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SEP 22 1918 

ACTION MEMCRA.'lDUM TO TIfE ASSISTANT ADMINISTRATOR FOR AFRICA , 

FROM AFR/DR, John W. Koehring 

SUBJECT: Cape Verde Rural Works 

Problem: Your approval is required to authorize a one-year ~xte~sion 
of U.S. financial support to the Cape Verde Rural Works Project 
(655-0001) in the form of a $500,000 grant frem the Disaster Relief 
Assistance appropriation. The additional funds requested through 
this action will bring the total level of AID funding for this pro­
ject to $3,900,000. 

Discussion: 

A. Description of the Project 

1. Purpose 

The immediate objective of the project has been to provide em­
ployment opportunities for a large percentage of Cape Verdean workers 
through the application of labor intensive techniques in soil and 
water conservation works and farm-to-market roads. The project was 
developed for Santiago Island where close to half of Cape Verde's 
population lives. Four valleys, Ribeira Seca, Ribeira dos Picas, 
Ribeira de Sao Domingo, and Ribeira dos Engenhos, constitute the pro­
ject area. 

Cape Verdean farmers are faced with a situation where they have 
had to cultivate an increasing amount of marginal land on higher 
slopes, thereby accelerating erosion. Animals, principally goats, 
wander freely and eat the vegetation. As a result, and with the 
devastatir.g drought that began in 196i and continues today, the land 
can no longer support the population's basic needs. In an attempt 
to alleviate this condition, the Government of Cape Verde (GCel) 
inaugurated labor intensive projects to control erosion and to develop 
additional i~igated land. This effort is directed also to providing 
employment for some of the 70 percent under or unemployed. 

In June 1975, A.I.D.tin response to a GCCV request, executed a 
$3,000,000 no-interest loan under Section 496 of the F.V., "Assistance 
to Portugal and Portuguese African C.cuntries", to support the Cape 
Verde Rural Works Project. At the time of loan execution, it was 
agreed that A. I. D. would see'k legislative authority to convert t~e 
loan to a grant; t'1~s conversion was made in ~!arch 19i6. In ~ay 197i, 
the project was amended to provide an additional S400,000 grant from 
the Food and ~utrition appropriation to £i~ance the purchase of equip­
ment~ required fo~ dam ccnst=ucticn. (The const~lction involved 
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~lacement of large rocks tt~t could not be managed with hand tools 
provided by the project.) 

The Rural Works project involves four .sub-activities: (a) the 
building of dikes in valley areas to catch alluvial soils wash~d 
down from the mountain-sides as a result of sporadic, torrential 
downpours; (0) the construction of retaining walls to prev'ent further 
erosion of soils into valley areas used for crop production; (e) the 
construction of stone and concrete aque-iucts to per:nit the i!":'iga.tion 
of valley areas reclaimed through the diking syste!ll; and Cd)' the 
clearing of rocks from areas that could be used for pasturage or crop 
production. . 

The above activities were designed to contribute to the Project's 
long-term objectives of: (a) retarding erosion and dese~~ification; 
(b) increasing productivity of the land; (c) increasing infiltration 
of the water into the soil; (d) increasing land area to be used; and 
(e) improving the general welfare of the population. 

AID suppo~ of the project was originally scheduled to end in 
FY 78, with project outputs to be completed by December 1978. How­
ever, the daily average number of workers assign~d to the target area 
has steadily increased from 1,800 in July 1976 to over 10,000 by 
July 1978. In an attempt to finance increased ~roject activity costs, 
the GCCV has been drawing on funds from its National Development Fund 
(~~F) established through currencies generated from ~he sale of food 
grants. This has enabled the GCCV to support project activities in 
only one of the four designated valleys. 

The GCCV has requested additional A. I.D. funds to support the 
continuation of ongoing project activities, i.e., construction of 
dikes: retaining walls and small subterranean dams. In addition to 
preventing further erosion of soils and providing better recharge of 
underground water which is used to irrigate food crops, the funds 
requested will provide employment to an average 4,300 workers per day 
for a 12-month period. These workers would otherwise be unemployed. 

The GOCV intends to continue the Rural Works Project and during 
the next year will submit to the CI15S a new proposal for follow-on 
activitIes. Other donor assistance will be sought through the Club/ 
CILSS mechanism. A one-year extension for which funding is being 
requested will provide the GOCV sufficient time to design and submit 
the new proposal. 

2. Conformance to AID Country Strategy 

AID has not dev.eloped a Strategy Statement for Cape Verde; neither 
does a DAP exist. A prel~ina=y assess~ent of the agricultural sector 
in Cape Verde was ccmpleted under an A.I.D. contract in June 1978. 
This assessment provides =ecommendations for an A.I.D. development 
strategy in Cape Verde. According tc the assessment, environmental 
rehabilitation and conserv~tion and employment generation are two of 
~he primary areas in which A.I.D. should concent=ate its efforts. 

http:pasturage.or
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3. Reneficiaries of the Project 

Direct beneficiaries are the Cape Verdean workers who participate 
in the project. As stated above, the average number of workers per 
day in the four sub-projects has increased from 1,800 in July 1976 
to 10,000 in 1978. Provision of the additional funds requested in 
this memorandum would provide employment to an average of 4,800 
workers per day. Officials from the Ministry of Rural Development 
estimate that most of the rural families in theproject area have at 
least one member working on rural works projects. In some cases of 
large families, more than one person is permitted to work. 

Women employed in the construction efforts represent 30-40 percent 
of the total labor force; many are advancing to positions of responsi­
bility as chiefs of work crews, or supervisors. ~nere women do equal 
work, such as supervising crews, they receive the same pay as men. 
The pay scale, however, reflects the average pay for wen as higher 
than that for women. The ~finistry of Rural Development explains that 
the Ministry of Justice is in the process of proposing a new wage law 
which will give women equal pay for equal work. 

B. Socioeconomic, Technical and Environmental Description 

1. Socioeconomic: Based on information 
the project has been well received by the 
interest and part:cipation has been high. 
employment opportunities and income for a 
rural population who would have otherwise 

provided in the evaluation, 
local population and 
The project has provided 

large percentage of the 
been .. memployed. 

2. Technical: An evaluation of the Rural Works Project was completed 
in June 1978; it concludes that the continuation of labor intensive 
project activities in soil and water conse~/ation should be of high 
priority as such activities can contribute significantly to the devel­
opment of the agricultural sector. 

According to the hoject Evaluation, existing soil and ... .-ater 
structures have been constructed by hand labor using the dry rubble 
technique. Check dams and retaining walls are ccnstructed to meet 
conditions of the particular sit~. In the case of dikes constructed 
in the river beds, exca'/atior,sof 2-3 meters are made by hand, and 
large rocks of one ton or more are put in place, forming footings. 
Check dams built on these footings rise to 2-3 meters above the stream 
bed. The spillway is given special attention and enlarged to car.y 
floodwaters equal to those of 19i6 when an unusual rain of 10 inches 
fell in one 24-hour period. The evaluation states the.-work accoitplished 
is impressive; the ~uality of the dry rubble technique is rated as 
"excellent". 

There are 200 work fronts preseiltly in progress with 88 percent 
of the dikes completed; approximatel,' 56 percent of the retaining 
walls are on ta.:-get. Three Hundred and Sb: (306) kilometers of earth 
terraces have been constructed .• Approximately 10 kilometers of access 
roads have been developed to permit work on soil conservation projects; 
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no specific projects have yet been undertaken on f~~-to-market roads. 

The evaluation also pointed out 
namely, insufficient monitoring, and 
excavator) for construction of dik~s 
tions of the construction call for: 
to precede the work; and (b) work on 
valleys. (A major part of the Rural 
to work on the slopes.) 

problems related to the project; 
the lack of heavy equipment (an 
'over 180 .::eters. Primary I1ecommenda­
(a) a careful study of the watershed 
the slopes to precede work in the 
Wor.ks Project is presently directed 

It has been the intention to address these problems in the event a 
follow-on project is desisned for financing Jy A.I.D. However, the urgent 
nature of the GOCV's request for "gap" financing was not anticipated, and 
it has not been possible to address these concerns within the time fra~e. 
Accordingly, we plan to make the evaLuation report avaLlable to the GOCV 
and recommend it be followed closely in the inplementation of this project 
extension. 

3. Environment: An IEE has been undertaken; no further environmental 
analyses are required and a negative detercination is recommended. The 
project effort is directed to returning the terrain to its earlier condition. 

C. Financial Summary 

1. With the additional $500,000 requested through this action, the AID 
appropriated total will reach $3,900,00. 

2. Overall dollar appropriation by fiscal year is as follows: 

. FY 75 IT 76 FY 77 FY 78 Total 

$3,000,000 $400,000 $500,000 $3,900,000 

*FY 75 obligation of $3,000,000 in the fo~ of a loan was converted 
to a grant in FY i6. 

D. Congressional ~otification 
A Congressional ~otiiication is not required by this action. 

E. Waivers and Imnlementation 
1. No waiveri are required und~r' chis extension. Since Cape Verde is 

an RLDC, procurement in Code 941 ~ountries and Cape Verde. will be authoriZed. 
I. : 

2. The maj or i:nplementing agency is the ~tinj.s:ry of Rural Developcent. 

F. Resoonsible ?~oject Office~ 
The responsible officers for the project are: 

. 
~/DR, Doris ~~son; and 
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Cape Verde, Merril Asay. 

G. Recommendations: 

1. That you approve this request for a one-year extension of fund­
ing for ongoing project activities by signing the attached PAP II. 

2. That you concur in the recommendec. ~egative Deter:nination by 
your signature on the lEE faceshee.t. 

I 

AFR/DR/SFWAP:D~n:mj:9/19/78 Clearances: 
AFR/DR/SFWAP:JR~cCabe (draft) 
GC/AFR:STisa (draft) 
AFR/SFWA: OLu-st .... i:-g~( c."":""r .... a-:£=-t"":"")--
AFR/DR/SDP:J~ixon (draft) 
APR/DR/~'iGR: ~q.lorga.l1t lir~tl, " '" 
uAA/AFR:w~_~orth ~~c . ~~B ~ort~ 



AMENDMENT 

PROJECT AUTHORIZATION ~~ REQUEST POR ALLOTMENT OF FUNDS 

P~T II 

COUNTRY 

PROJECT 

Cape Verde 

Rural Works 

PROJECT NO.: 655-0001 

Pursuant to Part 1, Chapter 9, Section 494A of the Foreign Assistance 
Act of 1961, as amended, (the "Act") I hereby authori:e the following 
amendments to the Project Authori:ation and Request for Allotment of 
Funds - Part II ("PAP-II) dated June 1, 1977: 

1. The amount of the Grant set forth in the first paragraph of the 
PAP-II is hereby incr~~sed in the amount of $500,000 from $400,000 to 
$900,000. ine additior.al funding provided under this Amendment may 
be used to finance the continuation of the Rural Works Project. 

2. Paragraph a. of the PAP-II is hereby amended to add the follow­
ing at the end thereof. 

"Except for ocean shipping and motor vehicles, goods and 
services financed by A.I.D. under this Amendment shall 
have their source and origin in countries included in 
Code 941 of the A.I.D. Geographic Code Book or the Cooperat­
ing Count~y, except as A.I.D. may otherwise agree in writing. 
Ocean shipping financed under this Amendment may be procured 
in the Cooperating Country or the United States; ootor 
vehicles financed under the Amendment shall be manufactured 
in the United States". 

