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Philippines’ Compact 
Eligibility 
  

FY 2008 – 11 March 2008  

FY 2009 – 12 December 2008 

FY 2010 – 09 December 2009 
 
  

Maintaining Compact 
Eligibility 
 

Selection for eligibility initiates 

a five-year partnership. Once a 

country is selected as eligible, 

MCC expects it to: 

 

 Continue its reform 

process; and 

 Seek to maintain and 

improve its overall policy 

performance on the 

indicators. 

 

Compact eligible countries that 

have not yet signed a Compact 

are reselected each fiscal year 

during the time it takes to 

develop their Compact.  

 

The Philippines’ Compact 

development process 

commenced in April 2008 and 

concluded in January 2010. 

 

ISSUE FOCUS: THE PHILIPPINES’ MILLENNIUM CHALLENGE 

     ACCOUNT (MCA) COMPACT ELIGIBILITY AND STATUS  

 The Philippines was unanimously rese-
lected Compact eligible for FY 2010 by the 
Millennium Challenge Corporation’s (MCC) 
Board of Directors, chaired by U.S. Depart-
ment of State Secretary Hillary Clinton, on 09 
December 2009. 
  “The Philippine 
Government reiterates 
its continuing com-
mitment to good pol-
icy performance, with 
the highest level of 
political commitment. 
We reaffirm our 
strong commitment to 
the MCC process 
which complements 
our pro-poor and pro-
growth programs and 
policy reforms,” 
President Gloria 
Macapagal Arroyo 
said upon hearing the 
good news. 
 This is the third time that the Philippines 
was endorsed as Compact eligible, allowing 
the country to qualify for a large scale-grant 
for FY 2010 under MCC’s Millennium Chal-
lenge Account (MCA) program. 
 In a press statement issued after the Board 
Meeting, MCC said that “in FY 2010, the Phil-
ippines and Indonesia graduated from the low 
income country (LIC) category to the lower 
middle income country (LMIC) category. 
Graduation to a higher income category, as 
well as other factors including higher medians 
and changes to the indicator system, can im-

pact a country’s indicator performance, while 
not necessarily reflecting a change in policy 
performance.” 
 MCC added that “in making its decision to 
reselect the Philippines and Indonesia, the 

Board took into considera-
tion each country’s current 
indicator performance as 
an LMIC, as well as the 
information that the Phil-
ippines and Indonesia 
would have met the crite-
ria as a low income coun-
try.” 
 Secretary of State and 
MCC Board Chair Hillary 
Clinton, in a visit to Manila 
last 12 November 2009, said 
that “the Philippines should 
not be penalized for its own 
success”, referring to the 
Philippines’ income reclas-
sification from a low-
income country (LIC) to a 

lower-middle income country (LMIC) category, 
which affects MCC funding for RP’s Compact 
proposal under the Millennium Challenge Ac-
count (MCA) Act of 2003. 
 The country’s Compact proposal for 2010-
2014 focuses on three (3) high-impact projects - 
Secondary National Roads Development 
(SNRD) project; Kapit-Bisig Laban sa Kahira-
pan (“Linking Arms Against Poverty”)-
Comprehensive and Integrated Delivery of So-
cial Services (KALAHI-CIDSS); and Inte-
grated Revenue Information System (IRIS). 
 The Philippines’ plan of action 

Legislative Remedy on Income Reclassification Means Full MCC Compact Funding  
for the Philippines in FY 2010 

Philippines Unanimously Reselected MCC Compact Eligible for FY 2010  

 President Barack Obama 
signed the Omnibus Appro-
priations Act for FY 2010 on 
17 December 2009 which 
included a legislative rem-
edy to remove the lower-
middle income country 
(LMIC) cap for both the 
Philippines and Indonesia, 
both MCC Compact eligible 
countries for FY 2010. 
 The Millennium Chal-

lenge Act (MCA) of 2003 
stipulates that a 25% manda-
tory cap in total grant fund-
ing is observed for a country 
under a LMIC category.  
 Under Section 60 of the 
Act, “Maintaining Millen-
nium Challenge Corporation 
Candidate Status for Pur-
poses of Income Category,” 
the following provisions are 
included: 

 “Provided further, That a 
Millennium Challenge Corpo-
ration candidate country se-
lected as an eligible country in 
Fiscal Year 2009 in accordance 
with Section 607(c) of the Mil-
lennium Challenge Act of 2003 
that is transitioning out of one 
of the income categories iden-
tified in subsections (a) and (b) 
shall retain its candidacy 
status at the lower income 
category for pur-

Philippine Foreign Affairs Secretary Dr. Alberto G. Romulo 

(r) and MCC CEO Daniel W. Yohannes during a meeting at 

MCC Headquarters in Washington, D.C., 17 December 2009 

...cont. on p.2 

 
Projects  

Preliminary 
Est. Number 
of Beneficiar-

ies 

KALAHI-CIDSS
(social services) 
  

 
7.0 million 

 

Integrated 
Revenue 
Information 
System (IRIS) 
  

 
 

125 million 
 

Secondary 
National Roads 
Development 

 
0.54 million 

 

