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SEP 22 I978

ACTION MEMCRANDUM TO THE 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 exteasion
of U.S. financial support to the Cape Verde Rural Works Project
(655-0001) in the form of a $500,000 grant frcm the Disaster Reiief
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 situaticn 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
devastating drought that began in 1967 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 (GCCV)
inaugurated labor intensive projects to control erosion and to develop
additional irrigated land. This effort is directed also to providing
employment for some of the 70 percent under or unemployed.

In June 1975, A.I.D.,in response to a GOCV request, executed a
$3,000,000 no-interest loan under Section 496 of the FAA, "Assistance
to Portugal and Portuguese African Ccuntries", to support the Cape
Verde Rural Works Project. At the time of loan execution, it was
agreed that A.I.D. would seek legislative authority to convert the
loan to a grant; this conversion was made in March 1976. In May 1977,
the project was amended to provide an additicnal $§400,000 grant from
the Food and Nutrition appropriation to finance the purchase of equip-
ment, required for dam censtructicn. {The construction involved
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Placement of large rocks that 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 washed
down from the mountain-sides as a result of sporadic, torrential
downpours; (b) the construction of retaining walls to prevent further
erosion of soils into valley areas used for crop production; (c) the
construction of stone and concrete aqueducts to permit the irrigation
of valley areas reclaimed through the diking system; and (d)* 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 desertification;
(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 support 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 assigned 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 nroject activity costs,
the GCCV has been drawing on funds from its National Development Fund
(NDF) established through currencies generated from the 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 additioral 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 CILSS a new proposal for follow-on
activities. Other donor assistance will be sought through the Club/
CILSS mechanism. A one-vear extension for which funding is being
requested will provide the GOCV sufficient time to design and submit
the new proposal,

2. Conformance to AID Countrvy Strategy

AID has not developed a Strategy Statement for Cape Verde; neither
does a DAP exist. A preliminary assessment of the agricultural! sector
in Cape Verde was ccmpleted under an A.I.D. contract in June 1378,
This assessment provides recommendations for an A.I.D. development
strategy in Cape Verde. According tc the assessment, environmental
rehabilitation and conservation and employment generation are two of
the primary areas in which A.I.D. should concentrate its efforts.
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3. Beneficiaries 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 tleproject area kave 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. where women do equal
work, such as supervising crews, they receive the same pay as men.

The pay scale, however, reflects the average pay for men as higher
than that for women. The Ministry 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. Socioceconomic, Technical and Environmental Description

1. Socioeconomic: Based on information provided in the evaluation,
the project has teen well received by the local population and
interest and participation has been high. The project has provided
employment opportunities and income for a large percentage of the
rural population who would have otherwise been unemployed.

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 conservation should be of high
priority as such activities can contribute significantly to the devel-
opment of the agricultural sector.

According to the Project Evaluaticn, existing soil and water
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 site. In the case of dikes constructed
in the river beds, excavationsof 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 1976 when an unusual rain of 10 inches
fell in one 24-hour periecd. The evaluation states the.work accomplished
is impressive; the gquality of the dry rubble technique is rated as
""excellent”,

There are 200 work fronts preseatly in progress with 88 percent
of the dikes completed; approximately 56 percent of the retaining
walls are on target. Three Hundred and Six (206) kilometers of earth
terraces have been constructed. Approximately 10 kilometers of access
roads have been developed to permit work on soil conservation projects;



no specific projects have yet been undertaken on farm-to-market roads.

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

over 180 meters.

problems related to the project;

the lack of heavy equipment (an
Primary recommenda-
(a) a careful study of the watershed
the slopes to precede work in the
Works Project is presently directed

to work on the slopes.)

It has been the intention to address these problems in the event a
follow=-on project is designed for financing by A.I.D. However, the urgent
nature of the GOCV's request for ''gap" <{inancing was not anticipated, and
it has not been possible to address these concerns within the time frame.
Accordingly, we plan to make the evaliluation report available to the GOCV
and recommend it be followed closely in the implementation of this project
extension.

3. Environment: An IEE has been undertaken; no further environmental
analyses are required and a negative determination 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 FY 76 FY 77 FY 78 Total
$3,000,000 * $400,000 $500,000 $3,900,000

*XFY 75 obligation of $3,000,000 in the form of a loan was converted
to a grant in FY 76.

Congressional Notification
A Congressional Notification is not required by this action.

D.

E. Waivers and Implementation .
1. No waivers are raquired under chis extension. Since Cape Verde is
an RLDC, procurement in Code 941 countries and Cape Verde will be authorizad.
L.

2. The major implementing agency is the Minicstry of Rural Development.

F. Responsible Project Officers
The responsible officers for the project are:

AJR/DR, Doris Mason; and



Cape Verde, Merril Asay.

G. Recommendaticns:

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

2. That you concur in the recommendec Negative Determination by
your signature on the IEE facesheet.

(
AFR/DR/SFWAP:D@n:mj :9/19/78 Clearances:
AFR/DR/SFWAP :JRMcCabe (draft)
GC/AFR:STisa (draft)
AFR/SFVA:QOLustig (draft)
AFR/DR/SDP:JNixon (draft)

AFR/DR/ENGR : MMoT rase)
DAA/AFR:WHNorth Y3 F 2 maNortn




AMENDMENT

PROJECT AUTHORIZATION AND REQUEST FOR ALLOTMENT OF FUNDS
PART II

COUNTRY : Cape Verde

PROJECT : 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 authorize the following
amendments to the Project Authorization and Request for Allotment of
Funds - Part II ("PAF-II) dated June 1, 1977:

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

2. Paragraph a. of the PAF-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 Country, 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; motor
vehicles financed under the Amendument shall be manufactured
in the United States'.

Assistant Administrator for Africa
SEP 22 1978

Date




INITIAL ENVIRONMENTAL EXAMINATION

Project Country: Republic of Cape Verde (Santiago Island)

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

Funding: FY (s) 78 $500,000

Period of Project: 1 year extension

[EE Prepared by: AFR/SFWA, Owen Lustig

Environmental Action Recommended:

Negative Determination

Concurrence: .
A/,
/j._';éﬁa

“Jack Nixan
AFR/DR/SDP

Assistant Administrator Decision:

Isi GOLRR T. BUTCHER
APPROVED:

DISAPPRQOVED:

DATE : SEP 22 1918 '
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[. Description of Project: The Rural Works 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 Démingo, 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 1land; increase the inflitration
of rain water into the soil; promote small irrigation plots for food croo
production; and to improve the lives of the population. This will be
accomplished in part thru this project by restoring erosion and rain watar
catchments which were built by the Portuguese and nave since fallen into
disrepair,

The project outputs, to be acnieved 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 wnich can be used for
additional agricultural oroduction. 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, Scope, and Magnitude of Environmental Impacts:

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

At the time this project began in 1975, the Environmental Impact examinaticn
was not required. In the meantime however, a thorough examination of the
enyironmental impact of the Watershed Management project was completed for
Santiago Island where this project (Rural ‘Works) is being implementad.

Given the small size of the island and the similarity of the activitias in
the Rural Works and Watershed Management projects (both are to construct
dams, dikes, terraces, etc.), AFR/SFWA nas used the findings of the IEZ on
Watershed Managment as a basis for the racommendation contained herein.

