am confounded by the
administration as well as previous administrations’ views. We have
seen a continuing significant decline in our assistance to the West-
ern Hemisphere, particularly to Latin America and the Caribbean.
And I am amazed because all the things that we debate here in
the—or many of the things, I should say, not all the things, but
many of the things we debate here in the Congress are, in fact,
emanating in our front yard.

If T do not want to see undocumented immigration in this coun-
try, there are push factors—people leave their countries for only
two reasons: civil unrest or dire economic circumstances. Otherwise
they would stay. So it is in our interest through our development
programs to try create greater economic growth in our own hemi-
sphere.

If we want to help governments stop transnational crime and
narcotics trafficking, you have to give poor growers who have to
sustain their families, alternative crops so that they are not grow-
ing coca at the end of the day. That is in our national interest be-
cause the last thing we want to see is those narcotics end up in
the streets of our cities.

If you want to open up greater markets for U.S. products and
services for which there is an affinity by Latin Americans to U.S.
products and services, you want to create economies that are ulti-
mately going to buy more U.S. products and services. If you want
to look at some of the incredibly important biodiversity issues that
affect us collectively, you want to think about how you change the
dynamics of eviscerating a rain forest. If you want to stop some of
the diseases that had been largely eradicated and now begin to rise
again, such as tuberculosis, they know no boundaries.

So I am amazed that with all of those realities and with the
unrest and the movement away from democracy in the region
toward dictatorships and totalitarianism, that we continue to cut—
this is like a 6-percent cut, but if you compound it over the last
several years, you are looking at a very enormous cut. And we just
finished talking about poverty. Well, about 30 percent of all of the
region’s population is below the poverty level, and of those, 66 mil-
lion are in extreme poverty. This is in our own neighborhood.

So I do not understand the cuts that we are seeing. I know that
we are going through programmatic changes with Mexico and
Colombia. We are moving away from hardware to institution-build-
ing. But when I look at the totality of these cuts, I just do not get
it, and that is why we create a void in which people like Chavez
when he was alive ultimately filled the void, where the Chinese are
coming in our own hemisphere, where the Iranians have been pro-
moting diplomacy in the hemisphere. I just do not get it.

So I look at that. I look at in another context—a cut on Cuba’s
democracy program at a time in which, in fact, we had 6,000
arrests and detentions last year. We had the Ladies in White, a
group of women whose husbands or sons sit in Castro’s jail simply
because they sought peaceful change in their country, get attacked
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brutally every week. We saw Oswaldo Paya assassinated, one of
the leading human rights individuals inside of Cuba. His daughter
was here not too long ago and made it very clear to us, from all
the information, that he was assassinated. And yet we see a cut in
that program.

So I look at the totality of this, and it certainly does not make
public policy sense to me. So I am going to be looking to try to
change this because I just think we have created—and it is not
until we have a major problem in the hemisphere that everybody
will run, and we will spend a fortune instead of doing the right
thing now that can ultimately create the seeds of democracy in
open markets within the hemisphere.

If there is one bright spot here, it is CARSI, which obviously is
one of my critical concerns, and I will be traveling on the break to
this region, in terms of preventing violence, combating narcotics
trafficking, increasing citizen security. And I look forward to hear-
ing how you are going to use the funding for 2014 there, as well
as how do we create in these countries fiscal and policy reforms
that can sustain us moving forward.

So, I have gone over my time, but this is one of my passions and
no one else seems to have a greater passion for it. But it just does
not make a lot of sense in my mind in terms of the national inter-
ests and security of the United States.

Dr. SHAH. Thank you, Senator. We had the chance to discuss
this, and I very much appreciate and recognize your strong and
consistent leadership here. We, too, believe the region is critical
and important. We have had to present a budget that conforms to
an overall 6-percent reduction, which has forced a lot of difficult
tradeoffs at a time when the actual number of humanitarian disas-
ters around the world is doubling what we need to respond to in
terms of case loads.

