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Foreword

The plight of the poorest around the world has been pushed
to the forefront of America’s international agenda for the

first time in many years. The debate triggered by the war on ter-
rorism and its extension to Iraq has focused attention on third-
world poverty—even though the links between poverty and
terrorism are far from clear—and the HIV/AIDS pandemic is
making the challenge of development even more formidable.

In March 2002, in the context of the UN Conference on Financ-
ing for Development, President Bush announced his intention to
request an increase of $5 billion a year over current foreign assis-
tance levels (ramped up over three years) through the creation of
a new bilateral development program, the Millennium Challenge
Account (MCA). To implement the program, the administration
subsequently recommended the creation of an independent
agency, the Millennium Challenge Corporation (MCC), to allo-
cate the new funding on the basis of objective selection criteria,
measuring a nation’s commitment to sound economic policy, social
investment, and good governance. Not surprisingly, this proposal
has sparked a broader debate about U.S. foreign assistance policy.

The proposed MCA represents the largest single-year increase
in U.S. bilateral development aid in decades. The increase in
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resources for foreign assistance is an important departure from a flagging
U.S. commitment to foreign aid, which has been welcomed by the devel-
opment community, other donors, and officials from poor countries around
the world. It presents a rare opportunity to not only create from scratch a
new blueprint for distributing and delivering aid effectively but also to
strengthen U.S. development policy more generally. The MCA offers a crit-
ical opportunity to deliberately shape the face that the United States pre-
sents to people in poor nations around the world. Recognizing this as a
rare and important opportunity, Brookings and the Center for Global
Development jointly assembled a multidisciplinary team of scholars to
study how best to fashion the MCA to make it an effective tool in its own
right and also for transforming U.S. development policy and reinforcing
international aid cooperation.

Not surprisingly, a number of unanswered questions remain as the MCA
moves from idea to blueprint to reality. First and foremost is the tension
between development and foreign policy objectives. The intent to create a
new blueprint for delivering foreign assistance and to depart from an aid
track record that is checkered with multiple, often conflicting objectives and
myriad actors and directives coincides with renewed interest in foreign
assistance as a foreign policy tool in the war on terrorism. Tensions between
those two objectives are already evident. The MCA resources are meant to
go to the poorest countries—a development objective. But the administra-
tion is also proposing that in its third year the MCA provide assistance to
somewhat richer countries, such as Colombia and Egypt, where America
has particularly important foreign policy objectives. The MCC, which has
been given a “pure” development mandate, is to be established indepen-
dently of the U.S. Agency for International Development (USAID), the
federal agency that has international development as its core mandate. The
administration proposes that the MCC board be chaired by the secretary
of the State Department, which has foreign policy as its primary objective,
and not include the head of USAID.

Tension between development and foreign policy objectives is not the
only outstanding question. How will the MCA coordinate its efforts with
those of other donors, and in particular with new mechanisms for donor
coordination established in recent years by the Bretton Woods institutions?
What countries will qualify for the MCA, and what criteria will be used to
evaluate them? What kinds of programs and policies will be supported?
How will the MCC, with its proposed small staff of 100 people, select coun-
tries and proposals and manage, monitor, and evaluate annual aid flows of
$5 billion? How will the MCC coordinate with the myriad of existing pro-
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grams for developing countries, and particularly with USAID? Will funds
and attention going to the MCA be at the expense of bilateral assistance to
weaker-performing poor countries? What role will Congress play? More
broadly, will the MCC continue operating according to strict development
criteria if both budgetary constraints and foreign policy objectives become
more pressing in the coming years?

This book—a joint project of the Brookings Institution and the Center
for Global Development (CGD)—addresses these questions from a vantage
point that bridges the oft-observed divide between policy and operational
considerations, between foreign policy and development economics, and
between Congress and executive branch. The project was directed by Lael
Brainard and authored by Brainard, Carol Graham, Nigel Purvis, and Gayle
E. Smith of Brookings, and Steven Radelet of CGD. This book is a com-
panion to Challenging Foreign Aid: A Policymaker’s Guide to the Millen-
nium Challenge Account, published by CGD and authored by Steven
Radelet, which provides an economic analysis of the MCA in the light of
lessons regarding the effectiveness of foreign aid in supporting economic
growth in poor countries.