III COla T. BUT01ER 

Ass1stant Administrator for .~rica 
SEP 22 \grs 

Date 



INITIAL ENVIRONMENTAL EXAMINATION 

Project Country: Republic of Cape Verde (Santiago Island) 

Project Title: Agriculture Support (Rural Works, 655-0001); Amendment 

Fundi!!.9..: FY (s) Z§. $500,000 

Period of Project: 1 year extension 

lEE Preoared by: AFR/SP~A I Owen Lustig 

Environmental Action Recommended: 

Negative Determination 

Concurrence: 

• Jack ~j i xon 
AFR/OR/SOP 

Assistant Administrator Decision: 
W COla T. BUTCHER 

APPROVED: ___________ _ 

DISAPPROVED: __ ~~~~~ ____ _ 

DATE: __ SEP_2_2_1978---. ___ _ 
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I. pescription of Project: The Rural Works Project was develooed for 
Santiago Island wnere close to half of Cape Verde's population lives. 
Four valleys, Ribeira Seca, Ribeira dos Picas, Ribeira de Sao 06mingo, and 
Ribeira dos Engenhos constitute the project area. The long-term objectives 
of the project are to slow the erosion and desertification of the four 
valleys; increase the productivity of the land; increase the inf1itration 
of rain water into the soi1j promote small irrigation plots for food crop 
production; and to improve the lives of the population. This will be 
accomplished in part thru this project by restoring erosion and rain water 
catchments which were bui1: by the Portuguese and have since fallen into 
disrepair. 

The project outputs, to be achieved through highly labor intensive 
construction and land clearing techniques, include the building of dikes, 
dams, retaining walls, and aqueducts for soil and water conservation and 
irrigation; and the clearance of rocks from areas which can be used for 
additional agricultural production. The U.S. financed input required to 
continue the project for an additional one year period is $500,000 to 
finance local currency costs. 

II. Examination of Nature, ScoDe, and Magnitude of Environmental Imoacts: 

(in terms of items on attached Impact and Evaluation Form) 

At the time this project began in 1975, the Environmental Impact examination 
was not required. In the meantime however, a thorough examination of the 
enyironmenta1 impact of the ~atershed Management project was completed for 
Santiago Island where this project (Rural ~orks) is being implemented. 
Given the small size of the island and the similarity of the activities in 
the Rural Works and Watershed ~anagement projects (both are to construct 
dams, dikes, terraces, etc.), AFR/SFWA has used the findings of the !EE on 
Watershed Managment as a basis for the r:co~mendation contained herein. 
The Summary of the lEE is attached hereto. 

III. Recommended Environmental Action: 

Negative Oetermination~ 



Checklist Summary 

A. Kinds of Effects 

Sectors Direct 

Natural Resources X+ 
Land Use X+ 
Water X+ 
Air 
Soils X+ 
Vege~at ion X+ 
Ecosystems ,X+ 
Human livelihood Systems 
Human Populations X+ 
Human Health X+ 
Anima 1 Health 
Cultural Health 
Regional Viability X+ 
Equitable Distribution 

Key: 

x = Consequence Indicators, with: 
+ = Beneficial; or 
- + lIarmful. 

Page 3 

Project: Rural Works FY 1978 

Indirect long-Tenn Short-Tenn System Sustainabi1ity 

X+ Good 
X+ Good 
X+ Excellent if rains come 

X X X+ If fertilizers and pesticides are moni tored 
X+ X+ Excellent if rains come 
X+ X+ Excellent 
X+ X+ Good 

X+ X+ X+ Good 
X+ X+ X+ 
X+ X+ Good 
X+ X+ Good 
X+ X+ Good 
X+ X+ Good 
X+ X+ Excellent 
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I. SUM.fARY·AND !?ECOMMENDATIONS 

A. Rec~endations 

The Project Paper recommends approval of the followi~g: 

Loan (~D years), 10 years' grace, 
~o interest) 

Total new AID obligations 

Waivers - Code 935 Procurement 

B. Description of the Project 

$3,000,000 

3,000,000 

300,000 

The Loan ~ll provide foreign exchange cost and local-cost 
finanCing to support labor-intensi-re rural • .... ork.s proj ects,J includi!lg lar..d. 
clearing a.:~d the constr'J.ct±on or access roads, conser'Va.::'on · .. o!'ks.J. and 
smaIl-1i-cal:'e f:or:.ga:tlcn f'a~tl!. L':'~. -Proj"e'"c't acti'/i ties 'o'/'il.2. be organized 
and" ce.::-:'ed - ou-£-by--t'he1,fintstr,rot Economic Coordi~ation and Labor of the 
Transitional Government of Cape llerde (TaCV). Rural infra3i:r'J.ct~e sub­
projects will be impl~ented using established procedures and practices 
for execution of labor-intensiye ~ublic · ... orks. T!'le Ministry has been in­
volved in such activtties for some time and does not expect to request 
any related long-te~ technical assist~ce, although the Ministry 'o'/'ill 
request short-term assistance in sub-project planning. Long-te~ tech­
nical assis~ance "~-1l be eligible for financing ~~der the loan, but it is 
likely that ~~ technical assistance provided by the U.S. would ceme from 
sources such as the Peace Corps or pri~rate and voluntary organizations. 
Short-tern assistance for sub-project planning would probably be proyided' 
by AID personnel. 

Because it has not been possible to carry out the ~etailed pro­
ject plar~ing prior to author:'zatien of the lean and executicn of the 
loan ag:-eeme~t, it is dif~icult to discuss the outputs ~d purposes of 
the t;.,ro t:la~or sub-proj ects (:oural :ooads, land and • .. ater de"elc?1llent) '.rl th 
any ieg!"'=!e of precision. Given the locg experience of the :~inistry of 
Economic Cocriinatien and Labor ~~th sioilar projects, ther~ is little 
doubt that the '/arieus inputs - management and aciminis"t:!'9."t:ion ;>rovided. by 
the Hinistry, skilled a..."ld unskilled labor by Capeverdeans, and ;>lanning 
and fL"lancial support by AID - can ~e combined success:~y :0 produce 
completed r~al reads and cense~'at:er. and irrigation works. wnether 
these facilities 'o'/'ili result in increased feed prcductior., ar:.d I.l.l:i=ately 
an improvement in the wel~are of :he resident islanders, ~e~e~ds er. a 
large nu .. :loer of i'acto'rs sucb as :hese noted. in the preli.z:lina:oy lc~::al 
frame'NCrk included 9.S .~ex A. below. A :ore ccmpl~te '1ersicn of :::e 
logical ~ramework ~ay be pre~ared as ~~e plar~ing for eac~ o~ the ma~or 
sub-project~ proceeds. 
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c. Summary Findil"';Ss , 

Althou~~ the impact of the various sub-projects cannot be pre­
dicted with any accuracy until after the detailed planning ~as been 
carried cut, it is clear that the activities f~~~ced unier the loan will 
have a significant first-round ~pact on ~age earni~s by poor Cape­
verdeans, since at current wage rates (rcu~~y $2.50 per day) the Loan 
could f~ance over one ~ill1on man-days of labor. Since alcost no 
Capeverdeans have an income of over $150 per ar.r.um, and sir.ce there are 
virtually no large f~ers who cculd monopolize the benefits of i~creased 
agricultural output, the lo~er-range benefits of the various sub-' 
proj ects should accrue almost entirely to indi 'liduals who :nake up t~e 
"poor ::laj ori ty" . 

The project ceets all statuto~J criteria. rt'shouli be :.oted 
that no 6ll(~) certification has bee~ L~cluded, since Section 611 of ~he 
Foreign Assistar.ce Act does not apply to the section l~der '~ich these 
funds are provided. However, loan f'!.mds will not be :nade available for 
each sub-project until the detailed plans for that sub-project ha'/e been 
completed, including analyses of technical soundness and plans for main­
tenance and utilization of the facilities. 

D. Project Issues 

The TGCV has requested that all .~ assistance be provided cn a 
grant baSis, but has indicated that it would prefer to receive a loan ~­
mediately rather than wait several ::lonths i~ the ~ope that a grant for 
the s~e amount could be provided at some ti=e in the future. Since or~y 
$2 :nillion in grant !1lnds is available in ?l 1975 ~or Cape Verde, an~ 
since the Foreign Assistance Appropriations Ac: of 1975 e~joins ~~ to 
provide not less tha.'l $5 ::dilion in assistance to Cape Verd.e in IT 1975, 
the best course appears to be to oake $3 million available as a nc­
interest loan in 1975 ·~th the unders~anding :ha~ AID Nill seek legisla­
tive authority to conve:-t the loan to a g;ant in :: 1976. Cape Verde's 
debt s~r/ice prospects are discussed in Section III.a. below. 

II. PROJ'ECT aACKGRCUND AND DET..ULED D:::SCR!?!'ICN 

A. Background 

The Cape Verde Islands are a group of f'!.'/~ islets a.nd 10 islands 
(nine of ~hich are i~1abited) 350 ~iles due west of Sc~egal '!.~ :~e At­
lantic Ocean. They are spread cver 3...'1 area. 150 :::1:'::S s~uare ar.:l :.av-;: a 
tota..:!. area of about 1500 squa:e :ni1-::5, cne-:"';::ur":h 1a=;er :har. p:.~d:: 
Isl~'1d. ~he pcpula~ion is est~ated ~t 2eO - 3CO,CCO, ~~d i3 ~rei~~i­
nantly of ::li.<ed Portuguese and African desc~nt.. 
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Cape Verde ~as oeen a Pc~u~~ese depende~cy since the mid­
fifteenth cenr;u:y. Follo'Wl.I:g the coup -.,hi:.b over-:~rew ?or:u.gal' s Cae:ano 
reg~e in April 1974, the Port~-uese Gove~ent recognized the right to 
i~dependence of i~3 .;trican colonies, ~cl~di~g Ca;e Ver1e as well as 
Angola, ~40zambique, Guinea-3issau, Sao ":'oee and Pri!lcipe. Ir.. December 
1974 the Por'tuguese Gover=:lent es"tablis.:ed the Transi tier..al Gcver:-..:nent of 
Cape Verde, made up of re?resentatives of Porr;ugal ~~d the Afric~~ ?~rr;J 
for the Icdependence of Guinea-Bissau and Cape Verde (PAIGe). 21ections 
'Will be held on June 30, 1975 for a Cocsti tuent A.:sseebly which 'Hill be 
empowered to proclaim indegendence (scheduled for July 5, 1975) and draft 
a constitution. 

The Cape 7er:ie Islands are sufferi!'lg .froe a sever.-year d.:"oughr; 
related to the Sa:::.elia.n d..rOu.g!l't in contir.ental Africa. The ~ought ;:as 
reduced agricultural eu'tput to about one-fo~h or one-fifth of its nor­
mal level and has :nade the econOI:lY tota.l..ly dependent on il:::port ed :100d :Oor 
subsistence. The ?orr;ug~ese Government has oe~~ providing $20 - $30 ~il­
lion per year in recen't years to finance Cape Verde's budget and balance 
of payments deficits, but has announced that it will be 'xnable to cen­
tinue large-scale assistance after indepe!'ldence. -~ile some Portuguese 
financial, technical and cultural a.ssistance 'rill conti!'lue after July, it 
will undoubtedly be sharply curta!: "~d. 

