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ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR FOR AFRICA 

FROM: AAA/AFR/DR dhf TerIng 

SUBJECT: Cape Verde Rural Works Project (655-0001) 

Problem: 
 Your approval is requested to: 
 (a) increase the life-of-project funding of the subject project by $530,000 from the disaster relief assistance
appropriation for a new total LOP funding of $4,430,000; and (b) extend the Project
Assistance Completion Date (PACD) from December 31, 
1980 to September 30, 1981.
 

Discussion: 
 This project was initially approved in 1975 to finance the following

activities on Santiago Island: 
 (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.
 

These activities are contributing to the overall project objectives of: (a)
retarding erosion and desertification; (b) increasing productivity of the land;
(c) increasing infiltration of water into the soil; (d) increasing land area to
be used productively; and (e) improving the general welfare of the population.
 

In June 1975 A.I.D., in response to a GOCV request, executed a $3,000,000 nointerest loan under Section 496 of 
the FAA, "Assistance to 
Portugal and Portuguese
Colonies in Africa Gaining Independence", 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 forgive the GOCV's repayment of obligation under the
loan. 
The statutory authorization for forgiveness of the repayment obligation
was provided by the addition of Section 496(b) to the Foreign Assistance Act of
1961, as amended, through legislation enacted in December, 1975. 
 On March 23,
1976, the necessary loan amtendment was effected, cancelling the GOCV's repayment

obligation of the loan.
 

In May 1977 the project was amended to provide $400,000 in grant financing from
the Food and Nutrition appropriation to finance the purchase of equipment required

for dam construction.
 

In September 1978 the Project was extended again to add $500,000 (grant) in disaster
relief assistance funds in response to 
the GOCV's request to continue the construction of dikes, retaining walls and small subterranean dams. On January 23,
1980, you extended the Project Assistance Completion Date to December 31, 
1980.
 

On June 26, 1980, the GOCV submitted to A.I.D. a detailed request for a final
extension of this project and additional funding of $430,000. 
This request, which
is attached hereto, has been increased to $530,000 as per Praia 1865 and 1913,
also attached. The rationale for these requests is 
that A.I.D.'s funding has
enabled the Government to employ up to 2,000 workers monthly on the small public
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works projects, and termination of this support before the expected approval of

the Food for Development project (PL 480, Title II, Section 206) would result ii:
 
an unfortunate suspension of these activities. 
Since you have recently approved

the PID for the Food for Development project, and a Project Paper is expected to

be prepared in March 1981, we can anticipate that the new project would be author
ized sometime during the third quarter of FY 1981.
 

The GOCV reports that current project funds were sufficient to cover costs up to

September 1980. 
 The GOCV has estimated that the requested funding increase would
 
last until May 1981.
 

The Government of Cape Verde reports that, as 
of June 30, 1980, the project had

constructed 830 dikes in dry masonry, 384 kilometers of contour ditches, 138

kilometers of contour walls, and 3.3 kilometers of roads; it 
had also planted

20,000 trees, installed 800 meters of water pipes, and reclaimed 130 hectares of
 
land that is now under cultivation.
 

During the period for which the new 
funding is requested, the GOCV expects that
 
additional project funding would enable the completion of 
139 new dikes, one small

canal, 30 contour walls, four kilometers of road, three small dams, 
12 revegeta
tion nurseries, and 12 dry masonry ridges. 
An additional 30 hectares of land
 
would be reclaimed.
 

The technical analysis remains 
as described in the original PP. 
We are of the

view that the present amendment does not constitute a substantive amendment of

the project. Therefore, A.I.D. regulation 16 does not apply pursuant to Section
2 16 .2(a) thereof. The prior lEE remains valid. 
The requirements of Sections
611(a) and (b) of the FAA have been satisfactorily met.
 

The Comptroller General of 
the United States, in a decision dated November 28,

1980, (Comp. Gen. Dec. B-200519) decided that deobligated funds originally made

available by Title IV of 
the Foreign Assistance and Related Appropriations Act,

1974 (Pub. L. No. 93-240 87 Stat. 
1049) for relief assistance to drought-stricken

nations of Africa remain available until expended ane may be reobligated for
 
purposes within the scope of 
the appropriation. Your approval of this Action

Memorandum will constitute a determination that the use of 
those funds for the

Rural Works Project in Cape Verde is within the scope of the appropriation.
 

There are no human rights concerns with respect to Cape Verde at this time.
 

No procurement waivers are required for the additional $530,000 requested.
 

A formal Congressional Notification is not 
required. However, we 
plan informally
 
to notify the appropriate Congressional Committees 
on the use of these funds.
 

Recommendation: 
 That you approve: (a) an amendment to the project authorization
 
to provide $530,000 from the disaster relief assistance appropriation for a new

total LOP of $4,430,000 by signing the attached Project Authorization Amendment;

and (b) extension of the PACD to September 30, 1981.
 



APPRO~j 

DISAPPROVED 

DATE______L____ 

Clearances: 
AFR/DR/SWAP: JRMcCabe (draft) 
AFR/DR/SDP:BBoyd 7 
AFR/DR:NCohen t L 
AAA/AFR/DR:JWKoehrn__ 
AFR/SWA:ICoker (draft) 
GC/AFR:EDragon .. '. 

AFR/DR/ENGR :MGoul, 
AFR/DP:JAnderson J 
DAA/AFR:WHNorth " 

Drafted by:AFR/DR/SWAP:GS :fn:12/22/80 



PROJECT AUTHORIZATION AMENDMENT
 

Name of Country: Cape Verde
 

Name of Project: Rural Works
 

Number of Project: 655-0001
 

1. Pursuant to former Section 494A of the Foreign Assistance Act of 1961, as
 
amended, grant financing in the amount of $400,000 was authorized on June 1,1977,
 
for the Rural Works Project for the Republic of Cape Verde. That authorization
 
was amended on September 22, 1978, increasing the authorized amount of grant
 
financing for the Project to $900,000. The cited authorization is amended further,
 
as follows:
 

a. 	The amount of the grant set forth in the first paragraph of the cited
 
authorization (PAF - II) is hereby increased in the amount of $530,000
 
from $900,000 to $1,430,000. The additional funding provided under this
 
Amendment may be used to finance the continuation of the Rural Works
 
Project.
 

2. The additional funding provided under this Amendment is authorized to be
 
charged to the appropriation made available by Title IV of the Foreign Assistance
 
and Related Appropriations Action, 1974 (Pub. L. No. 93-240, 87 Stat. 1049) for
 
assistance to drought-stricken nations of Africa.
 

.. The amended authorization cited above remains in force and effect except as
 
hereby further amended.
 

Date
 

Goler T. Butcher
 
Assistant Administrator for
 
Africa
 

'Vt
 



ACTION MEMORANDUM FOR WHE ASSISTANT ADMINISTRATOR FOR AFRICA 

FROM: AFR/DR, Johi W. Koehring
 

SUBJECT: Cape Verde - Agricultural Sector Support (Rural Works) 
-

655-0001
 

REF: (A) Praia 1439 (B) Abidjan 6520
 

Problem: Your authorization is required to extend the Terminal Disbursement
 
Date (TDD) for subject project from December 31, 1979 to December 31, 1980.
 

Discussion: 
 The $3.0 million Rural Works loan agreement signed June 30, 1975,
 
was AID's first contribution toward helping Cape Verde cope with the disas
trous effects of its prolonged drought. 
The immediate objective of the project
 
has been to provide employment opportunities for Cape Verdean workers through
 
the application of labor intensive techniques in soil and water conservation
 
works. The project is being implemented on Santiago Island where close to
 
half of the country's population lives, and the daily average number of workers
 
is presently about 5,000.
 

Repayment of the loan for the subject project was forgiven in March 1976,
 
although the other terms of the loan agreement remained binding. A follow
on grant agreement for $400,000 was subsequently signed June 3, 1977. This
 
amount was comingled with the loan funds. 
 By means of implementation letter
 
No. 6, dated October 31, 1977, and using its own authorities, the Mission
 
extended the TDD of the loan to December 31, 
1979, to correspond with the
 
project assistance completion date (PACD) of the grant. However, a further
 
extension of 
one year is now required since a balance of $230,000 remains
 
to be expended under the loan for rural public works projects begun prior
 
to the TDD. 
This one year extension will permit, full disbursement of the
 
remaining loan funds.
 

Recommendation: That you approve the extension of the TDD for subject project
 
from December 31, 1979 to December 31, 1980. APPROVED
 

DSAPPROVED
 

DISAPPROVED
 

DATE
 

Clearances:
 

AFR/DR/SFWAP:JRMcCabe (draft)
 
AFR/SFWA:MMeares (draft)
 
AFR/DR :NCohen_ _
 
GC/AFR:NFrame (draft) 
DAA/AFR: i&or th - LX 

Drafted by:AFR/DR/SFWAP:PByrne:fn:12/ 7
 
AFR/DR/SFWAP:TCrawford:1/8/80
 

'2j
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ACTION MEMORANDUM TO THE A SISTANT ADMINISTRATOR FOR AFRICA
 

FROM AFR/DR,:J . 