The authors of this joint study propose a number of operating principles
for the MCC. These include strategies for guiding its coordination with
other donors, methods for improving the qualifying criteria for applicant
countries, and suggestions for the structure of its board and for the over-
sight role played by Congress. They also explore the broader questions that
the existence of a major new player poses for U.S. assistance policy. The
study is intended to inform the public and congressional debates, to provide
concrete recommendations for the architects of the MCC, and to engage
students and scholars of foreign assistance and global poverty. The authors
bring to bear on the topic a range of experience and expertise—from gov-
ernment, academia, the international financial institutions, and the devel-
oping world.

The book could not come at a better time, as the public, Congress, the
administration, and the wide community of development and foreign pol-
icy experts are beginning to engage in an important debate on the future
of foreign assistance. For this major new effort in U.S. foreign aid to go
forward successfully, the debate must address the tensions and identify the
complementarities between development and foreign policy objectives. The
authors hope that the book will further the debate in a constructive manner
and result in the development of concrete policies for more effective aid.

The authors benefited from the collaboration and expertise of many
colleagues throughout the course of the project. At Brookings, Ann Florini
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made an important contribution to the manuscript on the appropriate
balance between government and civil society, and James Lindsay, Thomas
Mann, Susan Rice, Ivo Daalder, and Jim Steinberg were generous with their
time and expertise and provided helpful feedback on early drafts. Robert
Cavey of the Carnegie Endowment for International Peace was a member of
the core group of project advisors and contributed importantly to consid-
eration of the appropriate role for the private sector. The authors are also
grateful to Janet Ballantyne, Marc Schneider, George Ingram, Jennifer
Windsor, Phyllis Forbes, Paul Oostburg, Mary Locke, Jim Greene, Tony
Blinken, Heather Flynn, Dani Kaufmann, Michael Clemens, Carol Lan-
caster, Tom Carothers, and many others who provided thoughtful sugges-
tions and reflections on what works and what does not in foreign aid. We
are grateful to Lant Pritchett, Anne C. Richard, Colin Bradford, and George
Ingram for providing thoughtful and constructive comments on the manu-
script, which we hope are done justice by the book. Andrew Eggers, Maggie
Kozak, Margaret MacLeod, and Shannon Leahy from Brookings and Sabeen
Hassanali and Prarthna Dayal from CGD provided excellent research and
administrative assistance. We also thank Sheila Herrling from CGD for
helpful input and guidance. The project could not have succeeded without
Allison Driscoll, who was the invaluable project coordinator and facilitator
throughout the entire process. The authors also wish to thank Holly Ham-
mond for excellent (and rapid) editing, Gary Harding for help with the
web version, and Janet Walker and Larry Converse of the Brookings Insti-
tution Press. The authors collectively remain responsible for the manuscript
and its content and any errors or omissions. Not all the authors necessarily
agree with all the recommendations.

This book was made possible by a generous grant from Richard C. Blum,
which enabled Brookings to establish the Global Poverty Reduction Initia-
tive. This book is the first major product resulting from this initiative. The
work of the Center for Global Development on the MCA has been made
possible by the ongoing support of Edward C. Scott Jr., chairman of the
board of the Center, and by a special contribution from George Soros. We
are delighted to have had the opportunity for our institutions to work
together to contribute to a common objective of the Brookings initiative
and the Center: the reduction of poverty in the developing world.

STROBE TALBOTT NANCY BIRDSALL

President, The Brookings Institution President, Center for Global
Development

Washington, D.C.
April 2003
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1
Introduction

We meet at a moment of new hope and age-old struggle, the battle against
world poverty. . . . We fight against poverty because hope is an answer to 
terror. We fight against poverty because opportunity is a fundamental 
right to human dignity. We fight against poverty because faith requires it
and conscience demands it. And we fight against poverty with a growing
conviction that major progress is within our reach.

