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Washington, DC 20548

July 14, 2010
Congressional Committees
Subject: Millennium Challenge Corporation: Summary Fact Sheets for 17 Compacts

The Millennium Challenge Corporation (MCC), now in its seventh year of operations, is to
provide aid to developing countries that have demonstrated a commitment to ruling justly,
encouraging economic freedom, and investing in people. MCC provides assistance to eligible
countries through multiyear compact agreements to fund specific programs targeted at
reducing poverty and stimulating economic growth. MCC has received appropriations for fiscal
years 2004 through 2010 totaling about $9.5 billion and has set aside about $8.1 billion of this
amount for compact assistance. As of June 2010, MCC had signed compacts with 20 countries
totaling approximately $7.1 billion; of the 20 compacts, 18 compacts had entered into force,
obligating a total of approximately $6.3 billion. The President has requested approximately $1.3
billion in additional funds for MCC for fiscal year 2011, of which MCC plans to use about $1.1
billion for compact assistance to countries currently eligible for compacts.

Enclosed are fact sheets for 17 of the MCC compacts that had entered into force as of
December 2009." The fact sheets summarize each country’s

e general country characteristics and location,

e timeline of key compact events as of June 2010,

e per capita income relative to MCC income criteria,

o performance on MCC’s eligibility indicators,

e compact characteristics and structure,

e compact funding and project allocations as of December 2009, and

e planned and actual compact fund disbursements through December 2009.”

'We have not included a fact sheet on the Madagascar compact because, as the result of an undemocratic transfer
of power in Madagascar in March 2009, MCC formally terminated the compact effective August 31, 2009.

*The data within the fact sheets reflect the most recent information available on compact modifications and take
into account MCC'’s ongoing planning and disbursement processes. As a result, key compact events are reported
as of the end of the third quarter of fiscal year 2010 (June 2010); compact project allocations are reported as of the
end of the first quarter of fiscal year 2010 (December 2009); planned actual compact fund disbursements are
reported through the end of the first quarter of fiscal year 2010 (December 2009).



Scope and Methodology

We compiled and summarized data from a number of sources to develop these fact sheets,
including our previous reporting on MCC, as follows:

e To provide a general overview of each country’s characteristics, we used information
from the World Bank and from the Central Intelligence Agency World Fact Books.

o To develop timelines of key compact events, we analyzed MCC data from its fiscal
year 2009 financial report and our previous reporting.

o To depict countries’ income categorization, we compared World Bank data on per
capita gross national incomes (GNI) with MCC’s income eligibility thresholds
published in its annual candidate country reports.

o To summarize country performance on MCC eligibility indicators, we used data from
MCC’s annual candidate country scorecards and eligible country reports.

+ To summarize each compact’s characteristics and structure, we reviewed and
analyzed MCC’s compacts, compact summaries, and monitoring and evaluation plans
at compact signature, and the fiscal year 2011 Congressional Budget Justification.
These summaries reflect the compact structure as of December 2009 and expected
beneficiaries recalculated as of fiscal year 2009. Expected results are reported as of
compact signature, however MCC continues to modify expected results as projects
evolve and as new data becomes available.

o To analyze compact allocations, disbursements, and commitments, we compiled
public information from MCC’s quarterly reports on compact obligations,
disbursements, and commitments published in the Federal Register and from MCC’s
quarterly country status reports.’ The planned disbursements we report are based on
MCC'’s financial plan projections at compact signature and as of December 2009 and
on the assumption that compact funds are disbursed evenly throughout the compact
term and implementation year. One country, Mongolia, had a major reallocation of
funds that MCC approved at the end of 2009; however, the reallocations were not
implemented until January 2010. Although the implementation date for these
reallocations was outside our scope, we have included information on the
reallocations using MCC’s most current financial plan.

To clarify and confirm our understanding of this information, we met with MCC officials.

We determined that World Bank gross national income per capita data were sufficiently
reliable to depict countries’ income categorization as compared to MCC'’s eligibility cutoffs.

*MCC compact funds are committed up front when compacts are signed with the partner country and obligated
after a compact enters into force. MCC defines allocations as compact funds assigned to a specific compact
project, which may be reallocated among projects during compact implementation. Disbursements are payments
from MCC compact funds, usually directly to a vendor. These funds are authorized for expenditure on a quarterly
basis for costs associated with program implementation. The agency defines contract commitments as the
forecasted value of any contract (or recurring expense outside of a contract such as salaries or utilities), and on
the project level, these forecasts are often listed as “commitments.”
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We further determined that MCC financial data were sufficiently reliable for our purposes
based on our review of U.S. Agency for International Development Inspector General Audits
of MCC'’s internal controls and financial statements. We did not independently assess the
reliability of MCC'’s projections of all countries’ compact results in this review and have noted
this accordingly on each fact sheet." We conducted our work from January 2010 to July 2010
in accordance with sections of GAO’s Quality Assurance Framework relevant to our
objectives. This framework requires that we plan and perform the engagement to obtain
sufficient and appropriate evidence to meet our stated objectives and discuss any limitation
in our work. We believe that the information and data obtained, and the analysis conducted,
provide a reasonable basis for any findings and conclusions.

Agency Comments and Our Evaluation

We provided a draft of the fact sheets to MCC for review. MCC provided written comments
about the draft, which we have reproduced in enclosure 1. Regarding the rate of funds
disbursement, MCC stated that the pace is, in some cases, slower than projected when the
compacts were signed. MCC notes that the disbursement lags can be attributed to a number
of factors, which MCC and the partner countries are addressing. Regarding projected
compact beneficiaries and results, MCC noted that, as a part of its monitoring and evaluation,
MCC periodically reviews and revises compacts’ results and beneficiaries in light of evolving
project designs or additional data.

We also received and incorporated as appropriate a number of technical comments from MCC.

We are sending copies of this report to interested congressional committees. We will also make
copies available to others on request. In addition, the report will be available at no charge on
GAOQO’s Web site at http://www.gao.gov. If you or your staff have any questions or wish to discuss
this material further, please contact me at (202) 512-3149 or gootnickd@gao.gov. Contact points
for our Offices of Congressional Relations and Public Affairs may be found on the last page of
this report. Emil Friberg, Jr. (Assistant Director), Miriam Carroll Fenton, and Suneeti Shah
Vakharia made significant contributions to this report. Jena Sinkfield, Etana Finkler, Ermie
Jackson, Reid Lowe, and Amanda Miller provided technical assistance.

S &.‘,{:&

David B. Gootnick
Director, International Affairs and Trade

‘Previous GAO work examined the methodology used by MCC to determine compact projects’ results. See GAO,
Millennium Challenge Corporation: Vanuatu Compact Overstates Projected Program Impact, GAO-07-909
(Washington, D.C.: July 11, 2007) and Millennium Challenge Corporation: Independent Reviews and Consistent
Approaches Will Strengthen Projections of Program Impact, GAO-08-730 (Washington D.C.: June 17, 2008).
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Enclosure I: Comments from the Millennium Challenge Corporation

MILLENNIUM

CHALLENGE CORPORATION
UNITED STATES OF AMERICA

June 28, 2010

Mz. David B. Gootnick

Director, International Affairs and Trade
U.8. Government Accountability Office
441 G Street, NW

Washington, DC 20548

Dear Mr. Gootnick:

Thank you for the opportunity to provide comments on the GAO report entitled
“Millennium Challenge Corporation: Summary Fact Sheets for 17 Compaets Entered
ints Force.” MCC appreciates GAO’s summaries of our compacts that reduce global
poverty through the promotion of sustainable economic growth, and wishes to clarify
certain points regarding the pace of our disbursements as well as the dynamic nature of
our project evaluation process.