There have been, as you point out, some critical areas, like
CARSI, where we are presenting in this budget a 23-percent
increase in our investment and our focus on that critical security
program for the Northern Triangle. We know that our efforts have
been delivering real results. In Mexico, where we have worked on
prosecution-related partnerships, we have seen the rates in partici-
pating cities go up significantly and delays go down significantly.
We built a new partnership with Los Angeles to bring some of the
crime control measures that have been effective and proven in that
setting to other countries in the region. We know that the alter-
native crop program, to which you made reference, in Peru has
been successful there and a model for work in other parts of the
world.

And we also see across regions—Latin America has been by far
the most successful with public-private partnerships. For every dol-
lar we put into a public-private partnership in that region, we are
able to attract $2.53 dollars from private sector, local partners. And
we believe that that serves as an engine of sustaining significant
development, investment, and partnership.

But we recognize that this is a very important region, and we
have had to make tough tradeoffs in a budget that we certainly
wish was larger.
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The CHAIRMAN. I will just close on this, Administrator. For sev-
eral years now, whether you were the Administrator or previous
ones, I have heard that there are always tough tradeoffs. And
where the tough tradeoff goes always is Latin America and the
Caribbean. That is always where it ends up being cut. And I just
think that that is foolish at the end of the day. We are going to
have a problem, and then when we have the problem, we will
spend a fortune.

We did the same thing with Central American wars, and then
after we spent a fortune in Central America providing democracy,
we got out, and we did not lay the foundation of the seeds that
would have provided long-term growth and prosperity.

Senator Corker.

Senator CORKER. Thank you, Mr. Chairman. I am glad to hear
you talk about a topic you care deeply about. Thank you.

Mr. Administrator, I want to talk to you this round of questions
about USAID Forward. And, again, I want to say I really appre-
ciate the thrust that you have had toward self-sufficiency. I know
what you are trying to do is move away from NGOs that are not
necessarily based in the area or based in the country, and try to
build capacity with governments that are there.

And obviously, you know, foreign aid is under criticism right
now. A lot of people here in our country see needs here and wonder
why we are doing things in other places, and so I do think that the
move toward self-sufficiency is a good one. On the other hand, deal-
ing in that manner can create a lot of political risk. You end up
dealing with governments that sometimes commit fraud and are
involved in corruption. It does mean probably that we move toward
more direct involvement with them.

And I just wondered if you might talk a little bit about your con-
cerns there and your plans to alleviate those, and also comment on
whether—if you were moving ahead with this effort, which I hope
you will, if you see countries where corruption and other kinds of
things are taking place—you will withdraw due to their lack of
accountability and responsibility.

Dr. SHAH. Thank you, Senator, and I appreciate the opportunity
to discuss with you USAID Forward. This has been our signature
agency reform effort and has covered three major areas of trans-
formation. One is how we partner around the world to which you
have asked that question.

But there have been other areas of focus within USAID Forward
as well, a real focus on science, technology, and innovation, and
making sure we bring the best of what America has to offer to our
work has been a core element, as well as an absolute focus on
measurement, results, evaluation, and transparency, which has
been an important part of this.

But going to your question specifically, a core part of our think-
ing is using and partnering with those who represent real local
solutions. We can bring the cost structure of our work down and
create the kind of institutional strength that can sustain these
efforts and activities after American aid and assistance goes away.
And that is the basic theory.

Nearly every one of our peer countries spends somewhere
between 60 and 80 percent of their total budget on these types of
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local institutions. When I started at USAID, we spent 9 percent in
that space. So we have had a focused effort to increase that per-
centage to something that we think is responsible, and we have
asked every mission to identify what that responsible level might
be, taking in account for all kinds of considerations, including cor-
ruption and weak institutions locally.

The result of this has been a process where we have moved more
resources to local partners. But in all of those cases, we have con-
ducted careful and rigorous country assessments. If we are going
to work with a local government, we assess their capacity to be
transparent. If they are not, we say, sorry, we cannot work with
you. And in some cases, they will come back and say, OK, well,
what can we do differently as they have in Malawi and Liberia,
where, as a result of receiving our assessments, they said, OK, we
will embed an international auditing operation within our Ministry
of Finance, or we will build a strong public financial management
system that gives you the confidence. And then, by the way, you
can work with us, and then other partners can also work with us
because we are committed to fighting corruption as best we can
with your partnership.

