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THE AGENCY FOR INTERNATIONAL DEVELOP-
MENT AND THE MILLENNIUM CHALLENGE
CORPORATION: FISCAL YEAR 2012 BUDGET
REQUESTS AND FUTURE DIRECTIONS IN
FOREIGN ASSISTANCE

WEDNESDAY, MARCH 16, 2011

HOUSE OF REPRESENTATIVES,
COMMITTEE ON FOREIGN AFFAIRS,
Washington, DC.

The committee met, pursuant to notice, at 10 o’clock a.m., in
room 2172 Rayburn House Office Building, Hon. Ileana Ros-
Lehtinen (chairman of the committee) presiding.

Chairman ROS-LEHTINEN. The meeting will come to order. I will
recognize myself and then my good friend, the ranking member Mr.
Berman for 7 minutes each for our opening statements. Then I will
recognize any of our members who would like to offer an opening
statement for 1 minute each.

We will then hear from our witnesses and I ask that you please
summarize your prepared statements in 5 minutes each before we
move to questions and answers with our members under the 5-
minute rule.

Without objection the witnesses’ prepared statements will be
made a part of the record and members may have 5 legislative
days to insert statements and questions for the record subject to
the limitations of the rules.

The Chair now recognizes herself for 7 minutes.

There is little that is discussed here in the Congress these days
that does not immediately run up against the issue of our Nation’s
fiscal situation. Today’s hearing is no exception. Our Government’s
vast annual deficit, the rapid run-up of the public debt, the bor-
rowing and, indeed, the outright printing of dollars to pay that def-
icit and debt, have become extraordinarily critical issues.

This is not simply a crisis at the Federal level, but also a crisis
for state and local governments, and many individual Americans as
well. On a personal note, our county mayor was recalled by 88 per-
cent of the electorate based on this budget crisis just yesterday.

It is a crisis that appears in newspaper stories every day, with
headlines like: “From California to New York, States are Facing
lg/lonstrous Deficits, and Cities in Debt Turn to States, Adding

train.”

With such stories in mind, it is easy to understand why the
American people are demanding that we carefully scrutinize our
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Gov?lrnment spending, both domestic and foreign, both large and
small.

A rate of increasing our budgets, such as the 2-year increase of
an estimated 57 percent in USAID’s budget between Fiscal Year
2008 and Fiscal Year 2010 or the estimated 147 percent increase
in USAID’s budget between Fiscal Year 2001 and Fiscal Year 2010,
is just not feasible in light of what is happening here at home. As
I said in our hearing with Secretary Clinton this month, we must
make difficult decisions in light of the unfortunate fiscal priorities
facing us.

Those who complain about diminished levels of U.S. aid funding
need to ask themselves: How much less would an insolvent United
States be able to do? There are, in fact, freezes or cuts that can be
made that would actually help us maintain our efforts to help the
most impoverished people abroad who truly need our help.

We can take greater steps toward using small-scale education
vouchers of just a few dollars or less to help parents in poor coun-
tries choose their children’s schools. This will help them get around
the wasteful, corrupt bureaucracies that tend to expend large sums
while not always providing poor children with a good education.

If we cut our Development Assistance funding, we can move
some of that funding to USAID’s Development Credit Authority
program, which has a proven track record of leveraging about $28
dollars in private funds in support of development for every dollar
provided by USAID.

As we cut elsewhere, we can move more funding to USAID’s
Global Development Alliance program, which, again, leverages pri-
vate capital in support of development, focusing on partnerships
with corporations and major private donors, who can contribute
large, matching sums again cutting our Government’s cost.

We can freeze further increases in personnel. USAID’s staffing
alone has already grown by an estimated 22 percent in just the
past 2 years, for example. We can require the reform of the several
international development aid agencies run by the U.N., ending the
waste caused by staffing and program duplication that ultimately
comes out of American taxpayers’ pockets.

We can insist that governments in developing countries that re-
ceive our assistance be as committed to helping their own people
as we are, and end purchases of things like self-flattering monu-
ments that fly in the face of our taxpayers efforts to help. We
should not be giving aid to corrupt, unaccountable governments to
begin with. The focus should be from the grassroots up.

Our hearing this morning is about the budget requests for
USAID and MCC and the need to ensure maximum return on our
investments. This hearing also concerns the lessons learned since
USAID’s creation 50 years ago, as well as the need for a new as-
sistance concept, which led to the creation of the Millennium Chal-
lenge Corporation in the year 2004.

In that regard, concerns have been raised as to whether the MCC
will remain a unique agency that focuses on economic growth and
the graduation of countries from dependence on our aid, or if it will
begin to fall into the trap of providing more and more assistance
agreements with foreign governments, irrespective of U.S. require-
ments or priorities.
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After more than five decades of providing aid to other countries,
we know that assistance can produce dependency and corruption.
Ms. Dambisa Moyo, an economist and critic of our current assist-
ance program, made these comments in 2009:

“The African Union estimated that corruption was costing
the continent [of Africa] $150 billion a year, as international
donors were apparently turning a blind eye to the simple fact
that aid money was inadvertently fueling graft.”

And she continues:

“A constant stream of ‘free’ money is a perfect way to keep
[a] bad government in power. The aid system encourages poor-
country governments to pick up the phone and ask the donor
agencies for [the] next capital infusion.”

And she ends with this:

“It is no wonder that across Africa, over 70 percent of the
public purse comes from foreign aid.”

We know that economic growth is ultimately the only way that
development in impoverished countries can be sustained after our
assistance programs end and, at some point, they need to end.

Today, we have before our committee two leaders of United
States aid agencies who are working hard to meet the challenge of
preventing cycles of aid dependency and to create the kind of eco-
nomic development in those countries that will do just that, de-
velop while helping those most in need.

At this point I would like to recognize my friend and colleague,
Congressman Berman, the ranking member of this committee, for
his opening statement.

[The prepared statement of Chairman Ros-Lehtinen follows:]
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Remarks of the Honorable lleana Ros-Lehtinen
Chairman, Committee on Foreign Affairs
Hearing: “The Agency for International Development and the Millennium Challenge
Corporation: Fiscal Year 2012 Budget Requests and Future Directions in Foreign
Assistance”
March 16, 2011

There is little that is discussed here in the Congress these days that does not immediately run up
against the issue of our nation’s fiscal situation. Today’s hearing is no exception, Our
government’s vast annual deficit, the rapid run-up of the public debt, the borrowing and, indeed,
the outright “printing” of dollars to pay that deficit and debt, have become extraordinarily critical
issues.

This is not simply a crisis at the Federal level, but also a crisis for state and local governments,
and many individual Americans as well. Tt is a crisis that appears in newspaper stories every day,
with headlines like: “From California to New York, States are Facing Monstrous Deficits,” and
“Cities in Debt Turn to States, Adding Strain.”

With such stories in mind, it is easy to understand why the American people are demanding that
we carefully scrutinize our government spending, both domestic and foreign, both large and
small.

A rate of increasing our budgets, such as the 2-year increase of an estimated 57% in USAID’s
budget between Fiscal Year 2008 and Fiscal Year 2010 or the estimated 147% increase in
USAID’s budget between Fiscal Year 2001 and Fiscal Year 2010, is just not feasible in light of
what is happening here at home. Those who complain about diminished levels of U.S. aid
funding need to ask themselves: How much less would an insolvent United States be able to do?

There are, in fact, freezes or cuts that can be made that would actually help us maintain our
efforts to help the most impoverished people abroad who truly need our help.

We can take greater steps toward using small-scale education vouchers of just a few dollars or
less to help parents in poor countries choose their children’s schools. This will help them get
around the wasteful, corrupt bureaucracies that tend to expend large sums while not always
providing poor children with a good education.

If we cut our Development Assistance funding, we can move some of that funding to USAID’s
Development Credit Authority program, which has a proven track record of leveraging about $28
dollars in private funds in support of development for every dollar provided by USAID.
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As we cut elsewhere, we can move more funding to USAID’s Global Development Alliance
program, which, again, leverages private capital in support of development, focusing on
partnerships with corporations and major private donors, who can contribute large, matching
sums --- again cutting our Government’s cost.

We can freeze further increases in personnel. USAID’s staffing alone has already grown by an
estimated 22% in just the past two years, for example.

We can require the reform of the several international development aid agencies run by the UN.,
ending the waste caused by staffing and program duplication that ultimately comes out of
American taxpayers’ pockets.

We can insist that governments in developing countries that receive our assistance be as
committed to helping their own people as we are, and end purchases of things like self-flattering
monuments that fly in the face of our taxpayers’ efforts to help. We shouldn’t be giving aid to
corrupt, unaccountable governments to begin with. The focus should be from the grassroots up.

Our hearing this morning is about the budget requests for USATD and MCC and the need to
ensure maximum return on our investments. This hearing also concerns the lessons learned since
USAID’s creation fifty years ago, as well as the need for a new assistance concept, which led to
the creation of the Millennium Challenge Corporation in the year 2004.

In that regard, concerns have been raised as to whether the MCC will remain a unique agency
that focuses on economic growth and the “graduation” of countries from dependence on our aid,
or if it will begin to fall into the trap of providing more and more assistance agreements with
foreign governments, irrespective of U.S. requirements or priorities.

After more than five decades of providing aid to other countries, we know that assistance can
produce dependency and corruption. Ms. Dambisa Moyo, an economist and critic of our current
assistance program, made these comments in 2009:

“...the African Union. .. estimated that corruption was costing the continent [of Africa] $150
billion a year, as international donors were apparently turning a blind eye to the simple fact

that aid money was inadvertently fueling graft.”

“A constant stream of "free" money is a perfect way to keep... [a] bad government in
power.”

“The aid system encourages poor-country governments to pick up the phone and ask the
donor agencies for [the] next capital infusion.”

“It is no wonder that across Africa, over 70% of the public purse comes from foreign aid.”
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We know that economic growth is ultimately the only way that development in impoverished
countries can be sustained after our assistance programs end—and, at some point, they need to
end.

Today, we have before our Committee two leaders of United States aid agencies who are
working hard to meet the challenge of preventing cycles of aid dependency and to create the kind
of economic development in those countries that will do just that — develop — while helping those
most in need.

At this point, I would like to recognize my friend and colleague, Congressman Berman, the
Ranking Member of the Committee.

Mr. BERMAN. Thank you very much, Madam Chairman. I do ap-
preciate the opportunity to review the Fiscal Year 2012 budget re-
quest for USAID and MCC, and to explore the steps each agency
is taking to make our aid programs more effective and more effi-
cient. I want to welcome both Dr. Shah and Mr. Yohannes here.

This is Mr. Yohannes’ first chance to testify before the com-
mittee.

When Dr. Shah last testified before this committee, he had only
been in the job for a few months. Immediately he was caught up
in coordinating the U.S. Government’s response to the earthquake
in Haiti. Understandably much of the hearing was devoted to ex-
amining the status of those relief efforts.

At that time the administration was also in the midst of con-
ducting its QDDR and simultaneously a review of development pol-
icy, so we did not get much of a chance to get into the specifics
about his plans for reform.

Thankfully, Dr. Shah did not let the press of all this other busi-
ness deter him from pursuing an overhaul of the agency. In the
year since he last appeared before us, he has embarked on a very
ambitious reform agenda aptly named “USAID Forward.”

The aim of this effort is to change fundamentally the way the
agency does business. It encompasses reforms in nearly every as-
pect of the agency’s programming and operations. Under Dr. Shah’s
leadership USAID is taking aggressive steps to harness science,
technology, and innovation in support of development. He is explor-
ing new ways of partnering with the private sector to leverage re-
sources and achieve break-throughs.

Likewise, the MCC finds itself at a pivotal juncture. Created by
President George W. Bush as a new approach to development, the
MCC forms partnerships with poor but well-governed countries to
eliminate constraints to growth.

Given that the MCC was established by Republicans for the ex-
plicit purpose of creating a new model for development assistance,
I find it astonishing that H.R. 1, the Republican CR, slashes fund-
ing for the MCC by nearly 30 percent from the Fiscal Year ’10 en-
acted levels. Even the development credit authority—cited by my
chairman as a small but effective way of leveraging dollars—is cut
in H.R. 1, not expanded.
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Now that the MCC’s first two compacts have been completed in
Honduras and Cape Verde, and final evaluations are being con-
ducted, we have an opportunity to assess the added value of the
MCC. Many aspects of the MCC’s innovative model in such areas
as country ownership, transparency and accountability, and man-
aging for results are already being adopted by other foreign affairs
agencies as a result of the QDDR.

Yet, the MCC has not been content to sit on its laurels. It is con-
tinually proposing new ways to improve and strengthen its effec-
tiveness including a new initiative to expand partnerships with the
private sector.

I share the view of everyone on this committee that in this dif-
ficult economic climate we have an obligation to ensure that every
tax dollar is put to the best possible use and that we are receiving
a meaningful return on our investments. No area of the budget
should be exempt from scrutiny.

I must say that I am concerned by the unrealistic expectations,
often based on misinformation, that cuts in foreign assistance will
fix the deficit. A poll last fall by the Kaiser Family Foundation
found that four in 10 Americans erroneously believe that foreign
aid is one of the two biggest areas of spending in the Federal budg-
et.

A December poll by the University of Maryland showed that
when asked to estimate the amount of Federal budget that is de-
voted to foreign aid, the average American says 25 percent. When
asked how much would be an appropriate percentage, the median
response is 10 percent. Of course, what we actually spend is about
1 percent.

What is particularly interesting about this poll is that over the
15 years it has been conducted, the amount Americans think is
spent on foreign aid has gone up from 20 to 25 percent, while the
amount they think should be spent has remained steady at 10 per-
cent. Even during this time of economic distress, people still think
we should be spending about 10 times as much on foreign assist-
ance as we actually are.

As members of this committee, I think we have a special obliga-
tion to exert leadership to help correct some of these misunder-
standings. The U.S. Agency for International Development and the
Millennium Challenge Corporation provide the bulk of our develop-
ment assistance around the world. They use different approaches,
work with a different though sometimes overlapping pool of coun-
tries, but they both seek to reduce global poverty by promoting eco-
nomic growth.

Reducing global poverty is not a matter of altruism, though it
would be the right thing to do even if it brought us no direct bene-
fits. The truth is that addressing hunger, disease, and human mis-
ery abroad is a cost-effective way of making Americans safer here
at home. Our foreign assistance benefits us as much as it does our
local partners.

Let me offer a few examples. Anyone who had the experience of
suffering the H1-N1 flu last year, which fortunately turned out to
be much less deadly than we feared at first, can tell you that it is
worth investing in surveillance, detection and prevention systems
abroad.
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For just pennies a dose, we can rid the world of polio, which was
one of the most dreaded childhood diseases of the 20th Century in
the United States.

More than one in every five U.S. jobs is linked to exports and im-
ports of goods and services, and approximately half of all U.S. ex-
ports go to developing countries. If those countries are not stable
enough to serve as reliable trading partners, we lose our overseas
markets. And if these people don’t have a way of earning income,
they won’t be able to afford our products.

Dramatic increases in food prices in 2007-2008 created a global
crisis and led to political and economic instability around the
world. If we are not helping to increase global food production, ad-
dressing the impact of climate change, and enabling couples to plan
the size of their families, these problems are only going to get
worse.

The recent democracy movements across North Africa and the
Middle East have demonstrated not only the benefits of our secu-
rity assistance, but also the importance of contingency funds for a
flexible response. Countries that descend into chaos and anarchy
provide breeding grounds for extremism and training grounds for
terrorists. Just a small investment in supporting stable and peace-
ful transitions to democracy could yield far greater gains for U.S.
national security than billions for developing new weapons.

Since my time has expired, even though my statement has not
ended, I will ask unanimous consent to include my entire state-
ment in the record and I will forego describing the work of our for-
eign aid programs in Iraq, Afghanistan, and a number of other
countries as part of our national security strategy. Thank you,
Madam Chair.

Chairman RoOS-LEHTINEN. Without objection. Thank you, Mr.
Berman.

Chairman Smith, who chairs the Africa, Global Health, and
Human Rights Subcommittee, is recognized for 1 minute.

Mr. SMITH. Thank you very much, Madam Chair.

Dr. Shah, in your testimony you state that USAID supports
faith-based organizations. Last week I chaired a hearing on the
Democratic Republic of the Congo and Catholic Relief Services’ Sex-
ual and Gender-Based Violence Advisor Francisca Vigaud-Walsh
testified that she has repeatedly seen rape survivors in the eastern
Congo walk many kilometers from their displacement camp to the
nearest parish for assistance.

They do so not only to avoid stigmatization by going to services
available within the camp, but also because they trust the church.
This scenario is played out repeatedly throughout Africa. Many
people trust the churches and faith-based organizations and will
seek them out even when non-FBO services are closer or readily
available.