Compact Disbursement Rates

MCC acknowledges that the pace of its disbursements, in some cases, is slower than
projected by the general financial plans developed when individual compacts were
signed. These lags are attributed to a number of factors being addressed by MCC and our
partner countries.

First, as a result of more project feasibility work being conducted during the compact
development process, MCC has greater certainty on project costs and is therefore able to
develop more complete financial plans at the time of compact signing. Second,
implementing units, known as MCAs, are now established and mobilized eatlier,
allowing procurements to begin soonér after compact signature, which in tum allows for
earlier disbursements. Third, during implementation, MCC requires MCAs to update
their detailed financial plans on a quarterly basis. This process provides MCC with
revised quarterly projections for the remainder of the compact term; these projections
form the basis of our annual corporate disbursement and commitment targets. MCC
makes these targets public and reviews them with various stakehoiders.

These changes have significantly improved MCC’s disbursement performance against the
corporate targets over the past two years without compromising its oversight model.
Increases in the pace of MCC’s disbursements has resulted in an increase in the on-the-
ground work completed which has allowed MCC to begin showing the related output and
outcome results of its investments. ) ’
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Dynamie Evaluation of Expected Beneficiaries & Resulis

As noted in the GAO report, MCC undertook a major effort in December 2009 to ensure
that consistent definitions of beneficiaries are used across compacts. This has resulted in
updates to a number of the project beneficiary estimates.

MCC periodically reviews compacts’® benefits and beneficiaries. MCC project designs
may evolve or be refined during program implementation, and additional data impacting
assumptions in the economic model may become available. Consequently, projections of
expected benefits and beneficiaries may also change. MCC provides updated estimates
in publicly available documents such as monitoring and evaluation plans as they are
available. '

We have greatly appreciated working with the GAG in the development of these

documents. If you have any questions, please do not hesitate to contact me.

Sincerely Yours,

/ )

Patrick C. Fine
Department of Compact Implementation
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Country Characteristics

Located in the Caucasus region of
Asia, Armenia has a population of
about 3.1 million. It is a lower-
middle-income country. Its
economy is based primarily on
services and industry, which
respectively constitute 48 and 34
percent of its gross domestic
product (GDP). Agriculture
constitutes 19 percent of GDP but
employs about 46 percent of the
labor force. After the breakup of
the Soviet Union in 1991, Armenia
implemented some economic
reforms, but geographic isolation, a
narrow export base, and
monopolies in important business
sectors made it vulnerable to the
deterioration in the global
economy. After several years of
high economic growth, Armenia
faced an economic recession, with
GDP declining by at least 15
percent in 2009. Its economy is
further challenged by high
transportation costs. The country is
landlocked, and its borders with
Azerbaijan and Turkey have been
closed since the early 1990s.

Compact Timeline

During compact development, MCC
and an eligible country negotiate
project proposals and the compact’s
terms. After the compact is signed,
the country finalizes administrative
requirements, such as procurement
and disbursement agreements.
When the compact enters into force,
MCC obligates funds and compact
implementation begins. MCC'’s
statute limits compact
implementation to 5 years.

Armenia was 1 of 16 countries that
MCC selected as eligible in its first
eligibility round. As of June 30,
2010, 75 percent of the compact’s 5-
year period had elapsed.

MILLENNIUM CHALLENGE CORPORATION

Armenia Compact Fact Sheet

Caspian Sea

Black Sea

Source: Map Resources (map).

Key Events for Armenia Compact

September 29, 2006: September 28, 2011:
Compact enters into force, Compact implementation
implementation begins ends; MCC funding expires

Ve 27 2006 June 30, 2010:
arc s ¥ Current
o May 6, 2004: Compact signed
Selected as
eligible for
asistance
l 25 percent

" 2004 " 2005 " 2006 ' 2007 ' 2008 ' 2009 ' 2010 ' 2011 ' 2012 ' 2013 ' 2014 '

|\ A -’
"

Compact
development

Compact
implementation

D Compact development
I Compact implementation time elapsed
I:l Compact implementation time remaining

Source: GAO analysis of Millennium Challenge Corporation data.
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Armenia

MCC Candidate Criteria

Fach fiscal year, MCC uses per
capita gross national income
(GNI) data to identify two pools of
candidate countries—low-income
and lower-middle-income—based
on World Bank lending thresholds.
Also, a candidate country must
not be statutorily barred from
recetving U.S. assistance. By law,
MCC can use up to 25 percent of
compact assistance each year for
new compacts with lower-middle-
income countries.

Armenia was classified as a low-
income country from 2004 through
2007. In 2008, Armenia’s rising GNI
per capita lifted it to lower-middle-
income status.

MCC Eligibility Criteria

MCC’s board uses quantitative
indicators to assess a candidate’s
policy performance. To meet MCC'’s
criteria, a country must pass the
control of corruption indicator and
at least half of the indictors in each
of three categories. To pass an
indicator, a country must score
above the median in its income
group. However, the board may
select a country as eligible even if it
does not meet the criteria. Once
MCC has signed a compact with a
country, MCC continues to work
with it—even if it fails the
criteria—as long as its actions are
not inconsistent with the criteria. If
a country’s policy performance
declines, the board can suspend or
terminate the compact.

Armenia met MCC'’s eligibility
criteria each year from 2004
through 2007 as a low-income
country. In 2008, it rose to lower-
middle-income status and each year
since then has failed to meet the
criteria for that group.

07/14/2010

MCC Selection Criteria

Armenia GNI Per Capita

Nominal GNI per capita (in U.S. dollars)

4,000 MCC cutoff for
MCC’s program for /L lower-middle-income
3,500 lower-middle-income $3,850 candidates
3,000 countries began in 2006
$2,640
2,500
$1,930
2,000 $1,470 e - MCC cutoff for
1,500 low-income
’ $1,120 candidates
1,000 $950
$570
500
0
2004 2005 2006 2007 2008 2009 2010

MCC eligibility year

Source: GAO analysis of World Bank World Development Indicators and MCC income cutoffs.

Armenia’s Performance on MCC Eligibility Indicators

MCC eligibility year | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010

MCC income group Lower- | Lower- | Lower-
Low Low Low Low middle | middle | middle

|Indicator
category

x
x
x

Political Rights
Civil Liberties

Voice and Accountability

Government Effectiveness

Ruling Justly

Rule of Law

Control of Corruption

Girls’ Primary Education Completion?