The TGCV has appealed to the UN agencies ~ to bilateral 
donors for i.ssist, .:: both in ::o.eeting its i!tmediar;e need. for food and in 
developing ~rograc~ co fos~er Cape Verde's econcmic develepment. ~e 
tnIDP organized a !:lission -.mich visited Cape Verde in lar;e Jar.uary and 
early February 1975 and included representa:i'les f:-cI:l :!:.:lS~ of the u~ 
agencies. Other bilater~ donors have been approached, altho~~, r.o in­
fOr.:latio~ is available concen:.ing the outccme. In respor..se to :-et.:;,'les-;:; 
made by Cape"erdea.~ cfficials du.ring a -v:,si t to the Sta:e Depar-;:nent i!'l 
March 1975, and pu=s~a.~t to the Foreign Assist~~ce Apgropriations Act of 
1975 ·..rhic!l s-:i;ula-:es t::a-:. net less t':.an $5 ::lil.:.ion be allocated for 3.S­

sistance -:0 the Cape Verde Islands, an AID tea!:l '/i3i tee. Cape Verd.e i!'l ~a:r 
1975 to :iiscuss assista.."lce ;ossibili:.ies. 'I'!'".e :e9.!:l concl'..ld-:c. ':ha: the 
U.S. shoul~ provide: (~) a.~ AID ~o~ of u; to ~3 millior. to assist in 
fi~a.~cing the labor-inte~si-/e const~.lci;ion of 1"'Jr~ · ..... erks, inc.l.'..:.di~~ 30:'1 
and water conservation · ... orks ~~d 10W'-standar::l. :l.ccess roae..:;; (2) an A'IiJ 
grant of'$2 million to enable the Gover-~e~t to cectinu~ the ~ubsi~i:ei 
sale of ~ood commodities in the islands; and (3) ~itle II f=cd c:~cd:­
ties in support of foed-for-work ~rogr~s i=ple=ente:i ~ith assi5:~:e f=:~ 
voluntary ~encies. T!lis paper disc~sses ~he prcposed $3 millicc :ca.~ fer 
Agric'J..ltural Support. (?ural. l";erks) 

B. ~oject Desc:'i?tion 

The plan to use all of the 4Ur.ds provided. '..1r.c.er the loan !'or 
rural works construction falls in t',o('Q categories: soil and ',~ater 
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conservation ~orks and tarm-to-market roads. T~e soil and water conser­
vation ·.rorks wou1.d be constructed pri:na:ily OD Santo .~tao, -..il1ch :"as the 
greatest agrical~ural 90tential of the 10 islanOa, ~a~ £Iso 00 5ao 
"iceIlte, Fogo, 3rava and Su:tiago. They 'JOuld inr"jC"" ';'0'" 
buUding o~ ·iik;s i:1 ',alley areas to catch alll:U~ a) so; J 5 • ... e..s.!:.ed... _ic~..m .. 
tro!n-th~~~l:lsi.d_e~ _ :iur~~the . .J:m~ . ~y __ S,PO!~;'9.."J..QU<>"'- ", 0 I down­
pours-; the coostr.!c'tion of !"eta~ir..g ·,.-ails to ~re'lent :urther e::--csiOD o~ 
:soils into valley a:ees . used'lor cro!= .?fi:::ductior!r-th~. ~ohsf:-uc~·lqn . oC­
stone end concrete aqueducts to pecit the irri6a:ion of ·,alley 3.:'eas re­
claimed t~rougfi the ~~:~sJste~; and the cleari~g of rocks ~!"CO ~reas ., 
that cen be usee. ~or ;:astu!"a;e or c!"cp ;:roduc .. !.on ~iJ.i!le ... a..""=.-to- ma:ke-c 
road.~.let:ed. wouJ.d.-..Oe...oc.--S-a.n.:tcl...tao e.tld 'Would total about 4C :tiles 
in t· ... o se,m",.,ts. ~e !,oads would pe::ti'~e ~ta:ff3~6rto'!' ·-ag:-:c'ill.::l~il ·-· 
pMaUc't-s flCt!Ct1le !!.I'c!li(lelago's :lost productive a;r:'cllltural area. to the 
port city of Porto Novo for transhipment to ot~er islands. 

The overall project goal is to inc~ease production of ag~~cul~ 
tural prcCucts and thereby i.!J.c!"ease smal). ~a."':ler i!l.comes and reduce Ca;>e 
Verde I s dependence on :!J:lported food commodities. The pU.T?0se 1.:1 -che case 
of the soil and .C'.ter conser'lation .orks 1s to iJlprove a.."!.:1 i!lcrease t!i~ 
soil and wate!" ~esources effectively available for cr~p production. In 
the case of the !'a.."":I.-to-marke't roads, the p.ll'.pcse 1s to increase the ef­
fective farmgate price to the fa.~er by tnprovi~g ;hysical access ~d re­
ducing tr~s~ort costs. The projec~ out~uts are completed dikes L 

retaining da"S, and acueducts, clea:ed !'ields,-and cocple~ed ~a~-to­
market r oad.3. The c.ajor assumptions are that the !'1l!'al works ·.nll In 
tac:t-1::l"pro'le soil ac.d ".Jate!' !"etentioll and sigr.lficantly i.;!J.pro'le !'oad 
access, a.r.d that the other aspects 'of the c!"op production s:;stem - a'l.!!.il~ 
ability of ~aterial and human ~puts, techniques, incentives, etc. -
are less bi~dL~g constraints then the absence of the ~orks to be con­
structed. 

III. ~Ou"CT )~YSIS 

A. Tec!l::::.ical A.l:.a..!.ysis 

The conservation works and roads will be constructed unCC!!' t~e 
supervision of the Mi~istrJ of Econcmic Coord:!lation and Labor usir.g t:a­
ditionu stone· ... ork des:gns a.nd tec.1...'liques "..-bieh have evolved and :een 
applied for decades in Cape Verde, 'r.le dikes and. !'et.!.i!li::.g · ... a..:.!.s · .. ·cu..!.:! 
be built of either Ilr'.m.ortared or !!1ort.ar~d. stone, · ... nile the !'I.q!'!e':"~e:5 
' ... ol:.ld '.l.se ::crtared stone . T~e :os<!s · ... 'Cui.:. '::Ie of :::'e cobbles:Jr.e :::-;e. 
Const::"".:.c-=ion ::let:,ods · ... ·culd. b'! h!,gtl:.r le.oor-i=tensi'le , si!'.ee the !:·C'f :'.s 
pa.:-':icula..rly i.nt~:'!s;;ed i~ .:he ~=;loj~en;;·gece!,3.tion 3.s;ects o:~ ::'e ;:ro­
Ject and since stonework is'iche!'en~l:t le.bo::---i~'tens:ve in &nl case. 

• 
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The reI has l.!'lc.tcatec ttat it has the capecit:,- ·ccth to pl:lr. 
and inple:e~t the ~~~al ~ork~ p~ojects ~d is cux~ently prepe~i~ detailed 
plans ~or ccnstr..:.:'ticc. of the ·..rorks i.." vs.::-ious !.ocatior..s. AI:) '~ill re­
quire tta~ suc!l pla.r:.s be subcieteci. and. appro~/ed by AID ?rior to rel~e.sing 
8J!y i'U::.ds under th.:! loan. 

The C.ave~ent has not jet submitted detailed COSt est~etes 
or construction schedules. Eased en s~ilar !'oad. .::onstl"'lc:1on acti'/ities 
in other parts of Ai=ica, the cOSt of the fa~-to-~a!'ket road ccnst!'uc­
tion should be on the order of $10,000 per ~ile, or $~CO,CCO for th~ t~o 
road.s pl~ed.. Al.!.owi:.g 25~ for cont!.ngen.ci~s, the cos-:;; crea.~.:io·,,"':l ',oIcul;! 
b~ $2CO ,COQ ~or t::'e road cOl:Oponent end $2, 5CO ,COO fo!' !"lral · ... crks. ~he 
b~ of tne costs ~C~~ be local costs, but tnere ~cul~ ~so ~e foreig~ 
e:<cc.a.o.;e ccs-:s re.lated t.o the purchase .of C2lI!.e~t .a.::c. har..:i tools. Since 
it wou.!d be p:-.ohibiti·lel.i' time-consu:.i::.g ane. ~:~ensive to sh:p ce::.e:lt to 
Cape Ve:-de !':-CQ. the U.S. vie. ?ortug2.l, =~ent · .. auli ':;e purchased i::!. 
Pcrtugal 'mder e. Code 93; fl8.1ver if necessary. If possible, !:I.e·,.,e'/er, it 
',roulc!. be ;:u.r:.!:I.ased in ~earby .-\frican cau:c.tries, aU .of which a!"o;! i;lcl!.laed 
ir. Cede 941. It' ha:cci. tool.:; are available on Cape Verde a."la. acly small 
~eUI:.ts :a.re needed, the:,- wculd be ?u:chesed locill:r u..;,der the ap;l::':eo:!..;: 
shel!-ite~ procuremer.~ previsicns (~p te $2500 per transnc~icn, egg:-egete 
value not te e:<ceed $100,000). If hand tools ere tlct available lccally, 
they ,~ be ?:-.ocured i~CO the U.S . .or from Portugal under the Code 935 
wai'ler. 

The e~virorJnental impact .of the projec: ·..rould be ~av.orsble, .!f 
c.or.st!"1.:.cted p!'epe:-l:r, the ccnsE!'"/ation ·,.,orks "..till contr.ol 3cil e:-csi.on 
an~ L~c:-eese the rate .of Qcistu:e rete~ti.on. The roads ~ll oe ceo­
struc:ed ·~th adequate ~ainage ·~rks tc assure that n.o~al drai~age pat­
terns a:e nct deletericusly affected. 

B. Fi!lanci31 Analysis a:lc. Plg,n 

The Toe"! has nct sucmi t-:ed ~ estimates .of the COS1'; o .. ~ cain-
t., •. •·•· •• ~ t"'a _ ....... ' '''''' r'5 ·C"5·-'C"""".-I ·' .. d ...... -:... ... 'oe.:· (Oo"' .... "''"~.,- CO'" •• _... ...... ~ _.:::...L. ..... ". '-._...... ~'- .... "'-. .... :..,_ _ •• • __ • ___ •• ~ .:. .. .:. 

ether than :::l.a.i!lte:;l2.1'lcS! 'rill be nil.) Eovever, cost ::nei::.tS!~a=.ce · ... -ill !lrc­
babJ..:,- be carr:'~d ou~ by l.ocal :'a..~e!,s. Ma.i:~:ter.2:lce cost.s r~:fl:ctei i!'. 

Goverr~ent budgets sh.ould be virt~ally con-existe~t. 

Since the section .of t~e F.o!''!ign Assista.'"lce Act '.!r.c.er -..t::.::-. t::: 
i'uncs ar~ bei!'l.g pro'/i:'ed. d.oes net stip'.1lat.e a m"!..,uWl ccr.':.:iJlJ.ti=::: -:c ;r::-
je-t ~l .. " ... C~ ~- ·0" .. "' ... '::.0·.0'-"...... ~TTI;.r:! l' "'0' r.·u~ ..... Q.,'r :., ... s~ _fOO"-- ... . - __ ........ _.~ :J ..... - .... -_ ,,--, r~ __ .... -"'! --- -v·· .... - - ....... .. 
fL'~cial co'C::r::=u~icn to tb.e ?rO~ect. Gi·/er.. :he :U!":-o;!::-: :l.:.':'ge':a!"j" ~:.t'.!a.­
tion , i::. ·..roul:! 'ce ·/:;'rtual2.:r i!l~C'ssi·:Jle :"0:' -:;"e ~eve::-:".:.-e!Ot t;.0 :C:'_\::':'":''':'-:: 
an:! :!:.or~ .. :13..'1 :he sal.ar!es of :jo'/er:-.::1;O~ :5:3.':':' invcbe~ ::: ;r:j;c: ?l~::.­

ni..'16 'l.!!d. :'::;llS!:-.e!"".:3.~ :'cn. '!'hi s ·.lculi ·ce ;x:!"e:ely lll"'..li~elj- :.0 9.;?rcac~ 

$1 :lillion or -;be o;!q'.li·/ale~t of 25~ o .. ~ project costs ::.or=.all/ req'.l:!"ei a:5 
a 3.orr.over c.ontrib~~:cn. 

/ 
I 
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As noted above, ~~e TQCV r.as requested t=at t~~ en~ire amo~~: of 
the AID ass!st~ce oe p:ovided on gr~t te~s. Alttou;r. A!J :u~etary 
availabilities preclud.e !lrov:!'d~g :ore than $2 aillian of the $5 c:.illioll 
as a gr!!..'":.t at this ti.ce, AIr) -.nll consi':'er conve~Ug t.he lo8.!l to a 
grant L~ ?Y 1976, subject to legislative authorization. 3eC2use Cape 
Ve: .ie 1s likely to remai.:l & menber of the Portuguese escuc.o ~one for the 
fOl'eseeab'::'e !'uture I '..nth virtually c.."lli.!:l.ited access to the I"1:Ireign ex­
cl1fonge :ese!""les of Portugal, Cape Verde I s debt service capacto:y is a 
t'uLlction of 'rGCTf's allility to e;ecera:te reca:rent budget surpluses suz"fi­
cient~ large to pe~it payment of principal and interest 00 lo~~s. The 
Cape '/e:ie Vover:".:lent has bee.!l able to maintai:l a 'oa.!.anced :eC'.l.!'!'ent. 
budget in ::-ecent :rears J but wiil be very ha.!"d-p:-essed. to do so in coming 
years i~ the ~ace of dcmest1c p:-essu:es for increas~d Gover~~ent se:-­
vices cc::z:bi:::.ed. ·.rt.tb declining ?cr":'..4,;J.ese assist.ance ii!.."ld ~cert.2i:1 revenue 
prospects. ..u~hol!g.'1. comprene!lsi'le budgetary data :!.s aot a:lailable: 
figures proVided. by TGeV officials i:l.dicate that. revenues i::. 1914 were 
$11: miilien, ·.mile expenditures were $40 millien, leaving !i $29 million 
defiei t . Projected 1975 reve:lues and expe!ldi tU1"es are $12 !!lillian e.nd 
$45 ~ionJ respectivel:r; the projected deficit is $33 :dilion. 

