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A B S T R A C T

In , Cabo Verde became the second African country to receive the new foreign
aid programme of the USA, the Millennium Challenge Account (MCA). It was
among the few recipients of a second grant. Foreign aid has always been a contro-
versial and hotly contested issue, and the MCA is no exception. This paper, based
partly on personal experience with the programme, provides a critical examination
of the nature, process and implementation of the MCA grants in Cabo Verde. The
country had campaigned aggressively for the grants. The MCA not only financed
important public investments, it was debt-free and without conditionalities.
However, even while it allowed more leeway over its use and implementation com-
pared with other aid programmes, it engendered its own challenges.
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I N T R O D U C T I O N

Few other topics have been as controversial and disheartening as the issue of
foreign aid in Africa. It is easy to conclude, upon a cursory scan of the literature,
that aid in post-colonial Africa has been ruinous. A dizzying number of studies
and headlines-grabbing accounts point to the many ways foreign aid has
resulted, not in socioeconomic development and democracy, but rather more
poverty, corruption, instability, dependency, external control, loss of sover-
eignty, Dutch disease, autocracy and repression. Indeed, despite decades of
foreign aid, most of the continent lags behind the rest of the world in socio-
economic and growth performance. The general impression is that the
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impact of aid has been meagre, if not altogether detrimental and, equally dis-
maying, donor practices have been injurious or driven by nefarious motives.
Positive cases of the role and impact of aid, or donor practices, seem to be
rare. This study provides an analytical narrative on one African country’s
mostly positive experience with one specific foreign aid programme.
This study examines the Millennium Challenge Account (MCA) aid pro-

gramme of the USA from the standpoint of one recipient’s experience, the
small West African country of Cabo Verde. It offers an inside view of the
nature, purpose and process of the MCA grant, and Cabo Verde’s efforts to
obtain it. It sheds light on some of the overlooked or misunderstood aspects of
the MCA, its implementation and implications. The study does not assess the
socioeconomic impact of the aid; its recent implementation will require a separate
empirical study. While Cabo Verde’s overall experience with the MCA pro-
gramme was positive – free of the corruption, conditionality, distortions and
suspect donor practices widespread in international aid – the programme
created its own set of challenges. The MCA is substantially different from most
development aid as well as common donor practices but, as discussed below, it
has its drawbacks and does not fully live up to its own standards, rules or objectives.
No suggestion is made here that the Cabo Verde case is representative or gen-

eralisable with regard to the MCA and foreign aid broadly. The general impres-
sion of aid in the African context may be true for specific countries or projects. It
is not the purpose of this study, however, to address these debates or to assess the
mixed findings in the literature (Bourguignon & Sundberg ; Asongu ;
Quibria ; Edwards ). The MCA itself has generated its share of criti-
cisms and confusion (Carbone ; Soederberg ; Mawdsley ;
Dennis ; Cardoso ; Owusu ). It has been criticised in the USA
on the left and right, including members of Congress. Reviews in the literature
have been largely negative, with a number of studies pointing to the pro-
gramme’s internal contradictions, misguided indicators, unilateralism and
duplication of international aid agencies, to arguments that the MCA is a
moment in US imperialism and the extension of US hegemony and neoliberal-
ism to serve US commercial interests (Carbone ; Soederberg ; Woods
; Mawdsley ). A number of criticisms of the MCA – such as its ideo-
logical baggage, preference for certain types of projects, duplication, limitations
of its indicators, contradictory objectives of combating poverty and terrorism –
are visible in Cabo Verde’s experience with it. Yet the programme, and individ-
ual or comparative country experiences with it, have received scant scholarly
attention. By , some  developing countries had received MCA develop-
ment financing. The majority of these recipients, , were in Africa. However,
despite more than a decade of African experiences with the MCA and the
general controversy of foreign aid in African development, very little has
been written about these African MCA cases.
In , Cabo Verde was the second African country after Madagascar, and

among the first five globally, to receive the new foreign aid programme
created in . Selected as eligible in early , it was among the few
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countries to be awarded a second MCA grant, signed in early . The 
MCA award, the largest single foreign aid given to Cabo Verde by the USA, sig-
nalled a deepening in US-Cabo Verdean relations. With both grants totalling
over $ million dollars, the USA became the largest provider of grant aid
to Cabo Verde, along with Luxembourg, during –. For the aid-
dependent micro state, all forms of aid are critically important to human devel-
opment and growth. Yet aid in the form of the MCA – which are debt-free grants
and do not attach conditionalities on policy or implementation – have add-
itional value-added, such as fewer macroeconomic and fiscal stresses as well as
more autonomy in determining national policy and development priorities.
As grants the country could choose how to spend, the MCA was as close to
free money as the tiny island country could find in the international system.
Soon after it successfully implemented its second MCA compact, in 

Cabo Verde celebrated its th anniversary as host of the first consulate the
USA opened in Sub-Saharan Africa. US–Cabo Verdean relations have been
intensifying in scope and depth over the last  years. The new dynamism in
trans-Atlantic bilateral affairs is notable, from the MCA, to expanding educa-
tional exchange programmes, national security and law enforcement cooper-
ation, to the recently signed but controversial Status of Forces Agreement
(SOFA). Up until , the USA was never a major aid donor to Cabo Verde.
Thus, the size of the MCA was in sharp contrast to relations that date back cen-
turies, with deep and intense transnational sociocultural ties, but otherwise
characterised by shallow economic and political ties. The MCA, thus, marked
a departure in bilateral relations that are historical, but thin politically and eco-
nomically compared with the island country’s relations with Europe, especially
the former colonial power Portugal. As with many post-colonial African coun-
tries, Cabo Verde’s political and commercial relations are anchored in
Europe, the source of nearly all of its trade, foreign investments, tourists and
foreign aid. As discussed elsewhere, bilateral relations between the US and
Cabo Verde are rooted in a deep transnational dimension of migration and cul-
tural contact dating to the American Revolution (Halter ; Amado ). It
is likely that Cabo Verdeans were the first free black Africans to migrate to the
USA, host to the largest and oldest Cabo Verdean diaspora in the world. While
outside the purview of this study, transnational flows in monetary and non-mon-
etary forms from the diaspora in the USA and elsewhere likely had far greater
impact on the country’s socioeconomic development (Resende-Santos ).
Finally, this transnational dimension to US–Cabo Verdean relations acts to
promote positive state-to-state relations, and was important to the country’s
MCA candidacy. During the first MCA, Cabo Verdean-American groups mobi-
lised and petitioned their members of Congress to support aid to the homeland.
This dynamism in bilateral relations has also been accompanied by contro-

versy as well as less glamorous aspects, such as the increasing numbers of depor-
tations. The two MCA grants generated debate. A number of critics have cited
the ideological agenda behind the MCA which, they argue, forced Cabo
Verde to adopt neoliberal economic policies. Others view it as a means by
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which the USA exercised influence over Cabo Verde’s foreign relations (Amado
). The SOFA agreement revived the suspicion by many that the MCA grants
were given with ulterior motives, namely the expansion of US political, eco-
nomic and military influence in Cabo Verde, including military basing rights.
Given this long history and current dynamism in bilateral relations, and