Primary Education Expenditures
Health Expenditures

N X X NSNS sSS
S X X SISSS SIS %

N X X NSNS N X X
NS XSS NISIS N X X

Immunization Rates

N X X N X X XN X X
N X X NN X XIS X X
N X X NN X XN X X

Investing in People

Natural Resource Management (2008-2010)
Country Credit Rating (2004-2005)

Days to Start a Business (2004-2007)

Cost of Starting a Business (2006-2007)
Business Start-up (2008-2010)

Inflation

N

'\

N

Fiscal Policy

Trade Policy

Economic Freedom

Regulatory Quality
Land Rights and Access (2008-2010)

Passed | Passed Failed Failed Failed
Eligible | Eligible | Eligible | NA® NA®

Passed
Eligible

Indicator performance results | Passed

MCC eligibility determination | Eligible

Passed (scored above the median) n Failed (scored at the median or below) |:| NA for that year
Source: GAO analysis of Millennium Challenge Corporation data.
“In 2004, the indicator was “Primary Education Completion.”

"In 2009, MCC stopped making an eligibility determination for countries with existing compacts.
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Armenia

Compact Characteristics

MCC and the partner country
determine the compact structure
before the compact is signed.
However, the structure of some
compacts has been altered during
implementation.

At signature, Armenia’s compact
focused on reducing rural poverty by
increasing the agricultural sector’s
economic performance. At that time,
more than 1 million Armenians (35
percent of the population) were
dependent on semisubsistence
agriculture. In June 2009, MCC put a
hold on funding for the Rural Road
Rehabilitation Project because of
concerns about the status of
democratic governance in Armenia.
MCC will not resume funding for any
future road construction under the
compact. MCC also rescoped the
Irrigated Agriculture Project.

Expected Results

This graphic presents MCC’s
expectations of selected compact
results at compact signature and
at the end of fiscal year 2009.

The Armenia compact is one of five
compacts for which GAO has
independently verified the reliability
of MCC’s result projections. In June
2008, GAO reported that MCC made
analytic errors in its original
projections of the Armenia compact’s
impact. Correcting these errors
reduces MCC’s expected impact on
income in rural areas and on poverty
(GAO-08-730).

MCC has modified the Armenia
compact but only partially
recalculated the expected results.

07/14/2010

Compact Summary

Structure of Armenia Compact, as of December 2009

Constraints to Development

Poor transportation infrastructure and an underdeveloped agricultural economy
constrain rural development.

Planned Projects

| Rural Road 1 Irrigated
. Rehabilitation | Agriculture
I * Rehabilitate up to 943 km : * Rehabilitate up to 31
of rural roads, 45 percent | (previously 99) irrigation
I of the proposed lifeline infrastructure projects to
road network. | increase the area of
| irrigated land.
| | * Provide technical and rural
credit assistance to build
| | water management
capacity and support
| | transition to higher-value
crops.
| HOLD ON FUNDING |
MCC Expected Results?

¢ Reduced rural transport * Total area of land under
costs by an estimated irrigation production
$20 million annually, increased by
beginning 5 years after approximately 40
project completion. percent.

* Will benefit rural * Average net incomes of
Armenians living in 265 over 60,000 farmers
communities connected increased by
to the rehabilitated approximately 25
roads. percent.

VL v

Increased incomes for approximately 428,000 Armenians.®

Source: GAO analysis of Millennium Challenge Corporation data.

“MCC expected results are reported as of compact signature, except the number of beneficiaries with
increased incomes. The hold on funding for the Rural Road Rehabilitation Project may affect results.
"In fiscal year 2009, MCC recalculated the number of expected beneficiaries using a standardized
methodology. At compact signature, MCC reported the compact would benefit approximately 750,000
people.
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Armenia

Compact Project Funding

MCC and the country may
reallocate funds among projects
during implementation. In some
cases, MCC has also changed the
overall compact obligation.

At signature (March 2006), MCC
obligated $235.6 million for the
Armenia compact. As of December
2009, the overall obligation amount
had not changed, however, nearly
$7 million had been reallocated
from Program Administration and
Monitoring and Evaluation funds to
the Irrigated Agriculture Project. In
addition, because MCC put a hold
on funding for the Rural Road
Rehabilitation Project,
approximately $59.0 million of
compact funds will not be
disbursed or reallocated.

Compact Disbursements

At compact signature, MCC
develops a disbursement plan for
the compact. MCC disburses funds
as the country begins
implementing projects. According
to MCC, any funds not disbursed
within 120 days after the compact
ends would return to MCC for
reprogrammiang.

As of December 2009, MCC had
disbursed $54.0 million
(approximately 23 percent) of
compact funds, compared with the
$153.4 million (approximately 65
percent) that it had planned to
disburse as of that date.

Although it is not shown in the
graphic, in addition to the above
disbursements, $80.8 million has
been committed under the compact
for pending expenses as of
December 2009.

07/14/2010

Compact Funding

Armenia Compact Project Allocations

Dollars in millions Dollars in millions

Program
Administration
and Monitoring

Program
Administration and
Monitoring and

and Evaluation Evaluation
($22.9) A ($15.9)
\
\
28% Rural Road 28% o Rural Road
Rehabilitation I Rehabilitation
($67.1) / ($67.1)
/
Irrigated Irrigated
Agriculture Agriculture
($145.7) ($152.6)
Total: $235.6 million Total: $235.7 million
Total allocated at compact I:l Total allocated as = Hold on remaining
signature of December 2009 === funding

Source: GAO analysis of Millennium Challenge Corporation data.

Note: The difference in total compact funds allocated at compact signature and as of December 2009
is due to rounding.

Armenia Compact Planned and Actual Disbursements

I 1$235.6
Total for compact | $235.7
$153.4
$54.0
r————————————————l
$67.1
| Rural Road $67.1 . .
Rehabilitation $43.7 Hold on remaining funding |
$7.9
- - - F - - - - - - - - - - - -1
]$145.7
Irrigated Agriculture $152.6
$99.4
$35.4
- . $22.9
Program Administration $15.9
and Monitoring $10 4'
and Evaluation )
$9.7
0 40 80 120 160 200 240

Dollars in millions

D Total allocated as of compact signature - Planned disbursements through December 2009

l:l Total allocated as of December 2009 - Actual disbursements through December 2009

Source: GAO analysis of Millennium Challenge Corporation data.

Notes: We base planned disbursements on MCC’s projections for the fiscal quarter ending December
2009. We assume that funds are disbursed evenly throughout each year. Actual disbursements by
project may not add up to total disbursements because some disbursements are pending allocation to
projects and are reflected in the total but not in the projects.
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Country Characteristics

Located in coastal West Africa,
Benin has a population of
approximately 8.7 million. It is a
low-income country. Its economy is
based on services, which constitute
52 percent of its gross domestic
product; industry and agriculture
constitute another 15 and 33
percent, respectively. The economy
has experienced some positive
growth in the last few years, with
the real economic growth rate
averaging 4.2 percent from 2007
through 2009. However, the global
economic slowdown has negatively
affected Benin’s growth. The
current government, which entered
office in 2006, has emphasized
efforts to fight corruption and
accelerate Benin’s economic
growth.

Compact Timeline

During compact development,
MCC and an eligible country
negotiate project proposals and the
compact’s terms. After the compact
18 signed, the country finalizes
administrative requirements, such
as procurement and disbursement
agreements. When the compact
enters into force, MCC obligates
Sunds and compact
implementation begins. MCC’s
statute limits compact
implementation to 5 years.