...cont. on p.2 
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 The Philippines’ bid for 
Compact status is now on track 
with the MCC Board of Direc-
tors’ unanimous reselection of 
the Philippines as Compact 
eligible for FY 2010 last 09 De-
cember 2009.  
  Being Compact eligible 
means that the Philippines has 
an opportunity to qualify for a 
large-scale grant in 2010 under 
the MCC’s Millennium Chal-
lenge Account (MCA) program. 
This grant will greatly enhance 

the Philippine Government’s 
ability to carry out vital projects 
aimed at spurring economic 
growth and reducing poverty. 
  The Philippines’ reselection 
as Compact eligible is a neces-
sary step towards concluding a 
Compact Agreement. The sign-
ing of a Compact Agreement 
hinges primarily on the selec-
tion of a potential partner 
Country as Compact eligible 
each year, followed by the sub-
mission of a Compact proposal, 
based on MCC’s analysis of a 
country’s ‘key constraints’ to 
growth. 
  The rigorous Compact proc-
ess takes, on the average, about 
2-5 years to conclude.   
 As Compact eligible for 
2010, the Philippines can now 
continue with negotiations for a 
Compact Agreement, which 
include a pre-implementation 
phase of the Compact proposal, 
and development of a plan of 
action under the Policy Im-
provement Process (PIP) to 
address performance issues 

such as control of corruption 
(COC). 
  The continuing improve-
ments in the Philippines’ COC 
scores have been reported by 
independent and credible third 
party sources of information 
such as the World Bank Insti-
tute for the 2009 World Govern-
ance Indicators scorecards 
(since early 2009, WGI score-
cards are being managed by the 
WB-Development Research 
Group), the Hong Kong-based 
Political and Economic Risk 
Consultancy’s (PERC) 2009 
Asian Corruption Survey and 
the Global Integrity’s 2008 
Global Integrity Report. 
  We have hurdled a major 
step in the process. We are now 
ready to negotiate for a Com-
pact Agreement. 
 The bottom line is that the 
Compact with MCC would 
bring significant benefits to-
wards our country’s develop-
ment and in the lives of the Fili-
pino people.  

 

Office of the Ambassador 

Embassy of the Philippines 

1600 Massachusetts Ave NW 

Washington DC 20036 

Tel  202-467-9363 

Fax 202-467-9417 

phembassyusa@verizon.net 

www.philippineembassy-
usa.org 

Ambassador Willy C. Gaa 

FROM THE CORNER OF 
BATAAN AND MASSACHUSETTS   

from p.1é Legislative Remedy 

under MCC’s Policy Improvement Process 
(PIP), strategically addressing key policy per-
formance issues such as Control of Corruption 
(COC), is also being reviewed by the MCC.  
 The PIP will monitor progress in preventive 
measures against corruption such as improving 
transparency in budget delivery, institutionaliza-
tion of a balanced scorecard system on improved 
frontline public services in specific national 
agencies, and capacity-building for selected lo-
cal government units (LGUs) as “sparkplugs” for 
economic development. 
 On 16 October 2009, MCC Vice President for 
Compact Development Darius Teter signed a 
Memorandum of Understanding on 609 (g) under 
the Millennium Challenge Account (MCA) Act 
of 2003 with Philippine Ambassador to the 
United States Willy C. Gaa in Washington DC. 
 This pre-Compact assistance for the imple-
mentation preparation phase worth $5.57 million 
aims to help the Philippines complete the benefi-
ciary analysis, engineering designs, and environ-
mental and social impact assessments for the 
Compact proposal. 

 MCC CEO Daniel Yohannes said that the 

“MCC and its partners across the United State 
Government stand ready to support the Philip-
pine Government’s continued reform efforts.” 
 During his visit to Washington, D.C. on 17 
December 2009, Foreign Affairs Secretary Al-
berto G. Romulo met with Mr. Yohannes to 
formally convey the GRP’s profound apprecia-
tion for the unanimous decision of the MCC 
Board to reselect the Philippines as Compact 
eligible for FY 2010.  
 “We will continue to work hard and improve 
on the various aspects of the MCC program,” 
Secretary Romulo said during the meeting.   
 The MCC Board also reselected Indonesia, 
Jordan, Malawi and Zambia as Compact eligible 
countries for 2010.  
 Since its creation in 2004, MCC has made a 
great effort to make its collaborative work acces-
sible and open to the public, and to show the 
progress towards results and final impacts to the 
American people and its development partners.  
 MCC has approved over $7 billion in poverty 
reduction Compacts with 19 partner countries.  

poses of setting compact fund-
ing levels for the fiscal year of 
its transition and the two (2) 
subsequent fiscal years.” 
 The legislative remedy is 
a key factor to enable the 
Philippines to receive full 
Compact funding in FY 2010, 

upon approval of the MCC 
Board of Directors composed 
of the U.S. Department of 
State, the Treasury, USAID, 
USTR and three (3) members 
from the private sector.  
 In July 2009, the World 
Bank-International Develop-

ment Association (IDA) re-
classified the Philippines’ 
income category from low-
income country (LIC) to 
lower-middle income country 
(LMIC).  

 

ñMCC is at the forefront of the 
U.S. Governmentôs ósmart 
powerô approach to create 
economic growth.ò 

 
 
 

 

Foreign Affairs Secretary 

Alberto G. Romulo  

 

ñThe Philippines has been a 
strong MCC partner, both in the 

Threshold Program and in 
developing a Compact proposal.ò  

 

MCC CEO Daniel W. Yohannes  

ñI can think of no organization 
better suited to address the 
needs of the people of the 
Philippines than the MCC.ò 

 

Rep. Sheila Jackson Lee (D-18th TX) 

 

 
òThe Philippine Government 

reiterates its continuing 
commitment to good policy 

performance, with the 
highest level of political 

commitment. We reaffirm 
our strong commitment to 
the MCC process which 

complements our pro -poor 
and pro -growth  programs 

and policy reforms.ó  
 

 

 

President Gloria Macapagal Arroyo 