The Summary of the IEE is attached hereto,

II1I. Recommended Environmental Action:

Negative Determination,
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Project: Rural Works FY 1978

Checklist Summary

A. Kinds of Effects

Sectors Direct Indirect Long-Term Short-Term System Sustainability
Natural Resources X+ X+ Good

Land Use X+ X+ Good

Water X+ ’ X+ Excellent {f rains come
Air X X X+ If fertilizers and pesticides are monitored
Soils X+ X+ X+ Excellent 1f rains come
Vegetation X+ X+ X+ Excellent

Ecosystems X+ X+ X+ Good

Human Livelihood Systems X+ X+ X+ Good

Human Populations X+ X+ X+ X+

Human Health X+ X+ X+ Good

Animal Health X+ X+ Good

Cultural Health ' X+ X+ Good

Regional Viability X+ X+ X+ Good

Equitable Distribution X+ X+ Excellent

Key:

X = Consequence Indicators, with:

+ = Beneficial; or

- + Harmful.
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I. SUMMARY AND RECOMMENDATICNS

A. Recommendations

The Project Paper recommends approval of the following:

Loan (40 years), 10 years' grace,

no interest) $3,000,000
Total new AID obligations 3,000,000
Waivers - Code 935 Procurement 300,000

B. Description of the Praject

The Loan will provide foreign exchange cost and local-cost
financing to support labor-intensive rural works orojects, including land
clearing and the construction o7 access rcads, conservation werks, and
small-stals i1Trigaticn fd¢tXiities. Project activities will be organized
and carriad out by fthe Mintstry—o? Econcmic Ccordinetion and Labor of the
Transitionzl Government of Cape Verde (TGCV). Rural infrastructure sub-
projects will be implemented using =stabliished procedures and practicss
for execution of labor-intensive public works. The Ministry has been in-
volved in such activities for scme time and does not expect to request
any related leng-term technical assistarcs, although the Ministry will
request short-term assistance in sub-vroject planning. Long-term tech-
nical assistance ‘will be eligible for firancing under the loan, but it is
likely that any tecknical assistance provided by the U.S. would ccme from
sources such as the Peace Corps or privaete and voluntary organizations.
Short-term assistance for sub-project plamning would prcbably be provided:
by AID perscnnel.

Because it has not been possible to carry out the detailed pro-
ject planning crior to authorizaticn of the lcan and executicn of the
loan agreement, it is difficult to discuss the outputs and purposes of
the two major sub-projects (rural roads, land and water davelcrment) with
any degree of precision. Given the long experience of the Ministry of
Bconomic Cocriinaticn and Laber with similar projects, there is little
doubt that the varicus inputs - management and administration previded oy
the Ministry, skilled and unskilled labor by Capeverdeans, and jlanning
and financial support by AID - can be combined successilly to vreoduce
complated rural rcads and conservation and irrigation works. Whether
these facilities will result in increased fced preoduction, and ulsimataly
an improvement in the welfare of the resident islanders, derends cn a
lerge numdber of Tactors such as those noted in the preliminary logical
framework included as Annex A. below. A xmore ccmplete versicn of the
logicel Zremework may be prepared as tiae planning for each of the zmajor
sub-projects groceeds.



C. Summary Findings

Although the impact of the various sub-projects cannot be pre-
dicted with any accuracy until after the detailed pnlanning has bLeen
carried cut, it is clear that the activities financed under the loan will
have a significant first-round impact on wage earnizngs by poor Cape-
verdeans, since at current wage rates (rcughly $2.50 per day) the Loan
could finance over one million man-days of labor. Since almost no
Capeverdeans have an inccme of over $150 per anrum, and since there are
virtually no large farmers who cculd monorolize the benefits of increased
agricultural output, the longer-range benerfits cf the warious subo-
projects should accrue almost entirely to individuals who make up the
"voor majority"

The project meets all statutory criteria. It should be noted
that po 611(=2) certification has been included, since Section 611 of *he
Foreign Assistance Act does not apply to the section under which these
funds are provided. However, loan funds will not be made availzble for
each sub-project until the detailsd plans for that sub-project have been
ccempleted, including analyses of technical soundness and plans for mezin-
tenance and utilizetion cf the facilities.

D. Project Issues

The TGCV has requested that all AID assistance be provided ¢n a
grant basis, but has indicated that it would prefer to receive a loan im-
mediately rather than wait several mcaths in the hope that a grant for
the same emount could be provided at some tizme in the {uture. Since only
$2 million in grant funds is availabls in FY 1575 Jor Cape Verde, and
since the Poreizn Assistance Aporopriations Act of 1875 enjoins aAID
provide not less than $5 million in assistancs to Cape Verde in 7Y 1973,
the best course appears %o be to make $3 millicn available as a2 nc-
interest loan in 1$79 with the understanding chat AID will seek legisla-
tive authority to convert the lcan to a grant in TY 1976. Cape Verde's
debt service prospects are discussed in Section III.3. below.

II. PRCJECT BACKGRCUND AMD DETAITED DESCRIPTICN

A. Backzround
The Cape Verde Islands are 2 group of five islets and 1C islan
(nine of which are inhabited) 350 miles due west of Senegal in “he A:-
lantic Ocean. They are spresd cover an area 130 mil2s sguare and navs a
total arez of abcut 135C0 sguare m*’as cne-curth larger cthan fhods
Island. Tae pcpulation is estimated at 280 - 300,CC0, and is preicmi-

nantly of aiced Portuguese and African descent.

1
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Cape Verde nhas been a Pertuguese dependency since the mid-
fifteenta contury. Following the ceoup whizh cverthrew 2ortugal's Castano
rezizme in April 1974, the Portusuese Govermment recognized the right to
independence of its African coloniss, including Caze Verde as well as
Angola, Mozambicue, Guinea-3issau, Sao Tome and Principe. In Decemter
1974 the Portuguese Goverzment establisied the Transiticnal Govermment of
Cape Verde, made up of representatives or Portugal and ths African Farty
for the Irdependence of Guinea-Bissau and Cape Verde (PAIGC). =Zlecticns
will be held cn June 30, 1575 for a Constituent Assembly which will be
empowered to proclaim independence (scheduled for July 5, 1975) and drafit
a constitution.

The Cape Verde Islands are suffering from a severn-year drousht
related to the Sarelian drousht in ccntinental Africa. The drought has
reduced agricultural cutput to about one-Iourth or one-rifth of its ner-
mal ievel and has made the sconomy totally deperndent on importad fcod Jor
subsistence. The 2ortuziese Government nas teen providing $20 - 330 =mil-
lion per ysar in receant years to finance Cape Verde's budget and talance
or payments deficits, but has anncunced that it will be unadble to ccn
tinue large-scale assistance after independence. Whils scme Portusuese
financial, technical and cultural assistance will continue after July, it
will undoubtedly te sharply curtai’ d.

The TGCV has appealed to the UN agencias and to bilateral
donors for .ssist. . ¢ bota in meeting its immediate need for focd and in
developing progran. co foster Cape Verde's =concmic develcpment. The
U2DP organized = mission which visited Cape Verde in late January and
early February 1975 and included representatives frcm zost of the UN
agencies. Other bilsterzl donors have been apprﬁached although rno in-
formation is available concerrning the outccme., In response to recuaszs
made by Capeverdean cificials during a visit to .he Staze Department in
March 1975, and pursuant to the Foreign Assistance Approoriations Act of
1575 which stipulates that nct lass tian 3% nillion be allocated Jor as-
sistance to the Cape Varde Islands, an AID tean visited Cape YVerde in May
1975 to discuss assistance zossibilicies. The %f2am conclucdzd that the
U.S. should provide: (1) an AID lcan of up to 33 million %o assist in

[72]
[O9)
v K
- |l

finencing the 1abor-‘.n*e..s’% construction of rural acrks, inciuding scil
end water conservation works and low-standard access rcads; (2) an AD
grent of '$2 million to =enable the Govermment to certinue *he subsidizadl
sale of focd ccmmeditias in the isilands; end (3) Title II Zccd commedi-
ties iIn support of focd-Tor-wor¥k progrems implementad with assistance Ireozm
voluntary agencies, This paper d.scusses the prcposed 33 millicn ican fer

Agricultural Support (Rural Werks)

B. Project Descripiion

The plan to use all of the funds provided under <hes lcan for
rural works comstructicn falls in two categories: soil and water
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conservation works and farm-to-market rcads. The soil and watar conser-
vation works would be constructed primarily on Santo Antao, which has the
greatest agricultural potential cof the 10 islandas—+TT Zls0 on 320

Vicente, Fogo, 3rava and Santiago. They would ingluga =ha
building of dixss in valley areas to catca alluyial scils waa_aﬂ Jdown
from the mountainsides during the typic. ily sporadic, torzenial down-

pours; the construction of retaining wails ho'ﬁrnvnnt durther ercsion ofl
soils into vallsy areas used'TEErE?EE*ETcductbon, the constrmuction o:
stone and concrete aqueducts to permit the irrigation of valley areas re-
claimed through the :II’"'-s;st=m, and the clear-“g cf rocks frcm areas
that cen be used Zor pasturaze or crop troduct ion. TAE IETA-to-markat
rca@g,coas~rue{eﬂ—ﬁoulu_aegonnaan~a_ﬂntao and would total about 4C miles
Ln two se 5. The roads would permit £ the He Tranigort of agrioulIuyral

ucta—frcm the archipelago's most productive agricultural area to the
port city of Porto Novo for transhipment to other islands.