So I believe this effort has really transformed our capabilities.
Our staff is out and about working with partners. We are able to
find and support local entrepreneurs. We have offered credit guar-
antees to dozens of local banks that have increased their lending
to small and medium enterprises in Africa, for example, by $530
million last year, at almost no expense to us because those credit
guarantees do not get called down because the people tend to be
good for the loans.

And we have seen external validation from nearly every major
development entity and expert organization in this town, ranging
from AEI and Heritage to the Center for American Progress and
OXFAM.

So, I know that this is tough. I know in places like Afghanistan
where corruption can be a very significant endemic challenge we
have a different approach.

In that setting, most of our “on budget assistance” goes to an
entity called the Afghan Reconstruction Trust Fund, which is man-
aged and operated by the World Bank. And while that is not quite
what we meant by local solutions, it protects and safeguards very
significant American investment in that country’s future, and we
will not take undue risks in that context.

Senator CORKER. Well, again, I like the thrust that you have
with ag. I like the thrust that you have with USAID Forward. I
think the movement toward self-sufficiency and dealing with people
in their own countries is a great—I like the way you are levering
PEPFAR, the way you discussed with Senator Rubio.

One area that I think we are not doing a good job in leveraging
is in trade. In other words, if we want some of these developing
countries to really move toward self-sufficiency, something we can
do well is really increase the ability of those countries to trade
internationally and to trade with us. And yet if we look at the
efforts, there is really not a coordinated effort. GAO says there is
18 different agencies that focus on trade. We understand when the
report comes out each year to focus on how much effort toward
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trade is taking place, people just start lumping in things: a road-
way in Afghanistan, something else.

I am wondering if you might consider putting some effort into a
coordinated trade effort so that we can help leverage many of the
self-sufficiencies you are talking about and move away from the
day-to-day assistance effort that we continue to be involved in.

Dr. SHAH. Well, thank you, Senator. The short answer, sir, is
absolutely we will. And I believe in this second term, in particular,
this will be an increased focus, specifically with respect to some of
our efforts in Africa, but also in context ranging from Jordan to
Afghanistan to Haiti. In fact, in Afghanistan, one of the most im-
portant things we can do is help clean up the process by which cus-
toms are collected and revenues are generated and then actually
sent back to the government. And by cleaning up that process, we
think they can significantly improve their domestic revenue collec-
tion, which will be critical to smoothing the reality of less inter-
national expenditure in that country.

In Jordan, we have seen a 250-percent improvement in customs
collections because of our partnerships with them. Sometimes it is
bringing technology to border posts. Sometimes it is just bringing
transparency to those settings and helping to improve transparent
customs collection.

In parts of east Africa, as coordinated with our Feed the Future
effort, we are actively expanding the focus on regional trade. In
Tanzania, for example, as a precondition for being part of our part-
nership, we asked the Tanzanians to forgo the export bans they
have put on Tanzanian agriculture. Every time food prices go up
or there is a regional shortage, they use those export bans. And
that, of course, creates a strong disincentive for investment. So
they have made that commitment, and now we are working with
them to clean up the kind of checkpoint process as roads cross from
one country into neighboring countries. The same is true of South
Sudan and its neighbors.

So these types of efforts, while they do not get a lot of publicity
and do not tug at the heartstrings in the same way, they do, in
fact, improve domestic revenue collection speed, local and regional
trade and investment, and are often very high on the list of what
local businesses will ask us to advocate for and prioritize. And you
are absolutely right, and we should do more, and we will try to.

The CHAIRMAN. Senator Casey. On the second round, I go to
members who have not had an opportunity.

Senator CASEY. I am very happy about that. [Laughter.]

Mr. Chairman, we often say thank you, Mr. Chairman. I want
to say it loud and clear. Thank you, Mr. Chairman. We know of the
seniority rule.

I wanted to, first, by way of commendation for the work that you
have done. We appreciate that. You have been stellar in a very dif-
ficult environment and in a very tough position.

I wanted to direct your attention to two areas. One is the ques-
tion of food aid. Too often around here, and I point a finger of
blame at myself and probably could extend that to others as well.
But we do not talk enough about the impact of the international
affairs budget on our States and on the country, in addition to
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making the argument about security and the important necessity
of food aid and aid like that.