SUBJECT: Cape Verde Rural Works
 

Problem: Your approval is required to authorize a one-year extension
of U.S. financial support to the Cape Verde Rural Works Project
(655-0001) in the form of a $500,000 grant from 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 Froject
 

1. Purpose
 

The immediate objective of the project has been to provide employment 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
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 (GOCV)
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, "Assistanceto Portugal and Portuguese African Countries", 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. 
 InMay 1977,
the project was amended to provide an additional $400,000 grant from
the Food and Nutrition appropriation to finance the purchase of equipment, required for dam construction. (The construction involved
 

1%
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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 project activity costs,

the GOCV 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 GOCV to support project activities in
 
only one of the four designated valleys.
 

The GOCV 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 4,800 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-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 developed a Strategy Statement for Cape Verde; neither
 
does a DAP exist. A preliminary assessment of the agricultural sector
 
in Cape Verde was completed under an A.I.D. contract in June 1978.
 
This assessment provides recommendations for an A.I.D. development

strategy in Cape Verde. 
According to 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 thBproject 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 responsibility 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. Socioeconomic, Technical and Environmental Description
 

1. Socioeconomic: Based on information provided in the evaluation,

the project has been 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 Evaluation, existing soil and water
structures have been constructed by hand labor using the dry rubble
technique. 
Check dams and retaining walls are constructed to meet
conditions of the particular site. 
 In the case of dikes constructed
in the river beds, excavatiorsof 2-3 meters are made by 1and, andlarge 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 carry
floodwaters equal to those of 1976 when an unusual rain of 10 inches
fell in one 24-hour period. 
The evaluation states the work accomplished

is impressive; the quality of the dry rubble technique is rated as
Iexcellent".
 

There are 200 work fronts presently in progress with 88 percent
of the dikes completed; approximately 56 percent of the retaining
walls are on target. 
Three Hundred and Six (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 farm-to-market roads.
 

The evaluatioi also pointed out problems related to the project;
namely, insufficient monitoring, and the lack of heavy equipment (an
excavator) for construction of dikes over 
180 	meters.
tions of the construction call for: 	
Primary recommenda

(a) 
a careful study of the watershed
to precede the work; and (b) work on the slopes to precede work in the
valleys. 
 (A major part of the Rural 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"

it has not 	

financing was not anticipated, and
been possible to address these concerns within the time frame.
Accordingly, we plan to make the evaluation report available to the GOCV
and recommend it be followed closely in the implementation of this project

extension.
 

3. 	Environment: 
 An lEE 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 eprlier 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
 
*FY 75 obligation of $3,000,000 in the form of a loan was converted
 

to a grant in FY 76.
 

D. 	Congressional Notification

A Congressional Notification is not 
required by this action.
 

E. 	 Waivers and Implementation

1. No waivers are required underthis extension. Since Cape Verde is
an RLDC, procurement in Code 941 countries and Cape Verde will be authorized.
 

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

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

AFR/DR, Doris Mason; and
 



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 PAF II.
 

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

AFR/DR/SFWAP:D4in:mj :9/19/78 Clearances:
 
AFR/DR/SFWAP :JRMcCabe (draft)
 
GC/AFR:STisa (draft)
 
AFR/SFWA: OLustig (draft)
 
AFR/DR/SDP:JNixon (draft) 
AFR/DR/ENGR :M organ (draft) 
DAA/AFR:tWHNorth '/ 

/s/ W. Haven 1Nor " ' SPp 2S 



AMENDMENT
 

PROJECT AUTHORIZATION AND FORREQUEST 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 (PAP-II) dated June 1, 1977: 

1. The amount of the Grant set forth in the first paragraph of the
PAF-II is hereby increased in the amount of $500,000 from $400,000 to
$900,000. The additional 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 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 Amendment shall be manufactured
 
in the United States".
 

Assistant Administrator for Africa
 

A 7 / / 



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
 

IEE Prepared by: AFR/SFWA , Owen Lustig
 

Environmental Action Recommended:
 

Negative Determination
 

Concurrence:
 

Jack Nixon
 
AFR/DR/SDP
 

Assistant Administrator Decision:
 

APPROVED:____
 
,/ 

DISAPPROVED: 

DATE: ' 2 
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I. 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 Domingo, 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 inflitration

of rain water into the soil; 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 built by the Portuguese and have since fallen into
 
disrepair.
 

The project outputs, to be achieved through highly labor :ntensive
 
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, Scope, and Magnitude of Environmental Impacts:
 

(interms of items on attached Impact and Evaluation Form)
 

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

Given the small size of the island and the similarity of the activities in
 
the Rural Works and Watershed Management projects (both are to construct
 
dams, dikes, terraces, etc.), AFR/SFWA has used the findings of the IEE on
 
Watershed Managment as a basis for the recommendation contained herein.
 
The Summary of the IEE isattached hereto.
 

III. 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 
Land Use 
Water 
Air 
Soils 
Vegetation 
Ecosystems 
Human Livelihood Systems 
Human Populations
Human Health 
Animal Health 
Cultural Health 
Regional Viability
Equitable Distribution 

X+ 
X+ 
X+ 

X+ 
X+ 
X+ 

X+ 
X+ 

X+ 

X 

X+ 
X+ 
X+ 
X+ 
X+ 
X+ 
X+ 

X+ 
X+ 
X+ 
X 
X+ 
X+ 
X+ 
X+ 
X+ 
X+ 
X+ 
X+ 
X+ 
X+ 

X+ 
X+ 
X+ 
X+ 
X+ 
X+ 

Good 
Good 
Excellent if rains come 
If fertilizers and pesticides aremonitored 
Excellent if rains come 
Excellent 
Good 
Good 

Good 
Good 
Good 
Good 
Excellent 

Key: 

X = Consequence Indicators, with: 
+ = Beneficial; or 
- + Harmful. 



ACUZOM MRA VD44 FOR 2TH ASSIST LV WT!VISR AMOR, AA/AYR 

PY ARIRA,, Dourte S. Conroy 

Prmoblem: VAidmm AID&Lan o~o. es&-z.-ooi to the Rejnsbuei of Cape verde, equip-.un deearibed below ia to be procured to aasit labor-int.en.iv operations.
A ziver iy requircad, however, to authorize proprietaryprocuement to aseure interohangablZityand standardizationof squuanpt. Under ERd wkAlo. 22 - Country Contraczin-, paragraph .C, authority is provided for AID
ooniduratio,,of wiving formal omWoteitive bid proedes.. Ase approvalof the AA1/AR ti requir*e, therefwore, in order that proprieta procur mnt 
may be effected. 

Discussion: A procurment wivez is required to forego oawpetitive
biding and au4 rize procuarent for certain it.. of equipmnt with
 
certain oorqpmiea a8 folloie:
 

a. 2v eaah, uix-ton duap tz'nao iiwth Ford ,otor CompaxV
b. On each, .ront end Zoader and back hot mounted on a 

D-4 tractorw~itha Caterpillar Companyj 
e. ThW each, oaqwo.ors with Jaak)1me3 attaahuuntswith 

IngarsoZZ-Rand Ccmrpany. 

Under an AID loan, Cape Verdo is undertaking a Zabor-intensive contiction
prog=R, to build dykae, dias, and similar type *oil and water conoervation
 
proJeae. Thiese projeate involve hand placed ton etrucres. In on
junction with the Zabor-intcnuive or-crations, a smaZl o .nt of qimient
ia ne*dad to q.arry and transport #tone to project site where ,tone ie not
arally azilable and to key-in all dame to tMe eisting id-rook anmd 

One M'inistry of Agrioulturae and Water established an equij'sint main tenamcaand repair facility near Fraia in 1967.- Aso, they purohaaed several iterw 
of equipment from the *me suppliore stated in paragraph I above. T"heea'uipwnt -tated above wll supplement idential equipment aroa=d on hand.Since the maintenarao and repair facility is small in both size and staff , 

ess of operation to inoluda einrpliffioution of usare parts is an importantconsideration. Coneequntly, we believe that the ae aoouxpai which have
aupplied equipment in the past should provide the now equiment. 

Country Coeiractinq Hwawok 21, Chapter WCO of Procurement of Zquipment and,4teriala, provides,for proprietw proouaenrent thrmgh a wtaiverwahom AIDdetawdas that, in order to aeswe in rehoemjbilitj or estadardisationofequipmen., rurahame of a =vwdity by reference to a particular specifioation,trade na, or designation is neceeary.. In Wehi.uation both of the 
facto-s: app.,, 7
 

Roommondation: Rooowoow aiver be approved to offet poretary procure-Mont f i7 eugt with U.S. fiPW4 ds listed in dioauieaio" above. 