A Gallup Poll asked sub-Saharan Africans in 19 countries about
their confidence in eight social and political institutions. Seventy-
six percent responded they were most confident in their religious
organizations in their countries.

Not only are faith-based organizations culturally important in
places like Africa, often they are the primary provider of healthcare
services. I am concerned and I hope, Dr. Shah, you speak to this,
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that as the Global Health Initiative is unveiled and as it evolves,
what is being done to ensure that grants are not discriminated
a}igainst in terms of going to faith-based organizations because
they

Chairman ROS-LEHTINEN. Thank you.

Mr. SMITH [continuing]. Do not include population control?

Chairman ROS-LEHTINEN. Mr. Ackerman, the ranking member of
the Subcommittee on Middle East and South Asia.

Mr. ACKERMAN. Thank you, Madam Chairman. I fear that we
have forgotten how to reason. When we were kids we used to tease
each other and ask silly-seeming questions like, “Do you walk to
school or take your lunch?” It seems to me that is the question that
has been placed before us today. As I only have 30 seconds left, I
will try to unwind the puzzle when I have my 5 minutes. I yield
back.

Chairman ROs-LEHTINEN. Thank you so much.

Mr. Rohrabacher, the Subcommittee on Oversight and Investiga-
tions chair.

Mr. ROHRABACHER. Thank you very much, Madam Chairman.
Early this morning I was called by our U.S. Ambassador to Paki-
stan. He was on a plane escorting a U.S. Government employee,
Raymond Davis, out of Pakistan. This is a cause for joy and happi-
ness and we are very grateful that he has been released.

That a recipient of U.S. aid would treat our people in such a way
is shocking and should suggest that we take a close look at the fun-
damentals of who we give our aid to and whether or not they are
our friends or whether they are treating us like suckers. Thank you
very much, Madam Chair.

Chairman ROS-LEHTINEN. Thank you.

Mr. Payne, the ranking member on the Subcommittee on Africa,
Global Health, and Human Rights is recognized.

Mr. PAYNE. Thank you very much. I also think that we need to
review how our so-called friends treat us. However, we also need
to evaluate how our representatives behave in foreign countries. I
think everything has to be held in balance.

Let me just say that if these cuts continue, we will certainly see
an impact on not only our U.S. economy but national security, and
our Nation’s moral standing. These cuts, in my opinion, go too
deep. We all know that we will have to tighten the belt. We all
agree with that and we think we should move but I do not want
to see us being a pound wise and a penny foolish.

Some of the increases in staff at USAID is because they are tak-
ing away from contractors and in the long run there will be saving
of funds. Once again, thank you very much, Ms. Chair.

Chairman ROS-LEHTINEN. Thank you, Mr. Payne.

Mr. Chabot, Subcommittee on Middle East and South Asia chair-
man.

Mr. CHABOT. Thank you, Madam Chair. Let me just remind my
colleagues on the other side of the aisle when they continue to rant
against H.R. 1 and they were slashing and cutting and burning and
all the rest that we are broke and that is the reason we are trying
to be responsible and do the right thing.

As far as the American people not understanding exactly how
much is being paid out, there are all kinds of things floating out
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there that Members of Congress get free medical care and do not
pay into Social Security. There are a lot of things and a lot of mis-
information out there.

I have got a judiciary hearing. I probably will not be able to stick
around and leadership has a jobs forum. There is a lot going on so
let me just ask either during this hearing or in follow-up on ques-
tions, I am interested in funding. The USAID’s political party pol-
icy explicitly states, “Assistance to non-Democratic political parties
is prohibited.”

The vagueness of the policy, however, raises a couple of ques-
tions. I just want to know what the policy is relative to the Muslim
brotherhood in Egypt. Thank you.

Chairman ROS-LEHTINEN. Thank you, Mr. Chabot.

Mr. Meeks, the ranking member on the Subcommittee on Europe
and Eurasia.

Mr. MEEKS. Thank you, Madam Chairman. Let me just say that
it is vision sometimes that we have to have. Yes, we have got to
tighten our belt. We have to look at what our colleagues, what our
allies in Great Britain did. They tightened their belt.

They are having a fiscal crisis but yet they had vision enough to
know not to cut substantially their foreign aid budget because the
world is a much smaller place and we are now moving in that di-
rection where we are working with other folks and that is what we
need to do.

It is pay me now or pay me later. It is either have short-term
gain or long-term pain. If we slash the way we are talking about
slashing, we are going to feel the pain in the long-term. We should
have some vision and understanding of the entire world that we
live in because we don’t live in this world by ourselves. I yield
back.

Chairman ROS-LEHTINEN. Thank you.

Mr. David Rivera of Florida.

Mr. R1ivERA. Thank you, Madam Chairman. I hope as we get into
our question and answer period that you will address a major con-
cern of mine which is USAID’s treatment of its own subcontractors
in hostile environments such as Cuba.

I think the reason Alan Gross’ situation speaks to this, it is my
understanding that USIAD recently or is now basically abdicating
its concern for our workers who are in our service and are exer-
cising their duties on behalf of this country by requiring the sign-
ing of waivers for NGOs and for subcontractors, waivers over their
own safety of this personnel.

I think it is outrageous that we would basically wash our hands
over our own people in the service of this country for USAID’s de-
velopment programs and democracy building programs. I hope we
will address that in the hearing.

Chairman R0OS-LEHTINEN. Thank you so much.

Mayor Cicilline.

Mr. CiciLLINE. Thank you, Madam Chairman. Welcome to the
witnesses. We heard recently from the Secretary of State about the
three pillars of our foreign policy; diplomacy, development, and de-
fense. I recognize that all three of those are important parts of it
and particularly look forward to hearing about the development
component today.
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I think we need to all be reminded that the commitments we
make and the investments we make in this area of our foreign pol-
icy are not only describe our values as a country in promoting free-
dom and democracy around the world, but also ultimately enhance
our national security interest by creating a safer world. I look for-
ward to your testimony and welcome you to the committee. I yield
back.

Chairman ROS-LEHTINEN. Thank you.

Mr. Mike Kelly is vice chair of the Subcommittee on Asia and the
Pacific.

Mr. KeLLY. Thank you, Madam Chair.

Thank you for being here today. I have got to tell you, though,
we are the only country in the world that gives more than anybody
else, 1 percent of our budget, toward what everybody else does. If
we would quit going around the world going mea culpa, mea culpa,
mea maxima culpa, we just don’t do enough, I think we would get
a lot more accomplished.

I don’t think that we are talking about not helping foreign coun-
tries. I think we are talking about doing what’s prudent for the
American people. I wish the people on the other side of the aisle
would stop going around the world and telling everybody how ter-
rible America is. We should be talking about how great we are. No-
body does more than we do for the world. Thank you.

Chairman ROS-LEHTINEN. Thank you.

Mr. Keating. Oh, Mr. Connolly. Sorry. Thank you.

Mr. ConNoLLY. Thank you. I want to say to my friend wearing
the green tie with an Irish name who just admonished the other
side of the aisle, at least I don’t know Democrats who go around
the world saying mea culpa, mea culpa, mea maxima culpa. I speak
Latin, Mr. Kelly, so I know whereof you speak.

I will say this. If we continue to slash the foreign assistance
budget irresponsibly as your side of the aisle did in H.R. 1, we are
going to cripple our ability to exercise diplomacy. Then we are
going to say requiescat in pace. We need a vibrant robust foreign
assistance program as Secretary Gates said in the Bush adminis-
tration when he was in that administration and as Secretary Clin-
ton said just a few weeks ago before this very committee. I wish
Mr. Chabot was still here because I want to respond to him, too,
since he directly addressed

Chairman ROS-LEHTINEN. Perhaps in the afterlife.

Mr. CONNOLLY [continuing]. This side of the aisle.

Chairman ROS-LEHTINEN. Right now, Mr. Mack, Subcommittee
on the Western Hemisphere chairman, is recognized.

Mr. MACK. Thank you, Madam Chairman. I appreciate the hear-
ing today because I have some big concerns when it comes to the
Millennium Challenge Corporation and what messages we might
be sending around the world. I would like to also just add my two
cents into this back and forth. I do not speak Latin so I am not
going to do any of that but I will tell you this.

I think what I do speak is what the American people are saying
is, “We are broke. We are broke. Every time we spend more money,
we borrow it from somewhere else.” We cannot afford to continue
to do that. I will agree with my colleagues that we have a lot of
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priorities but so far what I've seen on the other side of the aisle
is they haven’t found something yet that they would like to cut.

Every time we go to a hearing all we hear is, “We are slashing.
We are slashing.” But you haven’t offered anything to cut and we
are in this predicament because of the leadership of the other side.

Chairman ROS-LEHTINEN. Thank you.

Mr. MAckK. I don’t know where Latin fits into that but thank you,
Madam Chair.

Chairman ROS-LEHTINEN. Thank you.

Mr. Murphy of Connecticut.

Mr. MurpHY. Thank you, Madam Chair.

I look forward to your testimony. I think part of the frustration
comes from the fact that a lot of us don’t understand the distinction
that gets made between a scared cow, which is the Department of
Defense, and the State Department and USAID budget that seems
ripe for targeting.

I think every country in the industrialized world has figured out
that a national security strategy involves being very strong when
it comes to tanks and guns but being very strong when it comes
to foreign aid as well. I think that we see a double standard that
doesn’t make sense with how most national security experts would
describe a safe nation in the long run.

My one query as you make your comments is back to Mr. Kelly’s
point in part. I want to make sure that when we are putting aid
into these communities, how do we make sure that we get credit
for it? How do we make sure that it has an American face—to the
degree that we can—so that people understand the commitment
that we are making here. I know it is an ongoing conversation and
something I am very interested in hearing about.

Chairman ROS-LEHTINEN. Thank you.

Ms. Buerkle of New York who is the vice chair of the Sub-
committee on Terrorism, Nonproliferation, and Trade.

Ms. BUERKLE. Thank you, Madam Chair.

Good morning and thank you for being here this morning. I agree
with the gentleman, Mr. Connolly, who said we need a vibrant for-
eign affairs policy. However, that policy needs to be one that is pru-
dent with the American taxpayer’s money when it is accountable
to the American taxpayer’s money and what is in the best interest
of this country. I look forward to the hearing this morning. Thank
you.

Chairman ROS-LEHTINEN. Thank you so much.

Judge Poe, the vice chair of the Subcommittee on Oversight and
Investigations, to wrap up.

Mr. POE. Thank you, Madam Chair. In my opinion the foreign
aid process is a mess. Fifty years after a Foreign Aid Authorization
Act the process is still what President Kennedy called bureaucratic,
fragmented, awkward, and slow. It is no surprise that our aid in
real dollars is now at the highest level since 1985 and that in FY
2009 we gave twice as much money away as any other country.

We need to bring transparency and accountability back to the
process. In typical Washington fashion all of our foreign aid is done
at once in one bill. We either pass the bill for everybody or no one
gets it. I am introducing legislation today that breaks this process
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up. It changes House rules so members are able to vote on each
individual country one at a time.

For every dollar handed out we will be able to ask, How does this
further the interest of the United States? If a country can justify
that it is critical to U.S. interest, then it will pass. If not, the bill
should not pass. I think it is time we show some accountability as
Members of Congress and account for the money we spent over-
seas. Thank you, Madam Speaker.

Chairman ROS-LEHTINEN. Just the way it is. Thank you, Judge.

The Chair is pleased to welcome our two esteemed witnesses. Dr.
Shah is the Administrator of the United States Agency for Inter-
national Development. He was nominated by President Obama and
sworn in as the 16th USAID Administrator in December 2009.

Previously Dr. Shah served as Under Secretary for Research,
Education, and Economics, and as Chief Scientist for the U.S. De-
partment of Agriculture. He has also served as the Director of Agri-
cultural Development in the Global Development Program at Bill
and Melinda Gates’ Foundation. Dr. Shah earned his medical de-
gree from the University of Pennsylvania Medical School and a
master’s degree in health economics from the Wharton School of
Business.

Dr. Shah, thank you for attending.

Then we will hear from Mr. Daniel Yohannes, the Chief Execu-
tive Officer of the Millennium Challenge Corporation. He was nom-
inated for this position of CEO by President Obama in 2009. Mr.
Yohannes is an active philanthrophist and a former banker pre-
viously serving as vice chair of the U.S. Bank.

Immediately prior to his confirmation Mr. Yohannes served as
president of NMR Investment, a firm specializing in financial serv-
ices and the renewable energy sector. From 92 to ’99 Mr. Yohannes
also served as president and CEO of Colorado National Bank and
prior to that held numerous leadership roles at the Security Pacific
Bank now called Bank of America.

It is also a pleasure to have you here, Mr. Yohannes. Please feel
free to summarize your statements. Your statements in full will be
made part of the record.

Thank you, Dr. Shah. We will begin with you.

STATEMENT OF RAJIV SHAH, M.D., ADMINISTRATOR, U.S.
AGENCY FOR INTERNATIONAL DEVELOPMENT

Dr. SHAH. Thank you very much Madam Chairman, Ranking
Member Berman, and members of the committee. I am honored to
join you here today in support of the President’s Fiscal Year 2012
Foreign Operations Budget Request.

First, I want to briefly comment on USAID’s response to the dev-
astating earthquake and subsequent tsunami that hit Japan last
Friday. As we speak today, a disaster assistance response team and
two urban search and rescue teams from Fairfax and LA County,
the same men and women that responded so bravely and effectively
to last year’s tragic earthquake in Haiti, are working to save lives
in Japan. I would like to thank these teams for their courage.

In the Middle East our humanitarian response experts are cur-
rently on the Tunisian border and in Egypt helping coordinate and
deliver assistance to the tens of thousands of people that are flee-
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ing the conflict in Libya meeting immediate needs and returning
foreign workers safely to their countries of origin.

Madam Chairman, 1 year ago in this chamber, you asked me to
increase our private sector engagement to harness the power of
technology and to expand the use of our development credit author-
ity to more effectively leverage private investment.

Ranking Member Berman, you emphasized the importance of en-
suring that aid reaches those who need it most and that it is deliv-
ered with maximum effectiveness and efficiency. I have taken these
concerns to heart. Consistent with the President’s Policy Directive
on Global Development and the Quadrennial Diplomacy and Devel-
opment Review, we have launched a series of comprehensive re-
forms we call USAID Forward, designed to cut red-tape, improve
accountability, and deliver better results.

We are also placing a renewed emphasis on economic growth,
driven by private sector investment as demonstrated through our
Feed the Future Food Security Initiative. Groundbreaking new
partnerships with Pepsi-co and General Mills will deliver tens-of-
millions of dollars in investment in African agriculture achieving
tremendous leverage for our taxpayers and helping to create sta-
bility in places where food riots and famines are all too familiar.

Our FY 2012 budget request doubles the capacity for develop-
ment credit authority and more than doubles the ceiling on loan
guarantees allowing us to generate $28 of private investment for
every single dollar of taxpayer funds applied.

And across our portfolio, we are seeking new ways to harness the
power of technology for development. In Haiti, rather than rebuild-
ing brick-and-mortar banks devastated by the earthquake, we are
partnering with the Gates Foundation to begin a mobile banking
revolution in the country.

In India we help farmers access solar powered micro-irrigation
systems that are in part produced in the United States and improv-
ing food security abroad while creating jobs in Georgia and Michi-
gan.

The FY 2012 budget includes dedicated funding for these innova-
tive approaches to development while outlining a number of spe-
cific and significant cuts. This budget eliminates bilateral develop-
ment assistance in 11 countries and shuts down USAID missions
in three. It cuts development assistance in at least 20 countries by
more than half. It reallocates almost $400 million in assistance and
shifts more than 30 Foreign Service positions toward priority coun-
tries and initiatives designed to align with our national security
and keep us safe.

This year, for the first time, the President’s budget presents
USAID war funding in a separate account called the Overseas Con-
tingency Operations, or “OCO” Account. This transparent approach
distinguishes between temporary one-time war costs and our en-
during budget.

USAID’s logo is a handshake accompanied by the motto “From
the American People.” Now more than ever, we are delivering bene-
fits for the American people.

In the most volatile regions of Afghanistan and Pakistan USAID
is working side by side with the military playing a critical role in
stabilizing key terrain districts, building responsive local govern-
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ance, improving the lives of local citizens, and ultimately paving
the way for American troops to return home safely.

As General Pertaesus warned just yesterday, inadequate
resourcing of our civilian partners, State and USAID, could, in fact,
jeopardize the accomplishment of the overall mission.

USAID’s work also strengthens America’s economic security. By
establishing links to consumers at the bottom of the pyramid, we
can effectively position our country and our companies to sell more
goods and services in the markets of tomorrow.

Best of all, we deliver these benefits for the American people for
less than 1 percent of our Nation’s total budget. Putting these val-
ues into action will deliver real results for the American people,
making us safer and more prosperous.