Interestly, in Pennsylvania, three numbers: 3, 223, and 112. Just
looking at these numbers today, and we should have them—
I should have them memorized by now. The U.S. Export-Import
Bank financed over $3 billion in exports from 223 companies in 112
communities in Pennsylvania. We do not say that enough. We do
not often make that very important and substantial and measur-
able nexus between that support and what happens in a State like
Pennsylvania.

We have more than 30,000 international students studying in
Pennsylvania in 2011, and they brought over $950 million into the
State’s economy. So all these subjects we are talking about when
it comes to this budget are significant for our States and for the
country.

First of all, with regard to food aid, I was struck by—and I am
sorry I missed your testimony and your personal testimony, or the
testimony you gave today. But I was noting in your prepared testi-
mony, and you may have gotten to this already, but I think it bears
repeating, that you assert on page 4 that pursuant to this year’s
budget request, it would “enable us to feed 2 to 4 million more hun-
gry men, women, and children every year with the same re-
sources.” You go on to talk about buying food locally can speed the
arrival of aid by as much as 14 weeks.

It can also cost much less. And you go on from there to make the
case on flexibility.

I guess I would focus the first question on how do you make that
happen? How do you ensure that the potential recipients of this aid
get not just get the kind of food, but in particular, the nutritious
foods that they need, even if they cannot be bought in local
markets?

Dr. SHAH. Well, thank you, Senator, and thank you for your
unique leadership on food and hunger issues at home and around
the world. The legislation that you have worked on is often ref-
erenced appropriately as the underpinning of our Feed the Future
initiative and program. And your leadership on thinking through
food aid is very important to our aspiration to get this done.

Senator CASEY. Thank you.

Dr. SHAH. The reality is that over the last 3 years we have an
actual database driven by the fact that we have had in the inter-
national disaster assistance account about $300 million a year for
a program called Local and Regional Procurement. That program
provides us with real data about where we have been buying food,
how long it takes us to take regionally procured food to children
and women in needy situations.

It has shown us that we can use new and different kinds of tools
ranging from local foods and new food formulations to vouchers and
other card-based systems that empower people in settings where
we cannot physically reach them with food convoys for security rea-
sons. And it has given us the confidence that we can use the teams
and the organizations we have in place to implement this approach
in a way that delivers real measurable results.

And I would also add that through that effort, we know that
when we buy food locally, we put it in a bag that says “USAID
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from the American People,” and it has the same brand value as
anything else. In fact, I have actually been in settings where we
are feeding children with high nutrition pastes and things like
that. And I can assure you they are well aware because each
packet is individually wrapped and labeled and branded, that those
benefits accrue to them because of American commitment, gen-
erosity, and humanitarian support.

So we have a strong database that indicates that this kind of
flexibility will reach the 4 million additional children. And we know
that, frankly, this year, the Syria crisis is so dramatic and signifi-
cant that all of our flexibility will be absorbed in that setting,
requiring us to move children in Somalia, DRC, and Pakistan from
the LRP program to the Title II program. And because of the effi-
ciency differences, we will end up moving hundreds of thousands
of kids off the support programs as we make that transition if we
do not do this reform.

Senator CASEY. I appreciate that, and I have limited time, but
I will just raise one more question. You can amplify the answer in
written form as well. But on Syria, I know you have been asked
a number of questions today, and I am sorry I was not here for
that.

But I think we are still struggling with the best approach, and
I think it is both a bipartisan struggle, but also a bipartisan effort
that is being undertaken. Senator Rubio and I have legislation.
Senator Coons and several others are working with us on it. But
we are trying to move forward in a way that would be constructive
and effective in bringing the conflict to an end and to be able to
deal with the aftermath.

And I know this may be by way of reiteration, but just maybe
a couple of words about how you are going to continue to make
sure that the food aid gets to folks either on the Syrian side or the
refugee side in places like Turkey?