debates surrounding the MCA, it is timely and appropriate to examine Cabo
Verde’s experience with this aid programme. The study offers a critical examin-
ation of the nature, process and implementation of the MCA grants in Cabo
Verde, based in part on personal experience with the programme as a
member of the core team of nationals preparing the second compact on
behalf of the government. While this study is exclusively focused on the MCA
aid programme in Cabo Verde, it may illuminate broader debates among aca-
demics, policymakers and citizens regarding effectiveness, motivations, donor
practices and impact of foreign aid generally. The study’s contribution is to
offer an in-depth case analysis of recipient experiences with the MCA pro-
gramme. The paper is organised into three sections. The first section looks at
the nature, purpose and scope of the programme and the process of Cabo
Verde’s candidacy. It places the MCA in the broader context of its experience
with development aid generally. The second section delves into the process of
grant design, scope and implementation. The final section considers the
broader meaning and implication of the MCA grants in Cabo Verde’s national
development policy as well as for US–Cabo Verdean relations.

C A B O V E R D E A N D D E V E L O P M E N T A I D

The broader significance of the MCA must be understood in the context of a
small island state utterly dependent on international development assistance,
but also one historically proactive in pursuing aid from various sources. Cabo
Verde’s relatively good socioeconomic performance in the four decades after
independence in  was made possible, in large part, by foreign aid (AfDB
; UNCTAD ). Cabo Verde is among the African cases that do not fit
the widely held narrative of ineffectiveness of aid and its purported deleterious
impact. The MCA, thus, typified the country’s post-independence experience in
the world economy. Namely, the two MCA grants were important infusions of
financing it relied on to ensure the basic needs of its people, spur economic
growth and foster human development. As with many other aid programmes
since , the MCA grants were used –mostly effectively and with minimal
waste and corruption – to build and modernise key economic infrastructure,
address some structural obstacles to economic growth and reduce poverty.
Cabo Verde had its share of waste, fraud, inappropriate aid, incomplete or aban-
doned aid projects, concomitant harmful effects from tied aid, and today its
excessive external debt consists mainly of concessional loans. Poverty, especially
in rural areas, income inequality and structural unemployment remain critical
issues. Yet the country’s ability to mobilise – and effectively use – foreign aid
was one of the critical factors propelling it to become a development success
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story by the late s and its eventual removal from the list of Least Developed
Country (LDC) in .
Like all small island developing states, Cabo Verde’s development is exter-

nally driven. It is a micro state, lacking not just size but exploitable mineral
resources, a productive base, and even arable land for subsistence. It depends
on the outside for everything. Its people in  inherited a poverty-stricken
country, ravaged by centuries of Portuguese colonial rule and neglect.
Foreign aid and migrant remittances were the two biggest sources of
financing for the economy for most of the post-independence period (AfDB
). The country’s leaders quickly turned to mobilising foreign aid from
any and all sources. They were successful. An important first step in aid mobil-
isation was the leadership’s push to have Cabo Verde included in the LDC list in
, making it eligible for the special and differential development support
granted to poor countries. The country gained international recognition for
the efficient and corruption-free manner it used these resources. It leveraged
this credibility, together with an astute, pragmatic, non-aligned foreign policy,
to win support from both sides of the Cold War. It was also innovative in how
it used aid. For example, despite food insecurity, it recycled food aid by
selling it to the population at a nominal price, using the revenues to finance
public works and rural projects to alleviate poverty and mass unemployment.
Cabo Verde became an aid- and remittances-dependent economy from 

until the mid-s, when tourism revenues became dominant. The country
relied on what is referred to as a ‘MIRAB’ model of growth and development,
that is, migration, remittances, aid and bureaucracy (Bertram ). Given
insufficient domestic production, exports or private sector investments,
growth and job creation were spurred by remittances, aid and the large
public sector they financed. At their peak, official development aid (ODA)
and remittances combined accounted for –% of the economy (World
Bank ). These two sources of financing powered the growth and human
development performance culminating in LDC graduation (AfDB ).
During –, Cabo Verde had an average .% annual GDP growth
rate, higher than the .% average for the LDC group and Sub-Saharan
Africa (World Bank ). As a result it ranked among the top in Africa in
human development indicators, even though today, as a tourism-led
economy, it remains among the top  recipients of foreign aid per capita in
the world and the top in all of Africa. Both ODA and migrant remittances con-
tinue to play a significant role, each around % of GDP.
Most of Cabo Verde’s foreign aid – over % of the US$ million in total

ODA received in  – is from bilateral sources (OECD ). Portugal has
been its biggest source of foreign aid and it is Portugal’s top aid recipient. In
general, the European Union and its members have been the country’s
biggest donors. After LDC graduation, most development aid has come in the
form of concessional loans, rather than grants, and increasingly commercial
loans. In comparison, remittances for the year were nearly four times the
amount of grant aid, and roughly the same as total ODA.
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Types of foreign aid

Foreign aid is a broad, generic rubric that encompasses a wide range of specific
types of external support, and equally diverse in purpose. It includes a wide
variety of assistance and objectives: economic or development aid, military
aid, humanitarian and disaster relief, and technical assistance. Different types
of aid will have their own specific criteria, purposes or uses, let alone the
specific motivations of donors (Bourguignon & Sundberg ). This is a crit-
ical point because of the debates regarding the ills and virtues of foreign aid in
Africa and elsewhere. Not all foreign aid has socioeconomic development of the
recipient as the primary objective or donor criteria and not all foreign aid to
Africa has been for development. Notwithstanding the MCA’s different
approach, not all US foreign aid, to Africa or elsewhere, has been for develop-
ment or democracy promotion. Its top aid recipients are all based on geopolit-
ical objectives. The USA has provided financial and military aid to buttress some
of the world’s most repressive and corrupt governments in pursuit of its strategic
or commercial interests.
As a sub-category, development aid, such as the MCA, also comprises a broad

range of specific aid types: for example development financing, or what is for-
mally referred to as official development aid (ODA), technical assistance,
trade support and market access measures, cultural and educational supports,
scientific exchanges and cooperation. In general, the intended purpose of
development aid is to build up the recipient’s productive and institutional cap-
acity, spur growth, combat poverty and form human capital.
Importantly, there are different types of ODA, each with consequences for

the recipient country as well as relations with donors. The first, concessional
lending from bilateral and multilateral sources, has been, and still is, the
largest category of development financing for Cabo Verde. A major source
of its concessional financing, or soft loans, has been Portugal. These are low
or no-interest loans with generous repayment terms such as long grace
periods, extended repayment schedules and other lenient terms. For develop-
ing countries, low-cost concessional financing is a critical resource. However,
since they are loans that must be repaid, they are debt-producing and their ser-
vicing can have negative fiscal and macroeconomic consequences. Today,
especially after the  global crisis, rising external debt is a serious
problem for Cabo Verde. Roughly % of this external debt stock consists
of concessional loans, the rest commercial. Servicing that debt puts a great
deal of pressure on fiscal and social policy. The total external debt stock
in  was $. billion escudos, just a shade under the estimated GDP
of $. billion escudos (BCV ). Total public debt is % of GDP
(IMF ).
In contrast, aid in the form of grants does not have to be repaid, even if some

may come with other ‘strings attached’. The MCA is grant aid. For a small,
fragile and highly dependent economy like Cabo Verde, the significance of
grant aid like the MCA, especially in such large amounts, extends beyond
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their potential contribution to growth and poverty reduction. Grant aid does
not have a negative fiscal and macroeconomic impact.