I thank you and I look forward to your comments and questions.

[The prepared statement of Dr. Shah follows:]
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Thank you very much Madam Chairman, Ranking Member Berman, and members of the
Commiitee, 'm honored to join you here today in support of the President’s Fiscal Year
2012 Foreign Operations Budget Request.

First, { want to briefly comment on USAID's response to the devastating earthquake and
subsequent tsunami that hit Japan last Friday. USAID has led the international crisis
response, coordinating an interagency effort with the Nuclear Regulatory Commission,
and the Departments of Energy, Defense and Health and Human Services.

We've dispatched a Disaster Assistance Response Team and two Urban Search and
Rescue Teams. These teams—from Fairfax and Los Angeles Counties—are the same that
responded so bravely and effectively to the January 2010 earthquake in Haiti. I'd like 1o
thank these teams for their courage.

Cur thoughts and prayers are with the Japanese people at this tragic time, and we will
continue to work closely with the Government of Japan to respond to their requests for
assistance as quickly as possible.

USAID has also led the humanitarian response to recent events in the Middle East.
Even as we speak, USAID teams are positioned on the Tunisian and Egyptian borders,
helping deliver assistance to refugees in dire need, while also working to aid tens-of-
thousands of migrants in dire need of assistance with onward travel. Our Democracy
and Governance and Middle East teams are also working with counterparts to help
countries pursue a credible transition to democracy.

INNOVATIVE APPROACHES

Madam Chairman, one year ago in this chamber, you outlined a number of ways in
which USAID could leverage the transformative power of innovation to make our
programs more efficient and more effective for the people we serve. Specifically, you
asked us to increase our private sector engagement, to harness the power of
technology, and 1o expand the use of cur Development Credit Authority to mare
effectively leverage private investment.

Ranking Member Berman, you emphasized the importance of ensuring that “aid reaches
those who need it most” and that it is delivered with “maximum effectiveness and
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efficiency.”
I have taken these concerns to heart,

Consistent with the President’s Policy Directive on Global Development and the
Quadrennial Diplomacy and Development Review, we've launched a series of reforms
we call USAID Forward, designed to cut red-tape and free our talented staff to deliver
results. Both the President and Secretary Clinton have argued that development is as
important to our nation’s foreign policy as diplomacy and defense, and as a result have
actively supported the goal of reestablishing USAID as the world’s premier development
Agency.

We are aiso placing a renewed emphasis on economic growth, driven by private sector
investment. In all our work, we’re relying much more on leveraging private sector
investment and building public-private partnerships in countries committed to good
governance and pro-business reforms.

To spur private sector growth, we are supporting Coca-Cola’s initiative to promote the
Haitian mango juice industry, and are about to invest $124 million in an industrial park
to turn Haiti into a textile-manufacturing hub for the Western Hemisphere.

Through our Feed the Future initiative we are helping countries develop their own
agricultural sectors, so they can feed themselves—an effort that began under President
George W. Bush.

In East Africa, groundbreaking new partnerships with Pepsico and General Mills will lead
to tens-of-millions in investment to develop future markets and help lift people cut of a
state of hunger and poverty.

Through Feed the Future, we will be able to help nearly 18 million people in 20
countries—most of them women—grow enough food to feed their families and break
the grips of hunger and poverty. These countries were selected based on their own
willingness to invest in agriculture and encourage investment from other donors,
foundations and private companies, allowing us to leverage our efforts several-fold.

Our FY 2012 budget request calls for doubling the amount of “credit subsidy” for our
Development Credit Authority {DCA} and for DCA to more than double the ceiling on its
loan guarantees.

DCA allows us to generate 528 of private investment for every 51 of taxpayer funds—an
incredible leverage ratio by any standard. Since the program’s inception in 1999, we

mobhilized $2.3 billion dollars of credit in 64 countries at a cost of just $82 million.

We've developed a new venture capital-style investment fund—the Development

2
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Innovation Ventures Fund —so we can support start-ups, researchers and non-profits
focused on the problems of the developing world. This fund has already funded several
projects, including a team at the University of California San Diego that used mobile
phanes to detect fraud during last year’s Afghan elections.

And across our portfolio, we are seeking new ways to harness the power of mobile
phones for development. In Haiti, rather than rebuilding brick-and-mortar banks
devastated by the earthquake, we're partnering with the Gates Foundation to begin a
mobile Banking revolution in the country. By allowing Haitians to save money and make
transactions on their cell phones, we’re encouraging local wealth creation and cutting
back on corruption and wage-skimming.

This approach forms the foundation of a new series of grant challenge partnerships
USAID introduced just last week. Rather than just spending millions te build hospitals
and power plants throughout the developing world, USAID is partnering with
foundations, foreign governments, inventors and engineers to generate new, low-cost
innovations that can help countries skip the need for some of this physical
infrastructure.

We aim to inspire inventors and entrepreneurs to help solve some of the grandest
challenges in development: how we can ensure a woman will survive childbirth
anywhere in the world, without a doctor by her side; how we can teach a child—who
will likely never set foot inside a schoclhouse—to read; and how we can bring
sustainable off-grid lighting to the millions of people who currently live in darkness.

The FY 2012 budget includes dedicated funding for these innovative approaches to
development.

FROM THE AMERICAN PEOPLE, FOR THE AMERICAN PEOPLE
Delivering foreign assistance through these innovative approaches will lead to dramatic,
meaningful gains in human welfare throughout the developing world.

Qur assistance represents the spirit of our country’s generosity; captured in USAID's
motto: “From the American People.”

But now more than ever, it is critical that the American people understand that our
assistance also delivers real benefits for the American people: it keeps our country safe,
develops the markets of tomorrow and expresses our collective values.

National Security

By improving global stability, our foreign assistance helps keep America safe. As
Secretary of Defense Gates, Joint Chiefs Chairman Admiral Mullen, and General
Petraeus have all emphasized to the Congress, we need a fully engaged and fully funded
national security presence, including the core components of our nation’s civilian

3
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power: the State Department and USAID.

This year, for the first time, the President’s budget designates a portion of USAID
funding for Afghanistan to a separate account called the Overseas Contingency
Operation Account. This transparent approach distinguishes between temporary war
costs and our enduring budget in an effort to consolidate Defense, State, and USAID war
costs.

In the most volatile regions of Afghanistan, USAID works side-by-side with the military,
playing a critical role in stabilizing districts, building responsive local governance,
improving the lives of ordinary Afghans, and —ultimately—helping to pave the way for
American troops to return home.

For example, we're helping to improve agricultural yields in the Arghandab Valley. As a
result, farmers shipped the first agricultural exports out of Kandahar in 40 years. We've
also rebuilt the civil service in the southeast and helped fuel a 40 percent reduction in
the growth of opium poppies that fund Taliban operations.

In Northwest Pakistan—the current base of operations for Al Qaeda and the Pakistani
Taliban—USAID staff and partners undertake enormous personal risk administering over
1,400 small scale development projects. In the Malakand province, they've helped
rebuild 150 schools so children there can become productive members of their
economy, instead of turning to extremist madrassas.

Our work in promoting national security is not just limited to Afghanistan, Pakistan, and
fraq. Throughout the world, USAID is deploying development specialists today so that
we do not have to deploy our troops tomorrow. As Secretary Gates has said:
“Development is a lot cheaper than sending soldiers.”

In Southern Sudan, the USAID mission worked with partners to design, procure and pre-
position ballots and supplies months before the recent referendum on independence.
That foresight helped ensure the referendum, which many predicted would never occur,
proceeded peacefully and successfully, but also left us prepared in the event it would
not.

Economic Growth
Beyond national security, USAID’s work also strengthens America’s economic security.

Today, long-time aid recipients like India, Indonesia, Poland and South Korea and other
emerging economies have become America’s fastest growing markets. Exporis to
developing countries have grown six times faster than exports to major economies and
today they represent roughly half of all U.S. exports.
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In 2009, we exported over half-a-trillion dollars in American goods and services to those
countries, and 97% of those export revenues went to small-and-medium sized U.S.
companies; that’s why for every 10% increase we see in exports, there is a 7% increase
in the number of jobs here at home.

We need to accelerate the economic growth of tomorrow’s trade partners, ensuring
those countries rise peacefully and sustainably.

But beyond these impacts, winning the future will depend on reaching the 2-3 billion

people currently at the bottom of the pyramid who will come to represent a growing

global middle class. By establishing links to these consumers today, we can effectively
position American companies to sell them goods tomorrow.

Make no mistake: our success is intertwined with the progress of those around us.

American Values
The evidence is clear: development furthers our national and economic interests. But it
also expresses our American values.

When we protect girls from sex trafficking in Latin America, stop deforestation in Latin
America or help Afghan girls return to school we express American values.

When Americans see a neighbor in need, or witness suffering and injustice abroad, we
respond; we mobilize; we act. We are a generous people. That fact was never clearer
than when 20 million American families donated money to Haiti relief; more than
watched the Super Bowl. And lest we forget, those donations came during even more
difficult economic circumstances than we face today.

USAID is proud to put American values into action -- distributing antimalarial bed nets
donated by school children, supporting faith based organizations that help ease
suffering abroad, and engaging all Americans in solving the greatest global challenges
and generating results.

BUDGET
And best of all, we can do this for less than one percent of our nation’s total budget.

For just that sliver of our federal spending, we will help lift nearly 20 million people from
an inescapable trap of hunger and poverty, transform AIDS from a death sentence to
manageable disease for more than 4 million HIV-positive patients and prevent hundreds
of millions of child deaths from preventable diseases by providing them vaccines and
bed nets.
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For a smaller percentage than what any other industrialized nation commits to foreign
aid, we will remain the world’s largest donor and continue to lead other countries in
promating development.

The President’s FY 2012 budget for USAID outlines a number of significant cuts,
presenting what | believe is an accurate reflection of our times: our nation’s need to
responsibly reduce its debt, and the ability of foreign nations to stand up on their own.

e This budget eliminates bilateral Development Assistance in 11 countries and
terminates USAID missions in three.

e It cuts development assistance in at least 20 countries by more than half.

e And it reallocates almost $400 million in assistance and shifts 30 Foreign Service
positions toward priority countries and initiatives.

CONCLUSION

Right now is a critical moment in our country’s history. As a nation, we are making a
lasting determination about the future of our country, and the future of our glebal
leadership.

Now is the time when America must decide whether it will engage and lead the world,
actively using its tools of development, diplomacy and defense to improve human
welfare and freedom across the globe...

..or whether it will retract, leaving many of its poorest, most fragile global partners
without assistance, and leaving other emerging global powers like China to promote
alternative economic and political models.

Budgets are an expression of policy; they’re an expression of priorities. But
fundamentally, they are an expression of values.

Our assistance is not just a line in a budget; it is a reflection of who we are as a country.
Our foreign assistance programs began under President Truman. USAID was founded by
President Kennedy. And our efforts in Food Security, Global Health and child literacy are
hard-earned legacies of President Bush that our Administration has tried to enhance.

The values represented in the President’s FY 2012 budget are clear: compassion,
determination, and a commitment to universal freedom and opportunity. They are
American values, through and through, and demonstrate the best of American global
leadership. Putting these values into action will deliver real results for the American
people, making us safer and more prosperous.

Thank you.
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Chairman ROS-LEHTINEN. Thank you so much.
Mr. Yohannes.

STATEMENT OF MR. DANIEL YOHANNES, CHIEF EXECUTIVE
OFFICER, U.S. MILLENNIUM CHALLENGE CORPORATION

Mr. YOHANNES. Madam Chairman, congratulations on taking the
gavel of the House Foreign Affairs Committee. We look forward to
working with you and Congressman Berman, and every member of
the committee to advance American interests and values and re-
duce poverty in developing countries around the world.

I am especially pleased to be appearing here today alongside my
good friend Dr. Shah. We speak on a regular basis about how our
agencies can collaborate, avoid duplication, and leverage our com-
parative advantages.

If there are no objections, I would like to submit my full testi-
mony for the record and summarize it for you now.

Let me offer my view of what makes the MCC so effective and
distinctive. Republicans and Democrats, including some of you,
worked together to create MCC in 2004. You outlined a new vision
for development, one based on accountability and a business-like
approach.

My own background is in banking. I bring a banker’s perspective
to my role as CEO of MCC. I have a client, the U.S. taxpayer. I
have a partner, the countries receiving MCC assistance and the
citizens they represent. I have a goal, to get the best return.

We focus on economic growth, sustainability, country ownership,
transparency, and results. I am very pleased that the principles
that MCC was founded on and have implemented for the past 7
years are central to the administration’s new global development
policy and to the priorities that we have heard from Congress.

In deciding where to invest, MCC measures whether a country
has created a policy environment for sustained economic growth.
This focus on economic growth and a transparent selection process
allow us to say no to those countries that are not accountable to
their people and not pursuing policies that promote markets and
economic growth.

We believe that engaging with developing countries in a targeted
selective way is a good way to achieve development impacts. This
is fiscally responsible and it is critical for helping poor countries at-
tract private sector investment which I believe is the only path to
ending reliance on assistance.

MCC also puts a laser focus on results. All donors and host coun-
tries are interested in achieving results. What sets MCC apart is
our rigorous, systematic, and transparent methods of evaluating
the impact of our programs. From the beginning, our projects are
subjected to a thorough analysis to ensure that there will be an
economic rate of return.

From MCC’s current investments we expect more than 170 mil-
lion people and the poorest countries will benefit. We expect in-
comes to rise by over $12 billion over the life of those investments.
Those projects are underway and on track.

We do have early data that is extremely promising. Let me give
you an example. In Honduras preliminary data collected by pro-
gram implementers of our agriculture program suggest that farm-
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ers receiving assistance from MCC saw their annual net income
rise 88 percent on land being cultivated with new practices from
$1,880 per hectare to $3,550 per hectare.

I want to stress that this is early data and we will know much
more when independent evaluations are complete. This is the kind
of strong return on the U.S. taxpayer’s investment that MCC is
working to deliver.

Looking ahead President Obama has requested $1.125 billion to
fund MCC in the next fiscal year. This amount would enable MCC
to sign compacts with Indonesia, Georgia, and Ghana. These coun-
tries were selected because of their strong policy performance, their
status as important emerging markets, and their strategic impor-
tance to the United States.

With that, Madam Chairman, I would like to again state my ap-
preciation for your support and this committee’s support for MCC.
I look forward to our discussion. Thank you.

[The prepared statement of Mr. Yohannes follows:]
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Madam Chairman, congratulations on taking the gavel of the House Foreign Affairs Committee. We look
forward to working with you and Congressman Berman, and every member of the Commitlee Lo advance
American interests and values and reduce poverty in developing countries around the world.

I am especially pleased to be appearing here today alongside my good friend, USAID Administrator Shah.
We speak on a regular basis about how our agencies can collaborate, avoid duplication, and leverage our
comparative advantages.

Asking the Tough Questions in
a Budget-Constrained Environment

'The Millennium Challenge Corporation (MCC), like other U.S. government agencies, 18 operaling in a
constrained budget environment. MCC holds itself accountable to the American people to ensure every
taxpayer dollar generates the best possible return on investment. As good stewards of American taxpayer
dollars, every day we ask ourselves the lough, fundamental questions about the effectiveness and cffi-
ciency of our approach o development and our operations.

Before discussing President Obama’s Fiscal Year 2012 budget request for MCC, and highlighting issues of
strategic importance to the agency in ihe coming months, Twould like Lo address three lundamental ques-
tions about MCC, First, what makes us distinctive? Second, are we delivering results? And third, how are
the American people benefitling from MCC's investments?

MCC’s Selective, Targeted Approach to Development Assistance

What makes MCC distinelive? One of the most distinetive features of MCC is our broad-based, bipartisan
support. The MCC approach to development—with our focus on economic growth, sustainability, country
ownership, transparency and accountability—has been embraced by Democrats and Republicans in
Congress; Presidents Obama and Bush; Sceretaries Clinlon, Rice, and Powell; and leading voices from the
right and the left, from the Heritage Foundation and the American Enterprise Institute to the Brookings
Institution and the Center for American Progress.

Why has MCC won the support of policymakers and analysts across the political spectrum? Because of
our innovalive, reform-minded mission and business model. MCC's mission is Lo reduce poverty

through economic growth in a select number of well-governed countries. MCC selects country partners
carefully to ensure the highest returns on our investments and creates strong incentives to advance demo-
cratic, market-based principles—not just in MCC countrics bul in emerging markets across the develop-
ing world,

Part of MCC’s accountability model is the ability and willingness to say “no”—no to countries that do not
meel MCC's high standards for cligibility, and no to proposed investments that do not have promising
returns for economic growth and poverty reduction.
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In determining eligibility for funding, MCC evaluates whether a country has created a policy environment
{or sustained economic growth through 17 independent, transparent policy indicators that measure a
country’s commitment to ruling justly, economic freedom, and investing in its own people. We believe
thal engaging with developing countries in a selective, targeled way is nol only fiscally responsible in the
short-term, but also is critical to poor countries attracting private investment and ending their reliance

on aid.