The overall project goal is to increase production of agricul-
tural precducts and tharepby increase small farmer incomes and reduce Cape
Verde's dependence orn imported food ccomodities. The purpose in the case
of the soil and water conservation wcrks is to improve and increase tae
soil and water resources efflectively available for crop production. In
the case of the Zarm-to-market roads, the purpcse is to increase the ef-
fective farmgate price to the farmer by improvirg chysical access and re-
ducing transgort costs. The project outputs are completed_dikes,
retainin walls. and acueducts, clearsd fieldsj and completed farm-to=-
market roads. he major assumptions are that the rural works will Im
fact—ixprove SDll and water retention and significantly improve road
access, and that the other aspects of the crop production system - avail-
ability of material and human inputs, technicues, incentives, etc. -
are less binding constraints than the absence of the works to te con-
structed.

ITII. PROJECT ANALYSIS

A. Tecanical Arpalysis

The conservat*on works and roads will be constructed uncer
supervision of the Ministry of Econcmic Coordination and Laber usizg
ditional stonework des.gns and technicues wWhich nave evolved and zesn
applied for decades in Cape Verde. The dikes and retaining walls wcull
be built of eithar unmortared or mortarsd stone, whils the aguedic:s
would tse mcrtared stone. The roads would be of the coooleszton2 tite.
Constriction metinods would be nigkly letor-intensive, since the TCZCW i3
particularlyiinterestad ip the smployTent-seneration aspects ol =22 oSro-
ject and since stonework is inherently lebor-intensive in any case.

ot b
H
w (o
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The TGCV nas indicated that it has the capacity tota to plun
and implament the rural works srojects and is currently preparing detailed
plans Zor ccnstructicn of the works in vsricus locaticns. AID will re-
quire that such plans bDe submittad and approved by AID prior to rel:sesing
ary fuznds under the loan.

The CGovernment has not yet submittec detailed cost 25timatas
or construction schedules. Based cn similar road construction activitiss
in other parts of Africa, ths cost of tne farm-to-mariket road ccnstruc-
tion snould be on the order of 310,000 per mile, or $=C0,CCO for the two
rcacs planned, Allowirz 25% for contingencias, the cost treakdcwn would
be $§CO,CCO for th2 road componsat and $2,3C0,CC0 for rural werks. The
bull €T tTne costs weuld be local costs, but wnere woUlc 2lsC 22 foreizn
excbangs ccsts relatad to the purcaase cf csment ané nand tools. Since
it weuld be prohibitively time-consuming and 2xpensive to ship csment to
Cape Varde Ircam the U.S. via Zortuszal, cement would T2 purchased in
Pcrtugal uncer a Code 935 waiver if necessery. If possibla, however, it
weuld be zurchased in neardy African countriaes, all of wnich are included
in Ccde 941, TIZ2 nancd tcols are availapls on Cape Vards and only smzll
amourts are needed, they wculd be zurchased loczlly under the applicabia
shelf-itam procurement provisicas (up to $2500 per transacticn, eggregac
value not to exceed $100,C00). IZ hand tools are not available locally,
they will be procured Ircm the U.S. or from Portugal under the Code 935
waiver. :

a2

The eavircrmental impact of the project would be favorabla, .IT
constructed properly, the conservaticn works will control scil erosion
and increase the rate of moisture retention. The roads will be con-
structed with adeguate drainags works to assure that normal drainage pat-
terns 2re nct deleteriously arfected.

B. Financial Analysis and Plan

The TGCV has not submittsd a2ny estimates of the cesz of main-

taining the rural works constructad under the loan. (Operating costs
other than maintenance will be nil.) However, most meintenancs will pro-
bably be carriad out by local farmers. Maintenancal costs rellacied in
Governmant budgets should be virtually non-sxistent.

Since tne section of the Foreizn Assistance Act undar whicn o2
funds are being provided does not stipulate 3 minizum con’ributicn zc ore-
Jject financinpg by the Scrrower, AID will not reguire any acsT-country
financial contritusicn to the orojact. Glvan the current tudgazary situa-
tionpisiwoulditeliviriuallySinngssialelforicaarGoyernmantitoiconniciita
any mors taan the salarias or Governmant staff invelved in orojscs 3izn-
ping and implemantaticn, This weuli te 2axtremaly unlixaly to acorcach
31 millicn or tne ecuivalent of 25% O project costs normally required as

a 3orrower contriouticn.




As noted above, the TGCV nhas requested tkat the sntire amount of
the ATD zssistance be provided on grant terms. Altkhough ATD tucdsetary
availapilitiss preclude providirg zore than 32 million of the 35 milliocn
as a grant at this time, ATD will consider converting %the loan %o a
grant in I¥Y 1976, subject to lagislative authorization. 3eczuse Cape
Verde is liXely to remain a member of the Portuguese escuco zone Tor the
foreseeabia future, with virtually unlimjted access to the rbreizn ex-
change reserves of Portugal, Cape Verde's debt service capacity is a
function of TGCV's ability to Zenerste recurrent budget surpluses sulfi-
clently larg= to permit payment of principal and interest on loans. The
Cape YVerds Government has been abls to maintain a balanced recurrent
budget in recent years, but will be very nard-pressed to do so in coming
years in the face of dcmestic pressuras for increas2d Government ser-
vices ccmbined with declining Portusuese assistance and uncsartain revenue
prospects. Although comprehensive budgetary data is nct available,
figures provided by TGCY officials indicate that revenues iz 1974 werse
$11 millicn, while expenditures were 340 millicn, leaving a $2§ million
deficit. Projected 1975 revenues and expenditures are $12 million and
$45 million, respectively; the projected deficit is $33 =million.

C. Socio-Zcorcmic Analysis :

Labor-intsnsive censtruction by worik origades nas been a feature
of Capeverdean life for decades and should present no proolems ol accept-
ance. Whils these methods may be identified in scme islanders' minds

th the cclonial regime, the fact that it is entirely voluntary and is
undertaken oy the rost-independance Government (and the fact that almosz
no other amployment is available) should be adecuate to assure 2 suffi- T
cient supply of lazbor for the project at the proggsad vagtas o2 a0 \
escudos per day (about 32.50 at the current exchangs rate of 31 = 23
escudos). The utilization and meintenance of similar facilitias is also
traditional and saculd present no problams.

4 a8

The incidence of project benefits is difficult to orojeet in th
absence of mcre data. The wage payments made to labcrers cn the prcjzcts
will accrue to 2poroximately 10.0CO workers who would otherwiss te un-
employed. ‘Workers will be scresnea 10 assure that joos are scuitatly
distributed a2mcng families. FEmployment by one workar der Tamily would
yield a family inccrme equivalent to abocut three-Ifourths of the laval of
average family incomes based on der capita GNP (3600, versus $3CC for 2

family of five on an annual basis). The incidencs of denefits from in-
creased agricultural producticn is not 4xncwn with any precisicrn, sincs
theicnlytinfcrmaticniavailablaiicniCapeverdean landiitanune ii'ss thatils
variss frem island to island and chat largs fndividual Yancdholdinss ars
unusual. This and the !mpact of he project on wcmen will de inves-

tigatsd furzher <during the review orf the TGCY project plans.
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With respect to ecoromic analysis, it has nct t2en rossibla to
quantify the project benerfits, althoughn this would b2 f2asible i ade- |
‘quate.data were availacls. The project dces procadly represent =he I
least-cost altermative in terms of constructicn xzethods, although it
would be possible to reduce Tinapcial costs further by paying lower
wages. The econcmic cost of the project is close to zero, af course,
since the opportunity costs cf the material and lzbor resources %o be
utilized (with the possible exception of supervisory personnel) are
Zero or clcse ta zero.

IV. IMPLEMENTATION PLAMNING

A. Administrative Arrangements

The rural works projects will be plarned and administered by the
Ministry of EZconcmic Ccordinaticn and Labor which is supervising simil
projects at the present time. Since Portuguese finencial assistancs (and
thus ongoing public woris projects) will be substantially reduced aftar
independence, availability of planning ard supervisory staff should not
be a problem. Although ATD has not assessed the Ministry's manazement
capability in this area, the fact that the Ministry is successiuily
carrying out similar orograms at present suggests that it is adequaze.