Tied aid

Few aspects of aid have generated more controversy than so-called conditional,
or tied, aid. The MCA is not tied aid. As discussed below, it is based on selectivity
and ex ante eligibility criteria, rather than conditionality. Conditional aid,
whether in the form of grants or loans, is given and disbursed contingent on
specific promises recipients make regarding policy reforms, performance
targets, institutional changes and/or how the aid is to be used and implemen-
ted. While conditions vary greatly, tied-aid is common practice by multilateral
and bilateral donors, including the USA in its non-MCA aid. Conditional aid
became widespread in the wake of the s global debt crisis. Countries in
Africa and Latin America especially were subjected to intrusive and extensive
conditionalities included in structural adjustment programmes. Cabo Verde
largely escaped a formal structural adjustment agreement, but tied aid is
common in its experience.
Donors believe tied aid gives themmore leverage in shaping aid effectiveness,

but certain types of tied aid can have deleterious effects on recipients. Much
research has shown that conditional aid does not work (Ohler et al. ).
Tied aid is also controversial not just because of the excessive external
influence it brings, but because it distorts the development policies and prior-
ities of recipients. Tied aid restricts the recipient country’s autonomy, may
distort its development priorities, and can have damaging effects on its national
private sector. Empirical research is needed, but observational evidence sug-
gests that tied aid from Portugal – which often requires contracting
Portuguese firms or sourcing labour, materials and equipment from
Portugal – has had damaging effects on Cabo Verde’s private sector, especially
the construction sector. Aid from China has similar stipulations.
Soederberg () has argued that the MCA is merely a change in tactics, not

substance, since its ‘pre-emptive development’ approach is part of the same
coercive donor practice that imposes neoliberal globalisation by threatening
to withhold funds unless recipients adopt its prescriptions. As discussed
below, for good or ill, Cabo Verde had already adopted neoliberal economic
reforms over a decade prior. For recipients, it makes a substantive difference
if aid is not tied. Cabo Verde had latitude in determining how to use the
MCA. Indeed, the MCA’s rejection of conditionality was unexpected from a
US administration that categorised countries as ‘with us’ or ‘against us’, and
accompanied the programme with a major expansion of US aid to combat
AIDS. Nonetheless, the programme’s ostensible country ownership was not as
simple in practice, especially since recipients have to navigate a two-level
game of hard negotiations with the MCC and domestic actors over how to use
the grant.
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C A B O V E R D E , T H E U S A A N D T H E M C A

In , Cabo Verde and the USA signed the first MCA Compact, the formal
agreement governing the five-year US$. million grant aid. In ,
after successfully completing the first compact, it signed a second five-year
grant totalling US$. million.
As noted, the USA has never been Cabo Verde’s largest aid donor nor an

important trade partner. However, the USA was an early provider of foreign
aid to the newly independent country. The USA recognised Cabo Verde on
the day it declared its independence, providing US$. million in aid in 
(USAID ). By , US aid totalled over US$ million (USAID ).
Indirectly, through its voting power, the USA supported development
financing for Cabo Verde through the major financial institutions. This
aspect of US–Cabo Verdean relations – its early, consistently positive and sup-
portive character despite some initial doubts in Washington about the new
regime – deserves to be underscored given the context of the Cold War, US
policy toward other newly independent countries such as Angola, and Cabo
Verde’s own close relations with the Soviet Union, Cuba and China. With an
able leadership and a pragmatic, non-ideological approach to foreign affairs,
the country astutely cultivated and diversified relations to win support from
all sides.
US economic aid, mainly in much-needed food aid initially, was directed

entirely to the agricultural sector. Over the years, US aid came in the form
of financial resources, technical assistance, educational exchange pro-
grammes and food aid, averaging US$– million annually (Amado ).
In , US aid totalled US$. million, over % of it in food aid and
the rest for the Peace Corps (USAID ). In , US aid totalled US
$. million, with a similar distribution. By the mid-s, small amounts of
military aid were being provided, but almost exclusively involving training
and equipment. It is not until  when there is a noticeable surge in the
military-security component of US aid, reaching % of the total, and involv-
ing bilateral security cooperation in drug interdiction, intelligence gathering
and maritime security. As bilateral military-security cooperation expanded,
today roughly half of US aid to Cabo Verde is for these activities. This
trend in US aid to Cabo Verde supports claims regarding the militarisation
of US development aid to Africa and elsewhere. As noted, trade remains
non-existent, despite the large diaspora market and the free access to the
US market that Cabo Verde and other African countries enjoy under the
Africa Growth and Opportunity Act (AGOA). The USA accounts for less
than % of Cabo Verde’s exports.

The Millennium Challenge Aid programme

The Millennium Challenge foreign aid programme was created in  by
the George W. Bush Administration. The MCA was a radically different
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approach adopted by the USA to select recipients and administer its foreign
aid, previously all administered by the United States Aid Agency (USAID).
The MCA was an entirely separate, parallel aid programme, independent
of USAID. It was meant to supplement regular foreign aid provided by
the USA, although there was little connection or coordination (Nowels
). In Cabo Verde’s case, for instance, USAID had scaled back and even-
tually ceased its operation before the MCA. Despite the sizeable individual
grants provided under the MCA, the new programme’s roughly US$
billion annual budget was dwarfed by other US foreign economic and mili-
tary aid programmes.
From the standpoint of selection, implementation and donor practices, the