Benin was 1 of 16 countries that
MCC selected as eligible in its first
eligibility round. As of June 30,
2010, 75 percent of the compact’s
5-year period had elapsed.

MILLENNIUM CHALLENGE CORPORATION

Benin Compact Fact Sheet

Map of Benin

Atlantic Ocean

Source: Map Resources (map).

Key Events for Benin Compact

October 6, 2006:
Compact enters into force,
implementation begins

October 5, 2011:
Compact implementation
ends; MCC funding expires

February 22, 2006:
Compact signed June 30, 2010:

¢ May 6, 2004: Current

Selected as
eligible for
asistance

25 percent

l

2004 2005 = 2006 2007 = 2008 2009 2010 2011 = 2012 = 2013 = 2014
[\ ) - s

N~ NV
Compact

implementation

Compact
development

|:| Compact development
I Compact implementation time elapsed

I:I Compact implementation time remaining

Source: GAO analysis of Millennium Challenge Corporation data.
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Benin

MCC Candidate Criteria

Fach fiscal year, MCC uses per
capita gross national income (GNI)
data to 1dentify two pools of
candidate countries—low-income
and lower-middle-itncome—based
on World Bank lending thresholds.
Also, a candidate country must not
be statutorily barred from receiving
U.S. assistance. By law, MCC can
use up to 25 percent of compact
assistance each year for new
compacts with lower-middle-income
countries.

Benin has been classified as a low-
income country every year since
MCC began operations in 2004.

MCC Eligibility Criteria

MCC’s board uses quantitative
indicators to assess a candidate’s
policy performance. To meet
MCC’s criteria, a country must
pass the control of corruption
indicator and at least half of the
wndictors in each of three
categories. To pass an indicator, a
country must score above the
median in its income group.
However, the Board may select a
country as eligible even if it does
not meet the criteria. Once MCC
has signed a compact with a
country, MCC continues to work
with it—even if it fails the
criteria—as long as its actions are
not inconsistent with the criteria.
If a country’s policy performance
declines, the Board can suspend or
terminate the compact.

Benin met MCC’s eligibility criteria in
2004 through 2006. In 2007 through
2009, it did not meet the criteria
because it either failed the corruption
indicator or more than three
Investing in People indicators. Benin
met all criteria in 2010.
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MCC Selection Criteria

Benin GNI Per Capita

Nominal GNI per capita (in U.S. dollars)

4,000 J— MCC cutoff for
MCC'’s program for lower-middle-income
3,500 lower-middle-income candidates
countries began in 2006
3,000
2,500
2,000 MCC cutoff for
1,500 Iow-ipcome
candidates
1,000
S $690
$530 510 $540 $570
500 _ $380 ,ﬂl S
o L1
2004 2005 2006 2007 2008 2009 2010

MCC eligibility year

Source: GAO analysis of World Bank World Development Indicators and MCC income cutoffs.

Benin’s Performance on MCC Eligibility Indicators

MCC eligibility year | 2004 2005 2006 2007 2008 2009 2010

MCC income group Low Low Low Low Low Low Low

Indicator
category

Political Rights
Civil Liberties

Voice and Accountability

Government Effectiveness

Ruling Justly

Rule of Law

Control of Corruption

Girls’ Primary Education Completion?

Primary Education Expenditures

X N XSNISS SIS S
X N X NSNS NS S

Health Expenditures

NS X XSSSNSSNS
N X SN XX SSNISS S

Immunization Rates

X ISISIS X XSS SIS S
X X SN X XNSNNSSNSAS

N XSS XSSSSS S

Investing in People

Natural Resource Management (2008-2010)

Country Credit Rating (2004-2005)
Days to Start a Business (2004-2007)
Cost of Starting a Business (2006-2007)
Business Start-up (2008-2010)

Inflation

Fiscal Policy

Trade Policy
Regulatory Quality

Land Rights and Access (2008-2010)

Economic Freedom

Passed | Passed | Failed Failed | Failed

Passed
Eligible NA® NA®

Indicator performance results | Passed

MCC eligibility determination | Eligible | Eligible

Eligible | Eligible

Passed (scored above the median) n Failed (scored at the median or below) |:| NA for that year

Source: GAO analysis of Millennium Challenge Corporation data.

“In 2004, the indicator was “Primary Education Completion.”
"In 2009, MCC stopped making an eligibility determination for countries with existing compacts.
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Benin

Compact Summary

Compact Characteristics Structure of Benin Compact, as of December 2009

MCC and the partner country
determine the compact structure
before the compact is signed.
However, the structure of some
compacts has been altered during
implementation.

At signature, Benin’s compact
aimed to improve core physical and
institutional infrastructure and
increase private sector activity and
investment. At that time, one-third
of Benin residents lived in poverty;
1 percent of Benin households held
a formal title to land, with a
majority of the rural population
relying on oral customary land
rights; and only a small fraction of
the population owned a bank
account.

Expected Results

This graphic presents MCC’s
expectations of selected compact
results at compact signature and
at the end of fiscal year 2009.

GAO has not independently verified
the reliability of MCC'’s results
projections for this compact.
Previous GAO work has identified
several problems with the
methodology used to determine
compact results. (See GAO-08-730

Constraints to Development

Poor physical and institutional infrastructure constrains investment and private sector activity.

Planned Projects

v v v v
Access to Access to Access to Access to
Land Financial Services Justice Markets

* Support government
reforms to establish
land policy.

* Provide citizens with
more secure and
useful records of their
land rights.

* Upgrade and
decentralize title
registration services in
24 communes.

* Help design, equip,
and staff new local
land registry.

* Support land reform
steering and working
groups.

» Conduct business
demand and
feasibility
assessments and
establish a financial
innovation and
challenge facility that
provides technical
assistance to financial
institutions and
businesses.

* Support legal and
policy changes to
expand financial
sector.

* Support expansion
of dispute resolution
center in Chamber
of Commerce.

* Invest in existing
and new business
registration centers
to improve the
business registration
process.

¢ Improve court
services through
training for judges
and court personnel,
a legal information
center, new
courthouses, and a
public awareness
campaign.

¢ Improve the Port of
Cotonou’s
infrastructure to
increase efficiency
and the volume of
goods flowing
through the port and
to reduce vehicle
operating costs.

MCC Expected Results?

v

v

v

Secure tenure and
affordable access to
land information for
approximately
115,000
households, a 50
percent decrease in
land dispute cases,
and up to 20
percent increase in
investments.

¢ Increased access to
more financial
services for poor
individuals,
particularly women.

* Improved capacity
of courts to resolve
commercial cases.

¢ Improved quality of
transportation and
fish processing
facilities for
importers,
exporters and
consumers.

!

!

!

and GAO-07-909.)

Increased incomes for approximately 13.4 million Beninese.?

Source: GAO analysis of Millennium Challenge Corporation data.

*MCC expected results are reported as of compact signature, except the number of beneficiaries with
increased incomes. "In fiscal year 2009, MCC recalculated the number of expected beneficiaries using
a standardized methodology. At compact signature, MCC reported the compact would benefit
approximately 5 million people.
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Benin

Compact Project Funding

MCC and the country may
reallocate funds among projects
during implementation. In some
cases, MCC has also changed the
overall compact obligation.