ATD will administer the project frcm Washington with field
monitoring provided from Lisbon (or other offices) as necessary. Nezo-
tiation of the Loan Agresment, review and apprcval ol detailsd project
plens, issuance of implementation letters and evaluations of progress
will be carried cut by Washington starf and consultants, including an AID
Project Officer and various personnel with expertise in rural works <on=-
strucsion and egriculture. Routine advences a2nd reimbursements for
local-cost financing would be processed by AID's Listen cffice. The
Lisbon office would also provide support for any offshcrs procurement,
but major respersipility would lie with WashiangzTon.

B. Implamentaticn Plan

The proposed project schedule is as follows:

Loan Authorization June 1975
Loan Agreement Signed - June 1575
ATD Team Visit to Cape Verde:/ July 1675
é/ ATD teami to include a Srogram fananalist, a2gricuituraliss) rural
> works: specialistiiand procurezsnt stacialist,
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Conditions Precedent Satisfied July 1975
First Advance ZProcessed August 1575
AID Supervision Team Visits Cape Verde September 1375
Final Reimbursement Procsssed December 1975
Project Evaluated by Borrower and AID Jaruary 1976

The AID team which visits Cape Verde in July will agree on detailed im-
plementation prccadures with the Govermment and will prerers an appro-
priate implementaticn letter for issuance. As noted =2ocve, the Sulx of
the loan will be disbursed in the Zcrm ol local cosua tc pay wasges to

laborers. t is expected that the TGLV «#ill request that scma of the
funds be used for the procurement of cemant and appr priate 2and tcols.
Although every effort will be made to purchase cemeni in Ccdz =1 coun-

tries in Africa and to procure harnd tecols in the U.S. or Ccdes 341 coun-
tries, timing censiderations may make i1t necessary to procure the cement
or scme of the hend tools in Portugal. Since the TECV intends to draw
down the loan proceeds rapidly in crier to provide wage payments Zor
otherwis2 unemrlicyed Capeverdeans, lcng drocurement delays dus to saip-
ment from the U.S. for critical items such as cement &and zand tcels
would preclude acnievement of the immediate objectives of the project.
Consequantly a Code 935 source and origin procurement waiver has cesn
included irn the loan authorization (see Annex E) for up to 1C% of the
lcan amount (or $300,CC0) to permit procurement of Portuguese cement or
hard tools if necessaxy.

C. BEvaluation Plan

An evaluation plan will be prepared during the visit of the
ATD team in July. It is anticipated that the project will be ccmpleted
by the end of 1975 and will be =vaiuatad in early 1976.

D. Conditicns, Covenants and Yegctiating Status

The Loan Agresment will include the normal procsecdural Condi-
tions Precsdent to disbursement (legal opinion, signaturss of autnorizsd
representatives) as well as a Conditicn Precedent requiring G&CV sutmis-
sion and AID aprroval of {inal plans Jor the project. There will Te
none other than standard covenanis. The Loan Agreement will Ye nego-
tiated in Cape Verde during the weex of June 23 and signecd by Juns 3C i
possible
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PRO) ECT DESIGN SUMMARY
LOGICAL FTRAMEWORK

CAPE VEIOR MGRICULTUTE t:m mm mm.r\r, WORKS)

Pingram ar Sector Gonl:

HARRATIVE SIDUIARY

OBJECTIVLLY VERITIADLE INDICATORS

MEANS OF VIRITICATION

Lelrial Feg ges

Feom £y 1975
Tonl U § Mon

Date Pirpw=d J

mEy 1% ?F ==
162 n*:&“ﬂn—m

CIWPCATANT 2351105

The beooder ohijrctive 1o
whirh this peojeet contributes:

Ircreaced food production, in order to
increasa smll farmer incomes and reduoy

Care Verde's deprendence on 1rrmrtad
comeedities -

Meosures of Goal Achieyament:

Increaserd praxduction of maize,
raans and other food crops

Government agricultural production
data, special surveys

Assurplinat fos agh reing ganl *arqris

A dncrease in the qualisy and avail-
ability of snil and water, and botter
roavd acoesa, will help to restore
poduction Mecause other elments of
the cop production systen ((»licies,
tesearch, avallability of inputs,
marketing, Incentivea, etc.) do not
act as mijor constraints

Piwject Purpore:

To irprove and increase the effective
availability of snil sl water resources
for amricultural production (conserva-
tion works)

To increase the effective farm gate
price to the farmer by Lmproving
rhysical access and reduc!ng transport
costs (roads)

Conditions that =ill indieate puipose has Lnn
achieved: End of project stotus.

An acklltional acres of land
avallable for proxduction at high
yielda by mid-1976

An additional acres of poten-
tinlly productive land provided
with adespiate access to markets

Neports of Ministry of Economic
Coordination and Labor, special
surveys

Assumplions for schisving purpore:

Conservation works and rowls will
b> utilized for crop proxluction and
marketing and will be adequately
maintalned

Durpute:

Construction of dikes, retaining walls,
aqueducts, roods; land clearing

Magnitude of Dutpute:
Construction by Decenber -1975 of

miles of dikes, miles of
retaining walls, " miles of
aquexluck, miles of road,

acres of land cleared of rock

Reports Ministry of Fconomic Coordina-
tion and Labor, special surveys

Assumptions lot echirving outpuls:

Ministry of Eoonmic Condipation
and labor can effectively organize
and administer rural works oonstruc—
tion without additional technical
assistanca

Inputs:

Labor

Organization and administration by
Ministry of Fconomic Ccordination and
Lator ;

AID $3.0 million loan

Implamentation Targer tt,p! ond q}ﬂnlil’"

Minimum of 1 milllon mn-days of
labor

ripervisors avallable July -
Decevber 1975

AID loan fully disbursed by later
1975 or early 1976

Tor p ding inpwia:

MICROFILMIED FRON BEST
AVAILABLE GOPY
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ANNEX C

The Zconcmy cf the Cape Verde Islands

l. Backgrcund

The Cape Verdas archijelago consists cf five islets and 10 islands
(nine of whica are inhabited) situated about 35C z=iles due west of Dakar,
Senegal and dissributed cver an area about 150 miles wide. Tke islands
are of volcanic origin and are characterized ty steep mountainous terrain
(eltitudes up to SCCO f2et), rocky landscapes and widespread, serious
erosion. The total land are=a is about 15C0 square miles and ths resident
population is estimated at 3C0,0C0 or an average of 200 per square mile,
Nearly half of tae porulation lives on the island of Santiage in <he
souzth; the remainder is concentrated on Iour other islands (
The only large towns are Praia on Santiago (22,000) and the
Mindelo on Sao Vicenze (29,2C0). Habitation began iz the 1
with the settlement of slaves from Africa ard tke arrival of Portugus
settlers. Tcday 2bou:i 757 of the populaticn is of zmixed race. Cauca-
sians on the islends probably number less than 3C00. The populeaticn is
predcminantly Cathelic.

[ I 7]
gy oo

QOverpopulation kas been a sericus problem since provaoly the 17:ixz or
18tk cerntury. Rainfzll rapges from 5 to 20 inches per year in zced
years, but drcught is a constant threat. 1In the last 20C years nearly
20C,000 Cape Verdeans ntave died in drcught-r=lated famines. In the 20tk
century, there have veen more than 20 ysars with almost no rain, inciuding
a sustained drought which lasted frem 1940 to 1946 and the present drought
which has lested since 1968 and is probably relatad to the drought in the
Sahel. Population pressures have resulted in large-scale emigraticn to
the U.S. (beginning in the early 1Gth century) and more recently to Zurcpe
and Africa. There are now an estimeted 3CC,000 persons of Cape YVerdsan
descent in the U.S., and large numbers cr Cape Verdean immigrants werking
in Portugal (40,000), Senegel (40,0C0), Holland (S000) and other Zurcrezn
end African countriss, particularly Guinea-3issau. The charging situaticn
in Portugal z:ay l2ad To 2 supstantial irflux of returning workers, a2lthcusgh

w

= ’
this could ba largely offset by the increase in Cape Verde's immizration
quota to th2 U.S. (frcm the dependent area subquota of 200 per year ¢
20,000 upon independence).