Good governance s crilical for economic growth, We look for opportunitics for relorm in arcas that will
ensure the sustainability of our investments. These reforms have included changes to national policies,
laws, regulations, or even the traditional ways of doing business by government instilutions, For example,
belore investing in Tesotho, we worked with the government (o change a law thal trealed adult women
as minors 5o that they could be full participants in the economy. In most cases, these reforms, and the
domestic capacily thal MCC's country-led programs build, nol only help unlock the full potential o{ U.S.
taxpayer doliars, but also help improve the broader conditions for continued growth and investment in
our pariner countries,

Signing up to work with the MCC means a country is committing itself to tackle the tough policy reforms
necessary to create an environment in which the private sector can thrive, citizens can hold their govern-
ments accountable, and U.S. taxpayers can sce they are gelting a good return investment. Our goal is not
only to help poor countries rise out of poverty and achieve self-sufficiency, but to create stable trading and
investment partners for the United States, which will strengthen the American economy and make our
nation more secure,

MCC is Delivering Results

Are we delivering results? MCC's focus on economic growth, sustainability, country ownership, trans-
parency, and accountability is working. All development partners, both donors and host countries, are
interested in achieving results. What distinguishes MCC is our commitment to technically rigorous,
systematic, and transparent methaods of projecting, tracking, and evaluating the impact of our programs.
MCC's results exist along a continuum—from policy changes countries make to become compact eligible
(“the MCC Effeet”), Lo inlerim outputs and oulcomes as compacts mature, Lo our ulimale goal: income
increases over the long term.

We expect MCC'’s current investments to benefit more than 170 million people in the poorest countries
around the world—and we expect incomes to rise by over $12 billion over the life of those investments.

Fven belore these income gaing are achicved, MCC and our country partners have langible resulls Lo
show. To date, MCC investments in new or improved irrigation and technical assistance have facilitated
Lthe adoplion of new agricultural practices on 82,510 hectares of land. Our programs have trained over
150,000 farmers in techniques that help them produce higher-quality, higher-value crops. We have
provided $66 million in agricultural loans, and have assisted over 3,800 private enterprises involved in ag-
riculture refated business. We have supporied construction of more than 890 kilomelers of roads that link
markets and encourage trade, and have another 2,400 kilometers under construction. These interventions
aim to increase incomes though market-deiven agriculiure. MCC tracks these results closely becanse they
are the drivers of the income gains we and our partners aim to achieve.

=
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While these results are important indicators of success, they do not tell the whole story. We are pleased
thal our program outputs are on track, but we hold ourselves (o a higher standard: are MCC investments
increasing incomes? That is why we are so excited about preliminary, very promising data that is coming
from our {irst compleled program in Honduras.

In Honduras, we have preliminary data from our agriculture program implementer showing that farmers
who received assistance from MCC saw their annual net income rise 88 percent, from 1,880 dollars per
hectare of land cultivated using new practices to 3,550 dollars per hectare.

I want to stress that this is preliminary data, and we will know much more when the work of our indepen-
dent evaluators is compleled. Bul it is consistent with the oulpul- and policy-based results we have seen
and the personal stories T have heard directly from farmers and entrepreneurs with whom 1 have visited in
those countries.

MCC’s Investments Are Helping to Build the Next Generation
of Emerging Markets and Make Americans More Secure

How are the American people benefitting from MCC’s investments? President Obama’s new development
paolicy is building on the best ideas of the Bush Administralion and calling on U.S, development agencics
to help build the next generation of emerging economics. By doing so, we arc investing in a better future
that offers opportanities nol only Lo poor people in MCC partner countries bul to American businesses
and our own citizens,

In a speech last month, Bill Gates noted that fully half of current U.S. exports—more than half a trillion
dollars—go to developing markets. Tooking lorward, leading cconomists expect the developing world 1o
become the growth engine of the global cconomy.

MCC investments look Lo remaove constraints W growth so thal the private sector will invest and flouar-
ish. These investments are helping to build a foundation for U.S. exports and increased business activity,
which will mean increased growth and job opportunities here at home.

MCC is funding more public-private approaches that can leverage our effort and bring in the private
sector from the beginning. We are focusing on policy reforms, such as an initiative in Jordan that has at-
tracted $90 million in private investment in the water sector.

Our approach creates strong incentives for policies that are business friendly. In Cape Verde, for example,
the time Lo register a business dropped {rom 54 days to one hour. Those are the kinds of changes (hal
convert foreign assistance from a well-intentioned contribution into a productive investment.

MCC is also helping to make Americans safer and more secure by promoting stability and developing
strong partners in key regions around the world. Defense Secretary Robert Gates has been one of the most
persuasive advocates for financing development work. In recent remarks, Sceretary Gales stated:
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“...[IIn military planning, what we call phase zero is, how do vou prevent conflict? How do you create con-
ditions so we don't have (o send soldicrs? And the way you do that is through development. Development
contributes to stability. It contributes to better governance. And if you are able to do those things and
you're able 1o do them in a ocused and sustainable way, then it may be unnecessary for you Lo send sol-
diers...Development is a lot cheaper than sending soldiers.”

That is one reason why President Obama, like President Bush, has made development—together with
defense and diplomacy—a critical pillar of our national sccurity.

The President’s Fiscal Year 2012 Budget Request for MCC

President Obama’s budgel request for MCC for Fiscal Year 2012 is $1.125 billion. ‘This amount would on-
able us to sign compacts with Georgia and Ghana, as well as fully fund a compact with Indonesia.

MCC’s estimated budget requirements for these compacts are based on several factors, including policy
performance on MCC’ indicators, tolal population, population living below national poverty lines,
absorptive capacity, and, in the case of Ghana and Georgia, performance in previous compact imple-
mentation, Final compact amounts will be based on funding availability and on the scope of agreed upon
projects.

MCC requests $912 million of the total Fiscal Year 2012 request for compact programs, divided between
a sceond tranche of funding for Indonesia and subsequent compacts for Georgla {est. $100-150 million)
and Ghana (est. $350-400 million). Because of its proposed size, the Indonesian compact would be funded
over Fiscal Years 2011 and 2012 {or a total compact range of $700-770 million.

Indonesia is the fourth most populous country and the largest Muslim-majorily country in the world, with
more than 100 million of its 250 million people living on less than $2 per day. Given Indonesia’s strategic
importance to the United States, its economic potential, and the high number of people living in poverty,
an MCC compact would be a smart investment for the American people.

Both Ghana and Georgia were selected by the MCC Board of Directors as eligible to develop subsequent
compacts. These countries were selected because of thedr conlinued strong policy performance, their
status as important emerging markets, their strategic importance both globally and regionally, and their
successful implementation of their first compact.

‘the Republic of Ghana consistently performs well on MCC’s indicator criteria and is generally viewed as
onc of Africa’s most stable policy performers. Since 2004, Ghana has scored among the top Lower Income
Countries on the Control of Corruption indicator. In a region where constitutional transfers of power

are often disputed, Ghana has a recard of peaceful democratic elections and the transfer of power to op-
pasition partics. In 2009, Ghana ranked belter than almost two-thirds of all countrics on Transparency
International’s Corruption Perceptions Index, and is preparing for transparent management of potential
oil revenues,
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Georgia is recognized globally as one of the best investment climate reformers, even though 30 percent of
its populalion siill lives on less than $2 a day. Over the last five years, its scores on the World Bank’s 1oing
Business assessment have improved more than any other country in the index. The country has also made
significant strides Lo privatize stale-owned industries and improve ils 'Iransparency International rank

on the corruption perception index. This good economic policy performance is reflected by the fact that
Georgia has seen a 55 percent increase in new businesses registered.

MCC’s Subsequent Compacts
Will Focus on Constraints to Investments

Entering our seventh year, MCC is beginning a new phase of innovation and partnership. As first com-
pacts strengthen the foundation for economic growth, subsequent compacts—new MCC investments
with countries that have successfully concluded their first compacts—are expected to target constraints
to private investment. MCC airs to help countries, like newly-selected Georgia and Ghana, solidify an
ceonomic growth path thal atlracts private investment, reducing the need for aid.

MCC’s engagement with partner countries is not open-ended. MCC carefully considers the appropri-

ale nature and duration of cach country parlnership based on the country’s policy and implementation
performance, as well as the opportunitics for impacl on growth and poverty reduction. A delining char-
acleristic of MCC's model of aid effectiveness is scleclivity, both in the countries we work with and the
investments we make. MCCs evolving business model ernphasizes selectivity and our mandate o pariner
with countries where investments will have the greatest potential returns in terms of poverty reduction
and cconomic growth, and where ULS. taxpayer resources can be used most eflicienty and offeclively.

While a single compact alone cannot address all binding constraints to a country’s growth, or transform
an entire cconomy, a subsequent compact in a country that continues Lo perform well has the potential

Lo help countries change their growth path away [rom aid dependence and loward grealer reliance on
privaie scctor investmoent and internally-generated revenue, For the poorest countries, even the ones
with the right policies in place, it may take decades of sustained growth (o HiL citizens out of poverty.

For low-inceme countrieg like Tanzania or Ghana that have annual per capita incomes of $500 and $700
respectively, economists estimate that it could take over 20 years o double per capita income even il they
sustain annual per capita prowth of four percent (a historjcally high rate).

‘This does not mean, however, that MCC engagement should last anywhere near that long. On the con-
trary, MCC's role is targeted and selective, and only the best performers will be eligible for continued,
limited engagement. MCC’s Board is particularly discerning when determining eligibility for follow-on
partnerships. In addition (o good policy performance, countries must show meaninglul progress toward
achieving first compact results before being considered for a subsequent compact. Of the seven countries
that will conclude first compacts by the end of 2011 (Armenia, Benin, Cape Verde, Honduras, Georgia,
Nicaragua, and Vanuatu), MCC’s Board has only selected three as eligible for a subsequent compact. Cape
Verde was sclected in Fiscal Year 2010 and Georgia and Ghana in Fiscal Year 2011,

In our approach to subsequent compact design, MCC focuses increasingly on specific constraints to
investment and private sector engagement, with an emphasis on creating opportunities for expanded
U.S. participation in emerging markets and opportunilics to benefit from trade. This is in line with Lhe
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President’s Global Development Policy directive to foster the next generation of emerging markets by
encouraging broad-based economic growth and democratic governance.

MCC supports this cffort by reaching out Lo the private sector, by grounding our investment choices in a
constraints analysis which identifies specific obstacles to private sector-led growth, by introducing finan-
cial instruments designed to enhance access Lo capital, and by promoling innovative project content in
areas of potential growth such as alternative energy, applied technology, and financial inclusiveness.

Potential to leverage MCC funding with a direct impact on investment growth serves as one of the screens
for evaluation of second compact programming, in addition to MCC’s mandate to promote poverty
reduction through economic growth. By helping these countries solidily the progress they have made and
become better integrated in the global market system, the United States is opening new investment op-
portunitics for American firms as well,

MCC Believes Corruption Erodes Private Sector Growth

I would like to discuss another critical topic, which is how MCC deals with corruption in potential or cur-
rent pariner countries. Because corruplion has the power Lo complelely undermine private sector growth,
and any investment MCC or other donors make in developing countrics, we take this issuce extremely
seriously.

MCC's approach Lo fighting corruption begings belore we even choose a country for cligibility. MCC's cor-
ruption indicalor is a key part of country cligibility decisions.

Farlier in my testimony, I spoke of the strong results we are seeing from our partnership with Honduras.
Honduras, however, did not pass MCC’s control of corruption indicator at the time of country sclection
for Fiscal Year 2012, Not selecting Honduras for a second compact was a difficult decision for MCC’s
Board, given Honduras’s strong performance in implementing its first compact, but the decision was a
principled one based on the importance we place on anti-corruption efforts.

1 know Honduras is of particular interest to the Chairman and many other members of the Committee,
While the State Department rerains the lead on working with the Government to address human rights
and political issues, MCC has been engaged in very constructive conversations with the Government

of Honduras W improve perlormance on accountable governance, enhanced management of public
resources, and fiscal transparency. The Honduran government has initiated a set of reforms to improve
budget management and transparency, increase civic participalion in budgel preparalion and reporting,
upgrade legislative oversight, and strengthen internal and external audit functions.

Our scrutiny does not stop after selection. Corruption is closely monitored as a country begins to develop
a compact and proceeds into compact implementation. MCC has a publicly available anli-fraud and
corruption policy that oullines precautions that MCC takes and describes ways of responding (o any in-
slances of corruplion in a compact. We are carrently raining our local MCA accountable enlitics on how
to apply this policy and develop risk assessments for their own work.
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In addition to protecting against corruption in our compacts and assessing individual cases of corruption,
MCC assesses broader patlerns of government actions that undermine institutions of accountability:
courts, anti-corruption commissions, auditors, and the media. Governmental actions that undermine
these institutions of accountability make individual instances of corruption more likely, enable corruption
to flourish, and cultivate a culture of impunity. By placing an emphasis on the institutional response, MCC
incentivizes governments to take greater responsibility for rooting out corruption.

For cxample, we and several other donors made clear w the Government of Senegal that recent changes
to their procurement code and implementing agency, in part due to legitimate national security con-
cerns, were an accountabilily concern Lo us, In response, the Government has been in discussion with
donors, including MCC specifically, (o address our concerns as they further revise the procurement code.
Consequently, they have taken steps, which we are currently studving, to amend the changes that would
have weakened procurement procedures,

Working with some of the poorest countries in the world means working with countries that struggle
with policy performance including corruption. MCC’s challenge is to find the ripght way to pursue poverty
reduction while staying true Lo our model of selectivity and accountabilily, and this is particularly Lrue in
the case of corruption.

MCC’s Proposed Legislative Changes
Would Strengthen an Already Strong Model

We hope Lo work with you again this year, Madam Chairman and the other members of the Commitiee,
on passage of a package of legislative changes to MCC's current authoritics, including allowing for concur-
rent compact authority and longer compacts in certain circumstances.

The proposed changes are based on lessons learned since MCC's ereation in 2004 and will provide the
flexibility needed to maximize the impact of MCC programs through more innovative approaches to
development assistance.

Concurrent compact authority would allow MCC to sign separate compacts with a country based on the
specific timing requirements of individual projects rather than as part of a package driven on a single
timeline. Concurrent compacts would improve MCC’s ability to manage our compact pipeline with
greater predictability and serve as an added incentive for policy reforms in partner countrics,

With concurrent compacts, the ageney could move forward with projects thal are investment-ready,
instead of putting several projects at various stages of readiness into a single compact or delaying compact
signing for a promising but Iess-developed project. As part of a larger, cohesive framework, concurrent
compacts will allow for smaller, staggered agreements; speed implementation; improve project manage-
ment by allowing countries to focus on managing fewer projects at a time; build management capacity
with carly projects; case the current burden of managing large, complex compact prograras; and [oster
innovation by allowing MCC to pursue new approaches and partnerships that could otherwise slow down
the compact development process.
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Additionally, while having definite time frames for MCCC compacts is an important best practice for ef-
{ective [oreign assistance, in some cases projects face implementation challenges that mean they cannot
be completed within the mandated five-year period, particularly given MCC’s emphasis on country-led
implementation and MCC% high accountability standards. In these cases, MCC’s options [or respond-
ing to implementation challenges are limited by the five year time frame, Allowing MCC, in exceptional
circumstances, to extend the duration of our five-year compact period for up to two additional years
would allow MCC and our partner countrics to pursue a fuller set of options for managing challenges and
achieving compact objectives.

MUCC also has sought legislative changes aimed at ensuring that changes in counlries’ income categorics
do nol prevent the agency [from working with the best policy performing countries that also have popula-
tions living in extreme poverty. Each year, countries abruptly graduate from one income category to
another with no transition period. Sudden shifts in income category, duce in part to changes in exchange
rates, pose serious issues for MCC. "Lhis impacts whether they can be candidates for MCC assistance at
all, and changes both the policy performance standards against which they are measured and the levels of
funding they can receive.

Conclusion

With that, Madam Chairman, T would like (o stale my appreciation lor your support of MCC as well as
this Committee’s bipartisan history of support for effective, results-oriented foreign aid.
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Long-Term Program Impacts

At present, MCC funds are projected to benefit 171,729,564 people and lead to approximately $12.3 bil-
lion in increased income. For most projects, MCC expects estimated income gaing will be realized within
a 20 year horizon after the compact enters into force. 'Lhe table below shows the number of expected
beneficiaries by country.