—PRESIDENT GEORGE BUSH, United Nations Conference on Financing 

for Development, Monterrey, Mexico, March 22, 2002

In March 2002 President Bush announced his intention to
request an increase of $5 billion per year over current assis-

tance levels through the creation of a bilateral development
fund, the Millennium Challenge Account. To implement the pro-
gram, the administration subsequently recommended the cre-
ation of an independent agency, the Millennium Challenge
Corporation (MCC), to allocate the new funding on the basis
of objective selection criteria based on a nation’s commitment
to “governing justly, investing in people, and encouraging eco-
nomic freedom.”1
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The proposed Millennium Challenge Account (MCA) is nearly double
the size of existing U.S. bilateral assistance programs that are devoted specif-
ically to development (as opposed to humanitarian assistance, politically
directed aid, and other programs)—the largest increase in decades. It pre-
sents a rare opportunity to create from scratch a new blueprint for distrib-
uting and delivering aid effectively. For these reasons the MCA offers a
critical opportunity to deliberately shape the face that the United States pre-
sents to people in poor nations around the world. This book examines how
best to fashion the MCA to make it an effective tool, not only in its own
right but also in transforming U.S. development policy and reinforcing pos-
itive trends in international aid cooperation.

Although the MCA presents an enticing opportunity, the risk is at least as
great that the new fund will simply add to the confusion of overlapping
policies, agencies, aid programs, and eligibility criteria targeted at develop-
ing nations. This initiative will fall short of expectations unless it squarely
addresses the tension between foreign policy and development goals that
chronically afflicts U.S. foreign assistance. It will fall short unless there is a
clear-eyed vision of how the MCA can complement the operations and
country coverage of existing U.S. programs for developing nations, particu-
larly those implemented by the U.S. Agency for International Development
(USAID). The president’s decision to establish an independent agency was
interpreted as a vote of no confidence in the 10,000-strong USAID, which
will retain responsibility for providing foreign assistance to the vast major-
ity of the world’s poorest. And finally the MCA will fall short if it is inter-
preted as one more instance of the United States going it alone instead of
buttressing international cooperation in the fight against global poverty.
These are serious risks.

The Context: Global Poverty and the War against Terrorism

The risks are particularly acute because of the heightened sense of urgency
about both global poverty and global terrorism, demands that may pull in
different directions. The MCA is being crafted at a time when security has
returned to the forefront of the nation’s consciousness to a degree not seen
since the height of the cold war. Indeed President Bush cited terrorism as a
central rationale for the creation of the MCA: “We also work for prosperity
and opportunity because they help defeat terror. Yet persistent poverty and
oppression can lead to hopelessness and despair. And when governments
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fail to meet the most basic needs of their people, these failed states can
become havens for terror.”2 But the central tenet of the MCA is that it would
be committed to supporting the “best performers” in the developing world,
regardless of whether these countries are political allies or strategic partners
in the U.S. war against terrorism. With allocations based solely on economic
performance and governance, the MCA would be protected from political
interests and be the closest to a development purist’s blueprint for aid that
the United States has ever attempted. Indeed, security experts were puzzled
by the proposal to sharply increase pure development assistance at a
moment of greatly increased need for political funding to reward allies in
the antiterrorism coalition, to shore up “frontline” states, and to stabilize
failed states. In fact few such countries could meet the MCA’s economic per-
formance and governance tests.3

The broader international community is equally focused on the scourge
of global poverty. In recent years donors and recipients have increasingly
agreed on the policy environment and objectives conducive to poverty
reduction and growth and on making aid more effective, including by ensur-
ing greater coordination among donors in support of plans designed and
implemented from the bottom up. It is significant that President Bush
announced the MCA in anticipation of the UN Conference on Financing for
Development, a summit designed to secure substantial new funding aimed at
growth and poverty reduction, with a special focus on achieving the UN mil-
lennium development goals (MDGs). The MDGs are internationally agreed-
upon quantifiable targets for halving poverty and improving health,
education, and environmental outcomes by 2015.4