MCA is a substantive departure from common aid practices in the international
system, including traditional US practices. First, as noted, it was to be separately
and independently managed. The Millennium Challenge Corporation (MCC)
was created by Congress to administer the programme. Second, it aimed for
fewer recipients but larger, more ‘impactful’ aid. It emphasised large-scale infu-
sion of project-based aid to target growth and poverty reduction in a select few
countries over a five-year time period. Rather than many, independently
managed, small-scale annual aid projects, the idea was that the bigger size
and longer time periods would be more impactful. This approach was premised
on a widely shared idea – supported by some academic research – that increas-
ing and sustaining aid beyond a certain threshold was necessary to boost
growth (Sachs ). As such, the MCC prefers to invest a substantial amount
of resources on one or two major projects.
The third feature that sets the MCA apart is the adoption of a rigorous,

transparent, quantifiable approach to both recipient selection and project
evaluation. Recipient selection is discussed below. After a country is selected
as eligible, it must then submit feasible projects that quantitatively demon-
strate the intended social and economic impact. Thus, mere eligibility
does not guarantee aid; nor does mere submission of any proposal result
in financing. Grant proposals must still pass rigorous empirical evaluations.
MCA grants involve data-driven econometric analyses and economic rates
of return (ERR) estimates, and continual monitoring and evaluation
after implementation starts. Environmental impact assessments were also
introduced.
Fourth, the MCA programme embraces a different approach to identifying

recipients. The MCA is based on selectivity rather than conditionality
(Carbone ; Dennis ; Molenaers et al. ). It is a competitive
grant. Recipients are selected based on their actual socioeconomic and political
performance as calculated by quantifiable, objective criteria based on inter-
nationally used indicators. That is, the MCA relies on an ex ante, largely objective
screening to select recipients (Dennis ). Prospective countries do not ask to
be chosen; nor are otherwise chosen based on hidden, subjective criteria, or
commercial and strategic ties to the USA. If much foreign aid internationally
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is based on political or strategic ties, commercial interests, colonial histories or
other subjective criteria, the MCA is different. Although the selection process is
far from perfect and allows for discretion, it has thus far been faithful to its apol-
itical, objective selection of recipients (Nowels ; Owusu ). Provided it
is not under US sanctions or other legal restrictions, a country’s policy perform-
ance, quantitatively and publicly measured, is the only criterion. As such, candi-
date countries are competing against each other on policy performance, each
with a scorecard containing specific metrics of policy performance in three
areas: free politics, free markets and good governance. Cabo Verde has had
ample experience with political selectivity in aid as a result of its special partner-
ship agreement and other aid programmes from the European Union. The
MCC is thus not alone in embracing selectivity. Even outside the European
Union, ex ante political selectivity was becoming widespread in the s
(Molenaers et al. ).
Even though the MCA was a product of the US’s so-called global war on

terror, the intent behind the MCA’s creation was to separate aid from geostra-
tegic, commercial or diplomatic considerations. The use of transparent inter-
national indicators was novel, even if the indicators selected favour the US’s
underlying ideological agenda or that some individual awards raise questions
about the recipient’s eligibility. The new programme is premised on the idea,
backed by some research and corroborated by the Cabo Verde case, that aid
is more effective in recipient countries that have good governance and a
good macroeconomic policy environment (Burnside & Dollar ;
Acemoglu & Robinson ; Adedokun ).
The country selection process occurs in two stages, the first being a pre-selec-

tion of a pool of ‘candidates’ based solely on per capita income. In early ,
the MCC identified  candidate countries, Cabo Verde among them, based on
their per capita income (MCC a). Twelve additional countries that satisfied
the income threshold were disqualified because of existing US sanctions or
other legal prohibitions. Both low income and lower middle-income countries
are considered in this preliminary screening.
In the second phase, candidate countries on the list are then pared down to

‘eligible’ countries, based on a scorecard containing the new programme’s indi-
cators in the three categories of democratic governance, human development
and economic freedom. In May , the MCC released a list of  eligible
countries, including Cabo Verde, who were invited to submit proposals for an
MCA grant for fiscal year  (MCC b). In , the scorecard consisted
of  indicators. By , these had expanded to . Among the specific indi-
cators are: rule of law, civil liberties, political freedom, control of corruption,
public spending on education, girls’ primary education, immunisation rates,
fiscal and trade policies, cost of starting a business. These indicators have
their limitations and ideological biases. They are equally weighted, which
raises its own set of issues. Questions and criticisms have been raised regarding
their appropriateness, internal coherence, deficiencies in calculation, their
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application and ideological biases as well as the presumed complementarity of
the programme’s goals of promoting democracy and development (Knoll &
Zloczysti ; Lebovic ). To be eligible, countries must pass at least half
of the indicators, scoring above the median for countries in the income
group, though the MCC retains some leeway in assessing progress if countries
fail on some indicators. Countries that are making progress but fail to pass
the eligibility indicators can be awarded a Threshold Grant to finance improve-
ments and reforms in the specific areas required to be eligible. Countries must
also pass a separate corruption control indicator. The MCA thus favours coun-
tries that already have free market policies and political liberalisation, but also
who have strong anti-corruption policies. As noted, eligibility does not mean
countries automatically receive aid, since countries must then take the initiative,
be sufficiently entrepreneurial in their diplomacy and governance structures to
pursue the grant, and prepare and submit sound project proposals that the
MCC can approve. Unsurprisingly, therefore, only five of  eligible countries
signed a compact the first year.
The MCA, it is fair to say, rewards success. It favours political and economic

reformers who are already making progress in clean government and socio-
economic performance but are still facing growth and poverty hurdles. Some
research suggests aid is more effective in countries already on a growth path
(Larsen ). Unlike the preferential support provided under the LDC cat-
egory or multilateral agencies, the MCA adopts explicitly political, or rather
policy performance, criteria for awarding aid. That is, for the MCA good govern-
ance and market-based policies are prerequisites. While all low- and lower
middle-income countries are potential candidates, only those already making
progress on these policies are eligible. As such, a valid concern with the MCA
programme is that it does not necessarily include the countries that need aid
the most – the poorest trapped in poverty, social instability, governance break-
down and economic stagnation. At its launch, there was a lot of concern
African countries would be disadvantaged in the new programme – although
half of the first group of  eligible countries in  were in Sub-Saharan
Africa.
Fifth, the MCA emphasised country ownership. To be sure, all donors tout

this idea, though usually empty of substance. The MCA is not tied aid.
Recipients choose how to use the aid based on their priorities. As elaborated
below, country ownership has substantive meaning under the MCA, but the
concept in practice is far more ambiguous and complex. Finally, the process
of determining the amount of MCA financing is ambiguous. As noted, the pro-
gramme’s philosophy is ‘impactful’ aid, but what is it or what is the appropriate
amount to be impactful? The programme does not have a funding criterion.
Presumably, determination of the amount of aid is based on technical assess-
ment of the country’s compact proposal. However, given its own annual
budget constraints, it is likely the MCC sets an arbitrary limit on financing per
recipient even before its compact is submitted. Moreover, the MCA’s overall
budget appropriated by Congress was much lower than anticipated, forcing
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the MCC either to reduce the number of recipients or scale back the size of
financing for projects.