At signature (February 2006), MCC
obligated $307.3 million for the
Benin compact. As of December
2009, the overall obligation amount
and project allocations had not
changed.

Compact Disbursements

At compact signature, MCC
develops a disbursement plan for
the compact. MCC disburses funds
as the country begins
implementing projects. According
to MCC, any funds not disbursed
within 120 days after the compact
ends would return to MCC for
reprogrammiang.

As of December 2009, MCC had
disbursed $66.3 million
(approximately 22 percent) of
compact funds, compared with the
$215.1 million (70 percent) that it
had planned to disburse as of that
date.

Although it is not shown in the
graphic, in addition to the above
disbursements, $139.3 million has
been committed under the compact
for pending expenses as of
December 2009.
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Compact Funding

Benin Compact Project Allocations

Dollars in millions Dollars in millions

Access to Access to
Financial Services Financial Services
($19.7) ($19.7)
o Access to Justice Access to Justice
9 /9 ($34.3) /9 ($34.3)
o Access to Land o Access to Land

55% ($36.0) 55% ($36.0)

Program Program

Administration and
Monitoring and

Administration and
Monitoring and

Evaluation Evaluation

($47.9) ($47.9)

Access to Markets Access to Markets
($169.4) ($169.4)

Total: $307.3 million Total: $307.3 million

I:l Total allocated at compact signature I:l Total allocated as of December 2009

Source: GAO analysis of Millennium Challenge Corporation data.

Benin Compact Planned and Actual Disbursements

I ]$307.3
$307.3
$215.1

Total for compact

$19.7
Access to Financial $19.7
Services $15.1
$3.3
$34.3
Access to Justice $34.3
$22.4
$1.9
$36.0
Access to Land $36.0
$25.3
$12.6

Access to Markets $169.4
T $120.6
Program Administration $gg
and Monitoring $31$8 )
and Evaluation $20.8

0 40 80 120 160 200 240 280 320
Dollars in millions

$66.3

D Total allocated as of compact signature - Planned disbursements through December 2009

l:l Total allocated as of December 2009 - Actual disbursements through December 2009

Source: GAO analysis of Millennium Challenge Corporation data.

Notes: We base planned disbursements on MCC'’s projections for the fiscal quarter ending December
2009. We assume that funds are disbursed evenly throughout each year. Actual disbursements by
project may not add up to total disbursements because some disbursements are pending allocation to
projects and are reflected in the total but not in the projects.
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Country Characteristics

Located in West Africa, Burkina
Faso is a land-locked country with
a population of approximately 15.2
million. It is a low-income country.
Its economy is based on services
and industry, which respectively
constitute about 50 and 30 percent
of its gross domestic product
(GDP). Agriculture constitutes 30
percent of GDP but employs 90
percent of the labor force. Burkina
Faso has undertaken several broad
macroeconomic reforms since the
mid-1990s, including market-
oriented reforms, decentralization
of power, adoption of a new labor
code, and business climate
improvements. However, Burkina
Faso continues to face severe
constraints to growth and poverty
reduction. Burkina Faso’s GDP
grew by about 5.2 percent in 2009.

Compact Timeline

During compact development,
MCC and an eligible country
negotiate project proposals and the
compact’s terms. After the compact
1S signed, the country finalizes
administrative requirements, such
as procurement and disbursement
agreements. When the compact
enters into force, MCC obligates
Sunds and compact
implementation begins. MCC’s
statute limits compact
implementation to 5 years.

Burkina Faso was first selected as
eligible in fiscal year 2006, MCC'’s
third eligibility round for low-
income countries. As of June 30,
2010, 18 percent of the compact’s 5-
year period had elapsed.

07/14/2010

MILLENNIUM CHALLENGE CORPORATION

Burkina Faso Compact Fact Sheet

Map of Burkina Faso

[#]

BURKINA FASO

*Ouagadougou

Source: Map Resources (map).

Key Events for Burkina Faso Compact

July 31, 2009: July 30, 2014: @
Compact enters into force, Compact
implementation begins implementation
ends; MCC funding
July 14, 2008: expires
Compact signed
June 30, 2010:
@ November 8, 2005: Current
Selected as eligible for
asistance
18
l percent 82 percent
"2004 " 2005 " 2006 " 2007 ' 2008 ' 2009 ' 2010 ' 2011 ' 2012 ' 2013 ' 2014 '
N L s
VT N
Compact Compact
development implementation
|:| Compact development
I Compact implementation time elapsed
|:| Compact implementation time remaining
Source: GAO analysis of Millennium Challenge Corporation data.
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Burkina Faso

MCC Candidate Criteria

Fach fiscal year, MCC uses per
capita gross national income
(GNI) data to identify two pools of
candidate countries—low-income
and lower-middle-income—based
on World Bank lending thresholds.
Also, a candidate country must
not be statutorily barred from
receiving U.S. assistance. By law,
MCC can use up to 25 percent of
compact assistance each year for
new compacts with lower-middle-
income countries.

Burkina Faso was selected as
eligible in fiscal year 2006 and has
been classified as a low-income
country ever since.

MCC Eligibility Criteria

MCC’s board uses quantitative
wndicators to assess a candidate’s
policy performance. To meet
MCC’s criteria, a country must
pass the control of corruption
wndicator and at least half of the
indictors in each of three
categories. To pass an indicator, a
country must score above the
median in its income group.
However, the board may select a
country as eligible even if it does
not meet the criteria. Once MCC
has signed a compact with a
country, MCC continues to work
with it—even if it fails the
criteria—as long as its actions are
not inconsistent with the criteria.
If a country’s policy performance
declines, the board can suspend or
terminate the compact.

Burkina Faso became eligible in
2006 and met MCC'’s eligibility
criteria each year from 2006
through 2009. It did not meet the
criteria in 2010 because it failed
three of the five Investing in People
indicators.

07/14/2010

MCC Selection Criteria

Burkina Faso GNI Per Capita

Nominal GNI per capita (in U.S. dollars)

4,000

’ MCC cutoff fi

MCC's program for —_— | Iower-cr;Jingec-’i;come
3,500 lower-middle-income candidates
countries began in 2006

3,000
2,500
2,000 MCC cutoff for
1.500 low-income

’ candidates
1,000

500 ¢ohg $300 $360 $400 $460 $430 $480

N O N [ ] [
2004 2005 2006 2007 2008 2009 2010

MCC eligibility year

Source: GAO analysis of World Bank World Development Indicators and MCC income cutoffs.

Burkina Faso’s Performance on MCC Eligibility Indicators

MCC eligibility year | 2004 2005 2006 2007 2008 2009 2010

Indicator
category

MCC income group Low Low Low Low Low Low Low

Political Rights
Civil Liberties

Voice and Accountability

Government Effectiveness

Ruling Justly

Rule of Law

Control of Corruption

Girls’ Primary Education Completion?