President Bush’s announcement of a $5 billion per year increase in
bilateral aid was warmly welcomed by development advocates and poor
nations. Together with other donor nations, the development commu-
nity has lobbied for years for an increase in U.S. foreign aid and increased
U.S. engagement in the fight against global poverty. Indeed President Bush
made an indirect reference to this in his remarks: “All of us here must
focus on real benefits to the poor, instead of debating arbitrary levels of
inputs from the rich.”5 It is notable that, since the Monterrey summit,
coordination with the efforts of other donors and with international
financial institutions has been absent from the discussion, and the admin-
istration’s draft legislation makes no reference to MDGs and scant men-
tion of multilateral aid cooperation.6 It would be a terrible irony if the
MCA were seen as one more instance of American unilateralism. But this
risk is real, since both the MCA and the president’s Emergency Plan for
AIDS Relief (proposed in the 2003 State of the Union address) bypass



4 

international efforts and existing aid agencies in favor of bilateral U.S.
programs with idiosyncratic eligibility criteria and newly invented insti-
tutional arrangements.

The Promise and the Pitfalls

At best the MCA could transform U.S. policy toward the poorest countries
over time—driving greater coherence among U.S. trade, aid, and invest-
ment policies and helping to rationalize existing programs. With clear cri-
teria and substantial sums of money with enticing terms, the MCA could
create incentives for governments to improve economic policies and gov-
ernance, while helping strong performers sustain growth and improve
investment climates. By establishing a record of success, the MCA could
earn both a measure of independence from political meddling by the exec-
utive branch and the trust of Congress, freeing it from the burdensome
restrictions and procurement requirements faced by other agencies. At best
a successful MCA would also have salutary ripple effects on other U.S. aid
programs, by strengthening public support, clarifying missions, and leading
to greater overall coherence. Such a best-case scenario could strengthen
USAID, helping it to more clearly focus on challenges that the MCA does
not address: humanitarian crises, transition in postconflict countries, and
social investments in weaker-performing states.

Unfortunately darker scenarios are at least as plausible, wherein the MCA
becomes one more pot of money among a morass of overlapping U.S. pro-
grams and conditions.7 At one extreme the MCA could become the pre-
ferred fund, not only for the best performers but also for politically salient
countries. This outcome could very well emerge if the increased calls on
aid for geopolitical reasons and the rapidly deteriorating budgetary envi-
ronment conspire to undermine the MCA’s purity. In this case the lines
between the MCA and other forms of assistance would blur, and Congress
would feel compelled to constrain the MCA as it currently constrains exist-
ing assistance programs.

In fact the administration’s November 2002 decision to expand the MCA
pool of eligible countries to include not just the poorest but also countries
with per capita incomes up to $2,975 moved in precisely this direction,
taking development advocates by surprise. With this change the eligibility
pool encompasses nations that are already among the largest beneficiaries of
politically directed U.S. assistance but that no longer qualify for conces-
sional lending from the World Bank, such as Russia, Jordan, Egypt, Colombia,



 5

and Peru.8 In fiscal 2002 these five nations received $1.32 billion in U.S. eco-
nomic assistance—one-fifth the total of nonemergency aid.

At the other extreme, by maintaining too high a degree of purity, the MCA
might remain beyond the reach of most poor nations. It would thus become
a marginal player in development assistance rather than the key player, rele-
vant only for the few stellar performers with substantial local capacity to
formulate and implement proposals, while USAID would remain the main
source of U.S. funding for the far more numerous, less capable countries.
Analysis presented in chapter 3 suggests that countries most likely to be ini-
tially eligible for the MCA include only 12 percent of the population of sub-
Saharan Africa, the poorest region of the world. Prompted by this concern,
critics have proposed greatly expanding the MCA’s country coverage.9