C H A S I N G T H E M I L L E N N I U M : C A B O V E R D E ’ S M C A E X P E R I E N C E

Inaugurating the new aid programme in , Cabo Verde became the third of
five countries to sign an MCA compact, totalling US$million over five years.
It was not easy. The burden is on selected countries, who must take all the ini-
tiative once eligible. This feature of the MCA further sets it apart in inter-
national aid practice. Being selected as eligible for an MCA grant is only the
beginning of an arduous, months-long process for the recipient. As a competi-
tive grant, the MCA requires on the part of eligible countries a level of sustained
diplomacy, quick policy action, agility and talent to prepare viable grant propo-
sals as well as willingness to set up an independent implementation agency. The
grant preparation process alone entails a number of characteristics and steps
that are challenging: a lengthy public consultation process, institutional coord-
ination and information sharing, rigorous research and empirical analysis, and
hard bargaining with the MCC. Interestingly, the MCA does not have a time-
table or deadline for eligible countries to submit the proposal. The process
for Cabo Verde’s second MCA compact lasted over two years, from the time
of its eligibility approval in December  to signing the compact in
February . Presumably, it all has to be completed within the fiscal year
selected, but Cabo Verdean officials felt that they were under a first-come,
first-served basis given the MCC’s own budget limitations.
Both MCA grants were much more the result of Cabo Verde’s aggressive

pursuit of them, rather than unilateral US interest in giving aid to the small
island country. As soon as Bush announced the programme in , and
even before the MCC was established and guidelines drafted, Cabo Verde’s
ambassador to the US, José Brito, began full-court press diplomacy with US
officials at the State Department and officials in charge of setting up the new
agency. One of the country’s most effective ambassadors, Brito was instrumental
in courting the new aid agency while simultaneously mobilising diaspora groups,
university leaders and academics, professionals and investors, including organis-
ing community meetings and forums that invited members of Congress and
state legislators. Cabo Verde’s proactive economic diplomacy has been the
country’s strength since . If not for its insistent, proactive diplomacy,
along with congressional lobbying by diaspora groups, Cabo Verde may not
have been selected as eligible in . It scored poorly on some indicators,
such as trade policy, and data on others were missing or unreliable. The MCC
had to be convinced it was making good progress in these areas and that it
was a credible aid recipient. Cabo Verde had strong motivations to pursue
new sources of aid. By  and officially in , the country was aware of
its impending loss of special and differentiated development financing as a
result of losing LDC status.
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Preparing the MCA compact

The preparation and drafting of an MCA compact proposal unfold in a number
of steps. The compact process begins with the eligible country submitting a
concept paper, which outlines and justifies its development priorities that
need MCA support. In practice, of course, these concept papers are more of
a wish-list than a strategic document. In , the team went a step further, pre-
paring individual concept papers for each of the desired areas of intervention.
A second critical step is to establish a team responsible for leading and man-

aging the entire process, from preparing the proposal to organising the national
consultation process. Eligible countries can designate the planning ministry, an
ad hoc inter-ministerial team, hire international consultants, or outsource a
team from national experts outside the public administration. For each
compact, Cabo Verde relied on the latter, an independent team of national
experts under the supervision and coordination of the prime minister’s office
and the planning department respectively. This model allowed much greater
efficiency and coherence, while shielding the process from bureaucratic
infighting, political interference, special interest lobbying and delays. The
core team was responsible for both the sector consultation process as well as pre-
paring all the analyses and documentation involved, including the final
compact. Putting together a team to lead the MCA preparation work seems
trivial. Yet not all governments have sufficient organisational and human
resources, institutional adaptability for the required inter-ministerial coordin-
ation, high level leadership to manage both the process and the unavoidable
organisational frictions, and the national statistical capacity necessary,
let alone the enabling national political climate for consensus building.
A major step in compact preparation is national consultation. The MCA

requires extensive national consultation in order to garner input from civil
society and business groups. Its purpose is to promote consensus-building
among the government, business groups, civil society organisations and other
stakeholders. It also raises public awareness and familiarity. This aspect of the
MCA process came naturally to the government which had organised a
number of national forums on its ‘transformation agenda’ since coming to
power in . The goal of national consultation is to identify development pri-
orities, brainstorm project ideas, and to ensure that projects accurately reflect
national priorities, country ownership and buy-in from different groups. Even
before drafting the project proposals, the government in Cabo Verde organised
a national forum for each grant, bringing together public officials, private sector
leaders and organisations, civil society and non-governmental groups. These
large national forums were supplemented by smaller sector-specific workshops
and stakeholder meetings.
For both compacts, there was genuine engagement of civil society and the

private sector, with extensive participation of non-government and community
development organisations. The day-long forums were not mere formalities, but
involved thoughtful reflections and assessments of the country’s needs,
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criticisms of government policies, heated debates and disagreements about pri-
orities, needs and root causes, and the expected wish list of possible projects. On
both occasions, the forums were broken down into smaller sector-focused
working groups whose deliberations informed the proposals sent to the MCC.
In many cases, members of these groups also participated in smaller project
teams during the project definition phase. Given the diversity of stakeholders
and their preferences, it was a challenge for the team to distil their input and
bring coherence to the process. Invariably, this engagement of broad sections
of society results in both a long wish list of projects and delicate politics as
various groups and public sector entities vie for the limited resources.
Nonetheless, given the participation of so many experienced and expert profes-
sionals from the private sector, civil society groups and the public sector, this
input, even when divergent, was valuable to the team preparing the compact.
The third critical step in the process involves elaborating the analytical

support for the compact proposal, the Constraints Analysis (MFP ). The
grant proposal must be supported by a rigorous analytical foundation that iden-
tifies the binding impediments to growth and poverty reduction, and shows
empirically why and how the proposed areas for intervention will overcome
these impediments. With its origins in the academic field of development
studies, the Constraints Analysis is more of an academic research document
or econometric study than a typical aid project document or consultant
report (Hausmann et al. ). It is theoretically informed, data-driven and sub-
stantiated by quantitative analyses. Based on the Constraints Analysis, seven
project areas were initially identified for the second compact: water and sanita-
tion; agriculture value chain; property rights and land titling; energy, specifically
renewable energy; private sector financing; transportation; human capital cap-
acity building, focusing on higher education and technical training.
Separately, in-depth proposals were prepared for all seven. The first compact
proposal similarly contemplated multiple projects in many of the same areas,
but only four were financed. For the second compact, as noted, the list of pro-
jects was reduced to two – water and sanitation and land titling – following
cabinet-level deliberations inside the government based on the Constraints
Analysis, in addition to negotiations between the government and MCC.
Throughout the Constraints Analysis and initial project concept phases, the
country’s team and the MCC were in continual discussion, with comments
and feedback on drafts, and heated debates.