D~eaproed:_ ___ 

Ada: 

http:labor-int.en.iv


-2-

S~R/RANR: 5/?SPSti~a Date: 

AIR/CODS:Sielwnesubj. /,7
 

Date"..
 



L/
 

JUL 91975 
ACTION MEMORANUM FOR MHE ADMINISTRATOR JL917 
THRU: ES 1 . 4 7 
FROM: AA/AFR, Samuel C. Adams, Jr..l¢-k- .E TAR'A'
 

Problem: 
 We wish to increase the amount of grant funds authorized for
Portugal and the Portuguese Speaking territories in Africa from $5.0
million to $7.75 million and seek authority to forgive liability for
the repayment of a $3.0 million loan to the Cape Verde Islands. 
 This
can be done by requesting the House International Relations Committee
and the Senate Foreign Relations Committee to amend the Foreign Assistance
 
Act of 1961 ("the FAA").
 

Discussion: 
 Section 496 of the FAA, added by the Foreign Assistance Act
of 1974, authorizes $5.0 million in grant assistance and $20.0 mill±on
in loan assistance for Portugal and the Portuguese Colonies in Africa.
The Foreign Assistance and Related Programs Appropriations Act, 1975,
provides that, of the amount authorized for Portugal and its colonies,
not less than $5.0 million should be allocated for the Cape Verde Islands
and not less than $5.0 million for Mozambique, Guinea-Bissau, and Angola.
The funds were appropriated for the fiscal year ending June 30, 1975.
The unobligated balance is already available under Section 111 of the
FY 1976 Continuing Resolution. 
A.I.D. has committed $4,150,000 of the
grant fund available ($750,000 for Portugal, $400,000 for Development
Training, $1,000,000 for the UN refugee resettlement program in Guinea-
Bissau, $2,000,000 for Cape Verde) and only $850,000 remain unprogrammed.
Only $17,250,000 of the loan funds have been committed ($14,250,000 for
Portugal and $3,000,000 for Cape Verde) and $2,750,000 is available under

the Continuing Resolution but unprogrammed.
 

The economy of the Cape Verde Islands is in serious difficulty and almost
totally dependent on external aid. 
While the Transitional Government
accepted a $3,000,000 development loan (with no interest), they emphasized
the difficulty they may have in servicing debts and repaying loan assistance,
We, therefore, believe that repayment of the loan which was signed on
June 30, 1975 should be forgiven. 
Section 620(r) of the FAA prohibits
the forgiveness of debts incurred under FAA loans. 
 Forgiveness would
require legislative authority which could be included in the Foreign

Assistance Act of 1975.
 

In addition to the Cape Verde requirement for forgiveness of the loan,
the Department received a request dated April 16, 1975 from the UN High
Commissioner for Refugees for a cash grant contribution towards a $7,150,000
program for the repatriation, immediate relief and resettlement of refugees
who have returned or are expected to return to Mozambique. We may receive
a similar request for Angola. 
Loan funds cannot be used for contribution
 
to the UN.
 

The Department wishes to indicate to the new government of Sao Tome and
Principe, .... 
 ' 
 -
 , ' that we will provide 4 or 5 
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undergraduate scholarships in the United States at an estimated contribu
tion of $100,000. There is a possibility that the Government of Guinea-

Bissau will request assistance for rural development activities and the

economic status of the country would dictate grant financing. Last winter
 
we had expected an economic survey team to go to Mozambique to assess loan
 
assistance requirements, but at this stage, we doubt that discussions will
 
materialize soon.
 

In short, unless the amount of grant funds available for use in Portugal

and its colonies is increased from $5,000,000 to $7,750,000 (the $750,000

represents the amount already obligated for Portugal), and we have authority

to forgive the debt arising from the $3.0 million loan to the Cape Verde

Islands, we will be unable to meet requests for needed financial assistance
 
in Portuguese Speaking Africa in an appropriate and timely manner. 
The

Office of Legislative Affairs has discussed the problem with Senate and

House committee staff members some time ago and we believe they are receptive

to amend the FAA in the Foreign Assistance Act of 1975, on which hearings
 
will begin July 10, 1975.
 

We believe the need to respond to Congress' mandate in Section 50 of the
 
FAA of 1974, and the need to respond to the urgent requirements of the
 
territories for financial and resettlement assistance is sufficient
 
justification to warrant a request to 
 the Committees.
 

Recommendation: We recommend that you sign the attached letters 
to the
 
Chairman of the House International Relations Committee and to 
the Chair
man of the Subcommittee on Foreign Assistance and Economic Policy of the
 
Senate Foreign Relations Committee.
 

AFR/RA:EDConroy:hsa:7/8/75 
 Clearance:
 

AF/EPS:RBDuncan (draft) 
 Date: 7/3/75

GC/LPO?.DMNeill (draft) 
 Date: 7/7/75
 
AFR/DP:RGHuesmann (draft) Date: 7/3/75

GC/AFR:EADragon (draft) NA Date: 7/3/75

NESA/NENA:MWard (draft) Date: 7/3/75

AA/PPC:AShakow Date: 7/7/75
 
AA/AFR:DSBrown 
 Date:
 
CC:CLGladson " Date:--,2 
AA/LEG:JPLewis- Date: _
 



ACTION MEMORANDUM FOR THE ADMINISTRATOR JAN 3 0 ;Z7S 

THRU: ES 

FROM: AA/AFR, Stanley S. Scott 

Problem: To forgive the liability incurred by the Government of theCape Verde Islands for the repayment of A.ID, Loan No. 655-Z-001 in

the amount of $3,000,000.
 

Discussion:
 

Pursuant to this Agency's request to the Congress (Tab A), 
a provision
was added to the Foreign Assistance Act of 1961, as amended, authorizing
the United States to forgive the liability of the Government of the
Cape Verde Islands for the repayment of A.I.D. Loan No. 655-Z-001 in
the amount of $3,000,000. The new provision, Section 496(b), 
states,
 
as follows:
 

"(b) Notwithstanding the provisions of section 620(r) of this
Act, the United States is authorized to forgive the liability
incurred by the Government of the Cape Verde Islands for the
 
repayment of a $3,000,000 loan on June 30, 1975."
 

A legal memorandum setting forth the impact of new section 496(b) is
attached (Tab B). This memorandum notes that since the language of the
statute confers authority upon the United States (A.I.D.) to forgive
the liability for repayment of the loan rather than operating itself asa forgiveness, a specific act of forgiveness is required. 
The memorandum notes further that the new section 496(b) of the FAA is an
exception to the requirements of both Section 4 of the Foreign Disaster
Assistance Act of 1974 and Section 321 of the International Development
and Food Assistance Act of 1975. 
 The latter provisions of law would
otherwise require, respectively, 30 days' notice to the Congress of the
cancellation or settlement of any debt owed by a foreign government to
the United States under the FAA, and an approval of the Congress by
concurrent resolution with respect to 
che settlement of any loan made
under the FAA in an amount less than the full amount of the debt.
 

The conditions providing the basis for the forgiveness of loan repayment, i.e., precarious economic situation of the Cape Verde Islands and
almost total dependency on external assistance because of an 8 yeardrought, still continue to exist. In these circumstances, we believeit to be most appropriate to exercise the authority conferred bySection 496(b) to forgive the liability for repayment of the loan.
 

As noted in the legal memorandum, you have the authority to exercise
the authority set forth in Section 496(b) by virtue of the provisions
 



-2

of Executive Order 10973 and Department of State Delegation of
 
Authority No. 104.
 

The AF Bureau concurs in this course of action. Although not legally

required to provide notice to the Congress, we plan to advise the
 
Congress of the action taken in accordance with Section 496(b).
 

A proposed telegram notification to the Cape Verde Islands is attached
 
at Tab C.
 

Recommendation: 
 That you approve this Action Memorandum, thereby

forgiving the liability incurred by the Government of the Cape Verde
 
Islands for the repayment of A.I.D. Loan No. 655-Z-001 in the amount
 
of $3,000,000.
 