The combination of growing challenges and tighter resources raises the
stakes. Vast new foreign assistance needs are anticipated related to the war
on terrorism and in Iraq, including for coalition building and reconstruc-
tion, as well as the skyrocketing costs of combating the HIV/AIDS pan-
demic, which estimates put as high as $10 billion per year. Meanwhile the
budget outlook is grim and growing worse. The danger is not to the survival
of the MCA (although it is far from certain that it will ever receive the full
$5 billion a year the president pledged). The greater danger is that less
prominent and less popular development programs will be squeezed over
time from a combination of budget pressures and deterioration in the ben-
eficiary pool, as the best performers migrate to the MCA.

Achieving the Full Promise of the MCA

This book presents analysis and recommendations to help the MCA achieve
its full promise. It is informed throughout by analogies and lessons from U.S.
independent agencies, private foundations, and innovative international
efforts, such as the poverty-reduction strategy papers (PRSP) process and the
Global Fund to Fight AIDS, Tuberculosis, and Malaria (Global Fund). It
strongly endorses many of the guiding principles of the administration’s pro-
posal and suggests concrete ways for implementing them. The MCA design
should emphasize selecting countries in a transparent, objective manner on
the basis of their policy environments. It should allocate funds on the basis
of a competition for the best proposals, supporting country ownership of
development projects from design through implementation and evalua-
tion, and holding recipients accountable for concrete results.
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The discussion below provides concrete recommendations on how best
to elaborate these core elements of the MCA policy framework. The analy-
sis shows how modest adjustments to the selection criteria and their appli-
cation can result in important changes to the pool of countries competing
for MCA funds and how this process can continue to be improved over
time. It suggests how to strike a better balance on eligibility—not too nar-
row and not too broad—as well as between political discretion and objec-
tive indicators. It recommends that the MCA should have a narrow mission
to support growth, poverty reduction, and sustainable development in poor
nations with sound policy and good governance, by underwriting merito-
rious strategies designed and implemented by recipients. It advocates that
MCA grants focus on a few areas of core competence, selected because of
their demonstrated contribution to poverty reduction and growth and con-
sistency with MDGs, evidence that the market alone will not ensure the
socially optimal outcome, and a good track record for foreign aid. These
include some but not all of the areas highlighted by the administration, such
as primary education and basic health, and would add areas where the
administration is out of step with the international community and many
in Congress, such as the environment.

It explains in concrete terms how to implement a fundamental shift in
U.S. development aid—away from the top-down, donor-driven approach to
one that supports countries in designing, implementing, and evaluating
plans. It suggests how to structure the grant competition so as to strengthen
accountable, reformist governments while also ensuring space for civil soci-
ety. In examining the operations and structure of the MCA, the book weighs
the pros and cons of establishing a new agency from scratch, as opposed to
creating an independent corporation within USAID, and sketches out how
the latter alternative could be constructed. It also compares the proposed
governance structure of the MCA with other independent agencies and rec-
ommends an alternative approach that provides for greater congressional
and outside input and greater assurances of independence from political
interference. And it details the instruments of operational flexibility that are
most important to the MCA’s central mission.

The MCA will not be accorded such operational flexibility nor succeed in
breaking new ground on development aid unless Congress is a committed
partner, no matter how compelling the blueprint. The MCA will be able to
win trust and flexibility only if its program design contains adequate self-
executing safeguards and mechanisms to ensure congressional input and
oversight. Our analysis suggests a workable balance of concrete obligations
and authorities.
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Even if the MCA succeeds on its own terms, it may fail in making the
United States a better development partner, in the absence of greater effort
to ensure coherence among the many U.S. programs and agencies ori-
ented toward development and to work with and learn from international
efforts more broadly. The MCA cannot and should not go it alone in craft-
ing development aid. One of the best-known pitfalls of foreign aid is lack
of coordination among donors, which places substantial burdens on host
countries and often undermines the effectiveness of assistance efforts.
Recent years have witnessed an emerging, unprecedented, and important
consensus at the international level about what works in poverty reduction
and growth. This consensus has been made operational in a variety of new
processes, agreements, and institutions. American taxpayer dollars could
be greatly leveraged if they piggybacked on and learned from the efforts
of the PRSP process and the Global Fund to pioneer the country ownership
model that animates the MCA—underwriting development plans devel-
oped by recipient governments, with input from civil society as a central
element. Similarly the MCA could rely on the MDGs as broad organizing
principles, reflecting their central role in a host of mutually reinforcing
international and bilateral efforts.