C A B O V E R D E ’ S M C A E X P E R I E N C E

Cabo Verde implemented both MCA compacts, expending roughly % of the
financing disbursed under both agreements. Each five-year grant was used to
finance areas critical to growth and human development. A separate study is
needed to assess empirically their impact on growth and poverty as well as the
quality and sustainability of the individual projects. To be sure, the MCA was
never intended to provide a definitive solution to Cabo Verde’s many structural
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impediments to growth and poverty reduction. In many ways, the importance of
MCA financing extended beyond the compact projects and their direct impact.
Both grants arrived just as the country was in dire need of financing as a result of
LDC graduation, the  global economic crisis and retrenchment of donor
aid to developing countries. The MCA and other external financing, together
with strong remittances inflow, allowed the country to avoid disaster even
though GDP growth hovered around % for the next several years.
MCA-I financed four projects: infrastructure, namely roads and the port of

Praia; agriculture and watershed management; private sector development;
and financial sector reforms. MCA-II financed water and sanitation as well as
land titling. Implementation of the compacts occurred without any major stum-
bles, reversals or controversies. However, the port project under MCA-I turned
out to be far more expensive than predicted, forcing the government to get add-
itional financing elsewhere. Moreover, the water and land titling projects under
MCA-II are still being executed, but are politically delicate and inherently
polemical, especially land titling. As discussed below, there was push back
from some public sector agencies. The wider political context contributed to
the MCA’s implementation success. Good governance, political stability and
policy continuity had always been critical to the country’s socioeconomic
success and aid effectiveness. The compacts were widely supported by all polit-
ical parties, and were well received by the public. Despite alteration in power
between the two dominant parties in , the compacts were unaffected.
The MCA was the target of partisan politics in the USA but not in Cabo
Verde. The projects did not spark social unrest or popular resistance, even
while some commentators questioned US motives. Aside from an isolated case
of fraud, implementation of both compacts was free of corruption or misman-
agement. Detailed information on projects, their budgeting and spending
were publicly available on the agency’s website. The MCA’s model of project
implementation, oversight as well as transparent and tight financial controls
meant it could be implemented efficiently and cleanly.
Notwithstanding its effective implementation, a number of doubts, misunder-

standings and overlooked aspects surrounded the MCA. The MCA is often
viewed as forcing reforms and policy changes on recipients, as noted previously.
First, Cabo Verde had already been engaged in sustained market-based and gov-
ernance reforms more than a decade before the MCA was created, including
substantial reforms in the economy, public administration, business and invest-
ment climate, public services delivery and the regulatory environment.
However, the MCA did have an important aggregating impact. That is, there
is an ‘MCA effect’ on governance and policy performance. The MCA reinforced
and concentrated this reformism as well as inducing an anticipatory effect as
Cabo Verde eyed a second compact. The process of MCA-I candidacy revealed
the many shortcomings in both the reform process – haphazard, dispersed,
unfinished – and the serious deficiency of the national statistical system. The
latter was reorganised and improved in . By , a new unit was
created to plan and oversee the reform and state modernisation programme,
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first launched in the late s and enlarged after . The creation of the
Coordinating Unit for State Reform (UCRE) accelerated and streamlined the
process, with a strong, coordinated focus on public administration, trade
policy and customs, and the business and investment climate. That is, reforms
that specifically targeted the MCA eligibility criteria – with the explicit goal of
improving its scores in the international indicators. By , Cabo Verde was
selected as one of the top  reformers in the world (Doing Business, World
Bank ). As such, while the MCA does not impose ex post policy reform con-
ditions, its public and transparent eligibility criteria offer prospective recipients
a reform guideline for MCA eligibility.

Country ownership with an asterisk

The MCA departs from common donor practices in foreign aid. Nonetheless,
Cabo Verde’s MCA compacts had their share of sceptics and critics.
Specifically, some people have questioned US motives. The claim that the
USA uses the MCA as an instrument to extend its influence in international
affairs, while true, is insignificant. All forms of foreign aid are about
influence. Aid is a foreign policy tool to achieve policy objectives. Aid has
never been motivated by pure altruism (Feldman ). Since World War II,
as exemplified by the Marshall Plan, the US has used its foreign aid as an instru-
ment to pursue its national security and commercial interests in specific coun-
tries as well as promote general world order interests. The MCA is no exception.
It embodies the increasing focus on security in aid policy. With the MCA, the
USA pursues general world order objectives, such as promoting certain ideas,
stability, open markets, pro-US attitudes, and pre-empting what it defines as rad-
icalism and terrorism. Shaping the international order in ways more amenable
to their interests has always been an objective of all great powers.
First, in the specific case of Cabo Verde, it was the one that pursued the MCA

and aggressively lobbied for the grant despite not meeting all the eligibility cri-
teria or missing important data. Second, whether for Cabo Verde or other reci-
pients, the pattern in MCA aid distribution appears driven more by these
general world order interests, namely the global anti-terrorism concern and
open markets, rather than by direct strategic or commercial interests in each
specific recipient. Globally, what stands out among all MCA recipients in the
 years since its launch is the wide diversity and dispersal of the  recipients.
Many MCA recipients have little or no specific, bilateral commercial or strategic
importance to the USA. The recipients are diverse, not only in terms of geo-
graphic region or levels of development, but in terms of the diversity of diplo-
matic, economic and strategic relations with the USA or linkages to US global
policy. While individual country recipients, such as Georgia, the Philippines,
Kyrgyzstan, Ukraine, Kenya and Niger may make a strong case for direct com-
mercial or geostrategic interests, the overall programme appears driven by its
commitment to a competitive process and good governance criteria. For
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example, the compacts were terminated after coups d’état in Mali and
Madagascar.
Through the MCA, the USA promotes its free market ideology as well as using

it as a non-military instrument for its post- global war on terror. The pro-
gramme likewise exemplified the unilateralism prominent in US foreign
affairs at the time (Carbone ; Woods ). The MCA advances an ideo-
logical agenda, pursued with fervour domestically and internationally since
the s, including using its clout and veto power in the major international
financial institutions to condition development financing on the adoption of
these policies. In the post- world, the USA devised the MCA as a non-mili-
tary instrument to combat terrorism – premised on a presumed link between
poverty and terrorism. This is an old idea in US foreign policy thinking,
dating to the s, that free market-driven economic growth and socio-
economic development are the best antidote to revolution, political instability,
radicalism, and the spread of communism or other hostile ideologies. This old
idea has been updated to include terrorism. The notable concentration of MCA
grant recipients in West Africa, which today has emerged as an active battlefront
in international terrorism, may be interpreted in this light, even though most of
the MCA grants were awarded long before or awarded to countries unaffected
by terrorism. Indeed, this aspect of the MCA – tying terrorism and poverty –
exposes the programme’s contradiction (Woods ; Owusu ). As a
merit-based aid based on apolitical criteria, it precludes targeted, politically
driven selection of countries where concern over poverty or terrorism is
greatest.
Nevertheless, the selection process, despite its novel approach and general

fidelity to transparent indicators, is inexact and open to manipulation by allow-
ing room for discretion in cases where data are missing or candidates are
deemed to be ‘making progress’. The MCC has used its discretion to qualify
and disqualify countries (Lebovic ). In both rounds of awards in 
and , some individual cases like Kenya and Indonesia were selected as eli-
gible despite poor indicators, including extremely low scores on what is purport-
edly a disqualifying corruption indicator.
Cabo Verde may be a case of fortuitous convergence of general interests and