Dr. SHAH. Well, thank you. On the humanitarian side, we have
provided at this point nearly $400 million of humanitarian support.
We know that we are reaching 2.4 million Syrians inside of Syria
with everything from food to clean water to earlier in the season
winterization kits and blankets for their homes and their living sit-
uations. And we know that we are providing through a range of
partners support to the 12 million refugees with a real focus on
those in Jordan and Turkey.

In addition, we have also provided actual direct support to Jor-
dan to help them absorb what is essentially 42,000 children who
are now joining the Jordanian public school system in the neigh-
borhoods along the Syrian border and placing extraordinary strains
on their domestic situation. It has been difficult. Access inside
Syria is the biggest challenge, but we work with a range of part-
ners, including NGOs, that can focus and work in opposition con-
trolled areas.

In addition to that, Secretary Kerry this past weekend noted an
additional $250 million commitment specifically to the Syrian
Opposition Council to support services and governance efforts in
opposition controlled areas. And we are coordinating an inter-
national effort to bolster the SOCs capacity to provide real services
and governance in certain parts of opposition controlled Syria. And
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as Secretary Kerry noted, in making that announcement the Syrian
opposition has worked with us to also make commitments to re-
spect women’s rights, gender considerations, and to promote open-
ness in their approach to governance as this gets off the ground.

So we are doing everything we can. It is a very difficult operating
environment as, of course, you are well aware. And our people take
real risks to do this, but it is in our national security interests to
be actively engaged here.

Senator CASEY. Thanks very much.

The CHAIRMAN. Senator Rubio.

Senator RUBIO. Thank you. And the chairman brought this up
earlier, but I wanted to close the loop and just add my own
thoughts on the Cuban democracy programming. And he may have
made this point, and so I apologize. I was in the back for a few
moments.

But my understanding is that your core budget at USAID has
taken about a 10-percent reduction, is that correct? But the Cuban
democracy programs have taken a 25-percent reduction, which
seems way out of proportion to the general reduction for a program
of this small scale.

And a couple of points come to mind. No. 1 is, every time some
of our colleagues or others visit Cuba, one of the first things they
get complaints about from the Castro government is the democracy
programs. They absolutely hate it. That is No. 1. And there is a
reason for that, because not only are they antidemocratic, but
apparently they felt these programs in the past have been quite
effective.

The second problem then is, over the last few years, and this is
documented. I am not making this up. Some of our colleagues, in-
cluding the former chairman of this committee through staff, held
this program up with endless questions about it. And so I do not
think it is a coincidence that this reduced so completely out of pro-
portion from the size and scope of the program. And I just hope
that this will be reversed because I think it is a terrible precedent
and a terrible idea.

Beyond that, I do have concerns that I hope will be addressed
when the funding does come out, and hopefully it will be at a
higher level once it goes through this process, that it is truly being
purposed for democracy purposes. And I have no problem, and obvi-
ously I do not have anything here to say today about the people
who are currently receiving the funds and how they are using it.
I just think it is important that we be clear, this is a democracy
program, and there are actually provisions in law—the Cuban
Democracy Act, the Lever Debt Act—that actually condition what
it can be spent on and what it cannot be spent on.

So I am not claiming that it is being spent on things that it
should not be. I think it is very important that we be clear that
this money is being spent on the promotion of democracy, not on
the creation of grassroots community organizations that specialize
in, you know, better sewage treatment programs or what have you.
This is about democracy. That is what this program is about. And
I hope we will be vigilant in that regard.

And I also think it is important to ask ourselves—and by the
way, this is not a 1-year cut. My understanding, Mr. Chairman, is
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this has been a steady erosion of this program over the last few
years. But a 25-percent cut on such a small program, combined
with we have seen some of the political resistance to it over the
last few years. I personally do not believe it is a coincidence, and
I hope that this can be reversed.

On a broader point about foreign aid in particular, in general,
and I would use Egypt as an example, in particular.

I am a believer in foreign aid. I think it is an important part of
our foreign policy. It gives us influence. It allows us to impact
events around the world. I think it is an important tool in further-
ing our national interest. And I am sure you agree—I know you
agree—that the primary purpose of foreign aid is to further our
national interests.

