OVERVIEW OF THE MILLENNIUM CHALLENGE CORPORATION
STRUCTURE AND OPERATION
Introduction
The guiding principle of the Millennium Challenge Corporation (MCC) is the reduction of poverty through economic growth.  This principle guides the development and implementation of every compact negotiated and entered into by eligible entities and the MCC.
Structure of the MCC – Eligible Entity Relationship
Each eligible entity establishes a “Millennium Challenge Account” (MCA) that is normally chartered as a state, non-commercial entity operated by the eligible entity.  The MCC – MCA compact is in essence a proxy for a government-to-government relationship between the United States and the eligible entity.  

Prevalence of the MCC Model
To date there are 41 sovereign countries engaged with the MCC at some point on the continuum represented by the 4 status levels as follows. 

“Threshold” - country is eligible for threshold program assistance from MCC


“Eligible” - country is eligible for compact program assistance but must complete a 
compact program proposal to be reviewed by MCC’s board of directors


“Compact” - country has a signed compact with the MCC

“Suspended”- country was once eligible for an MCC aid program but its performance on 
MCC’s 16 performance indicators has dramatically changed rendering that country 
ineligible for any assistance from the MCC.
The Compacting Process

There are 4 phases of the Compacting Process as follows:
Phase One: Country will identify a point of contact to manage its MCA’s development plan and liaise with MCC.  Proposal development and Compact approval are expedited it the county dedicates personnel and financial and administrative resources to the MCA plan.  Develop a “constraints analysis” to identify conditions that impede growth and sustain poverty and identify which programs might best remedy these conditions. Initiate consultation sessions with domestic NGOs, the private sector, and civil society to further discuss these conditions and ways to remedy them.

Milestone: Country prepares and submits to the MCC a Compact Proposal describing a 
“program of activities for MCA funding”. It is at this stage that counties may request 
financial assistance from the MCC.

Phase Two:  MCC will establish a Transaction Team (TT) of field staff and technical experts to provide feedback to the country on MCC requirements, standards, and objectives. The TT will also work with the country to refine the Proposal.  Thereafter the TT requests the MCC to initiate a full-blown Due Diligence analysis of the Proposal and how it came to be developed. The TT will conduct a technical, economic, and environmental feasibility on each component of the Proposal as well as its likely economic impact and economic rate of return. This phase also includes notification of the U.S. Congress by MCC that it intends to enter into negotiations with the country for a Compact.  


Milestone: Phase Two culminates when the country and the MCC reach 


agreement on a Compact, the MCC board approves it, and the Compact is signed. 
Phase Three:  Phase Three relates to bringing a Compact “into force”. The country is obliged to formally establish an Accountable Entity to carry out the Compact’s provisions and bring financial control and oversight, and conclude detailed project planning.  Procurement activities are managed by the AE during this phase.  The legal teams of the MCC and the country finalize any remaining legal documentation issues at this stage.


Milestone: at the end of phase three the Compact has entered into force.

Phase Four: During this phase, the AE is responsible for overseeing implementation, tracking progress in implementing the Compact’s provisions toward poverty-reducing outcomes, and making regular reports to MCC about funding and activities. 


Milestone: This is the implementation phase of the Compact.
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