Estimated Long-Term
Estimated Number of Income Gain Over the
Compact Beneficiaries Life of the Project
{NPV of Benefits)
Armenia 427,623 $424,862,716
Benin 13,421,086 $409,568,812
Burkina Faso 384,765 $149,471,371
Cape Verde 794,811 $366,707 505
El Saivador 344,244 $201.305,834
Genrgia 1,217,133 $683,253,724
Honduras 1,704,553 $237,274,575
Jordan TBD $800,300,000
Lesotho 1,041,422 $376.048,666
Madagascar 480,347 $123,202,505
Malawi 5,900,000 $2,300,000,000
Mali 2,836,578 $457,098,832
Meidova 414,000 $259,940,491
Mengoiia 2,897,985 $306,921,751
Morocco 845, 415 $860,408,732
Mozambigue 4,565,136 $632,655,761
Namitia 1,063,413 $240,500,000
Nicaragua 107,832 $113,395,397
Sengagal 1,562,129 $862,900,000
| Philippines 125,000,000 $666,226,985
Tanzania 5,425,013 $1,474,290,895
Vanuaty 14,783 $54,000,000
Total for Ali Compacts® 171,729, 564 $12,287,206,834
(Footnotes)
1 These estimates do not include benelictarices of projects or aclivitics Lerminated, suspended or

on hold in Madagascar, Honduras, Nicaragua, and Armenia. Madagascar’s estimates account for that
compact’s carly Lermination. Net present value (NPV) of benelits is the present value of the benefit stream
calculated as the sum of all projected benefits accruing within the first 20 years of the project lifespan,
evaluated at a 10% discount rate. NPV of all benefits is reported in millions of US$ in the year that the
FRR was compleled. "TBID” beneliciary cstimales for the Jordan compact will be finatized when the com-
pact enters into force.

1 4 Testimony of Daniel W. Yohannes Chief Executive Officer,
Millennium Challenge Corporation te the House Foreign Affairs Committee | March on
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Chairman ROS-LEHTINEN. Thank you very much for excellent tes-
timony and they will be made part of the record.

I wanted to ask some questions. I don’t think we will have time
for answers but would love to have them in writing later if I could
and we will provide those for you.

On Honduras, thank you for mentioning that country. While I
was disappointed that the Honduran Government was unable to
qualify for a second compact due to the wrongdoings of its prede-
cessor government headed by Manuel Zelaya, I recognize the prin-
cipal decision of MCC. I commend MCC’s commitment to working
with the current Government of Honduras to advance its efforts in
support of accountable governance, enhanced management of public
resources and fiscal transparency.

However, our State Department is continuing to impose pressure
tactics and unjust visa policies against those who defended the san-
ity of the Honduran constitution and the rule of law against
Zelaya’s attacks more than a year after President Lobo took office.

So our State Department that is harassing those who uphold the
rule of law in Honduras are really undermining the very invest-
ments that MCC and USAID have made, are making, and plan to
make. One is punishing and the other one is trying to help. So
what steps is MCC taking to compensate for the time lag under its
corruption indicator for future determinations?

My second question is for Dr. Shah and that is about the an-
nouncement of a U.S. enterprise fund for Egypt. Yesterday Sec-
retary Clinton said in Cairo that she will seek a quick congres-
sional approval of an enterprise fund for Egypt funded at $60 mil-
lion. Monies from such funds come out of AID’s budget as a rule.

Our committee has not been consulted but was only told infor-
mally yesterday when we inquired there are serious issues involv-
ing some of our earlier enterprise funds. In one case the executives
of the funds were allowed to set up a stock option plan and when
they closed down the fund’s operations, the CEO reportedly gave
himself $22 million, the chief financial officer was awarded $9 mil-
lion, the managing director reportedly got over $8 million, and
other executives got between $1 million and $4 million each.

Meanwhile, $200 million of that fund’s cash was transferred to
a legacy foundation. The taxpayers got back a grand total of $27.5
million. The oversight of this legacy foundation’s set-up by enter-
prise funds as they have closed down operations have been ques-
tionable to say the least. Why would we do this again now in Egypt
given these issues?

Lastly, and you can get back to me in writing, on Afghanistan.
In early 2010 the Washington Post reported that the Kabul bank
with its ties to the Karzai family and sometimes questionable prac-
tices played a part in what they say is, “Crony capitalism that en-
riches politically connected insiders and dismays the Afghan popu-
lous.”

I wanted to ask if the accounting firm Deloitte or any other
USAID contractors reported incidences of malfeasance at the bank,
what was the damage estimate conducted as a result of the run on
the bank, and did USAID conduct a performance review or audit
of the Deloitte contract?
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In my opening statement I pointed out that times are tough and
I want all of our agencies who appear before us, our agency heads,
to know that some of us are very serious about cutting the budget.
I had mentioned that the mayor of Miami Dade County and a coun-
ty commissioner—Miami Dade is a very large county—was recalled
by 88 percent of the electorate yesterday, an amazing turn of
events due in large part for approving a bloated county budget that
increased property taxes.

There were no problems of raft or corruption or ethical issues in-
volved in these two officials at all. Voters want fiscal sanity. I
would hope that all of our agencies when they present their budg-
ets keep that in mind and that this is a serious issue and perhaps
serious differences between some of our parties.

Thank you, gentlemen, and look forward to getting your ques-
tions later.

I now would like to turn to my ranking member, Mr. Berman,
for his questions.

Mr. BERMAN. Thank you very much, Madam Chairman. I'm
going to ask, for me anyway, a relatively short question. Not com-
pletely short, but relatively short, to give both of you a chance to
take the remaining hopefully 4 minutes or so to answer it.

Assume H.R. 1 was enacted into law, the House Republican CR.
In USAID’s case there would be a 50-percent cut in disaster assist-
ance. The catastrophic damage in Japan serves as a reminder of
how important it is to have a flexible funding ready and available
to use in emergency. If this were in a poor country how could we
have responded in such a situation?

In MCC’s case a nearly 30-percent cut in your budget would
mean reducing, delaying, or scrapping any number of compacts
that you spent years preparing for. How would that affect your
ability to leverage tough economic and political reforms?

I might point out in this case these cuts are totally dispropor-
tionate, even if one were to accept the overall reductions contained
in the Fiscal Year ’11 budget proposed by the majority party here.

Dr. Shah first.

Dr. SHAH. Thank you. The cuts to the humanitarian account and
the cuts in H.R. 1 overall for USAID would be absolutely dev-
astating. The humanitarian account allowed us to support the re-
covery in Haiti. Just in the last few weeks it allowed us to run
three different humanitarian operations and respond quickly and
efficiently, transmitting our values and protecting our national se-
curity and preventing the need to send in our military. The option
of using the military as the first line of defense as opposed to civil-
ian humanitarian response is very, very costly and a far less effec-
tive way to address these concerns.

I would also add that those cuts also would affect our food secu-
rity program, essentially shutting down Feed the Future, which is
a private sector-oriented program based on the principles of selec-
tivity and accountability and designed to focus on precisely those
countries and communities where the link between food and secu-
rity, food riots, and famines is very, very strong.

It would reverse progress in malaria which, for example, has
seen a 30-percent reduction in all-cause child mortality as a result
of a program President Bush created and we have continued. That
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would be reversed significantly and would undermine our ability to
conduct our procurement reforms which allow us to reign in con-
tractors and better manage resources. The meta-story is, over a 15-
year period, USAID staffing has been cut by more than 40 percent.

The Agency is significantly diminished because of it and we have
outsourced at great cost to American taxpayers and large inefficien-
cies some of the functions that absolutely need to be conducted by
U.S. direct hire staff. All of these reform priorities, including our
priorities in Afghanistan, Pakistan, Iraq, Sudan, and Haiti would
be significantly undermined.

Mr. BERMAN. Mr. Yohannes.

Mr. YOHANNES. Thank you, Congressman Berman. We have been
working with Zambia, Indonesia, and Cape Verde. The proposed
cut would have a significant impact in Indonesia as Indonesia, of
course, is the most populous country in the world and the largest
Muslim country in the world. We have been working with them pri-
marily and it relates to the embarkment projects. This would have
measured consequences in terms of not getting those projects com-
plete if, in fact, the 30-percent cut is made permanent. Thanks.

Mr. BERMAN. Thank you, Madam Chairman.

Chairman ROS-LEHTINEN. Thank you very much.

Mr. Smith.

Mr. SMITH. Thank you very much, Madam Chair.

Gentlemen, thank you for your testimony and for your service to
the country. Let me ask, or make a very brief statement and then
ask a few questions.

Secretary of State Hilary Clinton did, in my opinion, a grave dis-
service in the struggle to reduce maternal mortality worldwide
when on March 1st before this committee testified that 529,000
women die from complications in childbirth each year.

Obviously any woman who loses her life in childbirth, or for any
reason, is a numbing loss, especially to her family. I would respect-
fully submit that conveying false information, misleading and in-
flated numbers, may have shock value but in accuracy in assessing
efforts to mitigate maternal mortality and engaging in hyperbole is
wrong.

The Secretary of State failed at first to acknowledge the massive
study on maternal mortality financed by the Gate Foundation pub-
lished in the Lancet last may that found significant progress. It
had dropped to 342,000. And if deaths attributable to the
HIV/AIDS pandemic were excluded, it drops to 281,000. Still un-
conscionably high but not 529,000.

On September 15, 2010, WHO and several other U.N. agencies
announced that maternal deaths worldwide had dropped by a third.
That was the headline, dropped by a third. There estimate is about
358,000.

Obviously still unconscionably high but, again, I would respect-
fully submit false numbers expressed by Mrs. Clinton to this com-
mittee undermines the initiatives that are working, especially
skilled birth attendants, safe blood, adequate nutrition which I
know, Dr. Shah, you have been a champion of, as has the Secretary
of State, and maternal health. We need to be accurate in our num-
bers to the greatest extent possible. Two major studies last year
couldn’t have been more clear that we are indeed making progress.
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Secondly, let me just say briefly that in late February Dr. Ber-
nard Nathanson, the founder of NARAL Pro-Choice America, back
in 1969 passed away. I would, again, respectfully submit to this ad-
ministration that a reappraisal, and I won’t hold my breath. It may
not happen, but a reappraisal at least, about the child in the womb
and the inherent bigotry and prejudice against that child in the
womb that is inherent in the abortion culture and the promotion
of abortion worldwide by this administration at least be taken a
second look at.

What caused Dr. Nathanson to change his mind and go from
being the leading abortionist in the United States of America to a
leading pro-life advocate? He started doing prenatal interventions,
blood transfusions. He began to recognize, especially working at St.
Luke’s Hospital in New York, that the child in the womb ought to
be regarded as a patient who if that patient has a disability or a
disease is in need of a lifesaving intervention to enhance or to even
save their life.

He saw the gross inconsistency of dismembering or chemically
poisoning a baby in one hospital room or clinic room while helping
that child with a medical intervention in the other and he became
a very strong prolifer. I would hope the administration would take
a second look at its embrace of abortion globally because it really
does undermine Millennium Goal 4 which calls for mitigating child
mortality.

Let’s face it, abortion is child mortality and there are at least 113
studies that show a significant association between abortion and
subsequent premature births. So even for the babies who are born
later there is an increase or risk of 36 percent of preterm birth
after just one abortion and a staggering 93 percent increased risk
of prematurity after two.

Disability is attributable to some extent, a very large extent, to
that kind of prematurity or low birth weight. In a developing world
we promote abortion. Not only do those children die, those mothers
are wounded, there is also a significant problem of disability that
will be the deleterious consequence to those children.

I'm closely out of time. Also, Dr. Shah, I asked you in the begin-
ning of my open statement about faith-based organizations. We are
very concerned, many of us, not everyone, that faith-based organi-
zations will be excluded because of their lack or unwillingness to
provide certain types of population control and that whole integra-
tion effort, which I know is underway, could preclude them from
doing what they do best and that is helping mothers and children
and families in the developing world.

Chairman ROS-LEHTINEN. Thank you, Mr. Smith.

Mr. Ackerman, the ranking member on the Subcommittee on
Middle East and South Asia.

Mr. ACKERMAN. Thank you, Madam Chairman.

I wish we could all be that passionate about people who are al-
ready born as we are about people who are yet to be born. I don’t
know if I am more frustrated or amused when some of our col-
leagues imagine things that aren’t necessarily true and then just
rail against them. We seem to have a lot of that going on lately.

I don’t know anybody on our side of the aisle who goes around
the world disparaging our country but if you want to imagine that
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and make it up, that is fine. If you would like to name names, that
is fine, too. For every Democratic name you give us, or me, I will
give you five Republican names who go around disparaging our
President and our administration. But to the question of the day,
whatever that might be, I think it is, “Do you walk to school or
take your lunch?” That is really the question I want to ask.

If you are mad about whatever it was your county commissioner
did or doesn’t do, do you deny U.S. assistance to people in another
part of the world? I mean, what does one thing have to do with the
other? I am not entirely sure. I think we have forgotten how to ask
the questions or what the policy implications of those questions
might be.

Maybe it is that we are more afraid of our voters than we are
of international disasters or international terrorists, but we have to
approach these issues, which are big issues, with a lot more intel-
ligence than we seem to be prepared to do and that is all of us.

I have heard a couple of people, at least, bemoan the imagined
fact that we are broke. We are not broke. We are the richest nation
in the world. We are the world’s strongest economy. We are doing
pretty well. One of the reasons that we are doing well is because
we’ve done the right things. Not always. We make mistakes.

The market went down. The market will come back up. We have
to figure out what the wrong things are and what the right things
are so that we can do the right things more consistently and not
do the wrong things at all if that is possible. If there is one lesson
we should have learned on 9/11 is that if we don’t visit bad neigh-
borhoods, they will visit us.

How do you justify this disengaging from the world and its prob-
lems, especially at a time when such change is coming to so much
of the world? Where we could have a major influence to get things
right to make ourselves safe or more secure, wealthier if that is
your goal, but enriched certainly, then we have to continue with
the kinds of programs that Dr. Shah and Mr. Yohannes are talking
about today, or hopefully talking about today.

I think we seem to be here today mostly for our own entertain-
ment and you have not had a chance to say as much as you
thought you were going to say. Let me just ask the question. Do
you walk to school or do you take your lunch and what does one
thing have to do with the other?

Dr. SHAH. May I respond to that, Madam Chairman?

Sir, I think we need to walk to school and take our lunch. At the
end of the day I just want to clarify that USAID does not fund
abortion abroad. No U.S. tax dollars go to that purpose. Maternal
mortality is a great example of where being results-oriented, as
Daniel has discussed, we are achieving real impacts on the ground.

We have launched new partnerships with private sector partners
to leverage our money five-fold in that specific area as the chair-
man has asked us to consider. At the end of the day, when a
woman is more likely to die in Southern Sudan in childbirth than
she is to complete grade school, that is not in our national interest.

If we even once have to send our military into that type of envi-
ronment, it will cost more than decades of modest goal-oriented, re-
sults-oriented investments that can be made with partners, made
with the private sector, achieve real results, and be done account-
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ably. We recognize the need to reform and are committed to that.
Now is our chance to realize some of these important gains and re-
sults.

Chairman ROS-LEHTINEN. Thank you very much.

Mr. Rohrabacher, Subcommittee on Oversight and Investigations.

Mr. ROHRABACHER. Thank you very much, Madam Chairman.

Let me just note that Mr. Smith, who has a passion on this issue
of the unborn, is one of the most compassionate Members of Con-
gress for children who are born as well. I find that the little com-
ment insinuating that he is not, to be not only inaccurate but un-
fair, grossly unfair

Mr. ACKERMAN. Would the gentleman yield?

Mr. ROHRABACHER. I just have 5 minutes. As long as it is 15 sec-
onds to apologize, I will yield.

Mr. ACKERMAN. I want to apologize that you misunderstood ev-
erything that I said. I did not say Mr. Smith. I said us, you and
me.

Mr. ROHRABACHER. Well, I didn’t hear the us part but I didn’t
hear Mr. Smith either and I think that many of us took it that you
were attacking Mr. Smith so thank you. I don’t think that criticism
applies to any of us.

Frankly, for those of us who think we are doing pretty well I
think that the American people will try to figure that out whether
they think we are doing pretty well. We are having to borrow 40
cents on every dollar that we spend. For a third year in a row this
administration has proposed about $1.5 trillion more in spending
than we are taking in.

With that type of policy our currency will collapse within a short
period of time. We are not doing pretty well. We have set America
on a course for the destruction of the well being and quality of life
of the American people. Unless we make some very serious reforms
and change the direction of our country, all of our people will suf-
fer. We are not doing pretty well.

Certainly all of us would like to be generous beyond our means
because Americans love to be benevolent toward other people be-
cause we are free and we understand how when people are strug-
gling, because most of us come from families that were poor at one
point, but we can’t give away money that we don’t have.