Americans are concerned, however, when they see foreign aid
going into places—and I would just use Egypt as an example—
where you have government leaders and others in that society that
are participating not just antidemocratic things, but just systemati-
cally violating the rights of religious minorities and others. And I
think my question is on a broader scale—I am a firm believer, and
I want to get your thoughts—that our foreign aid should be condi-
tioned, and increasingly conditioned, on our national interests and
on our values, particularly when it comes to foreign aid along the
lines of supporting governments and their economic programs.

And 1 just think it is critically important that our foreign aid
come with strings—quite frankly, not with strings, with ropes
attached, that ensure that the money is being used to further our
national interests. It is not a charity. It is not paying tribute to a
foreign government the way one leading cleric in Egypt classified
it as. It is something that is designed to further our national inter-
ests and our values.

And I just want your general thoughts about what we can do to
improve on that front. What can we do to ensure that our foreign
aid is a carrot, and, quite frankly, an incentive for governments to
move their societies and their economy in a direction that is good
for them, but ultimately is really good for us because it is our
money.

Dr. SHAH. Well, thank you, Senator. On both points, I can assure
you on Cuba, your point is well taken, and we will make sure as
we have done that the focus of this program sticks to the letter of
the law and is focused on democracy and civil society. And per the
recent GAO report, I think those third party assessments show
that, in fact, that has been how we have managed to implement
this effort.

With respect to the general point about foreign aid, I am in com-
plete agreement that our foreign assistance advances our national
interests. Sometimes it advances our national interests by seeking
and achieving commitments to certain types of reforms that can
range from sectorial policy reforms to larger scale commitments to
protect the rights of women and minorities in certain situations.

We would be eager to work with you to articulate different forms
of conditionality, but Egypt is a good example because over the last
year and a half, as we have reshaped the program in Egypt, we
have essentially focused on a handful of priorities. The first is the
macroeconomic situation, and we have, in fact, conditioned our
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cash transfers and loan guarantee support efforts to Egyptian par-
ticipation and negotiations in the IMF program, because that is
what is required for them to be successful.

Second, we focus very much on youth employment. As Secretary
Kerry recently said, that is the core challenge, and we know that
our efforts help open up the economy, have led to 3,700 small busi-
ness starts; 7.9 million loans to local small-scale businesses that
create jobs for young people in those settings.

Third, we focus very much on women and minorities. We specifi-
cally support the Coptic Evangelical Organization for social serv-
ices, and a range of other minority rights organizations, and have
conditioned as part of our diplomatic dialogue this assistance on
ensuring space remains open for those civil organizations in respect
of those rights.

Senator RUBIO. I am sorry, when you say “diplomatic dialogue,”
we have told them we want you to protect the Coptic Christians,
or we have actually said

Dr. SHAH. In every conversation, absolutely.

Senator RUBIO. All right.

Dr. SHAH. And, we do not link everything to precise condition-
ality, but the basic themes of supporting the macropackage with
the IMF, supporting women and minorities, ensuring rights and
open space for civil society, and allowing private enterprise to flour-
ish and create jobs in areas where there is a lot of young unem-
ployment have been the drivers of our dialogue and are the basic
conditions for this program being in place.

The CHAIRMAN. Thank you.

Senator Coons.

Senator COONS. Thank you. I want to thank Senator Menendez
for convening this critically important hearing.

And I want to applaud you, Administrator Shah, for your deter-
mination, your vision, your leadership, and your deep commitment
to development issues. I share the views expressed by several of my
colleagues that development is absolutely essential to America’s
national interests, and I intend to continue to work with you to
ensure strong support for the appropriate balance between diplo-
macy, defense, and development.

But in order for me to be true to the concerns of my home State,
we also need to continue to pursue efficiencies to make sure that
funds that are being spent on foreign assistance are spent wisely
and well. And I have been impressed with your innovative
approach to furthering our development goals, to insisting on
accountability and to transparency. And so let me dive into a cou-
ple of things around it if I might.

I also want to commend the work of this committee in partner-
ship with USAID on Syria and Syrian relief, and I commend
Secretary Kerry’s significant increase and support through the
SOC, something we have discussed before and you know I have
pressed for.