APPROVED:
 

DISAPPROVED:
 

DATE:
 

Attachments: a/s
 

cc: A/AID:John E. Murphy
 
USAID/Abidjan REDSO:Miles Wedeman
 
EUR/WE: EMRowell
 
NE/NENA: ASchwarzwalder
 

Clearances: 
aeAFR/RA:Conroy iDate: 

AFR/DP :Rlluesmann LN Date: It 4 
AA/PPC:PBirnbaum Date: 'ji"71 
GC/AFR:EDragon -P Date: /.'/ 
GC:CLGladson Date: 
AA/LEG:DMNeill Date* 
SER/FM:TRBlack: ' Date: -- 6__
 
AA/AFR:DSBrown Date:
 
PPC/DPRE:Aandly, Date: 
EB/IFD/OMA:BCrojejr Date: "/, 
AF/W:RMcGuire r Date: Y 
AF/EPS:RDuncan 0/ Date: 
FM/BFD:BLWhiting (info) 
FM/LD:ASmith (info) 

-j L/EBSBond -If Date;,f, It51v 
AFR/RA:RLChamberlain:GC/AFR:EDragon:fmse;12/14/76
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DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. D.C. 20523 

January 14, 1976
 

MEMORANDUM FOR AA/AFR: 
Mr. Stanley S. Scott
 

FROM: GC/AFR: Edward A. Dragon
 

SUBJECT: 
 FAA Section 496(b): Forgiveness of Liability for Repayment
 
of Loan No. 655-Z-001, Cape Verde Islands
 

Section 496(b) of the Foreign Assistance Act of 1961, 
as amended,

provides as follows:
 

"(b) Notwithstanding the provisions of section 6
 20(r)

of this Act, the United States is authorized to forgive

the liability incurred by the Government of the Cape

Verde Islands for the repayment of a $3,000,000 loan on
 
June 30,1975."
 

Section 496(b) was added to the FAA by Section 314(4) of the International Development and Food and Assistance Act of 1975 
(P.L. 94
161, approved December 20,1975).
 

The Report of the House Committee on International Relations (House
Report No. 
94-442, dated August 1,1975), with respect to the new
 
section 496(b), states as follows:
 

"This section of the bill would also permit a $3 million

loan made to 
the Cape Verde Islands to be turned into 
a
 grant. 
 Cape Verde is in serious economic difficulty and

almost totally dependent on external aid because of an 8year drought. Assistance from the United States 
to start

labor-intensive rural works programs in the area of agri
culture--dikes for gullies, simple irrigation ditches, 
and

hand-laid stone farm-to-market roads--could not be provided
on a grant basis because of the provisions of section 496

of the Foreign Assistance Act. 
 The assistance therefore
 
was provided in the form of a loan for $3 million. How
ever, the extreme poverty of the people of Cape Verde and
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islands' precarious economic situation make it inappropriate
for the United States to require repayment on the loan.
Since section 620(r) of the Foreign Assistance Act of
1961 prohibits relieving any country of liability for repayment of a loan made under the Foreign Assistance Act,
specific legislation waiving the requirement for repayment

is necessary."
 

The Report of the Senate Committee on Foreign Relations (Senate
Report No. 94-406, dated October 1,1975) reflects identical comments.
 

The impact of the new Section 496(b) is to confer specific authority
on the Agency to forgive the liability for repayment of Loan No.
655-Z-001 notwithstanding the provisions of Section 620(r) which prohibits the forgiveness of liability for the repayment of a loan made
under the authority of the FAA. 
By virtue of the delegations of
authority set forth in Executive Order 10973, Department of State
Delegation of Authority No. 104, and A.I.D. Delegation of Authority
No. 5, the Administrator or the Assistant Administrator for Africa
may exercise the authority to 
forgive the liability for repayment of
the subject loan. Since the language of Section 496(b) provides
that the "United States is authorized to forgive the liability", a
specific act of forgiveness is required (as distinguished from
statutory language having the ope-rative effect of automatic forgiveness). 
 This may take the form of the approval of an Action Memorandum
recommending such forgiveness followed by an amendment of the loan
agreement deleting the requirement for repayment of the loan.
 
With respect to the forgiveness or settlement of debts in amounts less
than the full 
amount of such debts, there are two provisions of law
to consider. These are: 
(1) Section 4 of the Foreign Disaster Assistance Act of 1974 (P.L. 93-333), 
and (2) Section 321 of the International
Developmenb and Food Assistance Act of 1975 
(P.L. 94-161).
 
Section 4 of the Foreign Disaster Act of 1974, provides, 
as follows:
 

"Sec. 4. 
The Secretary of State shall keep the appropriate
committees of Congress fully and currently itformed of the ongoing status of any negotiations with any foreign government
regarding the cancellation, renegotiation, rescheduling, or
settlement of any debt owed to the United States by any such
foreign government under the Foreign Assistance Act of 1961.
The Secretary of State shall transmit to the Speaker of the
House of Representatives, and to 
the chairman of the
appropriate Senate committee, the 
text of any international
 agreement proposing a modification in the terms 
of such
debt no less than thirty days prior to its entry into force,
together with a detailed explanation of the interest of the
 
United States in such modification."
 

44<
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Section 321 of the International Development and Food Assistance Act
 
of 1975 provides, as follows:
 

"Sec. 321. No debt owed to the United States by any

foreign country with respect to the payment of any loan
 
made under any program funded under this Act may be
 
settled in an amount less than the full amount of such
 
debt unless the Congress by concurrent resolution
 
approves of such settlement."
 

It is a well established rule of statutory interpretation that where
 
an act contains special provisions they must be read as exceptions to
 
a general provision in a separate earlier or subsequent act. 73 Am.
 
Jur. 2d, Statutes, Sec. 257.
 

Where there is in the same statute a specific provision, and also a
 
general one which in its most comprehensive sense would include
 
matters embraced in the former, the particular provision must control,
 
and the general provision must be taken to affect only such cases
 
within its general language as are not within the provisions of the
 
particular provision. United States v. Cihal (DC, Pa) 336 F. Supp.

261; 73 Am. Jur. 2d, Statutes, Sec. 257.
 

Thus, the new Section 496(b) of the FAA, being a specific and clear
 
authorization by the Congress to 
forgive the Cape Verde liability for
 
repayment of the subject loan, is an exception to the requirements of
 
both Section 4 of the Foreign Disaster Assistance Act of 1974 and
 
Section 321 of the International Development and Food Assistance Act 
of 1975. 

While the last two cited provisions of law are not applicable to further
 
forgiveness action, it might be desirable for the Agency to notify the
 
Congress of the forgiveness of the loan upon its accomplishment.
 

Clearance: GC/LPC:KCKammerer (draft) 1-10-76
 

cc: 	 GC:CLGladson
 
GC:WWarren
 
AA/AFR:DSBrown
 
AA/OLA:DNeill
 
AFR/RA: EDConroy
 
SER/FM:TBlacka
 
FM/LD :ASmith
 



ACTION MEMORANDUM FOR THE ACTING ASSISTANT ADMINISTRATOR FOR AFRICA
 

From: AFR/RA, E. Dennis Conroy. 'ij
 
Subject: Cape Verde - Rural Works Prc ct Amendment (655-0001)
 

Discussion: 
The A.I.D. $3.0 million Rural Works program approved in
 
June 1975 represented the first A.I.D. contribution to help Cape Verde
 
cope with its critical food shortage problem. The additional $400,000
 
provided through this revision supplements original resources toward
 
the same objective.
 

This revision has been made and the amended project paper accepted
 
unanimously by the Project Committee. It is, therefore, recommended
 
that you authorize the subject project revision by signing the attached
 
Project Authorization and Request for Allotment of Funds. 
 By signing
 
the PAF, Part II at Tab A, you will also be approving the attached
 
waiver (Annex 2).
 

A letter notifying the Congress of changes made in the original
 
proposal on page 280 of the FY 1977 African Program Book is in
 
clearance.
 

Recommendation: We recommend that you approve this Project Paper
 
amendment, waiver and PAF by signing the PAF, Part II at Tab A.
 

Attachments:A/S
 

Clearance:	AFR/RA/PSA,AMDiaz dx 11II 
AFR/DR,JWithershe. .r ,17
AFR/DP,CDWard .. ,- .) 