Primary Education Expenditures

NSSN XSSSISS S
SN SE_J SN NN NE

Health Expenditures

X NS XSS N X x
SIS X SISS SN %

Immunization Rates

X NSNS XSS S S %
X NS S XSS SN %
X X NN XISSSN NN %

Investing in People

Natural Resource Management (2008-2010)

Country Credit Rating (2004-2005)
Days to Start a Business (2004-2007)
Cost of Starting a Business (2006-2007)
Business Start-up (2008-2010)

Inflation

Fiscal Policy

Trade Policy
Regulatory Quality

Land Rights and Access (2008-2010)

Economic Freedom

Passed | Failed

Passed

Indicator performance results | Failed | Passed | Passed | Passed

Not
Eligible Eligible
Passed (scored above the median) n Failed (scored at the median or below)
Source: GAO analysis of Millennium Challenge Corporation data.

PR, - Not
MCC eligibility determination Eligible Eligible Eligible NA® NA®

|:| NA for that year

“In 2004,the indicator was “Primary Education Completion.”
"In 2009, MCC stopped making an eligibility determination for countries with existing compacts.
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Burkina Faso

Compact Characteristics

MCC and the partner country
determine the compact structure
before the compact is signed.
However, the structure of some
compacts has been altered during
implementation.

Burkina Faso’s compact targets
rural areas, which, according to
MCC, are home to 95 percent of the
country’s poor. Many of the
compact projects are focused in
Boucle de Mouhoun, the third
poorest of Burkina Faso’s 13
regions. In addition, a small number
of projects focus on the Comoé
region. At compact signature,
Burkina Faso was one of the
poorest countries in the world.

Expected Results

This graphic presents MCC’s
expectations of selected compact
results at compact signature and
at the end of fiscal year 20009.

GAO has not independently verified
the reliability of MCC’s results
projections for this compact.
Previous GAO work has identified
several problems with the
methodology used to determine
compact results. (See GAO-08-730
and GAO-07-909.)
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Compact Summary

Constraints to Development

Structure of Burkina Faso Compact, as of December 2009

Weak rural property rights, low agricultural productivity, and

poor roads constrain economic growth.

Planned Projects

v

Rural Land
Governance

Agricultural
Development

Roads

BRIGHT 2
Schools

* Provide technical
advice regarding rural
land legislation.

* Improve institutional
capacity to deliver
rural land service.

* Support land use
management planning
in up to 47 municipali-
ties, and clarify rights
in up to eight
agricultural projects,
one irrigation project,
and 14,500 land
parcels in the
Ganzourgou province.

¢ Ensure adequate
water availability,
water delivery, flood
control, and dam
safety to support
investments through
water management
activities and
development of
irrigation projects

Diversify agriculture
through technical
assistance,
rehabilitation of district
markets, and
improved veterinary
services.

Increase access to
rural finance through
medium- and
long-term credit in four
western regions.

* Improve three primary
road segments
projected to total 271
km in western Burkina
Faso.

¢ Improve rural road
segments projected to
total 151 km in
southwestern Burkina
Faso.

¢ Provide technical
assistance regarding
road maintenance.

* Provide incentive for
road maintenance by
matching government
funding.

* Construct or
rehabilitate up to 50
potable water sources.

» Construct school
facilities in 132
communities.

* Construct 122
kindergartens and
provide daily meals for
enrolled children,

* Provide monthly
rations for girls
demonstrating good
attendance.

¢ Develop campaigns to
support education.

e Support adult literacy
in 132 communities.

MCC Expected Results?

v

* Up to 415,200
households will
have access to
local land
registration and
titling services.

* Improved
agricultural and
livestock
production
conditions, water
management, and
access to credit for
up to 150,000
individuals.

¢ Improved access to
markets and health
and education
facilities and
improved ability to
trade with
neighboring
countries.

¢ Improve
educational for up
to 19,800 children,
including 9,900
girls.

!

!

Increase incomes for approximately 1.2 million Burkinabe.”

Source: GAO analysis of Millennium Challenge Corporation data.

*MCC expected results are reported as of compact signature, except the number of beneficiaries with

increased incomes.

"In fiscal year 2009, MCC recalculated the number of expected beneficiaries using a standardized
methodology. MCC did not publish a beneficiary estimate for Burkina Faso at compact signature.

Millennium Challenge Corporation
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Burkina Faso

Compact Project Funding

MCC and the country may
reallocate funds among projects
during implementation. In some
cases, MCC has also changed the
overall compact obligation.

At signature (July 2008), MCC
obligated $480.9 million for the
Burkina Faso compact. As of
December 2009, the overall
obligation amount and project
allocations had not changed.

Compact Disbursements

At compact signature, MCC
develops a disbursement plan for
the compact. MCC disburses funds
as the country begins
implementing projects. According
to MCC, any funds not disbursed
within 120 days after the compact
ends would return to MCC for
reprogrammaing.

As of December 2009, MCC had
disbursed $34.2 million
(approximately 7 percent) of
compact funds, compared with the
$34.2 million (approximately 7
percent) that it had planned to
disburse as of that date.

Although it is not shown in the
graphic, in addition to the above
disbursements, $48.6 million has
been committed under the compact
for pending expenses as of
December 2009.
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Compact Funding

Burkina Faso Project Allocations

Dollars in millions Dollars in millions

BRIGHT 2 Schools
($28.8)

Program
Administration and

BRIGHT 2 Schools
($28.8)

Program
Administration and

Monitoring and Monitoring and
Evaluation < Evaluation
($56.1) ($56.1)
40% @ Rural Land 40% @ Rural Land
Governance Governance
($59.9) ($59.9)
Agriculture Agriculture
Development Development
($141.9) ($141.9)
Roads Roads
($194.1) ($194.1)

Total: $480.9 million Total: $480.9 million

I:l Total allocated at compact signature I:l Total allocated as of December 2009

Source: GAO analysis of Millennium Challenge Corporation data.

Burkina Faso Planned and Actual Disbursements

| 1$480.9
|$480.9

Total for compact

2

2

$28.8

BRIGHT 2 Schools $28.8
10.9

$26.8

Rural Land Governance $59.9

$141.9
Agricultural $141.9
Development $ 10.3

941
Roads ] $194.1

Program Administration %gg}
and Monitoring $6.6 :
and Evaluation $6:8

0 100 200 300 400 500

Dollars in millions

C] Total allocated as of compact signature - Planned disbursements through December 2009

l:l Total allocated as of December 2009 - Actual disbursements through December 2009

Source: GAO analysis of Millennium Challenge Corporation data.

Notes: We base planned disbursements on MCC's projections for the fiscal quarter ending December
2009. We assume that funds are disbursed evenly throughout each year. Actual disbursements by
project may not add up to total disbursements because some disbursements are pending allocation to
projects and are reflected in the total but not in the projects.
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Country Characteristics

Located off the coast of West
Africa, Cape Verde is a group of 10
islands with a population of about
500,000. It is a lower-middle-income
country. Its economy is heavily
based on services, which constitute
74 percent of its gross domestic
product (GDP); industry and
agriculture constitute 17 and 9
percent of GDP, respectively. Its
economy suffers from a poor
natural resource base and relies
heavily on foreign assistance and
remittances. Cape Verde is
considered one of Africa’s most
stable democracies and, despite its
economic challenges, has
experienced economic growth, a
reduction of poverty, and increases
in access to education and health
care. Cape Verde is the first country
eligible for a second MCC compact.