generic US geostrategic concerns in the West Africa region, primarily in terms
of international terrorism, money laundering and drug trafficking. Commercial
interests are non-existent. Military-security interests directly tied to Cabo Verde
are likewise secondary, relevant only insofar as its location in the sub-region and
its increasing use as a major transit point for the drug trade. Growing security
and law enforcement cooperation began to characterize bilateral relations
after MCA-I, including maritime security and intelligence gathering. It was at
this time too, four years after the first compact, that the USA and Cabo Verde
first began discussions about SOFA. There is no evidence of a link or quid
pro quo between the two. Indeed, globally, there is no overlap between the
more than  SOFA accords signed and MCA recipients. Several countries
have MCA but no SOFA, and vice versa, and many have SOFA long before
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the MCA. Nevertheless, after the first compact we see a marked increase in bilat-
eral military-security cooperation.
As for the actual project proposals submitted to the MCC, there has been a

good deal of controversy as to whether these reflect country ownership, or
are imposed by the MCC. Others argue the MCC has a one-size-fits-all approach
(Nowels ; Cardoso ). In practice, the process is neither. Country own-
ership is a complex concept. Presumably it means recipients have a final say, are
free to choose among alternatives; that society, elites and all stakeholders par-
ticipate in the process, and have unconstrained decision over which projects
to fund. Formally, eligible countries identify their own development priorities
and design projects accordingly. For MCA-II, the team freely and independently
conceived of the projects, based on national consultation, sector input and the
Constraints Analysis; at no point was there pressure by the MCC to impose its
preferred projects. The compact process, however, is an iterative negotiations
process. At a minimum, the MCC had its technical standards for project feasibil-
ity and was stubborn in its position of impactful, single-project aid. Upon com-
pleting the Constraints Analysis and drafting the project proposals, both the
recipient country and the MCC negotiate a way forward. As anyone who partici-
pates in the compact preparation and negotiations can attest, it is not a politi-
cised process or one where the MCC imposes its will. Nevertheless, the
negotiation is between unequals; between the MCC team with lot to say about
which projects get funded and a country with high aid dependency. Both com-
pacts entailed hard negotiations, with several country missions back and forth;
the MCC insisting on a single project and the country team contending multiple
projects get funding. During the second compact, the MCC pushed repeatedly
to drop the land titling project, but Cabo Verde insisted. A few additional obser-
vations are warranted.
Cabo Verde identified, conceived and implemented its own projects. For

better or worse, it decided on what and how to use the MCA. While the principle
of country ownership is not absolute, as discussed below, the fact that recipients
identify their priorities, and design their own projects accordingly, distinguishes
the MCA programme from common international aid practice. The prevailing
practice, even by the USA’s own USAID, is for aid agencies to conduct their own
assessment of recipient needs, define their preferred programming for aid use
and implementation method, and determine outcomes they want to achieve. In
consequence, recipients often implement projects that may not be consistent
with their development priorities nor contemplated in their planning – while
assuming any debt and other obligations that may come with such aid.
Nevertheless, while the MCA’s country ownership principle has substantive

content, it is not an absolute. There are nuances in the process, and specific ele-
ments in the MCC guidelines and programme requirements that constrain the
recipient’s freedom of choice. Bilateral negotiations can get heated, as noted.
The final negotiations, involving which and how many projects are financed,
are hard and entail opposing viewpoints. First, the operational philosophy of
MCA financing is impactful aid, i.e. substantial aid on one big project.
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Naturally, recipients have multiple priority needs, and will prepare proposals
identifying multiple projects for financing. For each compact, Cabo Verde
had initially identified as many as eight specific project areas across a number
of sectors. The MCC’s preference on both occasions was to finance only one
project, but Cabo Verde insisted on more. After bilateral negotiations, the
first compact in  financed four of the eight projects initially proposed.
The second compact financed only two of seven. In other words, this hard nego-
tiation forces recipients to reorder and rethink their priorities. Additionally,
even with multiple projects, financing is typically skewed toward one big
project. Notable in both compacts is that financing was skewed among the pro-
jects approved; most of the grant financed one big project, % for ports and
road construction and % for water and sanitation in the respective compacts.
Concerns have been raised that the MCC favours certain sectors and projects,

giving rise to the one-size-fits-all approach criticism (Nowels ). As noted,
Cabo Verde independently determined the project areas and priority.
However, this criticism cannot be refuted entirely. Based on a cursory scan of
all compacts financed under the MCA around the world, commonalities
across projects appear. Specifically, infrastructure projects dominate financing
in MCA compacts. Excluding threshold agreements or compacts yet to be imple-
mented, the same broad sectors appear among the  countries currently
implementing MCA compacts – infrastructure (roads and ports), energy, agri-
culture, land titling and property rights, water and sanitation, health and educa-
tion. Among these, however, the bulk of MCA financing among all these
countries is for transportation infrastructure, specifically road networks and
ports, agriculture, with a big focus on water resources and land titling, and
energy resources. However, the strong consistency among compacts may or
may not reveal MCC preferences in negotiations involving unequal bargaining
power. The predominance of certain sectors and types of projects may just as
easily reflect similarity in development needs among the recipients.
Developing countries face similar structural impediments to growth, such as
weak and limited basic economic infrastructure, energy resources and low agri-
cultural productivity. Yet low human capital, poor health systems and even
fragile administrative capacity are also major development obstacles for these
countries.
As the MCA-II team discovered, the MCA process and guidelines result in an

indirect bias toward certain types of projects. These biases are the result of the
heavily quantitative methodology and guidelines adopted. In other words, the
quantitative metrics used to judge project viability and economic returns dis-
criminate against certain sectors and project areas that may be harder to quan-
tify or where data are scant. Developing countries also face binding constraints
in the form of low human capital. They likewise face enormous challenges in
terms of public health as a result of weak or insufficient health infrastructure
and preventable diseases that translate into low productivity and a drag on
growth. However, these types of MCA-funded projects are few in number. For
a programme that espouses good governance in selecting recipients,
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government effectiveness has not been an area financed (aside from some
threshold grants or only indirectly if one counts land titling and property
rights). If good governance affects growth, then financing projects that
strengthen the rule of law, civil society organisation, or the technical, adminis-
trative and planning capacity of the public sector makes sense. Indeed,
during both compact negotiations, Cabo Verde proposed education projects
which were met with strong push back from the MCC because of the greater
imprecision in showing quantitatively their impact on growth and poverty.
These sectors are notorious for their inherent difficulty to apply quantitative
methodology.
Finally, another reason country ownership is not straightforward in terms of

determining which projects get funded is that the hard negotiations are not
limited to the recipient and the MCC. The MCA is thus a two-level game, as
Putnam () famously put it. Both compacts entailed complex, often
difficult international negotiations between the government and the MCC but
also simultaneous delicate consultations, political navigation and negotiations
among the many domestic actors. That is, defining which or how many projects
to finance is not simple even for the recipient country, especially for politically
sensitive or fragmented sectors. As noted, the water sector may end up being the
most difficult, if not the least successful, of all the MCA projects. The water
project involved breaking up existing structures and creating a new water
agency. The existing municipal water systems opposed it, the power company
favoured it, while many politicians worried about possible job losses from the
restructuring. Even during its implementation, bureaucratic resistance, delays
and political concerns over job losses distorted the original project.
The MCA grant engenders a number of other issues, challenges and adverse

consequences.
First, as noted, the MCA is based on a selectivity approach, not conditionality.