Africa trade hubs, if I might first. I have been impressed with
the work of USAID’s regional trade hubs that help build regional
capacity in Africa and create economic opportunity for Americans
and Africans. How can they be expanded to promote and further
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interregional trade, and what ways do you think USAID can con-
tribute to expanded opportunities for trade investment in Africa?

Dr. SHAH. Well, thank you, Senator, and thank you for your on-
going support of this agenda and your tremendous personal experi-
ence and guidance on a range of issues as we go forward.

Specifically with respect to the African trade hubs, I would point
out that in both west Africa, eastern Africa, and southern Africa,
we have had independent evaluations that demonstrate that over
the period of 7 to 10 years, these trade hubs have significantly
improved interregional trade, that countries depend on them for
having clear and transparent custom systems and the ability to
move goods across borders.

We are implementing reforms as we speak. We are tying these
very closely to our agricultural programs and agricultural trade
efforts, and that has already borne quite a lot of fruit. The second
way we are informing them by is linking these to some of the
efforts to fight corruption and improve transparency with customs,
collection, and informal collections of tariffs at border posts. And a
third has been tying the trade hubs to our efforts to expand access
to energy in the region. Many of these settings—energy, trade—will
be one of the next big areas of regional trade and expansion.

So we are pursuing all of those with respect to these trade hubs
and obviously maintaining the budget support for these efforts has
been a challenge, but we think there is strong external validation
for the effectiveness of these efforts.

Senator COONS. Well, they are a modest investment that I think
has seen some real outcomes. I look forward to working with you
on those. There are so many other things I would like to talk
about: the Higher Education Solutions Network, which I think is
a tremendous idea, your, I think, bold reform, USAID Forward.

But let me also talk about food aid reform, which is a significant
proposal in this year’s budget. If you would, please discuss the
reforms to the Food for Peace Program that were included in the
Senate version of last year’s farm bill, what benefits they would
bring to the program, and what the proposals are in the adminis-
tration’s budget, and how that would deal with inefficiencies in the
current system. As I know, it has already been discussed, but con-
tinue to protect the vital interests of American farmers and ship-
pers as well. How does it strike the right balance?

Dr. SHAH. Well, thank you. We believe this proposal does, in fact,
strike the right balance. It incorporates many of the components of
what the Senate bill was moving toward, which is giving us more
flexibility to use and purchase food locally and to do that when it
is cheaper, more effective, it does not compete with American-
produced commodities, and it can help save lives in emergency
settings.

And we have a strong database over the last several years of
examples where we have done precisely that. And we also have a
strong database that shows that recipients of that type of aid and
assistance have the same appreciation of it as coming from the
United States and being branded as such as in the traditional
programs.

I would add that this proposal includes a commitment to con-
tinue to buy the majority of food from American producers and
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shipped on American-flag vessels. But we want to do that in a
more modern and science-based way. The science tells us that tra-
ditional commodity gifts are less useful at saving children’s lives at
times of crisis than high nutrition, micronutrient enhanced, pre-
packaged foods that are now being developed in Europe and else-
where in the world. We think they should be developed in the
United States. We have the best agricultural system and the best
agricultural companies on the planet, and we should be at the fore-
front of that.

So our team has created a pipeline of 10 to 12 new products and
technologies that will be emerging with those types of products. We
think that is very much the future of a science-based aid program
that can save the most lives at times of crises, and we think that
will be very effective.

Finally, I will just say with respect to shipping that we have
looked very carefully at this and provided a support program
expansion for the Department of Transportation. We believe that
most—in fact, there is quite a lot of concentration in this industry
with our use of a few firms really being at issue here, and we have
designed that to be able to ensure that those partners have a tran-
sition path in which they receive support and can maintain Amer-
ican jobs. And that was the purpose of that part of the proposal.

Senator CooNS. I look forward to working with you on a number
of these different great challenges of development. I have addi-
tional questions I would love to ask on Kenya and the Democratic
Republic of the Congo that I will submit for the record.

Thank you, Mr. Chairman, for the chance to question today.

The CHAIRMAN. Thank you, Senator Coons.

Senator Murphy.