Likewise even a lot of money and a great idea are not enough to make a
difference to U.S. foreign assistance, unless the MCA is designed to reflect
the lessons from past aid failures and to enhance and complement other
U.S. programs for developing countries. This is not the first time an
administration has created a new agency to address U.S. foreign assistance
goals. Since the inception of the Marshall Plan in 1948, successive admin-
istrations have attempted to overhaul U.S. foreign assistance programs,
with responsibility—and direction—volleying back and forth between
the Department of State and various independent agencies. What is dif-
ferent about the MCA is that it would create a new development agency
without either replacing or triggering the reorganization of already exist-
ing foreign assistance programs. This has the potential to lead to bureau-
cratic duplication and misalignment of staff responsibilities and performance
evaluation on the ground in countries that become eligible for the MCA,
almost all of which already have USAID missions.

The analysis calls for articulating a clear division of labor between USAID
and the MCC (whether as a new agency or as an affiliated entity) and giving
greater clarity to USAID’s remaining missions: to provide humanitarian
assistance, support growth, sustainable development, and good governance
in geopolitically important countries and in weaker-performing poor
nations, and helping establish stability in failing states and postconflict
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situations. For those countries that nearly miss qualifying for the MCA, it
is recommended that MCA funds be used under USAID’s supervision to
address those areas that are weak.

The MCA holds the promise of greatly increasing U.S. development
assistance and pioneering a fundamentally new approach. But success is by
no means guaranteed. A failed Millennium Challenge Corporation would
quickly become yet another example—and the most expensive one—of
wasted aid, and it could undermine political support for foreign assistance
for decades to come. The United States must get it right the first time.
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2
Global Aid Trends and 
Donor Coordination

President Bush announced the Millennium Challenge Account
as the U.S. contribution to the United Nations Conference

on Financing for Development in Monterrey, Mexico, in March
2002. The central purpose of the conference was to coordinate
and increase donor efforts to combat global poverty. Yet since that
summit—and including the November announcement of the
Millennium Challenge Corporation (MCC) as the institutional
home for the increased aid funds—coordination with other
donors and with international financial institutions and other
multilateral development banks has been surprisingly absent
from the discussion. This chapter focuses on the question of how
the operations of the MCC—as well as our foreign assistance
approach more broadly—could and should coordinate with and
learn from related international efforts in order to maximize the
likelihood of successful development outcomes.

One reason for the administration’s lack of emphasis on co-
ordination may be its clearly stated objective of distinguishing
the assistance programs supported by MCA funds from past aid
“failures”—failures that are in part associated with multilateral
development banks and international financial institutions (IFIs).
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These institutions have lost a surprising degree of confidence among the
U.S. polity in recent years. The 2000 Meltzer Commission’s report to Con-
gress, for example, recommended abolishing the International Monetary
Fund and the World Bank in their current forms. And, from its inception,
the incoming Bush administration publicly expressed its skepticism of IMF
bailouts, both reflecting and reinforcing the lack of confidence in interna-
tional financial institutions more generally (although in practice the admin-
istration subsequently supported several large IMF packages).1