If we have to borrow it from China and we saddle future Amer-
ican children with paying the interest on this debt, we are doing
a huge disservice to them. We need to reexamine everything in-
cluding defense and I think that is a legitimate criticism of many
Republicans that were unwilling to try to find savings in defense
while we are willing to cut other things.

We need to reexamine all of the spending and especially in terms
of what we are taking from the American people and giving to
someone else. That is what foreign policy and that is what foreign
aid is all about. We are taking from the American people resources
and wealth and giving it to other people. It better be structured in
the right way so it is efficient and we better damn well know that
there is a payback.

We end up with countries like Honduras. Madam Chairman, we
have American citizens whose property has been expropriated in
Honduras. They expect us to give them assistance and treat them
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well while they expropriate the property of American citizens and
do not take the steps to make that whole and make those Ameri-
cans whole again.

I will be trying my best to see that Honduras doesn’t get one
penny until it deals with the property expropriations of Americans
in Honduras. There is a big difference between emergency aid and
development aid. A huge difference. Indonesia is grateful to us be-
cause we went there and helped them after the tsunami. We should
make sure we give emergency aid to those people who are in crisis
around the world. Development aid is a whole different thing.

Mr. BERMAN. Would the gentleman yield?

Mr. ROHRABACHER. You know what? I need to finish this because
I have a couple more seconds. Let me just note that I don’t see any
reason why development aid can’t be made in a way that they are
paid back. In recent days I have been trying to get in touch with
the freedom fighters in Libya who are fighting the Gaddafi regime.

I have been informed by their representatives that any money
that the United States Government expends to help them win their
freedom they will repay that debt back to the people of the United
States of America. There is no reason in the world why we
shouldn’t be working with other countries in that same way.

If we are going to help them raise their standard of living or win
their freedom, let us get a payback so that the children of this
country aren’t saddled with paying the interest on this debt for the
rest of their lives. I have used all but 4 seconds and you are cer-
tainly welcome to comment for those 4 seconds.

Chairman ROS-LEHTINEN. Thank you, Mr. Rohrabacher.

Mr. Payne, the ranking member on the Subcommittee on Africa,
Global Health, and Human Rights is recognized.

1\1/15' PAYNE. Mr. Berman, did you want a second or two? I will
yield.

Mr. BERMAN. I thank the gentleman for yielding. Even if one ac-
cepts the premise of my friend from California, Mr. Rohrabacher,
it doesn’t explain why we cut disaster assistance in H.R. 1. I am
not talking about traditional development assistance; the Repub-
lican CR cuts disaster assistance by 50 percent, 50 percent that
hlelps us do what we did in Indonesia and in Haiti and in these
places.

Mr. PAYNE. Thank you very much. It is certainly clear that the
world is interdependent. What has happened in Japan is going to
have an impact on us. Even tourism that would go to our State of
Hawaii will be reduced significantly because Japanese will not be
traveling as they will mourn for years and years. If anyone doesn’t
see that the world is interdependent, what has happened in Bah-
rain and Libya in 0il? I just think that we need to relook.

Let me just also talk about Secretary Clinton that my friend Mr.
Smith raised. The 529,000 number came from an outdated fact
book that the World Bank issued in 2006. Of course, our programs
are working and because the world is paying closer attention, this
number is now estimated at 360,000, 1,000 per day, which is still
unacceptable but I would like to get that information to Mr. Smith.

Let me just quickly——

Mr. SMITH. Would the gentleman yield?

Mr. PAYNE. Yes.
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Mr. SMITH. The point was the Secretary presented to this com-
mittee—I was not in the room at the time or I would have raised
it directly with her—that was the information as of now.

Mr. PAYNE. She used outdated information.

Mr. SMITH. Thank you.

Mr. PAYNE. Let me just quickly mention that—we could talk
about so many issues but the whole question of elections and I
would just like to say that in Africa there will be 16 elections com-
ing up. I wonder what USAID is going to be able to do as it relates
to elections. We have the problem in Cote d’Ivoire and I think we
need to put more pressure on Gbagbo to step down. We have elec-
tions coming up in Nigeria and other parts of the country, DRC,
and I am not sure that the preparedness is there.

Also, let me mention that as we talk about being broke, we are
spending over $1 trillion a year in Afghanistan. We spend hun-
dreds of millions of dollars in Iraq and no one talks about that. It
makes no sense at all when we talk about spending less than 1
percent of our GDP on trying to help people live. We spend trillions
of dollars on killing people. We are going in the wrong direction.
I think the morality of our national direction needs to be ques-
tioned about the election, sir.

Dr. SHAH. Thank you. I just want to say that across Africa sup-
porting democratic governance and effective elections is one of our
top priorities. I think what we were able to do in Southern Sudan
is a good example of how, when we coordinate with the inter-
national community, coordinate with the efforts of diplomacy, do
joint planning with our military and, frankly, be aggressive about
prepositioning certain capabilities, voting booths, ballots, even pen-
cils and the mechanisms required to conduct a successful, in this
case, referendum, we can make a difference.

Our team was able to successfully see that through. That is the
model of what we are trying to replicate throughout the continent.
Our investments in Africa matter a great deal. We are seeing right
now that we are being outstripped in our investments in Africa by
the Chinese on a regular basis. On a year-on-year basis they are
increasing their investments.

We have tried to present a budget between USAID, MCC, OPIC
and the other development partners in the Federal Government
that will reprioritize smart strategic investments in Africa and do
it in a way that holds leaders and governments and governance
systems accountable for real results.

One example of that is our Feed the Future Program, where bor-
rowing an MCC practice that is an absolute best practice, we have
limited the program to those governments that are willing to dou-
ble their own investment in agriculture and be accountable for see-
ing that through. I will ask if Daniel wants to add to that.

Mr. YOHANNES. Approximately about 70 percent of our invest-
ments are in the continent of Africa, about $5.2 billion, and 60 per-
cent of the funds are being utilized in agriculture and infrastruc-
ture. This is an area that is key and vital for trade investment op-
portunities. Ghana is one role model in the region just to give you
an example of how successful we were in Ghana alone. The MCC-
trained farmers for the first time sold $300,000 of crops to the
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World Food Program. Not only are we helping this country to be-
come——

Chairman ROS-LEHTINEN. Thank you.

Mr. YOHANNES. Thank you, Madam Chair.

Chairman ROS-LEHTINEN. Thank you.

Mr. Rivera.

Mr. RivERA. Thank you, Madam Chair. In light of the situation
with Alan Gross, U.S. citizen, which I believe is being held hostage
by the Castro dictatorship and recently received a 15-year sentence
for exercising democracy-building programs in Cuba, what is the
status of the Section 109 democracy programs with respect to
Cuba?

Dr. SHAH. Thank you. First, let me say with respect to Mr. Gross
that we have been in contact with and continue to work aggres-
sively, primarily through the State Department, to ensure an effec-
tive outcome of that situation. I believe the Secretary and others
have spoken to that point specifically.

With respect to our Cuba program, we will be sending the con-
gressional notification up before the end of the month. As you
know, we have requested $20 million for the program. We believe
it aligns strongly against the congressional directions that are of-
fered. We intend to see that through and implement it in a manner
that allows for real transparency and results with respect to how
that program is implemented.

There has been a lot of work that has gone into it. Our team is
happy to offer a much more detailed briefing on the specifics of the
program going forward but our goals will be to accelerate imple-
mentation, get that done in a timely way, get the congressional no-
tification up, and align all of the investments with the basic objec-
tive of supporting civil society and democratic space in that envi-
ronment. Thank you.

Mr. RivERA. Thank you. What is the status of USAID’s effort to
require liability waivers from NGOs involved in Cuba democracy
promotion programs?

Dr. SHAH. I will have to come back to you with the specific an-
swer to that question. I will say in general we invest a great deal
of management effort. I personally engage directly with our imple-
menting partners around the world on issues with respect to the
safety of their staff. It is well known to this committee that USAID
officers, USAID Foreign Service Nationals who are locally em-
ployed staff, and USAID implementing partners, all take tremen-
dous personal risks.

Every day I walk through my office there is a plaque on the wall
in our lobby that puts the names and the years of people we have
lost in service. That is also true for all of our implementing part-
ners. How we manage their security, our efforts to design programs
that allow for them to be safe and effective, and our efforts to reach
out and engage with our community are very robust and have
grown stronger through our experiences in places like Afghanistan
and Pakistan.

Mr. RIVERA. Are we pursuing these liability waivers for NGOs
with any other country on the planet?

Dr. SHAH. I will have to come back to you on liability waivers
specifically, sir.
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Mr. RIVERA. Are there any efforts? Are you familiar with any ef-
forts recently on liability waivers for NGOs on Cuba?

Dr. SHAH. I don’t know the specific answer to that so I will come
back in a letter with a very detailed response.
[The information referred to follows:]

s CAIUSAID
: {f‘mmim i
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Mr. RivEra. Okay. Thank you very much.

I will waive my time.

Chairman ROs-LEHTINEN. Thank you very much, Mr. Rivera.

Mr. Meeks, the ranking member, the Subcommittee on Europe
and Eurasia.

Mr. MEEKS. Thank you, Madam Chairman.

I didn’t want to get into this but I just hope that folks don’t for-
get the baton they passed to us after 8 years of a Republican ad-
ministration, 6 years of a Republican majority in both the House
and the Senate, and a Republican President. What was inherited
we have got to fix and that is what we are trying to do here. I hope
we don’t go back to foreign policies.

We heard before that Iraq was going to—it was not going to cost
the American people no money. They were going to pay us all this
back. We heard that before and we are hearing that again that
somebody is going to pay us back money. We haven’t gotten any-
thing.

It is still costing us billions of dollars in Iraq. I hope we don’t
go to the kind of diplomacy where we begin to change names from
such trivial things of French Fries to Freedom Fries insulting our
allies, calling them old Europe. I mean, those are the kinds of poli-
cies that put us in a problem dealing with the rest of the world.

I'm hoping that we don’t ever go back to that kind of policy to
talking that way where we are alienating out allies. We should be
doing the kinds of things that you are doing, bringing our allies to-
gether working together on this place that we call Earth trying to
save folks, not cutting about 67 percent from international disaster
assistance, 45 percent from migration and refugee assistance, and
41 percent from global food relief. I mean, we are all human beings
no matter what country we come from and no matter where we are
we should be working together.

Now, I am going to try to leave that alone. I do want to know
from you because I want to give you a chance to ask because I real-
ly wanted to come here and ask to get an update on Haiti. There
are elections there. We have talked about we wanted to build it
better. Can you tell us where we are with Haiti? They are having
elections. My colleague, Mr. Payne, talked about some important
elections that are coming up and we need to do that also in Haiti.
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Let?me just pause for a second and ask you, where are we with
Haiti?

Dr. SHAH. Thank you for that question. As you know, we have
been very committed to putting in place a more innovative, more
forward-looking development program and reconstruction program
in Haiti. There are a number of examples where we have tried to
build back better. We are building a mobile money platform that
already has three times as many participants in it actively saving
money and being part of a formal economy than existed in the pre-
vious more traditional banking sector.

In agriculture we are making large scale supportive investments
to bring private investors including companies like Coca-Cola that
are now creating the Haiti Hope Product to really help create well-
managed value chains and supply chains that can reach back to
Haitian farmers and restart the Haitian agricultural economy.

In housing we are down from 1.5 million people just a few
months ago in temporary housing down to 810,000. We are seeing
the slope of that curve continue to get steep. We think we are being
successful there.

In rubble removal we have removed more than 20 percent of the
rubble that was there from the earthquake and we have done it at
a pace that is roughly twice as fast as the pace from which rubble
was removed in the Aceh earthquake. In all of those examples the
United States leadership of the international community, our focus
and rigor around real results and our efforts to work with local
partners like in the construction sector in particular, where we are
literally training local construction firms to build back to a higher
earthquake standard, use rebar from local materials to get wall
strength up to a higher level than what the traditional construction
methods were, are all having real affects.

I think the Haiti program should be judged over a multi-year ef-
fort but we have tried to use that program to showcase a more pri-
vate sector-oriented, a more robust, and a more efficient effort to
reinvest in our neighbors.

Mr. MEEKS. I'm going to throw a couple of questions out there.
You probably won’t get a chance to answer them but on the staffing
needs I would just like to know whether or not it makes some
sense to make sure that you have decentralized in a sense so that
more people are on the ground who knows what is going on. For
example, there is a situation where in Chad if you invest through
the government it cost more to build a school than by using, say,
an NGO.

Whereas in Afghanistan the opposite might be true. Only people
on the ground would know that so are we utilizing the individuals
on the ground so that we can make those kinds of decisions as op-
posed to just saying we are going to use an NGO?

Further, I would like to know whether or not the proposed con-
tinuing resolutions H.R. 1 whether or not you will be able to con-
tinue your mandate of objectives in Afghanistan and Pakistan if it
goes through. Whether or not you will be able to help support the
democratic movements in Belarus or for the needs of displaced Af-
Eican Latinos and indigenous populations in Ecuador and Colum-

ia.

Chairman RoOS-LEHTINEN. Thank you.
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Mr. Kelly, the vice chair of the Subcommittee on Asia and the
Pacific.

Mr. KeELLY. Thank you, Madam Chair. Not to continue to kick a
dead horse but I have got to tell you, I am trying to understand
because there is an old adage out there that charity begins at
home. I would say this: There is not one person in America who
does not have a passion to helping those who are in need but we
are in denial.

As Dana pointed out, when you are borrowing 40 cents on every
dollar you spend, understand that once you spend the dollar, the
dollar has been spent. Whether it is spent at home or abroad or
any place else the dollar is gone. Once it is gone it is gone.

Now, I am looking over these figures and while we continue to
talk it is only 1 percent of our budget. Let me just point this out.
Maybe I am just not getting it because I just have a bad habit of
doing that being in business for yourself where you have got to
have your own skin in the game and every dollar you give is your
dollar.

In 2008 for USAID $5.9 billion. In 2009 $6.31 billion. In 2010
$8.03 billion. Now, I would hardly say that America is being cheap.
I think what the American people are asking us to do is please, we
don’t want to stop helping other people around the world but at
what point do we come to the realization that we are truly broke?
We are in denial.

This country is not seeing what we need to see. We need fiscal
responsibility. Now, I am not saying stop being philanthropic. I'm
just saying when you spend a dollar, spend it smart. Let us just
spend it smart.

Let me ask you, Dr. Shah, I am looking over your testimony. I
am looking at some things here. Countries such as China which
has over $2.6 trillion in foreign cash reserves, yet has received
nearly $1 billion in assistance from the Global Fund in the United
States to finance its response to AIDS, malaria, and TB. They
should finance their own health programs.

How do we justify the $4 million request for China under
USAID’s apportionment of the global health and child survival ac-
count when China can and should finance its own health? I mean,
it is like me asking Bill Gates if he needs a loan. Where are we
going with this? Where does the common sense come in to what we
have to do to get through this crisis we are in?

If you could please help me out because I am so confused right
now as to what it is we are trying to do with those dollars we
spend. Listen, I will tell you right now. Everybody wants to help.
It is just when you are broke, you are broke. I am asking if we are
going to spend a dollar, let us spend it really, really smart because
this money does not belong to me or to this Congress or to this gov-
ernment.

This is all taxpayer money. It is nice to be benevolent with some-
body else’s money. I have done that out of my own wallet so it is
nice to give somebody else’s money away. If you could just help me.
How do we justify giving China $4 million? You know, we are going
to borrow it from them and then give it back to them. That does
not make any sense to me.
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Dr. SHAH. Thank you, sir. I will say that the fiscal responsibility
point is something we are introducing in all of our work at every
level and let me give you an example starting with China.

The $4 million is targeting XDR and MDR tuberculosis. That is
multi-drug resistant tuberculosis and a new strain of tuberculosis
called XDR TB that literally we do not as a global community have
a solution for that is efficient and effective in terms of both the di-
agnosis and the treatment.

That effort is to try and identify new diagnostic mechanisms and
a new treatment methodology so that we can essentially bring the
cost down on how we treat TB patients all around the world. The
reason we have to do it there is that is where these strains are and
that is where the more innovative solutions for diagnostics are.

If we were successful with that program, we would be able to re-
duce the unit cost of treating TB by 30 or 40 percent on a panel
of millions of patients around the world. The truth is the global
community is currently not winning the fight against global tuber-
culosis because of these new strains and because of the lack of ef-
fective tools. The diagnostic technology we use is almost 100 years
old.

As others have pointed out, we don’t do that in any other area
of fighting so we need new technologies and new approaches. That
is what that is about. I will also say on the fiscal responsibility
point that we are trying to look at this from a macro perspective.

For the overseas contingency operation account, for example, we
have determined a $4 billion investment in that capability allows
for a reduction in DOD’s OCO account by $41 billion. That is the
kind of tradeoff that we think can allow for real fiscal responsi-
bility and stability while achieving the objectives of keeping our
troops safe and ensuring stability in areas where we have vital na-
tional interest.