The Cape Verde Islands were discovered ia the 145Cs by Porzugal and
became a major port of c2ll on the maritime routss linking North America
witn Africa, South America with Europe and Zurcpe wWith the Indian Ccean.
The archipelago was 2 colony of Portuzal Srem the begirning. The Alrican
Party for *he Independance of Guinea-3issau and Cape Varde (PATIC) was
founded in 1556 ty Cape Verdeans, z2nd operatad clandestinely in Czze Varde
until after tihe April 1$74% coup ia Porsugal. In December 137L the Portia
guese Govarnmant 2nd ZAISC reached agreement on tha fatire status ¢f hs
islands;: under the agreement a previsicnal geovernment zade up o Portu-
guese snd PAICC reprasentatives is to ncld power tending the =21l2¢tion of a
Constituent Assembly on June 30, 1575. The assemply will grcclaizm tha
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archipelago's independence as of July 5, 1975 and will draft o constitu-
tion. The issue of the relaticnship between Guinea-Bissau and Cape Verde
will be negotiated following indepencence.

2. General Teatures of the Econcmy;/

Cape Verde 2as 2 poor natural resources base and generally suffars
from inadeguate rainfall and watar. Three of the islands (Sal, Maio arnd
Boa Vista) are almost entirely salt and sand. On the other islands, there
are only small areas in valleys or at hign altitudes where wvagetaticn
grows. The preseat drought has vastly reduced the amcunt of vegataticn
on the islanrnds, but even in periods of normal rainfall only rfour of the
10 islands support agriculture. There are some limifed mineral rescurces,
including salt, pozzolara (a volcanic rmek used in cement mwodfuntion),
limestcne and xao.-n 2nd other 2lays. Cne =2;or asset 1s Czape Verde's
location, wkich places it at the intarsection of several sea and zir
routes and in the center of a rich fiskhing area. Ceape Varde's pecple are
another significant resource. Cape Verdeans are generally regarded as in-
telligent and industrious, and tradiviom2lly filled middle-lavel positions
between colonizers and the indigenous population in Guinea-Bissau znd
otrher West African states. Also, largs numpers cf Cape Verdeans have
learned valuabls siills as workers in Africa and Zurcpe apd in some cases
the U.S. In terms of human resources develorment, Cape Verde is prcbably
more advanced than other Africen countries at similar levels of develop-
ment.

Data on Cape Verde's accnomy is scarce and in many cases inconsistent.
Such natiornal accounts data as are aveilable suggest that Cape Verde's
GDP as of 1972 was on the order of 350 million, or azcout $1%0 per capita;
the figures for 1975 are undoubtedly much higher due %o inflation. This
figure probably includes value added related to Portuguese budzet subven-
tions and worker remittances, ard thus vastly overstates the productive
capacity of the islands. Commerce accounts for about 35C% of GDP, while
ggriculture and fishing, as a resul: of the long 3drcught, now account for
only 10% (as compared with 18% in 1G55). Cape Verde is producing cnly a
small fraction of its food requirsments (2.z. LCO tons of maize in 1374
as compared with 1575 requirements of 40,CC0-50,0CC tons), althcugh even
in non-drought zeriods it probably »roduces lesss than hall of its subsis-
tence needs. According to figures provided by the Provisicnal Governmernt,
public sector =xpenditures in 1975 will te 345 million, of whica 312

;/ Most of the following is drawn from UN Generel Assezmbly "Recort of zha
United Naticns Visiting Missicn <o Cape VerZe", April 17, 1875, and
Etud2 zZccncmigue Ze l'Anzole, Zu Mezazbisue, du Cav-YVers, 32 13
Guinse-3issau, ie 320 Iome =2 >rincize, 3russeilas, 1374,
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Portugal and other sources. Projected izports for 1975 are $42 million,
while exports are estimated at only 32 milliecn (primarily fish, baranas,
salt and pozzolana). The deficit is to be financed by Porzuguese aid,
worker remittances (which probatly average apout 36 million per year)
and other foreign assistance. During the period of the drousht Portu-
guese financial assistance has increased from under 310 aillion in 1970
to $19 million in 1973, $30 million in 1974 and $20 million in 1975 (fer
the period up to July 5, 1975). The Portuguese Governzeat zas indicated
that it is unlikely to be able to contirue financial assistance befond
mid-1975, although technical and culturzl assistance shculd continue

Unemployment in Cape Verde is vary high. Since a high percentaga of
the meles in the 15-45 age tracket seek work abread, the resiisnt popula-
tion iacludes a disproportionata number of ¢t 11dr°n, wenmen z2nd old pecple.
Of the zctive resident populatica of 85,000-¢0,0C0, cnly atout 2C00 are
employed in zining and manufacturing, and 20C0 are emplcyed in fishing
and fish processing. Perhaps 10,000-15,0C0 are amplcyed in ccmmerce and
in the services sector. The bulX of the remainder wculd normally be em-
ployed in agriculture, but as a result cf seven or eight years of drought
about €0,000 of these cen only find work on Portuguese-financed public
works projects (orimarily road comsiruction). If changing political eir-
cumstances result in the return of substantial numbers of nmigrant workers
from Por‘uéal Senegal , Guinea-3issau or other areas, the unemployment
problem would cbviously worsen. '

3. rigulture and Fishingg/

The egriculturel potential of the Cape Verde Islands is sever=ly
lim1t=d by climate. The islsnds are in the path of northeast trade winds,
but by the +ime the prevailing winds reach the islands thay are insuifi-

ciently warm to be heavily moisture-laden. Consequently, rainfall is
lirited except for those areas of e islands where the mountains are
sufficiently nigh to provide a barrier to facilitate precipitation on the
windwarcd slcpes. The present drought is probably related :o ths Sanelian
drought but may also reflect long-term changes ia the Cape YVerdean micro-
climate. The islands have gradually been denuded of vegatation by the
depredations of llvestock and the cutting of firewcod; the vare soil is
now heated by the sun and resultant rising currents of not 2ir may ta2ad o
repel moisture-laden clouds. This leads to further destruction oI wvege-
tation, perpetu.:ting a vicious circle of ecological deterioratica.

Arable land totals about 2€0,0C0 acres, or roughly 2C% of Cage Verda's
total land arsa. Much of this ares, zowever, can be used only afier 22ing
g/ This section is based garsially con Trevor Arscot:, "Thas Agriculturs orf

ic
the Capre Verde Islends and Potentiel for Improvement', May 1%75.
Professor Arscott {s an AID consultant



alj

cleared of rocks and subject to the availebility of adequule moistiire:.
(Only atout 7000-8000 acres are irrigated at present.) According to the
nost recent availeble data, the most important crops in ncrmal years are
maize, which occupies about 42020 acres, beans (36,000 acres), sweet
potatoces (18,000 acres), sugar cane (no acreage figures available), and
bananas (6000 acres). Otaer important crops are manioc, coffze and pea-
nuts. Production of all major crops in normal years kas been on the ordar
of 75,000-85,C00 tons, but producticn fell to 35,000 toms in 1669 and
22,000 tons in 1970, and has probebly continued to decline. 3anana and
sugar cane are produced largely under irrigation and conseguanzly -their
production has suffered relatively less during the drcuzht. They coniri-
bute little to meeting Cape Verde's food regquirements, acwever, since
most of the bananas are exportad to Jortugal and the sugar cane is used
almost exclusively to produce liguor. The Provisicnal Government has
estimated fooé reguirements in 1975 at about 70,CCO tons, including
40,000 tons of maize, 8CCO tcns of beans, 8C00 toms of maize and casava
flour and 4500 toms of milk powder.

Little information is available concerning land tenure, agricultural
production techniques, availability of research results, the markating
system, livestocX, or the nature and adequacy of institutions serving az-
riculture. The Portuguese Government was active in carrying out various
investigations, establishing demonstration farms, introducing crops, pro-
moting the exparsicn of irrigated acreages, treining azriculturalists,
etc., in the past but no ccmprehensive assessment has yet been carriad out
concerning the present situation in agriculture aand possible future plans
and priorities following independence.