C. Soclo-~cor.ccic )x.alJs:!.s 

Labor-~tensive ccnstruction by ~ork brigades has been a feature 
of Capeverdean life for decades and should present ~o ?roble~s of accept­
ance. wbil~ these oetbods ~ay be identi1ied in some islanders' oinds 
with the cclonial regi:ne, the fact that it is entirely '1olu.'1tary and is 
un~ert~~e!l~y the ~ost-ir.de~ecd~nce Gove~ent (and the fact that a~os~ 
00 other e::?loymen~ is available) should be adequate to assure !i suffi- '7 
cient suPPl:y of l.=.oor for the project at the ?roiQu1 './Pi:><: ,,,.:0 :;,,_ ' 

escudos per day (about $2.50 at the cu~rer.t exc;~lge ~a~e of $1 = 23 
escudos). '~e utilization a::d r:a.intenance of si::lilar faciltcies is also 
traditional and should present no probl~s, 

The L~cidence of project benefits is diffic~: to ?roject in the 
absence of :!I.c:'e data. The ·..,age pa.:f.:1ents ::lade to labcrers on the ?rcj~cts 
''''ill acc!'Ue to .... orkers '~ho ' .. oul::. ot.he!""~se oe 'J...'l-

e:::lployed. ·,.jorkers .... i.ll be, assure t..':at. ~oos are eC-"'lita::'lj' 
distributed ~o~ families. Employment by one · ... orker ?er fa:ilj" '~ouli 
yielc a family inccr:::e equ1va.!.e..'1t to about three-foU!',:hs of the 12'/e1 of 
averase fB.C\ilJ i~ccmes based on ?er ca?ita GNP ($600, '/ersus s5co for a 
famil:r of fi'le on an 3rulual bas:'s). The irlcide!:ce of Je!"',ef~:s !'!'.crr. :::­
crease~ agr:c~tural pro~ucticr. ~s not kr.c~n ~i:h gr~ p:-eci3i~~, si~ce 

the On.!.l in.!'cr::s:t!.o~ available en Capeve!'dean ler.:i ~;::'..lre is :ha: :': 
'Ia:ies frc~ i~l!i::d to islar.d ar.d th!it large :!!c.!.'/i.:iual la."lc..~ol.ii:l.gs are 
unusual. ':'his and the !...:J.pacc of ~r..e proj~ct on wccen .... ill ':)e :'n'/es ­
tigated fuz-:';ner du:ing the revie'''' of the TGCV project: p:la.."1.s. 

, , 

,,' 
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With r~s'Pec't 'to ecol!omic a.."laJ..:rsis, it :::as ~ot o .~en '9oss:!::ll~ to 
qua:ltify the project benefits, althol!g!: this W'ou!d. be f~asible if a.ie­

'quate .data ·"ere a.va~al:le. TIle p:-oject :ices ?rooa:-Jly represent -:!':e 
leest-cost ~te:native i3 terms of :ons~r~c-:icn ~ethodsJ alt!':ough i~ 

"lfOUld be possible to :-educe i'i:le.c.cial costs f'u:-t."le::- "by paying lower 
wages. The economic cost of the project is close to ze:-o, of course, 
since the opportl!nlt7 costs of the ~aterial and labor resources to be 
utilized (With Ule possible e:<ception of supe:vi30ry personnel) are 
zero or close to zero. 

The rural. 'IfOrks projects will be plar::.ned e.:lC a.d:!inhtered ":Jy the 
Mini,st:"'J of !:concmic CcordL'lation and Labor 4hich is super-/isir..g si:nilar 
projects dot the present ti::le. Since PortugueS! fine.."lciel assistar.c~ ( a.'1d 
thus oc.goir..g public '",or~s projects) ·.rill be st.:bstenti~· reduced. ,li'ter 
independence, availabUit:r or." plann;ng acd 5c.pe!"'"/iso:-:r staff sbot;,li ::ct 
be a probleo. Altnol!gh AID has not assessed the Ministry's m~'1ag~ent 
capability in this area, the fact tha.'t the :I.iz::.istry 1s success;;;:Ully 
carr~ out $imilar 'Programs at present suggests that it is ade~uate. 

AID will administer the project frem Washington '.nth field 
monitoring provided. from Lisbon (or other of!"iccs) as necess3.!'Y . Nego­
tiation of the Loan .~ree=ent, review and approval of detailed projec~ 
plens, issuance of implementation letters ~d evaluations of progress 
will be c&!'ried' cut by 'I'Iashington staff ar.d COI!.sulta."lts J incluci:l; a."l AID 
Project Officer and various pe:-sonnel .,rith e:qlert:'se in !"Ural 'NOrks con­
struction and agriculture, Routine adv~~ces and rei:.bu:se=e~ts for 
local-cos't finenci~ ·.rould be processed by AID's Lisbon of!"ice . The 
Lisbon office would also proy~de support for ~~y offshore ?rocure~ent, 
but ~or respcnsib11:.t:r would lie with Washi~von. 

B. I~pl~entaticn ?lan 

The proposed ~roject schedule 1s as !ollows: 

Loan Authorization 
Loan Agreecen't Signed 
AID Te8l:l lf1.S!. t to Cape VerdJ} 

June 1975 
Jun. 1975 
July 1975 

y )E te~ to i::.clude a ;:-cgra."t ~2ne.:a.!.is-::, ~sr:'c ·.:.l:'..l::-:l.!.i~-:, ::-'~a2. 
works specialist, ~C ?rocu:e~2z::.~ s:eci~!.~t. 

., 
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Conditions Precedent Satisfied 
First Adv~ce ?rocessed 
AID Supervision TeBl:1 Visits Cape Verde 
Final Re~bursement Processed 
Project Evalua~~d by Borrower and AID 

July 1975 
August :975 
September 1975 
December 1975 
Janua.""J 1976 

The AID team which visits Cape Verde in July '~11 agree on de~ailed i:­
plementation prececiu=es ""i1.th the Gcver-..ment and will pre;a.re a."l appro­
priate implementatien letter for issu~ce. As ~oted above, t~e ~ulk of 
the loan '..nil be disbursed in the :'e!":l 0:' local cos~s tc pay " .. ag.es to 
laborers. I~ is eX?ected that the ~V 41.11 =equest t~at se~e of :he 
!Unds be used for t.."le proc'.lXe!:lent of Ce!!lent a.'1d a~propriate ::J.and teols. 
Althou~ every effort will be ~ade to purchase cement L"l Ce~e ?~l co~"l­
tries in Africa and to procu=e hand teols in the u.s. or Cede 941 coun­
tries, t~i~~ considerations may make i~ r.ecessary to proc~re :c.e ce~ent 
or scme of the hand tools in ?ortilga1.. Since the T':{;Y inte::ds to ,:..r~:,o/' 

down the loan proceeds rapidly in er~er to provide wage paj~e::~s ~or 

other..rise unem~lcyed Capeverdeans, lcng procurement delays due to ship­
ment from the U.S. :'or critical items such as cement a."ld ~and teels 
would preclude achievement of the i.ml:lediate objectives of the pro~ect. 
Consequently a Cede 935 source ar.d orioin procur~ent waiver r.as been 
included in the loan authorization (see ~"lex E) for up to lC~ of the 
lean ~ount (or $300,000) to per:it proc'.lXement of Portus~ese cement or 
hand tools if necessary. 

C. Evaluation Plan 

An evaluation plan '~il be prepared duri:lg the visit of the 
AID team in July. It is anticipate~ that the project ~i11 be cempleted 
by the end of 1975 and will be evaluated in early 1976. 

D. Condi tiens, Cov-=na..~ts and ;fegetiatir.g status 

The Loan Agreement "~ll inclu~e the no~al proce~ural C~r.di­
'cions Precedent to disbl.!.!'sement (legal opinion, signat~e.s of auti:or:ze~ 
representati '/es) 9.S • .. ell as 3. Cenc.i ";i~n ?recedent requiri::g c...cv 5UCC:'5-

sion and AID approval of final plans ~er t~e project. T~ere w:ll be 
none other :!lan standard cove!lantz. ~e Loan Agreement · .... :.:.1 ':Je ~ego­
tiated in Cape Verde during the week 0:' June 23 and sig~e~ by J~e 3G i:' 
possible. 
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1)00 ... t ilb~ for crq, pr.!'luction lind 
.... lrk'!tl"9 and ",Ill be w.k<"JI ~':.ely 
,.., lnt:llncd 

nlnl~try or E.:nn"orr.le CrrInl;C'I'Ition 
~"" ;.,boro Col.""' eUeeU,"""Oly orc;. ..... I::oe 
lind .wnl~tcr rural oo:Jr\o;s (r".r.1;tnJc:­

tie.. Yithout IIddltJ~ ~ie.al 
lI!IISb~1In(lD 

fflIO©Ill®~Ol!llm ID ~1ll®fflI fil~@li' 
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ANNEX C 

The ::conomy of the Cape 'ferae Islands 

1. Bac~::,ound. 

The Cape Ve:-de a::,c~i?elago consists of five islets and 10 islands 
(nine of whi~ a::-e inhabited) situated about 35C ~iles due ~est of Dakar, 
Senegal and dis~ributed ever an area about 150 miles wide. T!l:e is!.ands 
are of volcanic origin ~~d are characterized by steep mountainous terrain 
(altitudes up to gooo :'eet), rocky lar.dsc's'!)es and '..Jidesprea:i, serious 
erosion. The total land area is about 15CO square ~iles ~~d the resident 
population is estimated' at 3CO,000 or an average of 200 pe::, square. ~ile. 
Nearly half of the ;opulation lives on the isl~d of Santiagc i~ ~~e 
sou~h; the remaind~r is concentrated on four other islands (see ~~ex 3). 
The only large towns are Praia on Santiago (22,000) and the ?ort of 
Mindelo on Sao Vicer:::e (29,:00). Habitatior.. began i:: t::'e 15':h Ce:lt:J.!":l 
with the settle::lent 0:''' slaves from Africa ar.:i ';b.e arrival of Portilguese 
settlers.!'eday about 75~ of the ?o[::ulation i.s of ::lixea race. Cauca­
sians on the islar.ds probably number less th,~ 3000. The [::opulation is 
predominantly Catholic. 

Overpopulation has been a serious !)roblem since probably the 17~~ or 
18th century. Rainfall r~nges from 5 to 20 L~ches ~er year i.n good 
years, but d:-ou~t is a constant threat. In the last 200 years nearly 
200,000 Cape Verdeans have died in drought-related famines. In the 20th 
century, there have been more than 20 years ~ith a!.most no rain, i~clu~l~g 
a sustained drought which lasted from 1940 to 1946 and the present dro~ght 
which has lasted since 1968 and is probably related to the drou~~t i~ ~he 
Sahel. Population pressures have resulted in large-scale emigration to 
the U.S. (beginni~~ in the early 19th cen:ury) ~~d ~ore recently to ~u=cpe 
and A:'rica. There are ~ow an estimated 3CO,COO persons of Cape ~lerdean 
descent in the U. S., anel large nu.:nbers of Cape Verdea.~ ir::migra..'1ts .. lorki::g 
in Portugal (hO,ooo), Se~egal (40,000), ~ollan~ (5000) and other ~u=~pe~ 
and Af=ican co~~t=ies, particularly Guinea-3issau. The cha~ing situation 
i~ Portugal ~ay lead ~o a substantial i~f~~x of returning workers, ~l:~cu~~ 
this could b~ largely offset by the increase in Cape Verde's i=migration 
quota to th~ U.S. (frcm the dependent area subquota of 200 per year :0 
20,000 u[::on ~~de~endence). 