Compact Timeline

During compact development,
MCC and an eligible country
negotiate project proposals and the
compact’s terms. After the compact
18 signed, the country finalizes
administrative requirements, such
as procurement and disbursement
agreements. When the compact
enters into force, MCC obligates
Sunds and compact
implementation begins. MCC’s
statute limits compact
implementation to 5 years.

Cape Verde was 1 of 16 countries that
MCC selected as eligible in its first
eligibility round. It was the third
country to begin implementing a
compact. As of June 30, 2010, 94
percent of the compact’s 5-year
period had elapsed.

MILLENNIUM CHALLENGE CORPORATION

Cape Verde Compact Fact Sheet

Map of Cape Verde

A -
Jp- 4 i

CAPE VERDE -.)

%')

Praia

0,!)

Atlantic
Ocean

Source: Map Resources (map).

Key Events for Cape Verde Compact

October 17, 2005: October 16, 2010:
Compact enters into force, Compact implementation
implementation begins ends; MCC funding expires

July 4, 2005:

Compact signed
® May 6, 2004:
Selected as
eligible for
asistance

June 30, 2010:
Current

94 percent 6 percent

M 2004 T 2005 ' 2006 ' 2007 ' 2008 ' 2009 ' 2010 ' 2011 ' 2012 ' 2013 ' 2014 '
N
——
Compact Compact

development implementation

C] Compact development
I Compact implementation time elapsed
I:l Compact implementation time remaining

Source: GAO analysis of Millennium Challenge Corporation data.
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Cape Verde MCC Selection Criteria

MCC Candidate Criteria Cape Verde GNI Per Capita

Fach fiscal year, MCC uses per Nominal GNI per capita (in U.S. dollars)
capita gross national income 4,000 e f MCC cutoff for
) ) 's program for T
(GNI)' data to zdeptzfy two .pOOlS of 3,500 ower middleincome ﬂ Ié);l:/]zridrzggle income
candidate countries—low-income countries began in 2006 $3,130
and lower-middle-income—based 3,000
on World Bank lending thresholds. 2,500 $2,430
Also, candidate country must not $2,130
. 2,000 $1770 _$1.870
be statutorily barred from . . L - = MCC cutoff for
.. US ist Bul 1500 $1,340 $1,490 = low-income
receiving U.S. assistance. By law, ; —_— candidates
MCC can use up to 25 percent of 1,000
compact assistance each year for 500
new compacts with lower-middle-
income countries. 0
2004 2005 2006 2007 2008 2009 2010
Cape Verde was a low-income MCC eligibility year

country in 2004. It was not a

candidate in 2005 because its GNI

. “Cape Verde was not a candidate for assistance in 2005 because it surpassed the cut-off for low-
rose above the low-income cut-off. income candidates.
Since 2006, Cape Verde has been a

lower-middle-income country.

MCC Eligibility Criteria Cape Verde’s Performance on MCC Eligibility Indicators

Source: GAO analysis of World Bank World Development Indicators and MCC income cutoffs.

MCC’s board uses quantitative g2 MCC eligibility year | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010
N, . , S
md‘zcators to assess a candidate’s 58 MGG Income group Lower- | Lower- | Lower- | Lower- | Lower- | Lower-
pollcypeﬂ'oma/nce TO meet MCC’S 0 Low middle | middle middle middle | middle middle
criteria, a country must pass the .. | Political Rights v v v v v v
control of corruption indicator and T | Civil Liberties v v v v 4 v
at least half of the indictors in each Ea Voice and Accountability 4 4 4 4 4 4
Of three categom'es, To pass an = Government Effectiveness V4 g- v v v v v
. . o
indicator, a country must score Rule of Law 4 S 4 4 4 4 4
above the median in its income Control of Corruption v/ < v/ v/ v/ v/ v/
group. However, the board may 2 |Girls' Primary Education Completion® v % v X X X X
o s op e o
select a country as eligible even if it & | Primary Education Expenditures 4 = v 4 4 v v
. . C
does not meet the criteria. Once < [ Health Expenditures 4 s 4 4 X 4 v
MCC has signed a compact with a % Immunization Rates 4 © X X X X v/
country, MCC continues to work 2 | Natural Resource Management (2008-2010) - 2 X X X
. . opo. . —_— %)
with it—even if it fails the Country Credit Rating (2004-2005) v g
cmte.ma—as‘ long (LS s Cwmqns fu"e £ Days to Start a Business (2004-2007) X 3
not inconsistent with the criteria. If S [Cost of Starting a Business (2006-2007) s
, .
a country’s policy performance 8 [ Business Startup (2008-2010) °
declines, the board can suspend or o [Inflation S
terminate the compact. E [Fiscal Policy
c
N g | Trade Policy
R O
Ca}pe Ygrd;: met MCC’s e.hglblhty W [ Requiatory Qualiy
criteria Hil ggg ag - low-lniome Land Rights and Access (2008-2010)
cquntrx. n 5’ 1t rose to lower- Indicator performance results | Passed Failed Failed Failed | Failed | Passed
middle-income status and was not a MCC eligibility determination Not Not . )
3 2 o g igi igible | Eligibl igi igi NA NA
candidate. In 2006, it failed the Eligible | Eligible igible | Eligible | Eligible
indicators for its group and did not Passed (scored above the median) n Failed (scored at the median or below) |:| NA for that year

Source: GAO analysis of Millennium Challenge Corporation data.

“In 2004, the indicator was “Primary Education Completion.”
"In 2009, MCC stopped making an eligibility determination for countries with existing compacts.

meet the criteria again until 2010.
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Cape Verde

Compact Characteristics

MCC and the partner country
determine the compact structure
before the compact is signed.
However, the structure of some
compacts has been altered during
implementation.

At signature, Cape Verde’s compact
focused on water and infrastructure
projects on four islands. Compact
funds support the upgrade and
expansion of the Port of Praia,
which is Cape Verde’s busiest port
and handles half of the country’s
cargo. At signature, 10 percent of
Cape Verde’s land was arable, and
agricultural productivity was low;
approximately 85 percent of food
was imported (70 percent in the
form of food aid). In May 2008,
MCC restructured the Cape Verde
compact in response to project
rescoping, increased input costs,
and currency fluctuations.

Expected Results

This graphic presents MCC’s
expectations of selected compact
results at compact signature and
at the end of fiscal year 2009.

GAO has not independently verified
the reliability of MCC'’s results
projections for this compact.
Previous GAO work has identified
several problems with the
methodology used to determine
compact results. (See GAO-08-730
and GAO-07-909.)
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Compact Summary

Structure of Cape Verde Compact, as of December 2009

Constraints to Development

Water scarcity, lack of adequate infrastructure, weak institutional support for the private sector,
and an insufficiently trained workforce constrain economic growth.

Planned Projects

v A4 v
Watershed Management and Private Sector
Agriculture Support Infrastructure Development

* Develop water management

infrastructure, including walls,
terrace, dikes, and reservoirs.

Promote drip irrigation
technology and increase
productive capacity and
marketing of agricultural
products among farmers and
small agribusinesses.