An AID consultant who visited the Cape Verde Islands in May 1S75 has
reccemended cn the basis of his brief reconnaissance survey that the
Government of Cape Verde attempn to establish whether there i35 adegquats
greundwater on the two larzest islands (Santiago and Santo Antao) o per-
mit the develormernt of irrigation cn a much larger scala. If groundwater
supplies are adequate, the Goverzmment would forzulate an integrated five-
year program ror the agricultural development of the two islands. The
major elements of such a program as recocmended by the AID consultant
would be development or irrigation systems, possibly using windmill power;
construction of additional dikes, terraces and roads using labor-inzansive
methods; establishment of demonstraticn farms for maize, peas and scrgaum;
trairing nrograms; aud investigation of the use and lccal marufacture cof
relatively simpls farming machinery such 2s hand-vowered tlanters, snel-
lers, threshers ancd sprayers) and experimentaticn with measures to 2n-
coursgs the use of sugar cane for sugar preduction ratier than the o
duction orf alechol.

There is little information available on possible othar dsonor assisz-
ance for Cape Verde's ricuiztural sector. The UNDP will Jinzance a twe-man
groundwater research team to prepare a water develogment plan and Jurtihsr
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project proposals. The World Meteorological Organization (WMO) is con-
sidering a large meteorolcgicel projeci, althcugh no details on the pro-
Ject are y=t availesbla. The FAQO is preparing projects in reforestation,
plant protection and soil and water conservation.

Fishing also plays an important role in Cape Verde's ecodbmy. As of
1971 (latest figures available), exports of fish and fish products (in-
cluding shellfish) accounted for nearly U4C% of Cape Verde's total =xports
of about 32 millionm. (Bananas accounted for 1&% and salt for %%.) The
waters around the islands are rich in fish, but they are currently. being
exploited mainly by Jananese siips fishing for tuna and Frezch ships fish-
ing for lobster. Fuller exploitation of its fisheries resources by Cace
Verds will require modernization of the fishing flset, furthar axransion
and iaprovement of trocessing Tacilities, and the training of Cape Verde
fishermen in the use of modern equipment and techniques.

4., Mining and Manufacturin

As noted above, Cape Varde's mineral resources are very limited and
include salt, pozzolana, limestcne, and %aolin and other clays. The toz-
Zolana mining operation cn Santo Antao and the salt mining operaticns cn
Sal are somewhat inactive at present, partially because the expatriate
ccmpaniaes involved ¢o not have either the interest or the funds necessary
to expand their cperations. The transitional zZovernment is developing
plans, wWwith the assistance of Portuguese Governmment officials, for trans
forming the private compenies into mixed government and private opera-
tions. Also, UNIDO is coasidering financing studies of pozzolana
production, salt production, limestone utilization, cemaat production and
mineral water production.

Manufacturing activity is also very limited, and is confined largely to
fisn processing and baking. The Government is currently fegotiating wizh
an international consor ium concerning the possible constructicn of 2
refinery on one ¢f the islands, and has also recuested that UNIDO censi
er Tinancing reasibility studies of brick and tile manufacture, and :he
improvenmen: of the pharmaceuticals facility. Other possitilities are tae
establishment of a2 sugar refinery, tannery, and ship repair facilitiss.
5. Transport and Infrastructure

The islends have a relatively adequate system ol over 1200 niles of
rcads, of which about 2C0 hav= been constructed to Jairly ai standaris.
Most of these roads were built under the Pertuguese Government public
works z2regra2m.  As orf 1672 there wers 37CO zotor vaniclas on the islands,

inclu d;“g ZOCO autcmecoilas and 1CCO zctorcycles.
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The major port is 2orto Grande at Mindelo on Sao Vicente. The other
important zerts are at Porto Novo cn Santo Antao and Praia on Santiago.
Maritime ccmrmunications with Eurove and Africa are irregular and limicad.

Transport Ircm Pcrto Grande at Mindelo to other islands is by coastal
vessels and {ishing boats.

The intermatiocnal a2irport is om Sal island, and is used wainly by
Portuguese Airlines (TAP) on its {lights betweea Lisbon and Guinsa-
Bissau and by Scuth African Airways (as 2 refueling stop between Scuth
Africa and Zurope). Four of the other islands nave airstrigs, wnich are
served regularly by Cape Verdean Airlines (TACP).

Electric power is provided by about 20 thermel generating nlants.
Water is scarce throughout the islands, and is provided by desalination
plants at the internaticrnal airport and at Mindelo.

Various UN sg2ncies are currently considering studies of possitle
projects in talecommunications, civil aviation and development cf energy
rescurces.

6. Educaticn and Health

Primary school attendance has been cumpulsory since 1871 for children
between & znd 12 years of age. At the present time there ars approxi-
mately 70,000 children attending 465 primary schools and 7C00 children
ettending the 14 junior secondary schools, the vocational school or the
two secondary, schools. Trere are also adult literacy courses, with a
current enroliment of about 3CCC. Since the educational system is
modeled entiraly on the Portuguese, the Provisional Goveramwent is now
considerizs varicus reforms in the school system and in the curriculuz
to assure that =ducation is relevant to Cape Verdean dsvelopment need
The Government is particularly interested in raising the literacy rat
which is currently about 25%.

-
e
a
-

b

With respect to possible assistarce, UNICEF and UINESCO are currently
considering varicus projects, including the retraining of prizary and
secondary schcol teachers.

The most common diseases are pneumenia, T8 and gastro-intastinal dis-
eases. Traditicnal reliance on maizZ2 as tha mein element of zhe iiat has
let the avarage islander nutritionally deficient and suscentidbls o
disease. 3Ixisting health facilitiss comsist cf two hosritals (Santiaze
and Sao Vicente) starffed by 11 Jdoctors and 21 Zealth pests ‘eor atout Ina
per 15,00C population) stalf2d by nurses. Ths nuxter o7 facilitizas is
provadly adecguate, but they are undarstalfad, poorly ecuipped and sncrt
of basic supplies. WHO is currently reviewing requests or assistance in
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the training of dectors and nurses, and UNICEF is considering various ac-
tivitias in the nealth {fi=ld ineludirng water treatment. Medical supglies
are being provided vy WHO and private organizaticns.

No iaformation is availabie concerning Cape Verdean zttitudes towerd
family planning or family planning services now being offsred)

7. DPlans and Prosvects

During the colon:al pericd the Cape Verde recurrent tudget was .fi-
nanced entirely from dcmestic resources, while the capizal or davelcopme
budget was largely fipenced by Portugusese lcans and grants under succes-

e

sive develormens plans (teginmning in 1953) for Portuszl znd its "oversess
provinces". Under the Third Devalcpzment Zlan (1CAG-1573) the invasiment
foreseen for Cape Verde was about $:0C millicn, of wnich 34% was 2llccated

c
to transport and ccmmunicaticns, 289 to Fisheries, 14% to health 2nd edu-
catiocn and 10% %o agriculture 2nd livestock develcpmant. The implermenta-
tion of tha Portuguese Fourta Davelcpment 2lan (1574-157G) was suscended
following the Portuguese coubp of April 1974, altacugh Cape Verde received
abcut 37 miilion for the development budgat in 1674 frem Zortugal, The
Cape Verda develcrment budget for 1975 toials 39.% z=ililion, of which
nearly half nas teen allocated for tert and a2irgort improvement. Rcughly
20% has been allocated to health and educatiorn, &% to acusing and 4% to
agriculturse,

Cape Verde's transitional government has been ccncentrating cn tha
prcblem of fseding its people when Portuguese finencial assistance ends
in July 1975. Consecuently there has been no devailad 27fort as yat to
foraulate strategies and programs addressed to Cape YVerde's longer-run
development proolams. It will clearly be many y=ars tercre Caze Verde
can attain 2 sutstantial desgree of sccncemiz independance, and in th2 zean-
time a great daal will Zepeznd on factors Tteyond the Gevernzant's control.
The most imTortant of these ere rainfa and decisicns 27Te2cting the
status of Cape Verdeans working in cthar countriss. I tha Zroughi:t czen-
tinues, or if large numbers of overseas Cage Verdeans return ¢ *%he
islends, Cape Verde's problams will be exacartatad and the Zovarnmens
will have to consider ways tc accelarate emigration to 2areas willing 2
accept Cape Verdasans (such as the U.S.). I the irousght =nds, Cape
Verdean workers remaein overseas, and eggressive elforts are mads s ex-
ploit Cape Verde's resources, there are feir prosctecss that the {slands
could evencually be self-suflicient in mest foodstulfs and zould financa
centizuad imperts of Del and panufacturss thrcugh earnings frem ninsr-
als, fish, tcurism, oil refining and services to shizping =znd airlinas,



CHECXLIST OF STATUTORY CRITERIA

In the right-hnand 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 clearly identi-
fied and available document, in which the matter is further discussed.
This 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.

