HENAY & HYDE umss
CrrEmMaN

JAMES A LEACH. lowa

TOMLANTOS, CalroReas
Razinis DEMCCRATIC MEWESH

HOWARD L. BERMAN. GaUIFoRNiA

CHRISTOPHES H. 3MITH. Newr JERSEY GARY L, ACKEHAMAN. New Yorg

ONE HUNDRED NINTH CONGRESS

DAN BURTON, Inpmsa ENIF H. FALEOMAVAEGA, AMERICAN SAMTA
ELT EG : 2 DONALD M. PAYNE, New Jeneey

A HOS L EATINEN, Foomion CONGRESS OF THE UNITED STATES SHERROD BROWN, O

2ARNA BOMRABACHER, CALIFGRNIA BRAD SHERMAN,

EWARD F. ROYCE, CALFORNGA
PETER T. KING. NEw Yaax
STEVEN . CHABUT, O

COMMITTEE ON INTERNATIONAL RELATIONS ROBEFTEX v Fiomin

WHLIAK 3 DELARUNT, BASsacHUSETYS

R A T oo HOUSE OF REPRESENTATIVES BARBARALEE o
DARRELL I38A, CALFGRMA JOSEPH CROWLEY. Naw Yors
SEVE FLKE A WASHINGTON, DC 20515 EARL BLUMENAUER, Orgaon
JO ANM DAVIS, VERTING SHELLEY E:?:RKLE\!. NevabA
HARK GREEN. Wisconsm GHACE £ NAPOLITANG, O
JERRY WELLER, kumows I e " . GasFom

WAKE PENCE., fenines TELEPHONE: (202) 225-5021

THADDEUS G. McCOTTER. MicHIGaN
KATHERINE HARIIS, FLomba !
SOE WHSON, Soutr: CARDLINA BEN CHANDLER, KeNTuc

SOHN BOGZMAN, ARkansas DENNIS A CARDGEZA, CALFCRNA
J. GRESHAWM SARRETT, SOUTH CARCLINA RUSS CARNAHAN, Missous
CONMIE MACK, FLOmDA

JEFF FORTENBZRRY ., NEBAASKA

o y oC = AGEERT &, ®ING
HACHACL MeGAUL T October 3, 2006 Desstar & bt
IO P AN

Do 7o Coiinr Qoonzas

HRISTERF

Twoe BTAE

VIA EACSIMILE AND FIRST CLASS MAIL

Ambassador John J. Danilovich
Chief Executive Officer
Millennium Challenge Corporation
875 15" Street, N.W,

Washington, DC 20005

Re: Environmental indicators
Dear Mr. Ambassador:

The Millennium Challenge Corporation (MCC) recently notified Congress and the public, inter
alia, of its intent to incorporate two new indicators into the eligibility criteria so as (o measure
better a country’s demonstrated commitment to economic policies that promote the sustainable
management of natural resources. The indicators are a Natural Resources Management index and
an Access to Land index. The first is primarily managed by Columbia University’s Center for
International Earth Science Information Network (CIESIN); and the second, by the International
Fund for Agricultural Development (IFAD). The MCC notification also stated that the Corporation
intended to utilize the two new indicators as supplemental information in the Board’s deliberation
of fiscal year (FY) 2007 eligible countries, to expand the eligibility criteria by these two indicators
for the FY 2008 selection process, and to locate eventually the two new indictors in the Investing in
People category.

While we applaud the efforts of the MCC and Governor Whitman in identifying the indicators
through a consultative process, we wish to record our reservations about the delay in the indicators’
formal adoption and reiterate our strongly held preference that the IFAD indicator not be included
in the Investment in People category.
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Until the recent notification, MCC staff have repeatedly assured us that they anticipated that the
CIESIN and IFAD indicators would be incorporated into the FY07 selection cycle. Although we
were frustrated that the MCC will not integrate the natural resource indicators, but particularly the
CIESIN indicator, into the existing criteria until FY 2008 at the earliest, we understand the need to
grant candidate countries adequate notice of the planned change. With the staggered
implementation of the indicators, certain countries will have more time to adjust their policies and
improve their performance on the two new indicators. Delaying full implementation until FY 2008
also permits the institutions which are responsible for gathering data to expand their coverage of
countries. To enhance the incentive effect of adequate notice, we recommend that the MCC
publish on its website the FY 2007 scores of all candidate countries for the two new indicators,
without prematurely placing the indicators in any particular category or categories.

Legislative history and the existing logic of the eligibility criteria argue for the IFAD indicator not
to be included in the Investing in People category. The authorizing legislation for the Millennivm
Challenge Account places the “promotion of private sector growth and the sustainable
management of natural resources” within the Encouraging Economic Freedoms category.
Similarly, the Hyde-Lantos Millennium Challenge Account Authorization and Peace Corps
Expansion Act of 2003 (H.R. 2441), upon which the authorizing legislation is based and for which
the United States House of Representatives overwhelming voted its approval, located the natural
resource indicator in the Encouraging Economic Freedoms category. More recently, the
Committee on International Relations unanimously ordered reported to the full House the
Millennium Challenge Reauthorization Act of 2006 (H.R. 4014). In the report accompanying this
bill, the Committee again makes clear its position that the IFAD indicator not be placed in the
Investing in People category:

The Committee notes that the IFAD indicator is less of an indicator
for natural resource protection than for a government's promotion of
property rights. If the MCC decides after completing its public
process to add these two new indicators to the eligibility criteria, the
Committee believes that the CIESIN indicator should be placed in
the Investing in People category and the IFAD indicator should be
placed in the Providing Economic Opportunitics category. (Report
109-563).

The Committee adopted this position because it believed that the components of the IFAD
indicator more closely resemble the indicators already in the Encouraging Economic
Freedoms/Providing Economic Opportunities category. For example. two of IFAD)’s data sets —
Days to Register Property and the Cost of Registering Property — approximate the regulatory
nature of two existing data sets in that category, i.c., Days to Start a Business and the Cost of
Starting a Business. The third and final IFAD data set — Access to Land - focuses on the legal
framework which enables or complicates the acquisition of real property by individuals residing in
a candidate country. Thus, IFAD contrasts sharply with the indicators in the Investing in People
category which reflect a candidate country’s direct investment of resources in its people.
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Ambassador Danilovich, we commend you again for the MCC’s efforts on identifying a natural
resource indicator and look forward to continuing to work with you to ensure the success of one of
our most innovative foreign assistance programs.

TOM LANTOS

Most cordially,

“EARL BLUMENAUER

Member of Congress Member of Congress
cc: Secretary of State Condoleczza Rice

Secretary of Treasury Henry M. Paulson, Jr.
United States Trade Representative Susan Schwab
USAID Administrator Randall Tobias

Mr. Kenneth Hackett

Governor Christine Todd Whitman