Mr. KELLY. Okay. I understand that. Do we have any indication
of anybody around the world that is sending money to the United
States to help us with our problems?

Dr. SHAH. Well, a number of the programs that we do are global
research programs that do, in fact, attract resources and put those
investments in U.S. universities, U.S. corporations, U.S. institu-
tions. One good example is partnerships with other countries

Chairman ROS-LEHTINEN. Thank you.

Mr. Connolly of Virginia is recognized.

Mr. ConNoOLLY. Thank you, Madam Chairman.

By the way, I think we did get some foreign assistance from
some countries during the Katrina crisis in the Gulf. There are ex-
amples. I guess I am troubled by this line of questioning that says,
“We are broke,” whatever that means, as a great country. There-
fore, apparently we are supposed to conclude we can’t afford to do
any of these investments. Any of them.

We can afford to continue to deny ourselves oil royalties so we
can give a break to the oil companies. The estimate of our sub-
committee was that total amount is $53 billion. If we can afford to
do that, we can afford to continue to provide $1 trillion a year in
tax expenditures, tax breaks to a lot of corporations that do busi-
ness overseas, privileged groups economically in the United States.
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If you want to be consistent, we can’t afford that. Maybe it was a
good thing once. We can’t afford it.

The idea that the world’s surviving superpower cannot afford to
back up its diplomatic efforts is to me a reckless thought, an unac-
ceptable thought. Frankly, provides the American people with a
false Hobson’s choice, one I think the Foreign Affairs Committee,
of all committees, ought to reject.

Dr. Shah, the continuing resolution that was passed by the
House majority a few weeks ago proposed a 19-percent cut to the
2011 requested levels of development assistance. Could that impair
your ability to do your job from your perspective?

Dr. SHAH. Yes, sir. That would.

Mr. CoNNOLLY. I can’t hear you.

Dr. SHAH. Yes, sir. That would. I believe that would undermine
our ability to invest in our procurement reforms and reign in and
better manage our contracts and grants programs around the
world. I think it will undermine some important new initiatives
like our accountable assistance for Afghanistan program that does
require greater management resources in order to get out and
evaluate projects.

We have just launched a new evaluation policy that I think, bor-
rowing from MCC, will be the best in the world. It insist that every
single project we do gets an independent third party evaluation
and that evaluation is made public at 3 months within the comple-
tion of that program but it will take some investments and our ca-
pabilities in order to implement that policy around the world.

Perhaps most critically it will reduce significantly our ability to
run the Feed the Future program which will reach 18 million peo-
ple in 5 years, moving them out of poverty and hunger in precisely
those places where poverty and hunger leads to food riots, famines,
and threatens our sense of stability and our natural security.

Mr. CONNOLLY. But you are the head of AID. What about this
compelling argument we just can’t afford it? Those might be nice
things to do but we just can’t afford it. What is your answer?

Dr. SHAH. Well, sir, I believe it is far more costly for us to deal
with the instability and the riots that result. It is even more costly
frankly for us to give away food to starving people than it is to in-
vest:

Mr. CoNNOLLY. So what you are contending is that sometimes
when we don’t make relatively modest investments up front we can
pay huge cost down the line having forgone that opportunity. Is
that what you’re arguing?

Dr. SHAH. Yes, sir. I will give you one example. Before I got to
USAID programs that should have been done as fixed cost con-
tracts but it requires more up-front contracting capacity to write a
fixed-cost contract were done as cost reimbursement contracts
where you don’t have the ability to essentially control cost.

You can lose in a single poorly managed contract hundreds of
millions of dollars and you can frankly with that same investment
in doing it more efficiently, more effectively with more business
like approach up front, save those resources and generate better re-
sults for American taxpayers.
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Mr. CoNNOLLY. By the way, that same CR cut humanitarian as-
sistance 42 percent. Does humanitarian assistance affect what is
going on in Libya or even the tragedy in Japan?

Dr. SHAH. Yes. The humanitarian account is supporting all of the
relief efforts. In Japan it’s a good example. It is also supporting our
ability to get members of the Nuclear Regulatory Commission and
other technical agencies out there to provide support and engage
with our partners. Those are the types of things we put at risk.

Mr. CoNNOLLY. Thank you. My time is up, Madam Chairman.

Chairman R0OS-LEHTINEN. Thank you so much.

Mr. Mack, the chairman on the Subcommittee on the Western
Hemisphere is recognized.

Mr. MAcK. Thank you, Madam Chairman. Again, thank you for
this hearing.

First of all, I have some questions about Honduras. So we have
heard that we are doing pretty good. I think the elections were
pretty clear this last election that the American people don’t think
we are doing pretty good. Then we hear that we are not broke.

All you have to do is look at this graph and if we continue with
the current policy that was pushed by the Democrats, we are talk-
ing about close to 800 percent debt, over 800 percent held by the
public as a percentage of the GDP. I don’t know where some people
are coming from. Too bad they left but we are broke and we are
not doing pretty good and we have got to be serious about where
we spend our dollars.

I would also like to say this. I agree that we need to stand up
for U.S. businesses throughout the world. The case of a U.S. busi-
ness in Honduras has been going on for over 7 years and needs to
be solved. The Honduran Embassy in the U.S. has been engaged
in my office on this issue that they inherited with the Lobo admin-
istration. I would just suggest to those that it is time to get to-
gether to solve that problem.

I am very concerned about the current state of affairs in Hon-
duras. President Obama, his administration, and the State Depart-
ment have been applying enormous pressure on Honduras. Why
Honduras? Because Honduras decided to stand up for what they
believe in, stand up for their constitution and they did the right
thing by removing Zelaya. For some reason our Government has
decided they shouldn’t do what is right for their country but they
should do what we tell them to do.

Specifically the State Department has been doing everything in
its power to force Honduras to succumb to the U.S. demands revok-
ing visas, cutting off critical defense support, suspending MCC
funds. My question is this: Isn’t it true that this is nothing more
than punishing a small country that we aren’t happy with?

Mr. YOHANNES. Mr. Congressman, a couple of things. Number
one, the MCC funds were not suspended by the State Department.
In fact, Honduras did an outstanding job in getting the first com-
pact completed. The only reason why they did not get the second
compact is because they did not qualify. They did not pass the cor-
ruption indicators which

Mr. MACK. Let me say this. The corruption indicators are percep-
tion based. Correct?
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Mr. YOHANNES. They are perception based but having said that
I have had——

Mr. MACK. Weren't they in the margin of error?

Mr. YOHANNES. That is absolutely correct but let me say this. I
have had conversations with President Lobo and his administra-
tion. They recognize

Mr. MACK. I am sorry. Was not this corruption that is perception
based, that you acknowledge is perception based, and it was in the
margin of error, isn’t it true that this corruption occurred under
Zelaya and the very person that the administration tried to bring
back to power after its country said we are not going to continue
with the corruption?

Mr. YOHANNES. Again, corruption is corruption. It does not mat-
ter which government

Mr. MACK. Isn't it true that the new government in Honduras
has been making large strides in reducing corruption?

Mr. YOHANNES. In fact, they are and they understand what has
happened in the last couple years and——

Mr. MACK. So the message—sorry but I have a little bit of time
here. So the message we are sending is that if you do the right
thing, if you stand up for your constitution, if you believe in the
rule of law, if you do those right things we are going to punish you.

But if a country like Nicaragua who invaded Costa Rica, we are
going to continue to allow you to have funds. Doesn’t this send a
message to people in Latin American countries and Latin America
that there is not a consistent way that our foreign policy is being
delivered in Latin America?

Mr. YOHANNES. We are working with the Lobo administration.
They have set aside a 2-year program to strengthen the anti-cor-
ruption areas primarily by strengthening the audits and primarily
management of public resources so we are continuing to get en-
gaged with them.

Mr. MAcK. If it was in the margin of error and all that Honduras
had done to try to eliminate the corruption that was under the
former President who this administration tried to bring back to
power, wouldn’t it be the right thing to do to continue with the
MCC compact?

Mr. YOHANNES. We have a very limited source of funding.

Chairman ROS-LEHTINEN. Thank you very much.

Mr. YOHANNES. We have a lot of countries that are competing for
it so——

Chairman ROS-LEHTINEN. Thank you.

Mr. YOHANNES [continuing]. At the end of the day we have to
make the best decision.

Chairman ROS-LEHTINEN. Thank you.

Mr. Cicilline of Rhode Island is recognized.

Mr. CICILLINE. Thank you, Madam Chairman.

Mr. Yohannes, thank you for being here today to talk about the
important work of the Millennium Challenge Corporation. I really
would like to acknowledge the excellent work of the MCC and the
work that it is doing really to incentivize policy or reform in good
government in a number of countries all around the world.

I want to express here my deep concern about the cuts that are
being proposed for funding for the MCC. The MCC has made stra-
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tegic investments in countries like El Salvador and Honduras by
improving infrastructure, strengthening property rights, enhancing
access to markets and assisting in business development. These are
investments that really are contributing to the long-term sustain-
ability in these countries.

I would also like to acknowledge the excellent work that has
been done through the MCC in Cape Verde. You might know my
district is home to a very vibrant and wonderful Cape Verdean
community and I am very proud that Cape Verde may well be the
first nation to receive a second compact with the MCC. They have
made incredible progress with the help of the MCC and I just want
to acknowledge that.

My question really is what can we do, what steps are being
taken, what can we do to ensure that countries like El Salvador
and Honduras who have made substantial progress in reforming
policies and strengthening their markets, improving their govern-
ments, what can we do to help them continue on that path so that
they, too, might be eligible for a second compact and what proce-
dure is in place to continue that kind of support that is both in
their interest, obviously in their national interest, but also in the
interest of our country?

Mr. YOHANNES. Thank you, sir. As you know, it is extremely
competitive to get to our program. We select countries that are well
governed, those that have accepted market principles, and those
countries that have made a tremendous commitment to investing
in their people. Those are the major criteria.

We are very selective. We only work with about 22 different
countries out of about a 100. We work with the best of the best.
This is primarily with the goal that we want to make sure that this
country is on a path to replace aid dollars with dollars from the in-
vestment community.

Many of the investments we make in those countries are not only
used to improve the infrastructures and so forth but the key is the
policy reform which is extremely critical to create the conditions
and the environment for private sectors to flourish.

Having said that, El1 Salvador has done an outstanding job. In
fact, I was there last year. I met with many of the beneficiaries
that have benefitted from our program, both men and women. Also
have seen the road that has been built which will connect the north
and the south that has been the dream of the El Salvadoran people
for the last 50 years.

I have been to Honduras. I have seen the benefits that have been
provided to both men and women in that country. In addition, in
Honduras we built 510 kilometers of road so that the farmers could
have access to markets. Having said that, they also made a tre-
mendous investment. They have set aside an additional $30 million
to maintain the roads.

They also passed a major legislation primarily in the financial
sector to make sure that people who do not own land also have ac-
cess to credit. There has been a lot of accomplishments both in El
Salvador and in Honduras. Again, Honduras was not eligible this
time but we are engaged with them and would hope that if they
continue to implement what President Lobo and his administration
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have planned, there is no reason why they should not be considered
for a second compact.

Mr. CiciLLINE. I yield back, Madam Chairman.

Chairman ROS-LEHTINEN. Thank you very much.

Ms. Buerkle, the vice chair of the Subcommittee on Terrorism,
Nonproliferation, and Trade, is recognized.

Ms. BUERKLE. Thank you, Madam Chairman.

I would like to just begin my comments by Representative Mack
referred to a chart, and we have it over here on our right, regard-
ing the tidal wave of debt that we will continue to incur if we con-
tinue on the path that we are on.

The first thing I do want to say is in defense of my very good
friend from New Jersey, Representative Smith, he is not only a
champion of the unborn, he is a champion for human rights for all
people, born and unborn, so I want to make sure that is in the
record loud and clear. Thank you.

I come from New York State and I represent upstate New York.
New York along with 43 other states is facing terrible deficits and
issues. There is no question they will be forced to make a decision
about whether or not they are going to be able to pay their debt
or pay their employees. Many states in this country are just in dire
straits when it comes to spending and debt and whether or not
they can keep their state alive. We are all aware of that. We see
articles regarding this all the time.

My question to you is, and this piggybacks on Mr. Kelly’s ques-
tion, Americans have suffered 20 months of 9 percent unemploy-
ment and greater. We are facing fiscal crisis. As was pointed out
we are borrowing 40 cents on every dollar. We need justification.

How do we go to the American people? American people many of
them are losing their homes. They are unemployed. How do we jus-
tify spending this money in other countries and not having it avail-
able for the American people?

Mr. YOHANNES. Thank you, Madam Congresswoman. This is
about our future. This is about our security. This is about our pros-
perity. This is building the next set of emerging economies. This is
about trade investment opportunities for American businesses.
This is about job creation here in America. We are working to put
these countries on the path to become self-sufficient so they will
never have to depend on foreign aid again.

Having said that, if we leave these countries alone then, in effect,
we are giving these countries to our competitors. Keep in mind
after the war we had the Marshall Plan. We helped a lot of coun-
tries. Today 75 percent of our trade is with those countries that we
supported. I really believe that the countries we work with are
poised to do the same in the next 10 years.

Ms. BUERKLE. Thank you. Let me ask, and this question is for
both of you. Is there an end game with some of the aid that is
going to some of these countries? Will this aid end or does it just
go on indefinitely?

Dr. SHAH. Let me address that in the context of our food security
programs or in our health programs. Our goal is to basically put
ourselves out of business by supporting a vibrant civil society, a
real vibrant private sector, or effective public investments that are
made locally that can carry out these goals.
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In malaria, for example, in sub-Saharan Africa, just 5 or 6 years
ago we were all talking about how 1 million children under the age
of 5 died. Hospitals were overwhelmed.

Through a very smart program put in place by the Bush admin-
istration and picked up and supported by our administration, we
have essentially gotten insecticide treated bed nets to kids through
schools, community centers, hospitals. It is keeping them out of
hospitals so the hospitals are now able to see other types of pa-
tients.

As a result we have seen about a third of all those kids who die
under the age of five in sub-Saharan Africa are now living. What
that does is that allows families to invest in their education. It al-
lows people to invest in human capital, and it is the pathway for
growth that allows exactly what Daniel said, countries to stand on
their own two feet.

The thing I worry about is in the way that some of the cost re-
ductions are applied, in this case we would have to take 5 million
of those kids and stop providing insecticide treated nets to those
kids. This is a $4 intervention. Unwinding some of the more effec-
tive programs that lay the basis of sustainable growth and real de-
velopment will over time result in the need for us to have a dif-
fel%ent approach, mostly military, to areas that are insecure and un-
safe.

Ms. BUERKLE. Thank you. I have 15 seconds left. I want to just
end by saying that the American people are a generous people and
they want to help but we here in this Congress have an ultimate
responsibility of holding all agencies accountable for how we spend
the taxpayer’s money and we have to be prudent and we have to
put their needs first. Thank you very much.

Dr. SHAH. Thank you.

Chairman ROS-LEHTINEN. Thank you.

Mr. Manzullo, the Subcommittee on Asia and the Pacific chair-
man is recognized.

Mr. MaNzUuLLO. Thank you very much. Mr. Shah, in your testi-
mony at the end of page two and the beginning of page three, you
mentioned a new venture capital investment fund called the Devel-
opment Innovation Ventures Fund, DIV. On the USAID Web page
describing the fund it lists the E-Bike as one of the fund’s first
grantees. The E-Bike, according to the Web site, is a “practical,
scalable, pollution-free form of mobile transportation.”

The Web site further says,

“USAID, borrowing from the private venture capital model,
will seek through a competitive process to invest resources in
promising, high-risk, high-return projects that breakthrough
innovations often require that are often difficult to undertake
using traditional agency structures.”

Furthermore, according to Grants.gov, the Federal Government’s
official Web site for announcing grants, it states that the purpose
of the fund is to, “Institutionalize further in USAID the serendipi-
tous process by which great ideas are conceptualized, developed,
and refined to be real world operational challenges.”

This is a venture fund, right, that the taxpayer could end up los-
ing money on?
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Dr. SHAH. Well, sir, it is a grant program that is operating with
principles that are modeled after a venture fund so that we can get
a higher return on our investment.

Mr. MANZULLO. So it is a giveaway program? It is a grant?

Dr. SHAH. Yes. We have——

Mr. MANZULLO. And there is no basis for repayment?

Dr. SHAH. No, we do not——

Mr. MANZULLO. Alright. Then tell me about this E-Bike. Who
makes this E-Bike?

Dr. SHAH. Well, all of the grantees of this program are small en-
trepreneurs——

Mr. MANZULLO. I asked, who makes the E-Bike?