MMA - Merchant Marine Act of 1936, as amended.

BASIC AUTHORITY

1. FAA 8 103; § 104; § 105; Not applicable. Loan
£ 106; 3 107. 1Is loan being made made under authority
Sec. 496.

a. for agriculture, rural development
or nutrition;

b. for population planning or health;

¢. for education, public administration,
or human resoyrces development;

JUN 1974
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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. 1in support of the general economy of
the recipient country or for development
programs conducted by private or interna-
tional organizations.

COUNTRY PERFORMANCE

Progress Towards Country Goals

2. FAA 8 201 (») (5), (7) & (8); & 208

A, Describe extent to which country is:

(1) Making appropriate efforts to The loan will support
increase food production and improve the Cape Verde governmeat's
means for food storage and distribu- efforts to increase food
tion. production and iaprove

distribution: see Secticns
II and III of the Project

Paper (PP).
(2) Creating a favorable climate To the best of our knowledgze
for foreign and domestic private - Cape Verde intends to main-
enterprise and investament. tain a favorabdla clizmace

for foreign and dcmescic
private enterprise aad

investm:ent.
(3) Increasing the public's role in A major ainm of the Tran-
the developmental process. sitional CGovernment or

Cape Verde (TGCV) is to
increase public participa-
tion in the develooment
process, particularly
following independence
(July 5, 1975).



(4) (a) Allocatiag available budge-
tary resources to development.

(b) Diverting such resources for
unnecessary military expenditure
(See also Item No. 20)) and inter-
vention in affairs of other free
and independent nations.) (See
also Item No. 1ll).

(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 of expression and of the
press, and recognizing the importance
of individual freedom, initiative,
and private enterprise.

(6) Willing to contribute funds to
the project or pcogram.

(7) Otherwise responding to the
vital economic, political, and
social concerns of its people, and
demonstrating a clear determina-
tion to take effective seli-help
measures,

Are above factors taken into account

in the furnishing of the subject assis-
tance?

See Section III.B. of
the PP.

Cape Vetde does not have
a military establishment
at the present tiz=e.

These are all objectives
of the 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 signiiicant
response to Capeverdiens'
social and econcaic
conceras and demonstrates
the TGCV's determination
to become more seli-
sufficient.

Yes.
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Treatment of .S, Citizens and Firms.

3. FAA 3 620 (c). If assistance is No.
to goverament, is the government
liable as debtor or unconditional
guarantor on any debt to a U.S,
citizen fov goods or servicas
furnished or ordered where (a) such
citizen has exhausted available
legal remedies and (b) debt is not
denied or contested by such govern-
ment?

4. FAA § 620 (e) (1). 1If assistance No.
is to a government, has it (in-
cluding government agencies or sub-
divisions) taken any action which
has the effect of nationalizing,
expropriating, or otherwise 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. FAA § 620 (o); Fishermen's Protective It has not.
Act. ¥ 5. If country nas seized, or
imposad any penalty or sanction against,
any U.S, fishing vessel om account of
its fishing activities in international
waters,

a. has any deduction required by
Fishermen's Protaective Act been
made?



.s.

b. has complete denial of assistance

been considered by A,I.D. Administrator?

Relatioans with U.S. Governmeat and Other

Nations

6.

7.

8.

7.

FAA & 620 (a). Does recipient country
furnish assistance to Cuba or fail to
take appropriate steps to prevent
ships or aircraft under its flag

from carrying cargoes to or from Cuba?

FAA S 620 (»). 1If assistance is to a
government, has the Secretary of State
determined that it is not controlled
by the international Communist move-
ment?

FAA 3 620 (d). 1If 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 thaa 207 of the enterprise's
annual production during the life of
the loan?

FAA 8 620 (£). 1Is recipient country a

Communist country?

No.

The Secretary zade such
determination with respect
to Portugal on January l4,
1975, and Cape Verde will.
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 Sectionm
496 shall be allocated for
the Cape Verde Islands.

Not applicable.

No.

slated

2 $3 mil-
75 funds
iIrTy out
3 shall
the CAape
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15. FAA § 620 (t). Has the country severed No.
diplomatic relations with the United
States? If so, have they been resumed
and have new bilateral assistance agree-
ments been negotlated and entered into
since such resumption?

16. FAA § 620 (u). What is the payment Not applicable.
status of the country's U,N, obliga- They have not yet joined
tions? 1£ the country is in arrears, the U.N.

were such arrearages taken into account
by the A,I.D, Administrator in deter-
mining the current A,I1.D, Operational
Year Rudoetr?

17. FAA 2 481. Has the government of No.
reciplent country failed to take ade-
quate staps 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 country,
from being sold illegally within
the jurisdiction of such country to
U.S. Government personnel or their
dependents, or from entering the
U.S. unlawfully?

18, FAA, 1973 § 29. 1If (a) military base Not applicable.
is located {n recipient country, and No bases.
was constructed or is being maintained
or operated with funds furnished by
U.S., and (b) U,S. personnel carry out
military operations from such base,
hus the President deterained that the
government of recipient country has
authorized regular access to U,S,
correspondents to such base?




Military Expenditures

19, F3A s 620 (s). What percentage of Cape Verde has no
country pbudget is for military military budget at
expenditures? How much of foreign present.

exchange resources spent on mili-
tary equipment? How much spent for
the purchase of sophisticated
weapons systems? (Consideration of
these points is to be coordinated
with the Bureau for Prcgram and
Policy Coordination, Regional
Coordinators and Military Assis-
tance Staff (PPC/RC).)

Conditions of The Loan

General Soundness

20, FAA s 201 (d). Information and Not applicable.
conclusion on reasonableness and
legality (under laws of country
and the United States) of lending
and relending terms of the loan.

21, FAA s 201 (b)) (2): s 201 (e) See Sections I.C. and
Informacion and conclusion on 111.A. of the PP.
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 zanner?

22. FAA s 201 (®) (2). 1Informatiom and See Sec. III.B. of 2?P.
conclusion on capacity of the country
to repay the loan, including reason=-
ableness of repayment prospects.




24,

25.

26,

Loan's Relationshin to Achievement of Country

FAA s 611 (a) (1). Prior to sigiing
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 Unicted States of the assistance?

FAA 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 cempleted in time to permit
orderly accomplishment of purpose of
loan?

FAA s 611 (e), If loan {s for Capital
Aas(stance, and all U,S, assistance to
project now cxcceds §1 milllon, has
Misslon Dircctor certified the country's
capability c¢ffcctively to maintain and
utilize the project?

and Regional Goals

27.

FAA s 207; s 113

Extent to which assistance
reflects appropriate emphasis
on; (a) encouraging develop-
ment of democratic, economic,
political, and social inscitutions;
(b) self-help in meeting the
country's food needs; (c) ia-
proving availability of trained
manpower in the countrv; (d)
programs designed to meet the
country's health needs;

No other frueec=world donor
has offcred [lnancing lor
the project: [t (s Lnap-
propriata for private
U.S. financing.

Not applicable. However,
all plans necessary to
carry out assistance will
be provided prior to
disbursement of funds.

None required.

Not applicable.

Not applicable.



28.

29.

30.

3l.
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(e) other important areas of economic,
political, and social deveiopment,
including industry; free labor unions,
cooperatives, and Voluntary Agencies;
transportation and communication;
planning and public administration;
urban development, and modernization
of 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? 1If so why is project not
so executed?

FAA 3 201 (b) (4). Iaformation and
conclusion on activity's relation-
ship to, and consistency with,
other develcpment activities, and
its contribution to realizable
long-range objectives.

FAA 3 201 (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-
courage regional development
programs.

Not applicable.

No.

The TGCV is not undertakinag
other development activitiss
in agriculture at the prasant
time. The project will con-
tribute to the TGCV's goal of
increased self-sufficiency.