While these may seem compelling reasons to go it alone, there are equally
if not more compelling reasons for the MCC, and U.S. foreign assistance
efforts more generally, to coordinate more and better with other donors,
while still pushing for international reforms. One of the best-known pitfalls
of foreign aid is lack of coordination among donors, both at the policy-
making level and at the operations level in recipient countries, which places
substantial burdens on host countries and often undermines the effective-
ness of assistance efforts.2 World Bank president James Wolfensohn has
called attention to the plethora of 63,000 aid projects in the developing
world, which often take different procurement, evaluation, environmental,
and social approaches. A United Nations study found 1,500 projects in
Burkina Faso alone and as many as 850 in Bolivia. According to the World
Bank, developing countries are contending with an average of thirty aid
agencies sending at least five missions a year to oversee projects across a
wide range of social sectors.3 As a result, reporting requirements are no
small task for developing nations. Multiple conditions by multiple donors
can generate competing and even contradictory policy objectives and can
overwhelm the administrative and economic absorptive capacity of small,
poor countries.4

In addition high levels of aid from multiple donors concentrated in a few
poor countries with good policies can raise resource flows to the point that
their relative size causes “Dutch disease” types of macroeconomic distortions.
For instance, aid inflows contributed to persistent inflation despite tight
credit policy in Ghana in the 1980s, while in recent years in Uganda they
have raised concerns about the increasing difficulty of macroeconomic
management.5 Better coordination does not completely eliminate these
problems—particularly when star performers such as these attract large
amounts of funds from a few donors—but it certainly can ameliorate them.

Four important facets of donor coordination relate specifically to the
operations of the MCC and are the focus of this chapter. First, recent years
have witnessed an emerging, unprecedented, and important consensus at
the international level about what works in poverty reduction and growth.
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This consensus has been made operational in a variety of new processes,
agreements, and institutions. To achieve success the MCC must at mini-
mum learn from these innovations and ideally in some cases incorporate
explicit linkages to them. Below we point to important lessons from the
international poverty-reduction strategy papers (PRSP) process, the highly
indebted poor country (HIPC) debt initiative, and the Global Fund to Fight
AIDS, Tuberculosis, and Malaria (Global Fund) as particularly informative
for key elements of the MCA design.

Second, the international community has agreed that priority should be
placed on a limited set of goals deemed to be the mutually reinforcing foun-
dations of poverty reduction and economic growth as well as on quantita-
tive targets for assessment. The IFIs have adapted policies to incorporate
this learning and to coordinate assistance efforts around the principles
established by MDGs. The MCC should consider consistency with the
MDGs in its grant making and include MDG targets in its assessments
where appropriate.

Third, a critical determinant of aid effectiveness is that resources from
multiple donors be directed in a consistent way to support priorities and
plans that are determined locally. The nascent PRSP process, now part of
all major World Bank and IMF loans to low-income countries, provides an
established mechanism for donor coordination and for input from recipi-
ent countries into the lending process, including from representatives of
civil society as well as from governments. The PRSP experience and process
(discussed in detail below) is important to the MCC, both because it pro-
vides a vehicle for donor coordination and because it provides key lessons
on involvement of civil society and from its experience with the country
ownership model that the MCC is adopting. Many MCA-eligible countries
already have PRSPs in place. The MCC should therefore take the PRSP as a
starting point for a country’s development strategy and encourage MCC
proposals to be consistent with the country’s PRSP. Like the PRSP process
itself, this will require working to establish the appropriate balance between
civil society participation and government direction.

Finally, an additional component of policy learning comes from donor
coordination efforts during disaster relief and reconstruction efforts.6 These
circumstances are distinct from most aid operations, in that urgency fos-
ters collaboration and allows the cumbersome regulations that usually con-
strain donor agencies to be waived. Precisely because the MCC is set up as
an independent corporation with a mandate to disburse funds rapidly and
effectively, disaster relief may provide important lessons for the MCC and in
particular demonstrate the potential benefits of donor coordination.
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The issue of coordinating the operations of the MCC with those of other
donors and multilateral efforts raises the broader issues of the inter-
national community’s management of a host of issues related to economic
integration and global public goods and what sort of leadership role the
United States should play. Emerging international consensus has pushed in
the direction of greater coherence at the international level, while in paral-
lel pushing ownership down to government and civil society in recipient
nations. The highly indebted poor country (HIPC) debt initiative, for
example, depended for its success on complete coherence among donors,
because the value of donors’ outstanding claims was interdependent and
because donors had to share the accounting cost of financing the debt for-
given by multilateral institutions. The PRSP framework likewise was nego-
tiated among donors, reflecting its purpose of directing the proceeds from
HIPC debt relief as well as new multilateral financing. Shortly after the
PRSP was launched, the international community took the unprecedented
step of agreeing to MDGs. The rising premium placed on coordination at
the international level is also evident in the launch of the Global Fund,
which pools contributions from official donors as well as the private sector
to fund projects defined locally.