Dr. SHAH. I am not sure of the specific

Mr. MANZULLO. I think you should know that. This is the first
grantee.

Dr. SHAH. There was a wave of grantees. We got thousands of
applications

Mr. MANZULLO. I understand that. So somebody is going to take
this solar-powered bicycle paid for by U.S. taxpayers’ funds and
give it somewhere in the world and that is going to help save the
world?

Dr. SHAH. No, that is not it, sir. We are investing in developing
new technologies that can be sold

Mr. MANZULLO. Oh, come on, please.

hDr. SHAH [continuing]. In developing countries. One example is
the——

Mr. MANzZULLO. Where is this E-Bike going with U.S. taxpayers’
dollars? Where is it going?

Dr. SHAH. Well, if it is developed and if it is a viable business
model, then a small U.S. entrepreneur could sell that product in
developing countries around the world just like——

Mr. MaNzZULLO. And the U.S. taxpayer is supposed to pay for
that?

Dr. SHAH. We are investing in the development of some of those
technologies.

Mr. MANzULLO. The U.S. taxpayer is paying to buy E-Bicycles,
solar-powered bicycles, to give away to other countries.

Dr. SHAH. No, sir. We don’t buy and give away any bicycles.

Mr. MANZULLO. Where is the money going?

Dr. SHAH. The investment goes into technology development.

Mr. MANZULLO. Oh, come on. This bicycle was already developed
by the time your program started.

Dr. SHAH. No, they have to be refined. They have to be built into
a business model and sold——

Mr. MaNZULLO. Then why are the U.S. taxpayers buying a solar-
powered bicycle? How is that going to help out the world?

Dr. SHAH. Sir, U.S. taxpayers are not buying solar-powered bicy-
cles.

Mr. MANZULLO. Wait a second. Just a second, Mr. Shah. You said
that it is a grant. Is that correct?

]?:11".1 SHAH. A grant to the entrepreneur to develop a business
mode

Mr. MANZULLO. And the grant money comes from the U.S. tax-
payer?
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Dr. SHAH. Correct.

Mr. MANzZULLO. So the U.S. taxpayer is buying an E-Bicycle. Isn’t
that correct?

Dr. SHAH. The U.S. taxpayers investing in business

Mr. MaNzULLO. Will you answer the question, please? Don’t use
the word “investment.” Use the word “spend” or “paid.”

Mr. BERMAN. Madam Chairman, I think the gentleman should be
able to answer the questions in the words he choses.

Chairman RoOS-LEHTINEN. Thank you, Mr. Berman.

Mr. MANZULLO. I understand. Are U.S. taxpayers’ dollars being
used to buy this E-Bicycle? Yes or no?

Dr. SHAH. No, we are not buying and giving away E-Bicycles.

Mr. MANZULLO. So where is the money going?

Dr. SHAH. To U.S. entrepreneurs——

Mr. MANZULLO. So they can develop

Dr. SHAH. I can give you a number of examples. Another partner
we are working——

Mr. MANzZULLO. No, I am just asking about the bicycle. Okay?
E.S. 1taxpayers’ dollars are being given to somebody to develop this

icycle.

Dr. SHAH. To develop a business to sell bicycles wherever they
can.

Mr. MANZULLO. I understand. Does the taxpayer get reimbursed
on the sales of these bicycles?

Dr. SHAH. No, these are small up-front grants that are providing
seed capital to develop businesses that can be scaled through

Mr. MANZULLO. I understand, but this is the problem. This is
why the U.S. taxpayers are really upset. I don’t know any Ameri-
cans that can afford to buy a solar-powered bicycle themselves.
Now the American taxpayers are buying solar-powered bicycles and
essentially giving them away to countries around the world. This
is a waste of taxpayers’ dollars. The sooner you guys wake up and
understand that, the better off you are going to be and take limited
resources and use them for better purposes.

Dr. SHAH. Sir, the development innovation program is focusing
on those interventions that can reduce the cost of achieving——

Chairman ROs-LEHTINEN. Thank you, Dr. Shah.

Dr. SHAH [continuing]. And we are seeing that work in a number

of-

Chairman RoOS-LEHTINEN. Judge Poe, the vice chair of the Sub-
committee on Oversight and Investigations is recognized.

Mr. POE. Madam Chair, I am waiting for a poster. I would yield
to Mr. Fortenberry if that is agreeable to the chair.

Chairman ROS-LEHTINEN. Absolutely.

Mr. Fortenberry first and then we will go to Judge Poe.

Mr. FORTENBERRY. Thank you, Madam Chair, for holding the
hearing.

Thank you, gentlemen, for coming today. Let me touch upon a
subject that was brought up earlier. It is sensitive but, nonetheless,
I think it needs to be unpacked further.

You are correct in stating that the United States does not di-
rectly subsidize the procurement of abortion in our overseas pro-
gram. However, the United States does subsidize and underwrite
organizations that are directly involved in the provision of abortion.
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That is a new position, a new policy of this administration which
is frankly troubling to me.

I think our development goals, our foreign policy initiatives,
should be built upon the consensus of values in this country. My
goodness, we have enough to do with meeting basic humanitarian
needs that we shouldn’t be exporting our own philosophical and
cultural divides and imposing them on other people. I would submit
that for your consideration.

I think what you do is important. I think that it is intimately re-
lated to national security, economic well being, as well as what is
the call really in the hearts of most Americans to try to do some-
thing to help those who are in vulnerable situations.

As we do that we develop relationships. We develop trust and
that helps with communication. That breaks down barriers and
that prevents the potential for conflict and it opens up the possi-
bility for economic well being between different peoples. With that
said, what works? What works best? What doesn’t work?

Dr. SHAH. Thank you. We have restructured a number of our
major strategies to focus on exactly that question. We want to in-
vest in those things that work and move resources away from those
things that don’t. We have just unveiled a new education policy, for
example, that is targeting 100 million children and ensuring that
they get improved learning outcomes.

For decades a lot of the investment and spending that has gone
into development assistance and education has been somewhat ef-
fective but has not measured the educational attainment of the
kids. By measuring that attainment and focusing and investing in
those strategies whether it is teacher training or getting kids ac-
cess to better material and curricula that work, we can dem-
onstrate and document that we are getting better outcomes.

That is one example. Across our health portfolio we are rein-
vesting our resources in things like vaccines and immunization,
malaria prevention, HIV prevention, new TB diagnostic tech-
nologies that can bring down the cost of treatment and diagnosis
because those things are, frankly, an order of magnitude more effi-
cient in achieving the outcomes than the traditional way of doing
business.

A lot of the innovations we are trying to pursue across all of
these areas are looking at what is more expensive and can we find
new ways to provide services and help achieve the same outcomes
at much lower cost.

Just last week we launched a partnership with the Gates Foun-
dation, Norway, the World Bank, and Canada where we leverage
our dollars. For every dollar we put in we raised four from them.
It is called Saving Lives at Birth and it focuses on developing new
inngvations that allow community health workers who are not
paid.

They are trained but not paid to in people’s homes and in com-
munities really help save lives in that critical 48 hours of birth and
immediate life. Those are the kinds of innovations that we think
can reduce the cost and get us better outcomes.

Mr. FORTENBERRY. Which become all the more important in light
of the fundamental purpose of this hearing to talk about con-
straints in the budget which are very, very real and we are all hav-
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ing to make very difficult decisions about priorities and how we are
going to tighten the belt. It is unsustainable the pathway that we
are on so we all have to embrace this reality and do what we can
with limited resources. What doesn’t work?

Dr. SHAH. Well, I would say there are some things that don’t
work. We have done, I think, far too much teacher training without
measuring outcomes so we are reducing our investment in that
area and focusing more on learning attainment. When we do things
like try to provide health services through only hospitals, that is
a very costly way to provide health services in the lower-income
parts of the world and we should be looking for community-based
solutions that are cheaper so we are shifting resources from hos-
pitals to communities.

Mr. FORTENBERRY. I am running out of time so I need to cut you
off. So in that regard as well, do we make an attempt? Perhaps it
has to be subtle at points and sensitive that this is a gift of the
United States Government?

Dr. SHAH. We try to be aggressive in pointing out that these in-
vestments are from the American people. That is our tagline. The
logo goes on everything we do and we demand real results. I think
MCC—

Mr. FORTENBERRY. Let us turn to Millennium Challenge right
quick if you could answer the question as to what has worked and
what hasn’t worked because it is a new framework—I have 10 sec-
onds. It is a new framework for accountability and it is very fas-
cinating. I think we are starting to get evidence.

Mr. YOHANNES. What makes MCC distinctive, so different from
any other development agency that our approach to development is
like a business? We do a very thorough——

Chairman R0OS-LEHTINEN. Thank you. Thank you very much.

Mr. Royce, the chairman on Subcommittee on Terrorism, Non-
proliferation, and Trade is recognized.

Mr. RoycE. Thank you, Mr. Yohannes. Let me raise an issue on
Millennium Challenge that I have been concerned about for some
time and that is the $240 million contract with Senegal. I will give
you just one of many of the issues that I have raised repeatedly
with your agency and that is the fact that you have a 160-foot tall
North Korean-built statue being shipped in by the 83-year-old
President.

The cost, I would guess, is around $50 million and he gets 35
percent of that as a kickback. We are talking about the President
of the country gets 35 percent of that as a kickback to a personal
foundation. This is a guy who created a special ministry for his son
in order to pay his son. We have a European diplomat who was
given a gift of about $200,000 walking out of the country before a
loan came in the other direction.

I just wonder. It is not just that our aid dollars freed up Sen-
egalese funds to be used for a statue taller than the Statue of Lib-
erty, taller than the Redeemer statue in Brazil. This thing is a co-
lossus, North Korean art, sitting there. It is the fact that the North
Korean regime got the money. Our U.S. taxpayers put money into
Senegal and that frees up money for this kind of an operation.

Frankly, you strip away everything else and we are essentially
rewarding a guy who is helping fund the regime in North Korea,



61

besides just the corruption that is going on there. I have written
repeatedly, raised this issue with the Secretary of State, tried to
get everybody to reevaluate the $540 million over in Senegal. I
know we say we are bringing up these issues with him but he has
extended his term to 7 years in office.

Come on. Could you give me your take on what we are doing
right now with President Wade in Senegal?, which is certainly
moving in the wrong direction. I have been to Senegal. I was there
back when it was moving the right direction. Right now we are
doubling down on somebody who is back peddling as fast as hu-
manly possible in terms of the rule of law.

Mr. YOHANNES. Thank you very much, Mr. Congressman. You
know, in terms of the statue, I mean, those things happen. We are
not happy about it but some of the poorest countries they seem to
be doing something like that which is stupid but, nevertheless, that
goes on.

In terms of looking at the country as a whole, when you consider
Senegal with other countries, primarily in the area of corruption,
in the area of good governance, in the area of freedom of the press
and economic policies and investment in people, they do score ex-
tremely well.

Having said that, you know, a number of issues have come to us
in the last couple months. In fact, there was an incident that hap-
pened a couple of months ago where President Wade exempted a
couple of the ministries from procurement processes and we re-
sponded back and we worked in conjunction with the State Depart-
ment, the World Bank, and others.

We sent a message that if you decide to remove those exemptions
that will suspend or terminate our compact and they reversed after
they heard our complaint. It appears to be sometimes a problem
but we are responding to it. We are making some changes. They
are responding to us. After all, you know, they have about $500
million. They don’t want to do that.

Mr. ROYCE. I understand that but think on this, all right? As I
said, once they were moving in the right direction. They had think
tanks that were promulgating the right ideals. You brought out
these facts. The facts I look at is how Transparency International
sees it. They say that Senegal has fallen from No. 71 in ’07 to 105
out of 178 countries, 105 from the list in their corruption ranking.

In other words, they are not moving in the right direction. They
are slipping about as fast as a country can slip. I would argue that
at some point in time you have to send a message and you have
got to send a message to other countries that you are serious.

If Senegal isn’t it, and if cutting this deal with the North Kore-
ans to bring in a statue taller than the Statue of Liberty which 35
percent of the money gets kicked back to a personal foundation of
President Wade, if he has a relationship with what he is doing with
his son, if that isn’t the red light, I don’t know what is. I would
feally suggest to you what I have suggested in numerous blogs and
etters

Chairman R0OS-LEHTINEN. Thank you.

Mr. ROYCE [continuing]. And in meetings with the Secretary of
State please reverse this action. Thank you.

Chairman ROS-LEHTINEN. Thank you.
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Judge Poe, the vice chair of the Subcommittee on Oversight and
Investigations is recognized.

Mr. PoE. Thank you, Madam Chair. Thank you both for being
here. I want to make it clear that in your operation you are doing
what Congress has commissioned you to do. I have a chart here
that is furnished to us by the Department of Defense and the State
Department. It is off their Web site. A very simple chart. All of the
red represents countries that receive aid from the United States
whether it be foreign aid and maybe military aid.

The green represents those countries in the world that receive
military aid from the United States. And those few countries that
are in blue they receive no aid from the United States. As you can
see, it is most of the countries in the world. There are 192 coun-
tries in the world give or take those last two who sometimes are
countries and sometimes they are not countries but we give aid to
most of those countries.

I understand the reason. It is to promote humanitarian goals in
the interest of the United States and some of those noble things.
But it concerns me that we give aid to our “friends” Chavez in Ven-
ezuela; that we give aid to Cuba, that we give aid to Russia and,
of all things, we give aid to China, the country that controls most
of our debt. And the other countries throughout the world receive
some type of aid.

Many of these, I would guess most of these countries, they don’t
even like us. They vote against our interest in the United Nations.
As my friend Louie Gohmert says we don’t need to pay people to
hate us. They will do it on their own. Maybe there is some truth
to that. It seems to me that maybe we should rethink the way that
when we are talking about the budget and foreign affairs and the
State Department that we allocate money.

Maybe each of these countries should stand or fall on their own.
As you know, we vote for foreign aid appropriations all the coun-
tries together in one piece of legislation whether it is Israel or
whether it is some other country. I am a big supporter of Israel.
I think that most Members of Congress are. I can’t speak for them
but I think most Members of Congress would want to appropriate
aid to Israel.

If we want to give aid to Israel, we have got to give it to all of
these other countries as well. So maybe the time has some to let
each of these countries stand or fall yearly on their own with an
up or down vote. Each country in the State Department presents
to us the arguments for, and maybe against, continuing aid for
each country one at a time. Maybe that is our responsibility to rein
in spending.

Foreign aid, you mention that. If I mention that in my congres-
sional district in Southeast Texas, people really just get irritated
about that. I understand the percentage of it from the budget but
people are concerned about foreign aid.

Dr. Shah mentioned that we are helping educate people through-
out the world. Well, we are at a time where many states are cut-
ting back education so why are we giving money to countries to
educate their kids when we are losing money, don’t have as much
money to educate our own? It is questions like that that I con-
stantly get.
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Dr. Shah, I don’t want to commit you but what do you think
about that philosophy? Should we just let each country stand or
fall on its own or should we continue the same process?

Dr. SHAH. Well, I would suggest and believe strongly that our as-
sistance is part of our national security strategy. When you look at
it in aggregate it is a very, very small investment that yields rel-
atively higher returns. In education in Pakistan, for example, when
we are able to get hundreds of thousands of kids in FATA and
Waziristan and other dangerous parts of the countries in schools
where they have an alternative to madrassas, that is an outcome
that is good for our national security.

Mr. PoE. But isn’t it true that in Pakistan we have now issues
with the Pakistan Government about giving safe haven to the
Taliban and maybe some of the money that we are giving them is
turning up in the hands of the bad guys? Doesn’t that outweigh
educating the kids in Pakistan?

Dr. SHAH. We have robust vetting and monitoring systems in our
Pakistan program and in other programs around the world so that
we can track where our resources have gone. I guess that is the
second point which is we are not just writing checks to govern-
ments. A lot of this work, depending on where and under which cir-
cumstances, supports civil society, often supports democratic gov-
ernance initiatives, supports the types

Mr. POE. Excuse me, Dr. Shah. I want to reclaim my time with
16 seconds. Do you have an opinion about whether we should put
it all in one big massive bill or split them up country for country
regardless of what kind of aid it is?

Dr. SHAH. I think we should be focused on reform and results
and think of this as part of our national security strategy and
based on that, make relative tradeoffs across the entire portfolio.

Chairman ROS-LEHTINEN. Thank you.

Mr. POE. You cannot answer my question, or won’t. Thank you,
Madam Speaker.

Chairman Ros-LEHTINEN. Thank you. Thank you so much and I
want to thank first our members for excellent, thought-provoking
questions. Thank you to our two wonderful panelists. We thank you
for the time and we will move ahead and see where we can meet
each other between the fiscal realities that confront us and the
needs of our world. Thank you so much and the meeting is ad-
journed.

[Whereupon, at 12:10 p.m., the Committee was adjourned.]
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