Sec Sec. III of PP and
Annex C.

See #28 above.
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32.

a3.

35.
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FAA s 111, Discuss the ex-

tent to which the loan will
strengthen the participation

of urban and rural poor in

their country's development,

and will assist in the develop-
ment of cooperatives which will
enable and encourage greater
numbers of poor pecple to help
themselves toward a better life.

FAA s 201 (f)s If this is a
project lo&n, describe how such

project will promote the country’s

economic development taking into
account the country's human and
material resources requirements
and relationship between ulti-
mate objectives of the project

and overall economic development.

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.

FAA s 28l (b). Describe extent

to which program recognizes the
particular needs, desires, and
capacities of the people of the
country; utilizes the country's’
intellectual resources to en-

courage institutional development;

and supports civic education and
training in skills required for

effective parcticipation in govern=-

mental and political processes
essential to self-government.

Not applicabla.

Not applicable.
III of PP,

Not applicable.

Not applicable,

See Sec.
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37.

38.
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FAA ¢ 201 (b) (3). In what ways
does the activity give reasonable
promise of contributing to the
development of economic resources,
or to the increase of productive
capacities?

FAA $ 601 (a). Information and
conclusiors whether loan will enm-
courage efforts of the country
to: (a) Lncrease 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 practieces; (e)
improve technical efficiency

of industry, agriculture and
commerce; and (f) strengthen
free labor unions.

FAA § 619. 1If assistance is
for newly independent country,
is it furnished through mulci-
lateral organizations or plans
to the maximum extent appro-
priate?

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

Program

39.

FAA 8 201 (b) (6). Information
and conclusion on possible
effects of loan on U,S, economy,
with special reference to areas
of substaitial 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 form of
local costs, althougn if
hand tools are not avail-
able locally chey may ve
procured from the U.S.



40.

41,

42.

- 13

and assistance are furnished in
a manner consistent with im=-
proving the U,S., balance of pay-
ments position,

FAA ¥ 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.,

FAA 8§ 601 (b). Information and
conclusion on how the loan will
encourage U,S. private trade and
investment abroad and how {t will
encourage private U,S. participa-
tion {n foreign assistance pro-
grams (including use of private
trade channels and the services
of U,S, private enterprise).

FAA 8 601 (d). 1If a capital

project, are engineering and
professional services of U.S.
firms and their affiliates
used to the maximum 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 necessary
planning assistance needed
prior to implementation.
These funds not financad
under loan.
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45.
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FAA 3 602. Iaformation and
conclusion whether U,S, small
business will participate
equitably in the furnishing
of goods and service financed
by the loan.

FAA § 620 (h). Will the loan
promote or assist the foreign
aid projects or activities of
the Communist-3loc countries?

FAA 8 621. If Technical
Assistance is financed by

the loan, information and
conclusinn whether such
assistance will be furnished

to the fullest extent practic-
able as goods and professional
and other services from private
enterprise on a contract basis.
I1£ the facilities of other
Federal agencies will be utilized,
information and conclusion on
whether they are particularly
suitable, are not competitive
with private enterprise, and
can be made available without
undue interferenca with
domestic programs.

Loan's Compliance with Specific

Requirements

46.

FAA § 110 (2); § 208 (o). 1In

what manner nas or will the reeci-
plant country provide assurances
that it will provide at least 257
of the costs of the program, pro-
Ject, or activity with respect to
which the Loan is to bc made?

AID's usual procedures
will be followed.

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

Not applicable.



47. FaA 3 112, Will loan be used to No.
finance police training or re-
lated program in recipient
country?

48. FAA § 114, Will loan be used to No.
pay for performance of abortions
or to motivate or coerce persons
to practica abortions?

49, FAA § 201 (b). 1Is the country No. Loan is provided
among the 20 countries in which under Section 496.
develcpment loan funds wmay be
used to make loans ian this
fiscal year?

S0. FAA ¥ 201 (d). Is interest Not applicable.
rate of loan at least 27 per
annum during grace period
and at least 37 per annum
thereafter?

51, FAA ¥ 201 (£). If this is a Not applicable.
project locan, what provisions
have been made for appropriate
participation by the recipient
country's private enterprise?

52, FAA 3 604 (a). Will all commodity Yes.
procurement financed under the
loan be from the United States
except as otherwise determined by
the Presidenc? ‘




53.

55.

56.

57.

FAA § 604 (b). What provision
is made to prevent financing
commodity procurement in bulk
at prices higher than adjusted
U.S. market price?

FAA § 604 (d). If the coop-
erating ccuntry discriminates
against U,S, marine insuraace
companies, will loan agreement
require that marine {nsurance
be placed in the United States
on comnodities financed by the
loan?

FAA 8 604 (e). 1f offshore
procurement of agricultural
commodity or product is to
be financed, is there pro- -
vision against such procure-
ment when the domestic price
of such commodity {s less
than paricy?

FAA 3 604 (£). 1If loan
finances a commodity im-
port program, will arrange-
ments be mnade for supplier
certification to A,I.D. and
A,1.D, approval of commodity
as eligible and suitable?

FAA 3 508 ra). Ianformation

on mcasurcs to be taken to
utilize Y,S5. Government ex-
cess personal property in
lieu of the procurement of
new items,

No bulk commodity
procurement under the
loan.

There will be no discrimi-
nation against U.S. marine
insurance companies. This
provision will be covered by
loan agreement.

No agricultural commodities
or products thereof are to
be financed under the loan.

Not applicable.

Utilization of excess
property not ccnsiderad
practicable under this
loan.



58.

59.

60.

61,

62,

FAA s 611 (b); App. s 101. 1If Not applicable.

loan finances water or water-
related land resource construc-
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 President dated May 15, 19627

FAA s 611 (c). 1If contracts for Not applicable. No
construction are to be financed construction comtracts are
what provision will be made that to be financed.

they be let on a competitive
basis to maximum extent practic-
able?

FAA s 612 (b); s 636(h). Describe See 2.A(6) above; the U.S.
steps taken to assure that, to the does not own foreign
maximum extent possible, the country currencies which could be
is contributing local currencies to utilized for this project.
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

App. s 113. Will any of loan funds Sect. 113 repealed.

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?

FAA s 612 (d). Does the United States No.

own excess foreign currency and, if so,
what arrangements have been made for
its release?



63.

65.

66.

67.

68.

FAA s 620 (g). What provision is there
agaiast use of subject assistance to
compensate owners for expropriated or
nationalized property?

FAA s 620 (k). 1If construction of
productive enterprise, will aggre-
gate value of assistance to be
furnished by the Uni:.ed States exceed
$100 million?

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?

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

App. s 105. 1If lean is for capital
project, is there provision for
A.I.D., approval of all contractors
and contract terms?

App. s 107. Will any loan funds be
used to pay UN assessments?

Loan Agrecment wlill
prohibit use of funds
for any such purpose.

Not applicable.

No.

No.

Loan agreement will
so provide.

No.



70.

71.

72.

73.

Aop. s 110. Will any of loan funds
be used to carry out provisions of
FAA s s 209 (d)?

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

be financed by the Loan.

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

MMA s 901, b; FAA s 640 C,

(a) Compliance with requirement
that at least 50 per centum of

the gross tonnage of commodities
(computed separately for dry bulk
carriers, dry 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 rates.

(b) Will grant be made to loan
recipient to pay all or any portion

'of such differencial as may exist

between U,5, and foreign-flag
vessel rates?

No.

Notification was sent to
Congress on June 13, 1975.

No.

Loan Agreement will iacluce
compliance with this
requirement.

No.



74,

75,

76.
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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 paramilitary operations
br the U,S. or by foreign forces in
or over Laos, Cambodia, North Vietnam,
.Sou:h.Vietnam, or Thailand?

Section 37 of PL 93-189 (FAA of

1973); App. s. lll. Will any part

of this loan be used to aid or

assist generally or in the recoastruec-
tion of North Vietnam?

App. s 112, Will any of the funds
appropriated or local currencies
generated as a result of AID assis-
tance be used for support of police

or prison construction and administra-
tion in South Vietnam or for support of
police training of South Vietnamese?

77. _App. s 604. Will any of the funds

appropriated for this project 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.