The Cape Verde Islands were discovered in the 1450s by Pcrt..:.gal s.~d 
became a major port of call on the r:ari time routes lin..l<ing :-iorth ~.r::.e·:':':::a 
witb Africa, South ~merica '~th Europe and ~~cpe ~itn tr.e Indian Ccear.., 
The ar~hipelago was a colony of Portugal :rcm ~he ~egir_~i~g. T~e A~~::ar. 

Party for :~e Ir.deper..c.er..ce 0 .. ' Gui:lea-3!..ssau and Ca!)e 'lerc.e (?AI:~) · ... as 
"'oun"';orl l'n 1-':'" '0,/ C~""e 'lo"'''e''''s :> .. ,; "'''e .. .,t-e'''; c1 ., .. ACI ....... J- oi'j ; .. ,~." .... o ··""~ ... o ... ..... __ ,. -'":J.,IO '-~ _._ ~ , ~ .... "'"':- _.::LoJ ___ .'-_0,:)"" ..... ___ .... __ ~_ ,_. __ 

'.lntil after :~e April 1974 :::Oup in ?or:ugal. In Jec~!:lber 1;'7L ':::e ?~::-:.~~ 
guese Go'ler:'..=len~ s...~c. ?UUC :oeachec. ag:,ee~e::: on the :'..ltJ.re s:a:'..:.s cf :::-: 
isl~ds: lmd.er ':ae ag:'eer::.ent a. pro"isic~al gC'/er~ent ::::.a':'e :..:.p ;:,:' ?ur::..:.~ 

guese s..~d PAIC-<: repr-:sentatives i3 to ho:~ po'~er pcndi::.g ':he elec-o:.:'on 0:" ~ 

Constituer..t Assembly on June 30, 1975. !'he assembly '~ll ~rocla~ ~~= 
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archipelago's independence as of July 5, 1975 o.nd w III II ru l'l :1 \ '\In::! i I 11-

tion. The issue of the relaticnshi~ between Guinea-Biss3U 3nd Cape V~rde 
will be negotiate~ following ~dependence. 

2. General ?eatures of the ECOnO~yll 

Cape Verde has a poor natural resources base and gene:ally suf~ers 
from i!ladequ.ate rai.n~~all and water. T!lree of the islands (Sal, ~taio ar.d 
Boa Vista) are almost entirely salt and sand. On the other islands, there 
are only smo 11 areas in valleys or at hi~ altitades ~TIere v~getaticn 
grows." The present drought has vastly reduced the ~cunt of vegetation 
on the islands, but even in periods of no~al rainfall only four of the 
10 isl~,ds support agr~culture. T~ere are some limi:ed ~ineral rescurces, 
in"'lud~~~ sal'" ""O"''':l'a~o (a '/oJ .... o·n~c ",",.,(''..r "SO"; ;., co"'on'" ..... ~...:,·,..-~o.,) .... ---.:;;;;J "" ~ .................. -- ..... ~- - --_..4 ____ '" ---~ - - ..-------1-_...,_ W , 

limestc!le a.:ld t:ao.!..:.:l. ~d other ~1ays. Cr.e ::ajar asset is Cape Verd.e's 
location, which places it at the intersection of several sea a...,d air 
routes ~d Ul "the center of a rich fishi.'lg area. Cape tlerde' 5 pec.ple are 
another significant resource. Cape Verdeans are generally regarded as in­
telligent and indus~rious, and tradi~ionally filled middle-level posi:ions 
between colonizers and the indigenous population in Guinea-Bissau and 
other Tr'lest African s;:ates. Also, large nLU:lbers of Cape 'lerdeans have 
learned valuable skills as worke:'s in Africa and :::urcp,~ ar..d. in so~e cases 
the U.S. In terms" of human resources development, Cape Verde ~s probably 
more adv~'lced than other African countries at s~ilar levels of develop­
ment. 

Data on Cape Verde's economy is sc:u-ce and in many cases inconsistent. 
Such national account3 data as are available suggest that Cape Yerd.e I s" 
GDP as of 1972 'ms on the order" of $50 ::lillion, or abOll~ .$160 per ca~i ':a; 
the fi~~es for 1975 are undoubtedly cuc~ higher due to inflation. !hi3 
fi€;1lre probably L"!cludes value added related to Portuguese budget 3:..:.b'len­
tions a..,d · .... orker remittances, ~d thus vastly overstates the productive 
capacity of the islands. Co~erce accounts ~or about 5C% of GnP, ~hile 
agriculture and fiscing, as a res~t o~ the long =xcught, ~ow account for 
only 10% (as cOt:!pa.:-ed with le% in 1955). Ca;Je Verie is produ.cin,g cnly a 
small fraction of its food requirece~ts (e.g. UCO tons of =aize in 1974 
as cOl:lpared ' ..... itt. 1975 require::e~'ts of 40 ,CeO-50 ,oco :ons), althcugh even 
in non-drought p~riods it probably ?roduces less than half of its s:..:.bsis­
tence needs. According to f'igures provided by the Provi3i~nal Governce!:t, 
public secto!: e:<pe!".ditures in 1975 ·..rill 'oe $45 ::1il':U.on, of -..rhi::::J. .512 
million -..rill be financed from domes~ic ~evenues and the re::ai~der from 

Y Most of the followi::..g is d:a'.>lll f!"'om ~""N Ge!1er2..l Asse::bly ":\e~or"': 'Jf :: .. ~ 
United :.raticns ~/is:.'~ing ~issicn :0 Ca?e 'Ier'ie", April "':..7, :!.97:5, :...~d. 
Etuc-: ~ccr.c::l:'q'..:.e ·:'e l' .~.;ale, :it.:. ~cza!:.bi~ue, it! Car-·ie~:, :-i.e ~a 
r. .""'.::l -~...... ~Q .... a -,1"'\ ...... ::...,...;""'''''~- 3 ..... ~;.:. .,-~T, ;.:Ul •• _e-.:' ..... a.u, _~ ;:) 0 ... ~_e _ ....... \,;.,..e, r:.l;:,.,e __ s, J..;1' .... 
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Portugal and other sources. ~ojected t:ports for 1975 are $42 million, 
while exports are esti::.ated at on.l:r .$2 million (primarily fish, bananas, 
salt and pozzolana). The deficit is to be financed bJ ?or~u~ese aid, 
worker re~ittances (which probably average about $6 ~illion per year) 
and other :Ooreign assista..."lce. During the period of the d.roug.~1: Porl:u­
guese fin:mcLu. assistance has increased from under $10 ::lill,::.on in 1970 
to $19 million in 1973, $30 million in 1974 and $20 million in ~975 (for 
the period up to July 5, 1975). TIle ?ortue;uese Goverru:e!lt has indicated 
that it is unlikely to be able to con~i~ue financial assist~~ce beyond 
mid-1975, although technical and cultural assist~"lce should con1:inue. 

Unemployment in Cap~ Verde is very high. Since a hi~~ perce~tage of 
~~e males i!l :he 15-45 age bracket seek work abroad, :he resiienl: popula­
tion i!lcludes a disproportiona~e number of children, wo~e~ ~~d old p~ople. 
Of the ac'ti'le resiie!:t populaticn of 85,Ooo-90,OCO, only about 2COO are 
employed i~ ~L"ling and canufacturL"lg, and 2000 are emplcyed in fishing 
and fish processing. Perhaps 10,OOO-15,OCO are employed in cc:merce and 
in the se~/ices sector. The bulk of the re~ainder would ~o~allJ be em­
ployed in agri~ulture, but as a result of seven or eight years of ~ought 
about 60,000 of these can only find work on Port~guese-financed public 
works projects (primarily road const~~ction). If changing political cir­
cumstances result in the return of substantial numbers of cigran~ Horkers 
from Po~ugal, Senegal, Guinea-3issau or other areas, the un~ployment 
problem would obviously worsen. 

3. Agriculture and Fishin,sY 

The agricultural potential of the Cape Verde Islands is severely 
limited by climate. The isl?~ds are i~ t~e pat~ of ~ort~east ~r~de winds, 
but by 'the ~~e the prevaili~g ~~nds reach the islands t~ey ~re insuffi­
ciently wa.~ to be heavily moisture-laden. Consequenl:ly, r~i~fall is 
limited except for those areas of the isl~ds -Nhere the ~ountai~s are 
sufficiently high to provide a barrier to facilitate precipitati~n on t~e 
windward slopes. The present drou~~l: is probably related :0 the S~~elian 
drou~~: but may also reflect long-te~ c~ar.ge5 i~ the C~pe 'lerdean micro­
climate. The islar.ds have gradually been ~enuded of vegetation by the 
depredations of livestock and the cu~ti.."lg of firewcod; ::'e 'oare soil is 
now heal:ed by the sun and resul:~: rising currents of hOl: ~ir ~ay ~e~d :0 
repel ~oisture-laden clouds. ~is leads to !urther des:ruc~ion of vege­
tation, perpetu .~ting :l vicious ci.rcle of ecological deterioration. 

Arable land totals about 2(;0,OeO acres, or roughly 2C% 0:'" Ca;e :'erde I S 

total land area. Much of thi~ area, ~o· ... e"er, can be ~sed or..lj' after ·oe:'::~ 

ThiJ sect/ .. on is based. par::al2.] on Trevor :\rscot::, "~::e .~riculture of 
the Care :'er1e Islands s.nd Potentiel :Oor I:nprovement", ~!ay 1975. 
Professor Aracott is an AID consultant. 
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cleared ot' rocks and subjec't to the avallQ,bilit:r of atlequul.u :nOl~t..:r·:o 
(Only about 7000-8000 acres are irrigated at present.) According to the 
~ost rec~~t available data, ~he :ost ~~ortant crops L~ nermal J~ars are 
maize, °.mich occupies about 42;:'::0 acres, beans (36,000 acres), sweet 
potatoes (18,000 acres), sugar cane (no acreage fie~es available), and 
bananas (6r.00 acres). Other ~por~ant crops are ~anioc, coff~e and gea­
nuts. Production of all major crops in normal years has been'on the order 
of 75,000-85,COO tons, but productien fell to 35,COO tons in 1969 and 
22,OCO tons in 1970, and ~as probably continued to decli~e. 3~~~~a ~~d 
sugar cane are produced largely under irrigation and consequen~ly ·their 
production has suffered rela~ively less during ~l:e d:eu~!:to They ccr..~ri­
bute little to meeti!lg Cape Verd.e r s food require!l1e~ts, hO·..Tever, since 
:nost of the bananas are ex;;orted to ?ortugal a:.d the sugar cane is u.sed 
a.l.:nost exclusio/ely to produce li~uor. The ?ro'/isienal Gover~'!'ent !las 
esticated food requireme!lts in 1975 at p...bout 70',CaO tons, incluii:-.g 
40,000 tons of maize, 80ca tens of beans, 8000 tons of maize and casava 
flour and 4500 tons of milk powder. 

Little information is available concernL~ l~~d tenure, agricultural 
production techniques, availability of research results, the marketing 
system, livestock, or the natur~ and adequacy of institutions serving ag­
riculture. The Portuguese Government was active in carrying out various 
investigations, establishing de:onstration fa~s, introducing crops, pro­
moting the exp~sion of irrigated acreages, training agriculturalists, 
etc., in the past but no cempr~~ensive assessment has yet been carried out 
concerning the present situation i~ agriculture and possible future plans 
and priori~ies following independence. 