Senator MURPHY. Thank you, Mr. Chairman. Welcome, Adminis-
trator Shah. Thank you very much for joining us. Let me just asso-
ciate myself with the comments of Senator Coons and others. We
are so appreciative of your work, and I think we understand now
more than ever that this Nation does not remain secure unless we
have a commitment to foreign aid and an understanding that the
only way to win the argument as we have been talking about on
this committee week after week and month after month is to make
sure that we are a true partner for development.

Administrator Shah, I wanted to talk about recent events in Rus-
sia for a few moments. I do not know if that has come up yet, but
we certainly were very disappointed to see the new Russian dis-
position not only on USAID, but also on other American NGOs that
have been very good work there.

And it is an open-ended question for you to just give the com-
mittee an update as to our strategy vis-a-vis Russia going forward.
To the extent that we do not have a physical presence there of
USAID, can we still accomplish with respect to our development
goals there from outside the country, and what do you see as our
future disposition toward that nation, and is there anything left
that we can continue to do without a presence there?

Dr. SHAH. Thank you, Senator, and thanks for raising that par-
ticular issue. It has not yet come up.

Over 20 years of history, the United States development partner-
ship with Russia had evolved to be very focused on specifically
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maintaining space for civil society organizations and supporting
those organizations, primarily Russian-led organizations that
sought to advance the principles of freedom of speech, freedom of
civil society, openness, transparency, and government and public
administration.

Obviously that specific space has been aggressively targeted with
those organizations, whether they are USAID partners or other-
wise, having been the subject of visits and raids and document
requests and other things that have made it very hard for those
organizations to continue their mission.

That said, our Ambassador in Russia and our State Department
team in Russia is very focused on this element of the partnership
and dialogue with that country. And, in fact, there are a range of
mechanisms they can use to continue to provide support through
international organizations and others to advance civil society
causes. But at the end of the day, we are very concerned and wor-
ried about the continued restrictions on these organizations.

By the time what happened last year happened, USAID was a
very small partner with these organizations that had become
almost entirely supported through a diversity of sources of support,
most of which were Russian. So it is not so much a targeting of
USAID that we are concerned about. It is the space and the ability
of partners, like GOLOS, to be effective operators.

Senator MURPHY. So without the mission presence, will there be
any presence of USAID dollars in Russia moving forward?

Dr. SHAH. Well, the State Department will continue to provide
engagement and support in a range of ways to partners. USAID
will not be part of that.

Senator MURPHY. Just turning quickly to Afghanistan, I want to
just raise a very specific point. On one of my recent visits there,
we were taking a look at some, you know, very productive pro-
grams that you had funded to try to build the agricultural sector.
And we continued to hear about a persistent problem of transport
that, though we were doing a better job of getting resources to pro-
ducers and they were producing new crops that were not poppy,
increasingly they just could not come up with an economic ration-
ale to get them out of the country to buyers because on average the
transport was being stopped 24 different times, legally and ille-
gally, by people who required them to pay fees. And by the time
{:hey got it to a port, it just did not make any sense to sell it any
onger.

Can you talk a little bit about this specific problem in Afghani-
stan and how that potentially gets better or worse as we decrease
our military presence there? We are doing a lot of good work with
farmers, but it does not do much good if they cannot get their prod-
uct to market because of the difficulty of transportation.

Dr. SHAH. Well, thank you for asking about agriculture in
Afghanistan. I think over the next 5 to 7 years, until some of the
mining resources come online, that will be the core driver of growth
and development and employment for the bulk of the people of
Afghanistan.

The reality is the central challenge for Afghanistan in this set-
ting is sustaining the huge gains that have already been made, and
ultimately replacing international support and military contracting
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with private activity and private investment. And private invest-
ment simply cannot thrive in an environment that, as you de-
scribed, has so many erratic points of engagement from officials, or
otherwise, who effectively create a difficult and sometimes corrupt
operating environment.

So we have worked in a number of ways to address that. First
we have created something called the Tokyo Mutual Accountability
Framework by which future aid commitments will be conditioned
on Afghans themselves achieving certain benchmarks, one of which
is specifically fighting corruption and improving the collection of
domestic revenue from customs and reducing transport bottlenecks.

Second, we work with them across the board on trying to, in a
more specific way, implement programs that address these things.
Thi