However, there are some ex post ‘conditions’ or, more accurately, contractual
requirements, that recipients must agree to. These requirements pertain to
project implementation rather than policy. An overriding preoccupation of
the MCA programme is to limit corruption and political interference in aid
implementation. Specifically, the MCA requires countries to engage in institu-
tional adaptations that may present certain challenges. Namely, recipients
must create a separate national agency to implement the grants, an in-
country MCA agency. For each MCA compact, Cabo Verde established an
MCA–Cabo Verde agency, both staffed by competitively selected professionals
and sector specialists. (A separate in-country MCC staff office was also estab-
lished.) These autonomous, independently managed agencies, staffed exclu-
sively by nationals, are responsible for project implementation, oversight and
monitoring, with oversight and periodic review by the MCC. The agency’s
staffing and operations are financed through the grant, thus it does not
impose any additional fiscal burden on the public budget. Professional and
autonomous, the agencies operated free of political interference in Cabo
Verde. (It should be noted that the head of the first MCA–Cabo Verde
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agency was the son of the then ambassador, although no one questioned his pro-
fessional or management abilities.) The mission, jurisdiction and responsibility
of the agency are limited strictly to the projects and their financing. The agency
is not subordinate to, nor is directed by, ministries in the respective project
areas. It thus shields both the MCA grant and the projects from political inter-
ference, clientelism, corruption and public sector inefficiencies. With the grant
and projects professionally managed and executed by a dedicated entity, the
rate of completion and aid effectiveness are high.
On the other hand, this autonomy introduces an element of institutional frag-

mentation and coordination difficulties. Countries are typically implementing
multiple projects in a specific sector, some financed by the MCA, others not,
thus putting pressure on coordination, resources and planning. In practice,
during both compacts, continual discussion, coordination and information
exchange took place between the agencies and sector ministries, with all the
expected difficulties, tensions and deficiencies. Whether at the stage of
project design or implementation, the MCA process depended heavily on min-
istries – for data and information, technical support, field logistics, project exe-
cution – but bureaucratic resistance and inertia, implementation weakness and
inefficient coordination made the entire process difficult.
In Cabo Verde, the main problem was not resistance but inertia, lack of coord-

ination and limited implementation capacity due to technical and organisa-
tional weaknesses in the public sector. As such, the MCA introduces an extra
coordination challenge in an already fragile context. Some projects require add-
itional institutional and policy reforms which may or may not occur. Moreover,
the MCA may engender duplication or competition for the same resources.
MCA projects can pull human and material resources from other areas or
compete with other projects. Other agencies and ministries may be implement-
ing projects at the same time. Like the port modernisation project, MCA pro-
jects are large scale and require vast quantities of materials and other inputs.
In a micro-sized, import-dependent economy like Cabo Verde, this could put
pressure on supply that may delay or crowd out other projects and businesses.
Another consequence of the MCA is that its projects and financing occur

outside the normal planning process. This has been a complaint by some
officials. Ideally, countries identify their priorities and design their MCA pro-
jects within their broader strategic plan and development planning framework.
In practice, planning and budgeting are far from this ideal. MCA projects tend
to be multi-sectoral by nature, and may often require follow-on interventions
and complementary projects. Yet being outside the normal planning frame-
work, countries may not as easily manage these moving pieces and bring coher-
ence to all development planning. Likewise, in a micro economy susceptible to
external shocks, conditions may adversely change rapidly, requiring countries to
shift resources and priorities, but they are contractually fixed to MCA imple-
mentation and cannot shift its financing elsewhere.
Glaringly, the MCA did not induce nor explicitly involve the US-based dias-

pora in an economic or investment role in the homeland. Paradoxically, the
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diaspora lobby was critical to Cabo Verde’s eligibility in the first compact. The
MCA did not induce a nostalgic, or ethnic, trade and commercial activity.
The MCA did not explicitly involve the diaspora as investors or contractors,
nor otherwise find creative ways to harness and incubate its role in homeland
development. Despite its overall success, the MCA may have represented a
major missed opportunity from the standpoint of the potential economic trans-
nationalism in bilateral relations.
Thus, another consequence of the MCA is to limit the recipient country’s

freedom of choice to use this development financing creatively to spur domestic
production or foster national producers and entrepreneurs. As noted, the
MCA’s design and implementation guidelines seek to limit corruption, funds
diversion and interference. As such, all contracts for project implementation
are based on transparent internationally competitive bidding. In a small
market like Cabo Verde, with a small and fragile private sector, most domestic
firms and suppliers will be in competitive disadvantage in a bidding process
involving foreign companies. Consequently, for both MCA programmes,
Portuguese firms and suppliers were the primary beneficiaries, not Cabo
Verdean firms. Thus, just as the MCA was a missed opportunity to involve dias-
pora investors, it likewise prevented Cabo Verde from using these large-scale
public investment projects to spur ancillary economic activity and stimulate
local producers and firms. Governments all over the world use large-scale
public investments as a stimulus for domestic production and to foster local
businesses.

C O N C L U S I O N

The MCA was a substantial and timely infusion of non-debt external financing
for Cabo Verde’s economy. Yet it also gave rise to many policy and institutional
challenges, and had its share of drawbacks. Given its selective, transparent
approach, and the absence of conditions on policy or implementation, the
MCA is substantially different from other aid programmes and donor practices
in international development. True to its post-independence diplomacy priori-
tising development, Cabo Verde aggressively pursued both compacts. While we
await an empirical assessment of the MCA’s impact, both grants arrived when
the island country needed them most. Despite the  global economic
crisis, support such as the MCA from outside and good governance at home,
allowed the country to weather the crisis.
The MCA marked a highpoint in bilateral ties across the Atlantic. Ties

between Cabo Verde and the USA are culturally and historically deep, but rela-
tions had always been shallow in terms of trade and aid. The grants represented
a significant deepening in relations and bilateral cooperation, which is now
extensive in the areas of security, intelligence and law enforcement.
Commercial ties remain negligible.
Notwithstanding its comparatively strong socioeconomic performance and its

emergence as a tourism-based economy, Cabo Verde remains dependent on
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foreign aid. A micro island state, its structural weakness, irreducibly small pro-
ductive base and its external vulnerability mean that external support will
always be important. Cabo Verde has been unable to get a third MCA grant.
Nevertheless, despite their drawbacks, grant-based foreign aid programmes
such as the MCA, especially when conditionalities are not imposed, have great
advantages for small developing countries who cannot sustain the debt from
concessional or commercial borrowing to finance development. Given the
limits and potential risks of over-reliance on mass tourism, and having few
options for growth, Cabo Verde will continue to rely on foreign aid well into
its future as a middle income country.
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