GC/AFR,EADragon IC'J' 

AFR/RA/PSA:MSMeares:5/2/77:hsa
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AGENICe L rP ItIT t PRIA rioNA..L ELOPLAE.1 I TnANSACTION CODE
PROJECT AUTHORIZATION AND REQUEST PAF 

, AOC
 
C C-&AiarFOR ALLOTMENT OF FUNDS 2 DOCUMIENT CODEPART I 0 cE.. E 5
 

3. COUNTRY '--NTITY 
4 DOCUMENT REVISION NUMBER
 

S. PROJECT NUMBER (7 digits) 6. BUREAU 'OFFICE 7. PROJECT TITLE 'M.amum 40 chara terl, 

L655-0001 7 AFR E C06 ] Rural Works 

8. PROJECT 
 ACTION TAKEN 
 9. EST. PERIOD OF IMPLEMENTATION
 
APPROVAL
 

DECISION 

0CE APPROVED 

DE AUTHORI ZED YR 

R 

2TRS 
10. APPROVED BUDGET AID APPRC')PIATED FUNDS 1S000) 

A. APPR O . B. PRIMARY PRIMARY TECH. CODE E. IST FY_5 H. 2ND FY .Z7 K. 3RO FY._PRIATION PURPOSE 
CODE C GRANT 0 LOAN 
 W GRANT G ILOAN G1ANT J. LOAN L GRANT M. LOAN 

Ii FN 
 140B 066 3,000* 400
 
(3) 

TOTLS_ 000oo 400 
'I "ROJECT FUNDING A U

A. APPRO. N. 4TH FY__ Q. STH FY_ LIFE OF DROJECT AU THORI ZED GRANT LOAN 
PRIATION 

0 GRANT P LOAN R GRANT 5 LOAN 
ENTER ARPROPRIATE 

T GRANT U. LOAN COM) I 

2) -I4 CRIEUENTA..,

III ___ ___i(2) LIFE OF PROJECTLIFE OF PRO.JECT 

C
 
(4 1 PROJECT FUNDING / 

TOTALS AUTHORIZED T4Ru 7 7 

12. INITIAL PROJECT FUNDING ALLOTMENT REQUESTED (1000) 

B. ALLOTMENT REOUEST NO. _ 

A. 
13. FUNDS RESERVED FOR ALLOTMENT 

APPROPRIATION 

C. GRANT D LOAN TY En NAME i('Itr. R/bAJ/F. j 

(,) FN 400 
 Jean McColl, SER/FM/FSD
 
(2) 


SIGNATURE 

(3)
 
(4) 


DATE
 

TOTALS 400
 
1 4. SOURCE'ORIGIN OF GOODS AND SERVICES F 000 I-'-941 ["--LOCAL - OTHER 93 

935
 
IS. FOR AMENDMENTS. NATURE OF CHANGE PROPOSED 

To provide the Government of Cape Verde with 
the foreign exchange to
 
purchase 3  6 ton dump trucks, 7 portable compressors with jack

hammers, 3 utility vehicles, and 
1-80 HP wheel tractor with polypgripper
 
(front end loader).
 

This amendment does not affect 
the overall project goal, purposes, or outputs.
Further, this amendment will increase the labor intensity of 
the project by

permitting the employment of approximately 3,000 additional families.
 

*GOCV repayment was forgiven on March 23, 
1976.
 

IS. AUTHORIZING 17. ACTION DATE IS CTION REFERENCEFOR OFFICE SYMBOL ACTION REFERENCE DATEMMItOoo )
PPC/PIAS M, DO Yr (4p DO V
 
USE ONLY M y ILMt 
AtoI S 1 7*7SI 



PROJECT AUTHORIZATION AND REQUEST FOR ALLOTMENT OF FUNDS
 

PART II
 

Country: Cape Verde
 

Project: Rural Works
 

Project No.: 655-0001
 

Pursuant to Part I, Chapter 1, Section 103 of the Foreign Assistance Act
 
of 1961, as amended, I hereby authorize a Grant to the Republic of Cape

Verde, the "Cooperating Country", of not to 
exceed four hundred thousand
 
United States Dollars ($400,000) to supplement funds made available in
 
1975 for this project. This funding increase will be used to finance
 
the purchase of additional equipment to continue the program of construc
ting check dams throughout Santiago Island.
 

I approve the total level of A.I.D. appropriated funding planned for the
 
Project, a Grant of not 
to exceed four hundred thousand United States
 
Dollars ($400,000) during the period FY 1977 through FY 1978.
 

I hereby authorize the initiation of negotiation and execution of the
 
Project Grant Agreement by the Officer to whom such authority has been
 
delegated in accordance with A.I.D. regulations and Delegations of
 
Authority subject to the following terms, together with such other terms
 
and conditions as A.I.D. may deem appropriate.
 

a. Source and Origin of Goods and Services
 

Except as authorized in paragraph b. below, ani 
except as A.I.D. may

otherwise agree to in writing, goods and services financed by A.I.D.
 
under the project shall have their source and origin in the United States.
 
Ocean shipping financed under the Grant shall be procured in any eligible
 
source country except the host country.
 

b. Waiver
 

Based upon the justification set forth in the project paper the
 
following waiver to A.I.D. regutations is hereby approved:
 

--A procurement source and origin waiver from Geographic Code 000
 
(U.S. only) to Geograuhic Code 935 (Special Free World) for small
 
hand tools in the approximate value of $20,000 for construction of
 
check dams irn Cape Verde, Santiago Island.
 

Clearances "AFR/RA/PSA Afl~iaz
z
 

AFR/RA":EDConroy "," 
 .,
 

GC/AFR:'EADragon 4r/!t
AFR/DP:CDWard --- _ 
c' y.'. ___ ',____ " "'---___2 

AFR/DPRE'Jet " W a t 

ArR/AMcfn~r,~.i~,. Ac in177M/A/Y 



-2-.
 

This amendment to the Rural Works project increases A.I.D.'s contri
bution by $400,000 to finance additional equipment for sub-projects

III and IV. This equipment will be used to continue the program of
 
constructing check dams throughout Santiago Island. 
This is a varied
 
phase of dam construction, as 
it will involve the utilization of
 
larger rocks in dam building than before. While the average size of
 
the dams (approximately 20 to 100 feet wide and 3 to 6 feet high)

have not changed, the rocks in sub-project III and IV sites are much
 
larger. The construction will still depend on manual labor but a
 
minimal amount of equipment will be required to move the large rocks
 
to the dam sites and place them in the dam structure,
 

Construction of these dams cannot be accomplished with hand tools and
 
hand labor alone. At least one tractor, supported by dump trucks and
 
drill compressors with jackhammers, picks and shovels are needed for
 
the excavation and drilling at the dam sites. 
 (See Annex 1 for details).

Dump trucks will be used 
to carry rocks and other materials to the dams.
 
The GOCV does not have sufficient supervisors to cover thq numerous
 
projects going on at the same time, therefore, lack of mobility of
 
these few officials restricts productivity at the dam sites. The
 
utility vehicles 
are required to transport job foremen and supervisory
 
personnel to solve thisproblem.
 

The GOCV emphasized, and REDSO/WA technicians confirm, that acquisition
 
of the above equipment will not reduce the local employment and will
 
not replace manual labor. 
 On the other hand, the additional minimal
 
equipment will permit undertaking larger and more labor intensive
 
projects which will employ an additional 3,000 families.
 

Background
 

The country of Cape Verde consists of 10 islands of volcanic origin

which are characterized by steep mountainous terrain, rocky landscape
 
and widespread, and serious erosion. 
Nine of the islands are inhabited
 
by about 300,000 people, who struggle day to day to scratch a subsis
tence living from the dry, infertile land. The inherent landscape
 
problems coupled with overpopulation and an eight-year drought have
 
left the country with a mounting food deficit which in 1977 totals
 
about 38,000 metric tons. Government and other donor efforts are
 
being intensified to help the country cope with its 
critical food
 
shortage problem. The A.I.D. $3.0 million Rural Works Program

approved in June 1975 represents the first A.I.D. contribution
 
toward these efforts. The additional equipment provided through
 
this revision merely supplements original resources towards 
the same
 
objective.
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Project Beneficiaries
 

Approximately 42,000 people living on Santiago in an area of about 191
 square kilometers will be reached indirectly through farm watershed
(sub-projects) activities which are expected 
to have a significant
impact in the agricultural production of farmers living in the area.
More than 4,500 families will be reached directly through this project.
 

Progress to Date
 

To date a total of 950 check dams 
(each approximately 20 
to 60 feet wide
and 3 to 6 feet high) have been built by hand--530 in sub-project I;
320 in sub-project II; 
and 100 in sub-project III. Implementation of
sub-project IV is expected to begin in June 1977. 
 (Work under subproject III was temporarily suspended in June 1976 because of insuffi!
cient equipment). Presently, the project employs 2,000 families with
an additional 3,000 families 
to be employed in June 1977. 
 Employees

earn an average income of $100 a year.
 

Although implementation of sub-project IV has been delayed and work
suspended on sub-project III, 
the project is expected to have a signi
ficant impact on the agricultural potential of the Island of Santiago
where the Principal activity is occurring. This project land area,

(180 square Kn) once all rocks is now, as 
a result of this project,
a fertile land covered with fresh vegetables, i.e., 
tomatoes, sweet
potatoes, green beans, cabbage, onions, potatoes, etc. 
 Even after
eight consecutive years of drought and only a few days of sporadic

torrential rains in September 1976, 
this once desert-looking area
has been covered with vegetation and much needed basic food crops.
 

Host Country Contribution
 

We estimate that the host country contribution will be $160,000 equal
to 29% 
of the total cost of this input during active AID participa
tion. An assurance to 
this effect will be obtained from the host
country prior to or at the time of execution of the project agreement.
 