AIl AID consultant '.mo visited the Cape ~lerde Islands in ~4ay 1975 has 
rece~ended on the basis of his brief recor~aiss~ce surley tha~ the 
Government of Cane Verde att~n~ to establish ·..The:her :here is ade~uate 
grcundwater on the two larges~·i51ands (Santiago and Santo Antao) to per­
mi t the d.evelopment of irrigation en a ml.!ch larger scale ° I f ~rou...~d...,a"C~r 

supplieS are adequate, the Gove!""'..!Ile!lt ·,olould for::ulate an integrated fi "/e­
year program for the agri~~tU!'al developmen~ of the two isl~~dso The 
major ele~ents of such a program as reco~ended by the AID consult~~t 
would be develop~ent ot irrigation systems, possibly usi~g wi~~ill p0~er; 
construc~ion of additional dikes, terraces and roads using labor-i~~e~s~ve 
methods; establishment of de~ons~raticn fa~s for maize, peas and scrg!:~; 
trai~i.:lg progrSl:l..5; ~d in.,estigatioc. of the use and lccal x.ar..u.factur~ ::;:"' 
relati'/ely sitlple fa.."":!ling :::lacni.:le!"J such as haz:.d.-po";ier~d pl3..~:e!"s, s.-:el­
lers, threshers ~"ld spn.yers; and e:c;;:e!"i=er.tat:::m · ... i:~ ::easures ~o en­
courage the use of 3ugar cane for sugar ~rcduc~ion !"a:ter ~t~ :he ~r~­
duction of alcehol. 

There is lit~le infor=.a.tior. available o~ possi~le other d::;nor aS3:3:­
ance for Cape '/erde'.3 3.g!"icIJ.l:ural sector. The L~;np ·,.jill :':n:.nce a :O"C-Cla:1 

groundwater research teem to prepare a "..Tater de"~lo;me!lt plan :.nd fu.!"ther 
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project proposals. The World Meteorological Organization (~MO) is ~ou­
s1~ering a large meteorological project, although ~o details on the pro­
ject are yet a·/aileble. The FAO is pre::aring projects in reforestat iun, 
plant protection a.:cd so:!.l s.nd water conservation. 

Fishing also plays an important role in Cape Verde's ecoriomy. As of 
1971 (latest fi~~res available), exports of fish ~~d fish products (in­
cluding shellfish) accoun~ed for nearly 40% of Cape Verde's tOtal eX?or~s 
ot: about $2 million. (Bananas accounted for 181, and salt for 5%.) 'The 
waters arou..~d the islands are rich in fish, but they are currently. ':lei::.g 
exploited mainly by Japanese ships f:shi~ for t~a and Fre::.ch sti~s ~:st­
ing for lobster. Fuller exploitation of its ~isheries resources by Ca~e 
Verde will require modernization of the fishing fleet, !'.:.rther ax;a.'1sion 
and ~provemer.t of ~rocessing facilities, and the training of Cape 'larde 
fishermen in the use of modern equipment and techniques. 

4. Mining and !wfanufacturir..g 

As noted above, Cape Verde's mineral resources are very limited and 
include salt, pozzolana, limestone, and !-taolin and other clays. The ;:oz­
zolana mining operation on Santo Antao ar.d the salt mini!~g operations on 
Sal are somewnat inactive at present, partially because the expatriate 
ccmpanies involved do not have either the interest or the rilnds necessary 
to expand their operations. The transitional governItent is developi!'lg 
plans, ~ith the assistance of Portus~ese Gove~Jnent offiCials, for trans­
forming the private companies into mixed government and private opera-

. tions. Also, UNIDO is co~sidering finanCing studies of pozzolana 
production, salt production, limestone utilization, cement production and 
mineral'water production. 

Manufacturing activity is also very limited, and is conf:ne1 largely ~o 
fish processing ar.d ~aking. The Governmen~ is c~r~er.tll ~egotiatir.g w~:b 
an international consortium concerning t~e possible cons:ructicn of a 
refinerJ on one of t~e :slands, ~~d has also requested tha~ u~rrDO consi1-
er financing feasibility s"tudies of briclt and tile manufac':'..l.re, and :he 
imprOVe!:le;1~~ of the ph9.-""::laceuticals :~acility. Other poss:oilities ar~ ::he 
establishme~t of a sugar refinery, tannery, an~ ship repair :acilities. 

5· Transoort and In~r~structure . 
The islands have a. relatively adequate system of over 1200 ::lE~s of 

roads, of ·Nhic.~ about 2CO ~av~ been cons"t~..1c'ted. to :'airl:r !'ligh sta..-.:'ar-:.s. 
Most of these roads ' .. ere built' u...,der the ?cr:ugt.:.ese Go·''':!r!',"'r.~::': ;Jl':'O:':'': 

'Horks prcgr~. As of 1972 there ''''ere 37CO ::.o"tor '/ehicles on :he is':'a::.c.:;, 
~cludi::.g 2000 automobiles and ICCO ~otorcycles. 
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The major pert i.;; ?orto Grande at ~~delo on Sao Vic~nte. The oth~r 
impo:-tant pert.;; are at Porto r;ovo en Santo .:..ntao and P::-aia. on Sam:iago. 
Mariti~e co~uni:a~ions ~th Europe ~~d Africa are irreg~a::- and li~i~ed. 
Transport fro!ll ?or;o Grande at !.fi:ldelo to other islands ::"5 by coastal 
vessels and ~ish~~g boats. 

The inte!":lational airport is on Sal island, and is used ':::.aiZ".ly by 
Portuguese Airlines (T_~) on its I~ights betwee~ Lisbon ~d Guin~a­
Bissau and by South A!~rican Airways (as 3. refueling stop be~ween South 
Africa and Europe). Four of the o~her islands have 3.ir3tri~s, which are 
served regularly by Cape Verde an Airlines (TACP). 

Elect::-ic power is provided by about 20 the~al generating pl~~ts. 
Water is .scarce throughout the isla.:J.ds, a::.d is provided by :.esalination 
plants at the international ai..~ort and at Mindelo. 

Various L\N agencies are currently considering studies of possible 
projects i~ telecommunications, civil aviation and development of energy 
l'eseurces. 

6. Education and Health 

Primary school attendance has been compulsory sL~ce 1971 for children 
between 6 ~d 12 years of age. At the present ti~e there are approxi­
mately 70,000 children attending 465 pr~ary schools and 7COO children 
attendi~ the ~4 junior secondary schools, the vocational school or the 
two seconda::-y. schools. Tnere are also adult literacy courses, ·~th a 
current enro~en~ of about 3COO. SL~ce the educational syste~ :s 
modeled enti::-ely on the P~rtuguese, the Provisional Gove::-~ent is now 
consideri~ var:ous refo~s in the school system and in :he curricul~ 
to a.ssure that education is relev~t to Cape Verde an development needs. 
The Gove~~ent is pa::-ticularly interested in ::-aising the lite::-acy ::-ate , 
which is c~::-en~ly about 25%. 

With ::-espect to possible assist~ce, u~ITCEF and L~~SCO a::-e :u::-re~tl] 

consideri~ varicus projects, including the retrainiZ"~ of ?::-~ary ~~d 
secondary school teacbers. 

The cost common diseases are pneumonia, TB and gastro-int~st:nal dis­
eases. T::-aditional reliance on ~aiz: as ~he cain el~en~ o~ the :::: has 
le:~ the av~rage islande::- nut::-itionall] deficient and .suscepti~le ~o 
disease. ~xis~i~g heal~h ~acilities co~sist of two hospitals (Sa;.~iag~ 
and S"o ~'~"'Q"~-"') --a'~~~Q~ '0" II ·..loc-o"'s <>.,,.. 21 ... e"' ...... "0--- .'(",.". ~""OI'- - .. .,. ~ ___ ~ ..... l;;; o.l ........ __ .... J _ "- _ ~_ •• ~ ... ';'.L ~ lO)""o.l \.1. c:,..., ............ 10._ 

per l;,OOC population) sta~~~d by nurses. ~e n'~ber ~~ facili:i2s is 
probably adequa~e, b1.1t they are t.1...4c!ersta:~:'ed, poorly equipped. o>:.::i 3::crt 
of basic supplies. ~rlO is cur::-entlJ reviewing reques~s fv!" aS3i.s~~~ce in 
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the train!.ng of doctors and nurses, and. (JNlCEF is consideri::.g '1!!.ri:Jus ac­
tivities i~ ~he ~eal~h field ~cl~di~g ~ater trea~~e~~. Medical sup;li~s 
are being provided by ';ornO and private organ:'za~icns. 

No 1:l.fo:-:r.at10n is a'/ailable concerning Cape Yerdean !!.'t~i :u.des towe~'i 
family planning or family planning services now being of~ered' 

During the colon~al period the Ca;e Verde rec~rr~nt budget ~as ,fi­
nanced. en":.irely :"rom d.em~st!.c resolU'ces, .mile th~ ca;Ji -::al or :'e'l~l.c::I:en~ 

budget 'Nas largely fir:a::ced by P:Jrtug'..les~ loans a.'1d. gr3.."'~:s '.1..~der suc:es­
sive develo!lm~r."; plar.s (begir.nin.g :"'''1 1953) for Por<:'.lgE.l. and. its "ovoerseas 
pro,/i"'cc- II rr-d ...... tl..c "''''l'.,.d. De'f"'le-"'er.t -:"an I;C~C~_H::73) -I,e ;""I'=>S--P"-.......... _.;:). U4 .. __ ....... _ J",L .. _ _ ~ • __ \_.,'-/ _"" c..... _ •• _ .... ~_ •• I." 

foresee:l for Cape V~rde 4as about $~O ~i~ion, of '~ic~ 34~ '~3 alloca'te~ 
to ~r~"'~~o"'+ ~"'a' ~~~unica~l'~ns 2At ~o ~is~erl'es 14~ ~o "'~o'~h 0-4 c~ILl-"'" ........ ~ ~ _.., _ _ "'"'~ 4_ '" \.I. , _ ,~ I." _ _ ,_ , _':' \". ...... ::....L. Iw _.......... _ ..... 

catior: az:.d. 10% to agrict!1.t~re :.::.d. livestock de"elc!l~ent. The u;:le:::.enta­
tion of t:'~ Portu~~ese Fourth D~'1elo?cen~ ?1~'1 (1974-1979) was s~s~c~~ed 
fol!o~.ng the Portu~~ese co~p of April 1974, alt~ou~~ Cape Verde received. 
about $7 !lliJ2ion for the i~'/elopll:.e!lt budg~: in 1974 freEr. ?ort~gal. '~he 
Cape Verde de'/elc;me:lt budget fo!' 1973 totals $9. ~ =i.llion, of 'Nhich 
nearly hal! aas been 3.liocatee. for po!"":. and air?or't i:lprove:nent. ?oug.~ly 

20% has been allocatee. to health and education, 8% 'to hcusing and 4S to 
agric~ture. 

Cape Verde's transitional gove~ent has been cencentrating on the 
problel:l of f~ed.in.g its people · .. hen ?ortugues.;! fi~anc:al assistar.(e ene.s 
~ July 1975. Conse~uently ~here has been no ie~ailed ~~for~ as y~t to 
for:nulate st::a'tegies a.-:.d prog::a:!ls ae.dressed to Cape 'ler:'e' s longer-run 
develo;Jment proble!lls. It '..rill clearly be :na.'1.j" :rearsoe:'cr'3 Cape ·!erc.e 
can a~-::.a:"r: a s~'cstan'tia.l degree 0:' ~cer..cI!!i::: inc.epenc.e:.ce, and in :h~ :::e3...'1-
time a ~reat d.~al. ''''ill :iepe!:d on fac":ors bej'on~ :::e ~ove:-!"';.::e:~:' s cont::ol. 
The Er.os~ :"~;o!'tan-::. of these are ra~~fall ~~d decisions a~~ec::~g the 
status of Cape Verdea."1s wor~ing in etter co~tries. I~ :::e ir~u~h: :eo­
tinues, or i~ large n ... ~oers of overseas Cape ·!e::-iear..s ret'.:.r: .. :::: :he 
isla.~ds, Catle 'ler'ie' s prob1~!lls will be e;<:ace::-oa:ed :..-:d. :he::o':e:::-..::.~!':: 

will have to consid.er "~fays to accel~.:-ate e:nie;rat::.on to areas '..r..':"':':'::~ :0 
accept Cape 11erdeans (such Il.S the U.S.). !:" the :i':-OI.:.6i'lt ~nc.s, Ca?e 
Verdea.'1 '..{orke!"s :-e!:le.i!: overseas, ar..d aggressive e:":"orts are ::ad.e := e.-":­
ploi t Ca;:e '!er1e 1 s resources, there are fair p:-cs;:ec:s that t::e is'::!..:::',: 
could e'/~ni:uallj' be sel:"-suf:"icie::: :.:. [teSt fuodsi::..l:~:'3 a.-:c! :01.:.:': :':'::a::::-: 
ccnt,i.::.!ed ~pcrts of :~·.e: a."d :na:..ufac't!..:.res ~h=ct.:.~ e:.!'~:'::gs f!"-:r:: =:::-=~­

als, :'!..5C I :ouris:l, oil ref!.!'li!l:g ?::.d. se:-'/ices to sh:?p:'::g a.::d. ai:-::":"::-es. 