Although the proposed MCC design reflects the emerging international
consensus in its emphasis on country ownership, its bilateral approach and
idiosyncratic eligibility criteria do not promote cooperation with inter-
national efforts. An important and relevant parallel here is the $15 billion
global HIV/AIDS initiative announced by President Bush in January 2003.
The administration’s initiative would contribute $200 million annually to
the Global Fund over five years—which is actually a reduction from the
$350 million Congress appropriated in fiscal 2003.7 For purposes of com-
parison, UN Secretary General Kofi Annan has requested contributions of
$8 billion to $10 billion per year to the Global Fund. This would imply a
U.S. contribution ranging between $1.5 billion (based on the U.S. share of
IMF and World Bank capital) and $3.7 billion per year (based on the U.S.
share of Organization for Economic Cooperation and Development donor
GDP).8 Both the MCA and the global AIDS initiative—the two flagship
initiatives announced by President Bush for poor nations—are deter-
minedly bilateral in orientation. The tension between multilateral and bilat-
eral approaches raises a number of more general questions for our foreign
assistance strategy going forward. While a full discussion of these ques-
tions is beyond the scope of this chapter, the challenges that they pose to
effective foreign assistance policy are directly relevant to the operations of
the MCC.
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Framing Objectives: Millennium Development Goals

In September 2000, at the United Nations Millennium Summit, world lead-
ers agreed to a set of time-bound and measurable goals and targets for com-
bating poverty, hunger, disease, illiteracy, environmental degradation, and
discrimination against women. A final goal calls for a global partnership to
better marshal the efforts of the international trade and intellectual prop-
erty rights regimes so that they work better for the poorest countries. The
Millennium Summit also outlined a wide range of commitments to human
rights, good governance, and democracy. Millennium development goals,
whose primary objective is to reduce poverty by half by the year 2015, were
an outgrowth of that summit. These goals have become a framing and co-
ordinating principle for foreign assistance efforts worldwide. While the
goals are ambitious and some are loosely defined, they capture the essence
of what is required to reduce global poverty and promote development.9

The specific goals and their definitions are as follows:

—Eradicate extreme poverty and hunger: Reduce by half, between 1990
and 2015, the proportion of people living on less than a dollar a day.

—Achieve universal primary education: Ensure that, by 2015, all boys
and girls complete a full course of primary schooling.

—Promote gender equality and empower women: Eliminate gender dis-
parity in primary and secondary education, preferably by 2005 and at all
levels by 2015.

—Reduce child mortality: Reduce by two-thirds, between 1990 and 2015,
the mortality rate among children under five years of age.

—Improve maternal health: Reduce by three-quarters, between 1990 and
2015, the maternal mortality ratio.

—Combat HIV/AIDS, malaria, and other diseases: Halt by 2015 and
begin to reverse the spread of HIV/AIDS and the incidence of malaria and
other diseases.

—Ensure environmental sustainability: Integrate the principles of sus-
tainable development into country policies and programs, reverse loss of
environmental resources, by 2015 reduce by half the proportion of people
without access to safe drinking water, achieve significant improvement by
2020 in the lives of at least 100 million slum dwellers.

—Develop a global partnership for development:10 Develop further an
open trading and financial system that is rule-based, predictable, and
nondiscriminatory; address the special debt and trade needs of the least
developed countries and landlocked and small island developing countries;