-ImplementationPlan 

Time
 

Month Year
 

1. Completion of Project Amendment 
 May 1977
 

2. Notification of Congress and start
 
negotiation with GOCV 
 May 1977
 

3. Obligation of Funds 
 June 1977
 

4. Issuance of PIO/C for Commodities 
 June 1977
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Time 
Implementation Plan - continued Month Year 

5. Commodities Ordered July 1977 

6. Commodities Received March 1978 

7. Begin check dam construction in sub
projects III and IV April 1978 

8. Assessment bf Progress to Date Sept. 1978 
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I. SIJkARY -AND RCO.K--NDATIONS 

A. Recc-mendations 

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 Project
 

The Loan will provide foreign exchange cost and local-cost

financing%Iern to supportn tecntuton 
 "- eabor-intne -r-l.of access roads, conservati-n orks
, e irI +-q Project activities wi beorganized
and carried out by the Ministry of Economic Coordination and Labor of 
he


nal Governmentproj 
 aimplemented using estab asned procedures and practices 
ructure sub
for execution of labor-intensive public works. 
 The Ministry has been involved in such activities for some time and does nnt 
--- to 
recuest
Yrelated ng-termtchnical.assistance, althoughroject planni 
 .e Mi7nistry wi
Long-term technical assistance. 
 e eligible for 
 in 
 er the loan, but it islikely that any technical assistarce provided by the U.S. would come from
sources such as the Peace Corps or private and voluntary organizations.
Short-term assistance for sub-project planning would probably be prcv~ded.
by AID personnel.
 

Because it has 
 ot been Possible to carry out the detailed 
ro

.. major sub-projects rura. roadts, landandwaterdevelogqjent wthlZ57 W.YUL"ln-U ette log expez'eneEconomic Coordination and Labor with similar projects, there is little
doubt that the various inputs 

of the Miistry of

-
management and administration provided by
the Ministry, skilled and unskilled labor by Capeverdeans, and planning
and financial support by AID 
-

completed rural 

can be combined successfu2.7y to produceroads and conservation and irrigation works. 
 Whether
these facilities will result in increased food production, and ultimately
an improvement in the welfare of the resident islanders, depends on alarge number of factors such as those noted in the preliminary lcgical
framework included as Annex A. below. 
A more complete versicn of the
logical framework may be prepared as 
the planning for each of - m4-.sub-projects proceeds.
 

http:successfu2.7y
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C. 	 Summary Findings 

Although the imnact of the various sub-projects cannot be predicted with any accuracy until after the 	detailed planning hascarried out, it 	 beenis clear that the activities financed under the 	loan wllhave a significant f 	 on w a ' or Cae-

Jo" 	d fin1icea~ v n e millo ma-asoCapeverdeans 	 abor. Since almosthave an income of over = 	 noper 	annum, since areand therevirtually no large farmers who could monopolize the benefits of increased
agricultural output, the longer-range benefits of the various subprojects should accrue almost entirely to individuals who make up the"poor majority". 

The 	project meets all statutory criteria.
that 	no ll(e) certification has been included, since 
It should be noted 
Section 6 ofthe
 

° sub-roiect until the 
detailedvLans for that sub-DroJect havebeen

completed, Including analyses o0 tchnijca.. soundness and 	 p.lans for maintenance and utilization of the facilities.
 

D. 	Project Issues
 

The TGCV has requested that all AID assistance be provided on a
grant basis, but has indicated that it would prefer to receive 
a loan immediately rather than wait several months in the hope that a grant for
the 	same amount could be provided at some time in the future. 
Since only
$2 	million in grant funds is available in FY 1975 for Cape Verde, and
since the Foreign Assistance Appropriations Act of 1975 enjoins AID to
provide not less than $5 million in assistance to Cape Verde in FY 1975,
the 	best course appears to be to make $3interest loan In 	 million available as a noud 	r . . . .. .oa 


ebt service prospects are sc-u-sse in Section III.B. below.
 

intret ~ 	 u derstanding that-AID will seek legisla-

II. 
 FROJTCT BACKGROUND AND DETA=.D DESCRIPTION 

A. 	 Background
 

The Cape Verde islands are a group of five
(nine 	 islets and 10 islandscf 	which are inhabited) 350 miles due 	 west of Senegal in the Atlantic Ocean. They are 	 spread over an 150 mi2ls scuare and atotal 	 area havearea 	of about 1500 square miles, one-fourth larger them 	?hodeIsland. The population is estimated at 280 
- 300,000, _nd is predominantly of mixed Portuguese and African descent.
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Cape Verde has been a Portuguese dependency since the midfifteenth century. 

regine in April 1974, 

Following the coup which overthrew Portugal's Caetano
the Portuguese Government recognized the right toindependence of its African colonies, including Cape Verde as 
well as
Angola, Mozambique, Guinea-Bissau, Sac Tome and Principe. 
In December1974 the Portuguese Government established the Transitional Government ofCape Verde, made up of representatives of Portugal and the African Party
for the Independence of Guinea-Bissau and Cape Verde (PAIGC). 
 Elections
will be held on June 30, 1975 for a Constituent Assembly which will be
empowered to proclaim independence (scheduled for July 5, 1975) and draft
 a constitution.
 

The Cape Verde 

related to 


Islands are suffering from a seven-year drought
the Sahelian drought in continental. Africa. The drought hasreduced agricultural output to about one-fourth or one-fifth of itsmal level norand has made the economy totally dependent onsubsistence. imported food forThe Portuguese Government has been providing $20
lion per - $30 milyear in recent years to finance Cape Verde's budget and balanceof payments deficits, but has announced that it will be unable to continue large-scale assistance after independence.
f.nancial, technica While some Portugueseand cultural assistance will continue after July, it
will undoubtedly be sharply curtailed.
 

The TGCV has appealed to the UN agencies and to bilateral
donors for assistance both in meetLng its immediate need for food and in
developing programs to foster Cape Verde's economic development. 
The
UMP organized a mission which visited Cape Verde in late January and
early February 1975 and included representatives from most of the UN
agencies. 
 Other bilateral donors have been approached, although no 
information is available concerning the outcome. 
 In responsemade by Capeverdean officials during a visit to the 
to requests
 

March State Department
1975, and pursuant to the in 
1975 which stipulates 

Foreign Assistance Appropriations Act ofthat not less than $5 million besistance to the Cape allc_,ated for as-Verde Islands, an AID team visited Cape Verde in May
1975 to discuss assistance possibilities. 
 The team concluded that the
U.S. should provide: (1) an AID loan of up to $3
financing million to assist in
the labor-intensive construction of rural works, including soil
and water conservation works and low-standard access roads; 
(2) an AID
grant of $2 million to enable the Government to continue the subsidized
sale of food commodities 
in the islands; and (3) Title II food commodities in support of food-for-work programs implemented with assistance fromvoluntary agencies. This paper discusses the proposed $3 million lcan for
Agricultural Support (Rural Works).
 

B. Project Description
 

The plan to use all of the funds provided under the loan for
 
~alworksconstuction 
 falls in two categories: soil d 
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conservation wors and farm-to-marktr
vaYr n 	 The soil andwor3 s 	 water conserwould be constructed primarily on Santo Antaogreatest agricutural potential of the 	

which has the 
Vicente, 	 10 islands, but alsoFogo, 	 on Saobuilding 	 Brava and Santiago.ofP _1. 24V2,'y_ 	 They would includeVw-n7v	 the 

from the ould e m hwashed do.m 
pours; the construction of stto i revenpro no r 

portof~~49 city p yc rec tie through he to f e ac-s-stm e
that can 	 ' osotpoofrhradc nbe used for pasturage 
rn 	 tosla tiaowor crop productiothe-ruraw 
 or


tural out proucs f'romn 
thed the -1'o crollarchipelago's 	 armsoil adwtrrsucsefcdeoeneat the oraspects most produlctive te cons euceoVest as ipre odcof the transportofagriculturalagrculturaltoCapthePOrM 	 vl mdirrgties areacity Of Porto Novo for transhiLment ef o rppouto.uo e th=csto other islands. I 

aiThe overalltuaretaninprouctswanl =.Ua tn alu iouand acreaesalfres to increase Producti s etc.=Laa.....o earn completedn- a - eZ:areaso
 
Verde s depenence on imnorted n thme
rat 	 imprcsil 
ndwate1ri retention arn siiiAn thebe .f
ofthsoT ane 	 t r mroerare te aoewater conservation 	 iwors is bo esr
 nce the
soil and water resources effectivey

the 	case of the farm-to-market roads the 

41 or crop p oduction. In
r ei5.oeef as
t

fective farmgate pricere 	ai to the farmer by iducing costs Z' 	 -l- sict d aes a rsretainiagtransport 	 co plan.. - The c-Leare- tlo-et -enc -fi as,et andcosscomplfted tarm-to-p rmarkt
rods. 
 he 	mjorassumptions' 

an 
fact impi!ere soil and 	 re -that the rural. workswater retention and significantly improve 

will in 
roadaccess, and that the other aspects of the crop production system
ability of material and human 	 - availinPUtS, techniques, incentives, etc. -are less binding constraints than-the absence of the works to be 


structed. 
con

I'Tl. PROJTECT ALYSIS 

A. 	 Technical Analysi s
 

The conservation 
 works andsupervision of the Ministr 
roads will be constuednArth 