CHECKLIST OF STATUTORY CRITERIA 

In the right-hand margin, for each item, write answer or, as appropri­
ate, a summary of required discussion. As necessary. reference the 
section(s) of the Capital Assistance Paper, or other clearlo/ identi­
fied and available document. in which the matter is further discussed. 
!hi~ form may be made a part of the Capital Assistance Paper. 

The following abbreviations are used: 

FAA - Foreign Assistance Act of 1961, as amended. 

FAA, 1973 - Foreign Assistance Act of 1973. 

App. - Foreign Assistance and Related Programs 
Appropriation Act, 1974. 

~A - Merchant Xarine Act of 1936, as amended. 

BASIC AtITHORI'1'Y 

1. FAA ~ 103; ; 104; ! 105; 
§ 106; § 107. Is loan being made 

a. for ~griculture, rural development 
or nutrition; 

b. for population planning or health; 

c. for ecucation, public administration, 
or human r~!o~rces deveLopment; 

JUH 197+ 

Not applicable •. Loan 
made under authority 
Sec. 496. 
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d. to soLve economic and social develop­
ment problems in fields such as transporta­
tion, power, industry. urban development, 
and export development; 

e. in support of the general economy of 
the recipient country or for development 
progra~ conducted by private or interna­
tional o:ganizations. 

CO~~iRY PERFO~~NCE 

Progress Toward~ Country Goals 

2. FAA § 201 (b) (5). (7) & (3) i ~ 208 
I 

A. Describe extent to which country is: 

(1) ~~king appropriate efforts to 
increase food production and i~prove 
means for -food storage and distribu­
tion. 

(2) Creating a favorable climate 
for foreign and domestic private 
enterprise and in~est~ent. 

(3) !ncreasing the public's role in 
the dev~lopmental process. 

The loan will support 
the Cape Verde governme~trs 
efforts to increase food 
prod~ction and i~prove 
distribution: see Sections 
II and III of the Project 
Paper (PP). 

To the best of our knowledgE 
Cape Verde intends to ~a:n­
tain a favorable di:::.ate 
for foreign and domestic 
private ente~?ri3e and 
invest:nent. 

A major ai~ of the T~an­
sitional Governme~: or 
Cape Verde (TGCV) is to 
increase public pa:tic:!.?a­
tion in the develJP~ent 
process, particularly 
following inde?endence 
(July 5, 1975). 
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(4) (a) Allocating available budge­
tary resources to development. 

(0) Diverting such resources for 
unnecessal7Y military expenditure 
(See also Item No. 20) and inter­
vention in affairs o~ other free 
and independent nations.) (See 
also Item No. 11). 

(5) Making economic, social, and 
political reforms such as tax collec­
tion improvements and changes in land 
tenure arrangements, and making pro­
gress toward respect for the rule of 
law, freedom ~f ~pression and of the 
press, and recognizing the importance 
of individual freedom, initiative, 
and private enterprise. 

(6) Willing to clJntribute funds to 
the project or p·C'ogram. 

(7) Otherwise responding to the 
vital economic, political, and 
social concerns of its people, and 
demonstrating a clear deter~ina­
tion to take effective self-help 
measures. 

See Section III.B. 0( 

the PP. 

Cape Ve~de does not have 
a military establishment 
at tne present ti:e. 

These are all objectives 
of t:he TGCV. 

The TGCV will be unable 
to contribute more than 
the salaries of personnel 
assigned to supervise the 
rural works programs. 

The proposed project 
represents a signi:ica~t 
response to Capeverdiens' 
social and econcmic 
concer~s and demonstrates 
the TGCV's detercination 
to become more self­
sufficient. 

B. Are above factors taken into account Yes. 
in the furnishing of the subject assis-
tance? 
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Treatment of U.S. Citizens and Firms. 

3. FAA ~ 620 (c). If assistance is 
to government, is the government 
liable as debtor or unconditional 
guarantor ~'n any debt to a U.S. 
citizen £o~ goods or services 
furnished or ordered where' (a) such 
citizen has e."<:hausted available 
legal remedie~ and (b) debt is not 
denied or contested by such govern­
ment'? 

4. FAA ~ 620 (e) (1). If assistance 
is to a government, has it (in­
cluding goverr~ent agencies or sub­
division~) taken any action which 
has the effect of nationalizing, 
expropriating, or other.ise seizing 
ownership or control of property of 
U.S. citizens or entities benefi­
cially owned by them without taking 
steps to discharge its obligations 
toward such citizens or entities? 

5. 0)' Fisher~en'3 P=otective 
Act. If count=y has seized, or 
impos~d any penalty or sanction against, 
any U.S. fishing vessel on account of 
its fishi~g activities in international 
waters, 

a. has any deduction required by 
Fishe~en'! P~otective Act bee~ 
made? 

No. 

No. 

It has not. 
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b. hQs complete denial of assistance 
been considered by A.I.D. Administrator~ 

Relations with U.S. Government and Other 
Nations 

6. 

7. 

8. 

~~ ! 620 (a). Does recipient country 
furnish assistance to Cuba or fail to 
take appro~riate steps to prevent 
ships or aircraft under its flag 
from. can-ying cargoes to or from Cub.a~ 

FAA ~ 620 (0). If assistance is to a 
government, has the Secrptary of State 
determined that it is not controlled 
by the international Communist move­
ment? 

FAA ! 620 (d). If assistanCe is for 
any productive enterprise which will 
compete in the United States with 
United States enterprise, is there 
an agreement by the rec~.pient country 
to prevent export to the United States 
of more than 207. of the enterprise's 
annual production during the life of 
the loan? 

J. FAA! 620 (f). Is recipient country a 
Communist country? 

No. 

The Secretary :ade such 
determination with respect 
to Portu~al on January 14, 
1975, and Cape Verde ~ill . 
not achieve full indepen­
dence until July 5, 1975. 
Additionally, Congress has 
legislated that not less 
than $5 million of the FY 
75 funds appropriated to 
carry out FA Act Section 
496 shall be allocated for 
the Cape Verde Islands. 

Not applicable. 

No. 

slated 
l $5 mil-
75 funds 
lr't'Y out 
5 shall 
:he C,,,pe 



MISSING PAGE 
NO. !c 



15. 

16. 

17. 

18. 

~, -
FAA ~ 620 (t). Has the country severed 
diplomatic relations with the United 
Scates? If so, have they been resumed 
and have n~~ bilateral assistance agree­
ments been negotiated and entered into 
since such resumption? 

FAA § 620 (u). What is the payment 
status of the country's U.N. obliga­
tions? ~f the country is in ar~ears, 
were such arrea~ages taken into account 
by the A.I.D. Administrator in deter­
mining the current A.I.D. Operational 
VIF!A't" Rltn~p,,? 

s FAA 5 481. Has the government of 
recipient country failed to take ade­
quate steps to prevent narcotics 
drugs and other controlled substances 
(as defined by the Comprehensive 
Drug Abuse Prevention and Control 
Act of 1970) produced or processed, 
in whole or in part, in such country, 
or transported through such coun.try, 
from being sold illegally wi thin 
the jurisdiction of such country to 
U.S. Government personnel or their 
dependents, or from entering the 
U.S. unlawfully? 

~~, 1973 ~ 29. If (a) military base 
is located in recipient country, and 
was constructed or is being mai~tained 
or operated with funds furnished by 
U.S., and (b) U.S. personnel carry out 
military operations from such base, 
has the P~esident detcr~!ned that the 
gove:nmenc of recipient country has 
authorized re~~lar access to U.S. 
correspondents to such base? 

No. 

Not applicable. 
They have no~ yet joined 
the U.N. 

No. 

Not applicab:e. 
No bases. 
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Military Exnenditures 

19. FAA s 620 (5). What percentage of 
country oudget is for ~ilitary 
expenditures? How much of foreign 
exchange resources spent on ~li­
tary equipment? Haw much spent for 
the purchase of sophisticated 
weapons systems? (Consideration of 
these points is to be coordinated 
with the Bureau for Program and 
Policy Coordination, Regional 
Coordinators and Military Assis­
tance Staff (PPC/RC).) 

Condition~ ot The Loan 

General Soundness 

20. FAA s 201 (d). Information and 
conclusion on reasonableness and 
legality (under laws of countrJ 
and the United States) of lending 
and relending te~ of the loan. 

21. 'FAA s 201 (b) (2) j s 201 (e) 
In:':ormation and concLusion on 
on activity's economic and 
technical soundness. If loan 
is not made pursuant to a 
multilateral plan, and the 
amount of the loan exceeds 
$100,000, has country submitted 
to A.I.D. an application for 
such funds together with assur­
ances to indicate that funds 
will be used in an economically 
and technically sound =anner? 

22. FAA s 201 (;) (2). Info~tiou and 
conclusion on capaci:y of the country 
to repay the loan, including =eason­
ableness of repayment pros~ects. 

Cape Verde has no 
military budget at 
present. 

Not applicable. 

See Sections I.C. and 
III.A. of the PP. 

See Sec. III.a. of ?P. 



- 9 -

24. 'FAA s 611 (a) (1). Prior to sig'ling 
of loan will there be (a) engineering, 
financial, and other plans necessary 
to carry out the assistance and (b) a 
reasonably firm estimate of the cost 
to the United States of the assistance? 

25. ~~ s 611 (a) (2). If further legis­
lative action is required within reci­
pient country, what is basis for rea­
sonable expectation that such action 
will be ccmpleted in tice to permit 
orderly accomplishment of purpose of 
loan? ' 

26. FAA e 611 (e). If loon is for Capital 
AilS Le t:1ncc, and all U.S. ass istance to 
pro)nC't nO\ol exceeds $1 mUllon, has 
Missiun 01. rl!clor l:ertificd the country's 
capability effectively to maintain and 
utilize the project? 

Loan's Relationshi~ to Achieve~n~ of Country 
and Regional Goals 

27. FAA s 207; s 113 
Extent to which assistance 
reflects appropriate e~hasis 
on; (a) encouraging develop-
ment of democratic, economic, 
political, and social institutions; 
(b) self-help in ~eeting t~e 
coun try's food needs i (c) i:1-
proving availability of t=ained 
manpower in the country; (d) 
programs designed to meet the 
country's health needs; 

No other fr,~c-wllrld dllo"r 
has 0 r f c ["~d r In;II'" 111~ r pr 
the project: Lt LM LIHlI'­
propriate for private 
U.S. financing. 

Not apPticable. However, 
all plans necessary to 
carry out assistance wil! 
be provided prior to 
disbursement,of funds. 

None required. 

Not applicable. 

Not applicable. 



28. 

29. 

30. 

31. 
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(e) other important areas of economic, 
political, and ~ocial development, 
including indu3try; free labor unions, 
cooperatives, and Voluntary Agencies; 
transportation and communication; 
planning and public administration; 
urban development, and modernization 
pf existing laws; or (f) integrating 
women into the recipient country's 
national economy. 

FAA ~ 209. Is project susceptible 
of execution as part of regional 
project? If so why is project not 
so executed? 

s 
F.~ s 201 (b) (4). Information and 
concluSion on activity's relation­
ship to, and con3istency with, 
other development activities, and 
its contribution to realizable 
long-range objectives. 

s FAA 5 201 (b) (9). Information and 
conclusion on whether or not the 
activity to be financed will con­
tribute to the achievement of 
self-sustaining growth. 