Provide access to credit for

drip irrigation, working capital,

and agribusiness
investments; increase the
capacity of financial
institutions through technical
assistance.

* Upgrade and expand the
Port of Praia.

* Improve transportation
infrastructure on the
islands of Santiago and
Santo Antao, including
reconstruction of five
roads totaling 64 km and
construction of several
bridges.

e Collaborate with the
government and World
Bank to identify,
prioritize, design, and
implement interventions
to increase investment in
priority sectors of the
economy.

Provide technical
assistance to support the
development of
microfinance institutions
and government efforts
to expand access to the
primary market for
government securities.

MCC Expected Results®

v

* Increased access to
water and agribusiness
development services
for 70,000 people.

* Reduced
transportation costs
for over 60,000 people
on Santiago and
Santa Antao islands,
including importers,
exporters, shippers
and consumers.

* Improved investment
climate and
increased
employment and
entrepreneurial
opportunities.

!

Increased incomes for approximately 385,000 Cape Verdeans.

b

Source: GAO analysis of Millennium Challenge Corporation data.

*MCC expected results are reported as of compact signature, except the number of beneficiaries with
increased incomes. "In fiscal year 2009, MCC recalculated the number of expected beneficiaries using
a standardized methodology. MCC did not publish a beneficiary estimate for Cape Verde at compact
signature.
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Cape Verde

Compact Project Funding

MCC and the country may
reallocate funds among projects
during implementation. In some
cases, MCC has also changed the
overall compact obligation.

At signature (July 2005), MCC
obligated $110.1 million for the
Cape Verde compact. As of
December 2009, the overall
obligation amount had not changed,
however over $4 million was
reallocated from the Private Sector
Development Project to the
Infrastructure Project.

Compact Disbursements

At compact signature, MCC
develops a disbursement plan for
the compact. MCC disburses funds
as the country begins
implementing projects. According
to MCC, any funds not disbursed
within 120 days after the compact
ends would return to MCC for
reprogrammiang.

As of December 2009, MCC had
disbursed $69.1 million
(approximately 63 percent) of
compact funds, compared with the
$92.6 million (approximately 84
percent) that it had planned to
disburse as of that date.

Although it is not shown in the
graphic, in addition to the above
disbursements, $31.7 million has
been committed under the compact
for pending expenses as of
December 2009.

07/14/2010

Compact Funding

Cape Verde Project Allocations

Dollars in millions Dollars in millions

2% Private Sector

Private Sector Development

Development ($2.1)
($7.2) 10% Watershed Mngt.
Watershed Mngt. y aSnd Agricultural
and Agricultural é‘ﬁ’oort
Support ( 0)

10.8
($108) 76% Program
Program Administration

and Monitoring
and Evaluation

Administration
and Monitoring

and Evaluation ($13.8)
($13.3)

Infrastructure Infrastructure
($78.8) ($83.2)

Total: $110.1 million Total: $110.1 million

|:| Total allocated at compact signature I:I Total allocated as of December 2009

Source: GAO analysis of Millennium Challenge Corporation data.

Note: Project allocations in figures may not add up to 100 percent due to rounding.

Cape Verde Planned and Actual Disbursements

| ] $110.1

Total for compact $110.1
$92.6
$69.1

$7.2
Private Sector 2.1
Development J $1.8
$1.2

$10.8
Watershed and $11.0
Agricultural $9.3 '
Support $8 1
|$78.8
Infrastructure 00 $83.2
$49.1

Program Administration $$j1:?338
and Monitoring $11 6
and Evaluation ’
$9.2
0 20 40 60 80 100 120

Dollars in millions

D Total allocated as of compact signature - Planned disbursements through December 2009

l:l Total allocated as of December 2009 - Actual disbursements through December 2009

Source: GAO analysis of Millennium Challenge Corporation data.

Notes: We base planned disbursements on MCC'’s projections for the fiscal quarter ending December
2009. We assume that funds are disbursed evenly throughout each year. Actual disbursements by
project may not add up to total disbursements because some disbursements are pending allocation to
projects and are reflected in the total but not in the projects.
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Country Characteristics

Located in Central America, El
Salvador has a population of about
6.1 million. It is a lower-middle-
income country. Its economy is
largely based on services, which
constitute an estimated 61 percent of
its gross domestic product (GDP)
and employ about 58 percent of the
labor force. Industry and agriculture
constitute 28 and 11 percent of GDP,
respectively. A 12-year civil war that
ended in 1992 left nearly two-thirds
of the country’s population in
poverty. During the war, public
investment was deferred and
deterioration of the natural resource
base accelerated. Despite a strong
record of economic reform, El
Salvador’s economic growth has
been modest in recent years and
contracted by 2.6 percent in 2009.

Compact Timeline

During compact development, MCC
and an eligible country negotiate
project proposals and the compact’s
terms. After the compact is signed,
the country finalizes administrative
requirements, such as procurement
and disbursement agreements.
When the compact enters into force,
MCC obligates funds and compact
implementation begins. MCC'’s
statute limits compact
implementation to 5 years.

El Salvador was one of two lower-
middle-income countries selected in
the fiscal year 2006 eligibility round,
the first year of MCC’s program for
lower-middle-income countries. El
Salvador was the first lower-middle-
income country to begin
implementing a compact. As of June
30, 2010, 56 percent of the compact’s
5-year period had elapsed.

MILLENNIUM CHALLENGE CORPORATION

El Salvador Compact Fact Sheet

Map of El Salvador

EL SALVADOR

San Salvador

Pacific Ocean

Source: Map Resources (map).

Key Events for El Salvador Compact

Compact enters into force,

September 20, 2007:
[ implementation begins

November 29, 2006:
Compact signed

@ November 8,
2005:
Selected as
eligible for
asistance

Current

June 30, 2010:

56 percent

44 percent

Compact
implementation ends;
MCC funding expires

® September 19, 2012:

2004 © 2005 2006 2007 = 2008 ~ 2009 2010 2011 2012
G J s
n'g o~
Compact Compact
development implementation

|:| Compact development
I Compact implementation time elapsed

I:l Compact implementation time remaining

Source: GAO analysis of Millennium Challenge Corporation data.
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El Salvador

MCC Candidate Criteria

Fach fiscal year, MCC uses per
capita gross national income (GNI)
data to identify two pools of
candidate countries—low-income
and lower-middle-itncome—based
on World Bank lending thresholds.
Also, a candidate country must not
be statutorily barred from receiving
U.S. assistance. By law, MCC can
use up to 25 percent of compact
assistance each year for new
compacts with lower-middle-income
countries.

El Salvador became a candidate for
MCC assistance in 2006, the first
year that MCC considered lower-
middle-income countries.

MCC Eligibility Criteria

MCC’s board uses quantitative
wndicators to assess a candidate’s
policy performance. To meet
MCC’s criteria, a country must
pass the control of corruption
wndicator and at least half of the
indictors in each of three
categories. To pass an indicator, a
country must score above the
median in its income group.
However, the board may select a
country as eligible even if it does
not meet the criteria. Once MCC
has signed a compact with a
country, MCC continues to work
with it—even if it fails the
criteria—as long as its actions are
not inconsistent with the criteria.