... Ecooi
..... Corinto
.
qito.lgos 	 Larue unge thed _d 	taghnimueftsi~t 0!, 0. 	 wooin ave o4 -o moabor- s,;r. lve ann,..mw- .. t 
wol mrtaz: rnr z Th -ocads 7,cu d be Of the cob,. 

e n h -emD~ov-Een--eneration aspects Of- :H ^7 
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The TGCV has indicated thatand implement it has the capacitywrathe works projects both to iad is currently pre-larin detailed_lans-U'LY for constT7 1'1-rQa.gwjapproved si R Dy AID prior =w":o rel'eas,.ar,-15ids under the Loan. 

or COnstrction sc.er~ 
s
Parts of Africa, the 

ased on similar road costruction activitiescost of the farm-to-ma.ket road construction should betonatheorderof L000-permil1
roads planned. , or $400,00 for the. twoLowing 25% for _contingenc  es, the cost breakdcthebe p~ f- tould 
o-Ul n -- 2" -2500ooof' the costs wMould be 0 'c0 r',-lo csts, but ethere wiould scb

;Qa j-reated t Uh-chase of cementit would be Prohtibitively time-consuming and hand tools. SinceCape Verde from the and expens.etU.S. via Po=ugal, cement s. it cement tobe urcased
 towould
PQT' 1Cde 935waiver if 
Cudbe 

e s~ If possible, h~o-wever, itin Code 41.:chased in nearby A-'rican countries,941. If hand tools are available All of which are includedamounts are needed, on Cape Verde and cly smal!they would be purchased locally under the annlicablo
shelf-item procurement Prov'sions (up to $2500 per transaction, aggregate
value not to exceed $100,000). 
 If hand tools 
are not available locally,
they 'willbe procu-red from the U.S. or from Portugal under the Code 935
waiver. 

T e environmental " o+ -- ,o±-i4- .....constrat 
 u7r.y th ot esrat 

B. Financial nalysis and Plan
 

The TGCV has 
not submitted estimatetanimtheru- wor of .cs- .in. undertne oan.other than main7enan (Oerating costsLu.11.j} However, most maintenance *wiil probably be carried out by local farmers. Maintenance costs reflected in
Government budgets should be virtu-ally non-existent.
 

'unds are 
Since the section of the Foreign Assistace Act ,nIrerbeing provided does not , stipulate aject financing by the 3 mi-nium contributicn orrower, c-rc-AZD w-illfinancial ccntribuzion to 

not require any hcst-countr..the project iven thetion, it would urrenbe virtually impossibleany more for the Gcvern.enzzhaz -he salaries D : 4-tof Coverr en-ni and l--e-mentaon. staff involve: :n proj-ctThis wouIJ be e:zzrerely ljnlikel-
l

$l 
3
million or the ecuivalent of 25% of roject costs nc 

".o az-rcach 
a a e.orrower contribution. s
 

cot..... 
 r w 

http:expens.et
http:1'1-rQa.gw
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As noted above, the TGCV has requested thatthe AID assistance be provided 
the entire amount ofon grant terms.availabilities preclude providing more than $2 million 

Although 
of 

AI 
the $5 million 

budgetary 
as a grant at this time, AID will consider converting the loan to agrant in FY 1976, subject to legislative authorization. Because Cape
Verde is likely to remain a member of the Portuguese escudo zone
foreseeable future, with virtually unlimited access to 

for the
 
the foreign exchange reserves of Portugal, Cape Verde's debt service capacity is a
function of TGCVI's ability to generate recurrent budget surpluses sufficiently large to permit payment of principal and intert. t on loans.
Cape Verde Government has been able to maintain a 

The 
budget in recent balanced recurrentyears, but will be very hard-pressed to do so in coming
years in the face of dcmestic pressures for increased Gcvernment
vices combined serwith declining Portugueseassistance
prospects. and uncertain revenueAlthough comprehensive budgetary data is not available,
figures provided by TGCV1 officials indicate that revenues in 1974 were
$ll million, while expenditures weredeficit. $40 million, leaving a $29 millionProjected 1975 revenues and expenditures
$45 million, respectively; are $12 million andthe projected deficit is 133 million. 

C. Socio-EconomicAnalysis
 

Labor-intensive construction by work brigades has been featureof Capeverdean life for decades and should present no problems of 
a 
acceptance. While these methods may be identified in some islanders' minds
with the colonial regime, the fact that itundertaken-by is entirely voluntarythe post-independence and isGovernment (and the fact that almostno other employment is available) should be adequate to assure a sufficient supply of labor for the project at the provoegar=w'- ,0escudos per day (about $2.50 at the current exc-hange rate of $1
escudos). The utilization and maintenance of similar facilities 

= 
is 
23

also
traditional and should present no problems.
 

The incidence of project benefits is difficult to project in the
absence of more data. 
The w ea .ro.ects
ip, ents "ade to laborers on t.-accrue
to 
 -b-._-e 
ed ie--Workers will be screenedto assure that jobs 
are equitably
-stributed
among families. Dnployment by one worker per family would
yield a family income equivalent to about three-fourths of the level of
average family incomes based on per capita GNP ($600, versus $800 for a
family of five on an annual basis). The incidence of benefits from 'ncreased agricultura! production is not known with any precisior,the orly informaticn available since 

on Capeverdeanvaries from island to land :enure is ".ha island and that largeunusual. individual landholdingsThis and the areimpact of the project on wcmen *wi_ investigated further du--inag the review of the 
be 

TGCV project plans. 
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With respect to economic analysis, it has not been possible to
quantify the project bene-fits, although this would feasiblebe if adequate-data were available. 
The project does probably represent the
least-cost alternative 'i terms of construction methods, although itwould be possible to reduce financial costs further by paying lower
wages. The economic cost of the project is close to zero, of course,since the opportunity costs of the material and labor resources to be
utilized (with the :possible exception of supervisory perscrnel) are
zero or toclose zero. 

IV¢. fiZENTTION ILarMNTG 

A. Adinistrative Arrangements 

.r.us ongoing public works projects) will be substantial. y reduced afterindependence, availability of planning and supervisory staff should .ct
be a problem. Although 
 has not assessedtheMnistr4
s inanent
 

carrying out simila programs at present suggests that it is adequate. 

AID will administer the project from Washington with field
monitoring provided from Lisbon (or other offices) as necessary. 
Negotiation of the Loan Agreement, review and approval of detailed project
plans, issuance of implementation letters and evaluations of progress
will be carried out by Washington staff and consultants, includingProject Officer an AIDand various personnel with expertise in rural works constriaction and agriculture. 
Routine advances and reimbursements for
local-cost financing would be processed by AID's Lisbon office. 
 The
Lisbon office would also provide support for any offshore procurement,
but major responsibility would lie with Washington.
 

B. Implementation Plan
 

The proposed project sc.hedule is as follows: 

Loan Authorization 

June 1975
Loan Agreement Signed June 1975AID Team Visit to Cape Verde/ July 1975 

1 A= team to include a ;rcga generalist, agricultu, s .,
works specialist, and procurement specialist.
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Conditions Precedent Satisfied 
 July 1975
First Advance Processed 
 August 1975
AID Supervision Team Visits Cape Verde 
 September 1975
Q-41l Reibg sement rocessed
Pa r gautdOBorrower adAMI D- combetZrI ;Januar
 

M _pi uywl.are ndtie m 
the loan will be isbursed in the form oflaborers. It is expected 

local costs to pay aethat the TGCV will requestfunds be that some of theused for the procurement of cement and appropriateAlthough every effort will be hand tools.made to purchase cement Codetries in Africa 941 counand to procure hand tools in the U.S. 
ir 
or Code 941 countries, timing considerations may make it necessary to procure the cementor scme of the hand tools in Portugal. Since the T.jCV intends to irawdown the loan proceeds rapidly in tocrder provide wage paymenzs forotherwise unemployed Capeverdeans, long procurement delays due to shipment from the U.S. for critical items such as 
cement and hand tools
would preclude achievement of the immediate objectives cf the project.
Consequently a Code 935 source and origin procurement waiver has been
included in the loan authorization (see Annex E) for up to 10% of the
lcan amount (or $300,000) to permit procurement of Portuguese cement orhand tools if necessary. 

C. Evaluation Plan 

An evaluation plan will be prepared during.D the visit of theteam in July. It is anticipated that the project will be completed
by the end of 1975 and will be evaluated in early 1976. 