FAA ~ 209; 
Information and conclusion 
whether assistance will en­
~ourage region~l development 
programs. 

Not applicable. 

No. 

The TCCV is not undertaki~g 
other development acti.,i:i=s 
in agriculture at the prasen: 
time. The project will con­
tribute to the TGCV's goal of 
increased self-suffici~~cy. 

Sec Sec. III of PP and 
Annex C. 

See 028 above. 

http:undertak.ng


32. FAA,s Ill. Discuss the ex-
tent to which the loan will 
strengthen the participation 
of urban and rural poor in 
their country's development, 
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and will assist in the develop­
ment of cooperatives which will 
enable and encourage greater 
numbers of poor people to help 
th~elves toward a &etter life. 

33. LAA s 201 (f),. If this is a 
project 106n, desc~ibe how such 
project will promote the countryls 
economic development taking inte) 
account the country's human and 
material resources requirements 
and relationship becween ulti­
mate objectives of the project 
and overall economic development. 

34. FAA s 281 (a). Describe extent 
to which the loan will contri­
bute to the objective of 
assuring maximum participation 
in the task of economic develop­
ment on the part of the people 
of the country, through the 
encouragement of democratic, 
private, and local governmental 
institutions. 

35. FAA s 281 (b). Describe extent 
to which program recognizes the 
particular needs, deSires, and 
capacities of the people of the 
country; utilizes the count=y's ' 
intellectual resource~ to en­
courage institutional development; 
and supports civic education and 
training in skills required for 
effective participation in govern­
mental and political processes 
essential to self-gover~nt. 

Not applicable. 

Not applicable. See Sec. 
III of PP. 

tiot applicable. 

Not applicable. 
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36. FAA J 201 (b) (3). In what w~ys 
does the activity give reasonable 
promise of contributing to the 
development of economic resources, 
or co the increase of productive 
capacities? 

37. FAA ~ 601 (a). Information and 
conclusior!i whether loan will en­
courage efforts of the country 
to: (a) increase the flow of 
international trade; (b) foster 
private initiative and competi­
tion; (c) encourage development 
and use of cooperatives, credit 
unions, and savings and loan 
associations; (d) discourage 
monopolistic practices; (e) 
improve technical efficiency 
of industry, agriculture and 
commerce; and (f) strengthen 
free labor unions. 

38. FAA ~ 619. If assistance is 
for newly independent country, 
is it furnished through multi­
lateral organizations or plans 
to the maximum ~~tent appro­
priate? 

Loan's 'Effect on U.S. and A.I.D. 
Program 

39. FAA! 201 (0) (6). Information 
and conclusion on possible 
effects of loan on U.S. economy, 
with special reference to areas 
of substai:ial labor surplus, and 
extent to which U.S. commodities 

See Section III of PP. 

See Sec. III of PP. 

Assistance is 
being coordinated with U.N. 

Virtually all funds being 
disbursed in fo~ of 
local costs, ~lt~ough i: 
hand tools are not avail­
able locally ::he7 may oe 
procured from the W.S. 
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and assistance are furnished in 
a manner consistent with im­
proving the U.S. balance of pay­
ments position. 

40. FAA i 202 (a). Total amount of 
money under loan which is going 
directly to private enterprise, 
is going to intermediate credit 
institutions or other borrowers 
for use by private enterprise, 
is being used to finance im­
ports from private sources, or 
is otherwise being used to fin­
Ance procurements from private 
sources. 

41. FAA ~ 601 (b). Information and 
conclusion on haw the loan will 
encourage U.S. private trade and 
investment abroad and how it will 
encourage private U.S. participa­
tion in foreign assistance pro­
grams (including use of private 
trade channels and the services 
of U.S. private enterprise). 

42. FAA ~ 601 (d). If a capital 
project, are engineering and 
professional services of U.S. 
firms and their affiliates 
used to the maxi~um extent 
consistent with the national 
interest? 

Not applicable. 

u.s. private and voluntary 
organizations will be 
involved in implementation. 

U.S. cunsulting firms 
might provide necessa~1 
planning assistance needed 
prior to imple~entation. 
These funds not fi~a:.ced 
under loan. 



43. s 
FAA s 602. Information and 
conclusion whet~e~ U.S. small 
business will ?articipate 
e4uitably in the furnishing 
of goods and service financed 
by the loan. 
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44. FAA ~ 620 (h). Will the loan 
promote or assist the foreign 
aid projects or activities of 
the Communist-Bloc countries? 

45. FAA ~ 621. If Technical 
Assistance is financed oy 
the loan, information and 
conclusion ~hether such 
assistance will be furnished 
to the fullest extent practic­
able as goods and professional 
and other services from private 
enterprise on a contract oasis. 
If the facilities of other 
Federal agencies will be utilized, 
information and conclusion on 
whether they are particularly 
suitable, are not comoetitive 
with private enterpri~e, and 
can oe made available without 
undue interferenca with 
domestic programs. 

Loan's Comoliance with SpeCific 
Requirements 

46. FAA g 110 (3)j 5 208 (e). In 
what manner has or will the reci­
pient country provide 3ss~rsnces 
that it will provide at l~ast 25% 
of the costs ~f t~e program, pro­
ject, or activity with respect to 
which the Loan is to be made? 

AIO's usual procedures 
will be followed. 

No. 

Not anticipated that TA 
will be financed under . 
loan itself. 

Not applicable. 
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47. FAA J 112. Will loan be used to 
finance police training or re­
lated program in recipient 
country? 

48. FAA ~ 114. Will loan be used to 
pay for performance of abortions 
or to motivate or coerce persons 
to practice abortions? 

49. FAA § 201 (b). Is the country 
among the 20 countries in which 
development loan funds cay be 
used to make loans in this 
fiscal year? 

SO. FAA J 201 (d). Is interest 
rate of loan at least 21. per 
annum during grace period 
and at least 31. per annum 
thereafter? 

51. FAA! 201 (f). If this is a 
project loan, what provisions 
have been made for appropriate 
participation by the recipient 
country's private enterprise? 

52. FAA ~ 604 (a2. Will,all commodity 
procuremenc financed under the 
loan be from the United States 
except as oche~ise dec ermined by 
the Presidenc? 

No. 

No. 

No. Loan is provided 
under Section 496. 

Not applicable. 

Not applicable. 

Yes. 
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53. FAA! 604 (b). What 'provi~ion 
is made Co p~evenc fin~ncing 
commodicy procurement in bulk 
at prices higher chan adju~ted 
U.S. market price? 

54. FAA ~ 604 (d). If the coop­
erating country discriminates 
again8t U.S. marine insurance 
companies, will loan agreement 
require that marine insurance 
be placed in the United States 
on commodities financed by the 
loan? 

55. FAA g 604 (e). If off~hore 
procurement of agricultural 
commodity or product is to 
be financed, i~ there pro- ' 
vision against such procure­
ment when the dome8tic price 
of such commodity is less 
than parity? 

56. FAA ~ 604 (f). If loan 
finances a commodity im­
port program, will arrange­
ments be ~de for supplier 
certification to A.I.D. and 
A.I.D. approval of commodity 
as eligible and suitable? 

57. FAA! 608 (a). Info~tion 
on measures to be takan to 
utilize U.S. Government ex­
cess personal property in 
lieu of the procurement of 
new item.!. 

No bulk commodity 
procurement under :he 
loan. 

There will be no discrimi­
nation again~t u.s. mari:le 
insurance companies. Thls 
provision will be covered by 
loan agreement. 

'No agricultural commoditi<es 
or products thereof are to 
be financed under the loan. 

Not app 1icab le • 

Utilization of excess 
property not considered 
pra~ticable under t~is 
loan. 
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58. FAA s 611 (b); ADD. S 101. If 
loan financ~~ water or water· 
related land resource con~truc· 
tion project or program, is there 
a benefit·cost computation made, 
insofar as practicable, in 
accordance with the procedures 
set forth in the Memorandum of 
the Preside'nt dated May 15, 19621 

59. FAA s 611 (c). If contract~ for 
construction are to be financed 
what provision will be made that 
they be let on a competitive 
ba~is to maximum extent practic­
able? 

60. FAA s 612 (b); s 636(h). Describe 
step~ taken to assure that, to the 
maximum extent possible, the country 
is contributing local currencies to 
meet the cost of contractual and 
other services, and foreign currencies 
owned by the United States are utilized 

·to meet the cost of contractual and 
other services 

61. ADD. s~. Will any of loan funds 
be used to acquire currency of 
recipient country from non·U.S. 
Treasury sources when excess currency 
of that country is on deposit in U.S. 
Treasury? 

62. FAA s 612 (d). Doe~ the United States 
own excess foreign currency and, if so, 
what arrangements have been made for 
its release? 

Not applicable. 

Not applicable. No 
construction contracts are 
to be financed. 

See 2.A(6) above; the U.S. 
does not own foreign 
currencies which could be 
utilized for this project. 

Sect. 113 repealed. 

No. 
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63. FAA s 620 (g). What provision is there 
against use of subject assistance to 
compensate owners for expropriated or 
nationalized property? 

64. FAA s 620 (k). If construction of 
productive enterprise, will aggre­
gate value of assistance to be 
furnished by the Uni :ed States exceed 
$100 million? 

65. FAA s 636 (i). Will any loan funds 
be used to finance purchase, long-term 
lease, or exchange of motor vehicle 
manufactured outside the United States 
or any guaranty of such transaction? 

66. App. s 103. Will any loan funds be 
used to pay pensions, etc., for 
military personnel? 

67. Apo. s 105. If loan is for capital 
project, is there provision for 
A.I.D. approval of all contractors 
and contract te~? 

68. App. s t07. Will any loan funds be 
used to pay UN assessments? 

Loan Agreem~nt wIlt 
prohibit use of (und~ 

for any such purpose. 

Not applicable. 

No. 

No. 

Loan agreement will 
so provide. 

No. 



70. bDp. 5 110. Will any of Loan fund~ 
be used to carry out provisions of 
FAA s s 209 (d)? 

71. App s. 114. Describe how the Committee 
on Appropriations of the Senate and 
House have been or will be notified 
concerning the activity, program, pro­
ject, country, or. other operation to 
be financed by the Loan. 

72. ADp. s 601. Will any loan funds be 
used for publicity or propaganda 
purposes within the United States not 
authorized by Congress? 

73. ~A s 901. hi FAA s 640 C. 

(a) Compliance with requirement 
that at least SO per centu~ of 
the gross tonn~ge of commodities 
(computed separately for dry bulk 
carriers, drl cargo Lindrs, and 
tankers) financed with funds made 
avaiLable under this loan shall be 
transported on privately owned U.S.­
flag commercial vessels to the ex­
tent that such vessels are available 
at fair and reasonable rate3. 

(b) Will grant be made to loan 
recipient to ?ay all or any portion 
of such di£feren-.:ial as may exist 
be~~een U.S. and foreign-flag 
vessel rates? 

No. 

~otification ~as sent to 
Congress on June 13, 1975. 

No. 

Loan Agreement will incluce 
compliance with this 
requirel:l.ent. 

No. 
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74. Section 30 and 31 of PL 93-189 
(FAA of 1973). 
Will any part of the loan be used 
to finance directly or indirectly 
military or par~~ilitary operation~ 
b:' the U.S. or by foreign forces in 
or over Laos, CaQbodia, North Vietnam, 

South. Vietnam, or Thailand? 

75. Section 37 of PL 93-189 (FAA ct! 
1973); App. s. 111. Will any part 
of this loan be used to aid or 
assist generally or in the reconstruc­
tion of North Vietnam? 

76. App. s 112. Will any of the funds 
approp~iated or local currencies 
generated as a resul~ of AID as~is­
tance be used for support of police 
or prison construction and administra­
tion 1n South Vietnam or for support of 
police training of South Vietnamese? 

77. 'Apo. s 604. Will any of the funds 
appropriated for this p~oject be used 
to furnish petroleum fuels produced in 
the continental United States to 
Southeast Asia for use by non-U.S. 
nationals? 

No. 

No. 

No. 

No. 