D. 
Conditions, Covenants and Negotiating Status
 

The Loan Agreement will include the normal procedural Conditions Precedent to disbursement (legal opinion, signatures of authorized
representatives) 
 s well as a Cd 
 on Precedent requiring
S and AI GCV submis-

L....:-- W " ' 

tiated in Cape Verde during the week of June 23 and signed by June 30 if 

possAibe
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A,,) fel*-J~dt flSPROJ 
ECT DFSIGII SUMMARY L. ol r ,LOGICAL rR;.AEWORK 

F- Fl .1975 _ 197F.,
P. oi ,c, r,l & NM1':I U L 7XI S Iv i pn - W loT. S,. I U 


i'AR!AllVE SIwJ:Ay 

, S-C€I-- Gooh:
0~~3 tI.iCliv06 

I 
Io 

OBJECTIVILY 
oG~s+IG lAchie-eenl: 

VERIFIABLE ItJDICArORS A or VERIFICAIIOT 
"- I$ttjuj 

0.l 

increase, -11l f-r inooMes and redo beans andrfrnlnrxeas_ d froi PrOtuction, other~ltrain order to Increasnd production of maze, productioncraeCaIle Verde's dependence on imported Govemit agricultural production nth TIi.an al 
data, special surveya iity of in te r. and betterCrz.m dities ability of soi nd - ter, a ndbetter

road access, will help to restore
prodution bec-luse othnr elc.ents of
ULe crop Pro.tuction systein (p:licies,
research, availabiljty of inliuts ,marketing, incfntivq, etc.) do not 

Piojec: P..po$.: act as major constraints 
C .du,. te w;1 -d;c,+u.r..ok Po9.ve:E-1 *Ipro~c sllt teO. *I benA

Th o c;.+ I loe S.upi+linpro/e and increase the effective An additJnal acres of land savailability of Ftrports of Ministry ofsoil and water resource Ecorsxucfor ajricultmiral production (conserva-
available for--rduction at high COordinationyields by mid-1976 and Jl~or, specialtion works) tlcn rkslbe surveyss r y s Conservationos rai nworksk andn roedsnL willlIutilized for crq production and
An additionalTO Increase tb. effective farm gate tially produc--e 

acres of poten- marketing and will be adistelyland provided
price to th fa:mer by improving with adequate marktingdaccess to markets maintainedphysical access and reducing transport
 
maxts (roads)
 

O.'p.1o: 
MeognihtA o# uip4uu,: 

A-1 uop0ioo |ford41...wConstruction of dikes, retaining walls, (abnstruction by t)ecmter 1975 of 9 osUpuit'
Rbports Ministry of Econmic" bordilna- Ministry of Eon rc Crdnationaqueducts, roads; land clearing miles of dikes, miles of tien and Labor, special surveysetGining walls, --- mTles of and labor can efOtcti l o-rdntieaqeTduct, uvyrai e-eof road, n ao a f~t,-i r Ljz 

a cres-ot and administern cleared of rock rural works o'.struc
tin without additional tedulicalassistance 

Labor 
Mlnnm of 1 million man-days of 
laborOrganization and administration by 

Ministry of Economic Cordination and rstpurvJsors available JulyIab r Decmrer 1975 
AID $3.0 million loan AID loan fully disbursed by later 

1975 or early 1976
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ANNEX C
 

The Eccncmy of the Cane Ver e Islands
 

1. Background 

The Cape Verde archipelago consists of five islets and 10 islands(nine of which are inhabited) situated about 350 miles due west of Dakar,Senegal and distributed over an area about 150 miles wide.are of volcanic origin The islandsand are characterized by steep mountainous terrain
(altitudes up to 9000 feet), rocky landscapes and widespread, serious
erosion. 
The total land area 
is about 1500 square miles and the resident
population is estimated at 3C0,O00 or an average of 200 per square mile.
Nearly half of the population lives on the island of Santiago in the
south; the remainder is concentrated on four other islands (see Annex B).
The only large towns are Praia on Santiago (22,000) and the tort of
Mindelo on Sao Vicente (29,000). Habitation began in the 15th century
with the settlement of slaves from Africa and the arrival of Portuguese
settlers. 
 Today about 75% of the population is of mixed race. 
Caucasians on the islands probably number less than 3000. 
The pooulation is
predominantly Catholic.
 

Overpopulation has been a serious problem since probably the 17th or18th century. Rainfall ranges from 5 to 20 inches per year in goodyears, but drought is a constant threat.200,000 Cape Verdeans have 
In the last 200 years nearlydied in drought-related famines.century, there have been more than 20 years with almost 

In the 20th 
a sustained drought which no rain, includinglasted from 1940 to 1946 andwhich has lasted since 1968 the present droughtand is probably related toSahel. Population pressures the drought in thehave resulted in large-scale emigrationthe U.S. (beginning in the toearly 19th century) andand Africa. more recently to EuropeThere are now an estimated 300,000 persons of Cape Verdean
descent in the U.S., 
and large numbers of Cape Verdean immigrants working
in Portugal (40,000), Senegal (40,000),: Holland (5000) and other Europeanand African countries, particularly Guinea-Bissau.
in Portugal may lead The changing situationto a substantial influx of return±ing workers,this could be largely although3ffset by the increase in Cape Verde's immigrationquota to the U.S. (from the dependent area subquota of 200 per year to
20,000 upon independence).
 

The Cape Verde Islands were discovered in the 14 50s by Portugal and
became a major port of call on the maritime routes linking Northwith Africa, South America with Europe and Europe 
America 

The archipelago was colony 
with the Indian Ocean.a of Portugal fromParty for the the beginning. The AfricanIndependence of Guinea-Bissaufounded and Cape Verde (?AIg.)in 1956 by Cape Verdeans, wasand operated clandestinelyuntil after the April 1974 in in Cae *,.'ercoup ?ortuga. In December 97 4guese Governent ?or-uand ?AIC reached agreement onislands: zhe fu-ture stat:us of theunder the agreement a provisional governmenz made up of rortuguese ad PAIGC representatives is to hold Dower pending the election of a
Constituent Assembly on June 30, 1975. 
 The assembly will proclaim the
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archipelago's independence as of July 5,tion. 1975 and will irfi' n loon.-The issue of the relaticnship between Guinea-Bissau and Cape Verde
will be negotiated following independence.
 

2. General Features of the Econom-y-


Cape Verde has 
a poor natural resources base and generally suffers
from inadequate rainfall and water. 
Three of the islands (Sal, Maio and
Boa Vista) are almost entirely salt and sand.
are only sm On the other islands, there
 
grows. 

liareas in valleys or at high altitudes where vegetation
The present drought has vastly reduced the amount of vegetation
on the islands, but even in periods of normal rainfall only four of the
10 islands support agriculture. There are 
some limited mineral resources,
includin-g salt, pozzoa= (a volcanic rock usedin
limestone and kao-,in and other clays. 
cement nr-L-tion),

One major asset is Cape Verde's
location, which places it at the intersection of several sea and air
routes and in t-he 
center of a rich fishing area.
another significant resource. Cape Verde's people are
Cape Verdeas are generaily regarded as 
intelligent and industrious, and traditionally filled middle-level positions
between colonizers and the indigenous population in Guinea-3issau and
other West African states. 

learned valuable skills as 

Also, large numbers of Cape Verdeans have
workers in Africa and Eurcpe and in some cases
the U.S. 
 In terms of human resources development, Cape Verde is probably
more advanced than other African countries at 
similar levels of development.
 

Data on Cape Verde's economy is scarce and in many cases inconsistent.
Such national accounts data as 
are available suggest that Cape Verde's
GDP as 
of 1972 was on the order of $50 million, or about $160 per capita;
the figures for 1975 are undoubtedly much higher due to inflation. 
This
figure probably includes value added related to Portuguese budget subventions and worker remittances, and thus vastly overstates the productive
capacity of the islands. 
 Commerce accounts for about 50% of GDP, while
agriculture and fishing, as

only l0 

a result of the long drought, now account for
(as compared with 18% in 1955). 
 Cape Verde is producing only a
small fraction of its food requirements (e.g. 400 tons of maize in 1974
as 
compared with 1975 requirements of 40,000-50,000 tons), althcugh even
in non-drought periods it probably produces less than half of its subsistence needs. According to 
'igures provided by the Provisional Government.
public sector expenditures in 1975 will be $45 million, of wtich $12
million will be financed from domestic revenues 
and the remainder from
 

l/ Most of the following is drawn from 7,-N 
2eneral Assembly "Reort of theUnited Nations Visiting Mission to Cae V
Etude 3concmique de n
l'Arcle
 "ozameiqerde" 
 ApJ r
Guinee- issaa -e :,7 laSao Tome e
Princie, ue 
 i,514..
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Portugal and other sources. Pojected imports 
 for 1975
while exports are 42 million,are estimated at only $2 million (primarilysalt and pozzolana). fish, bananas,The deficit is beworker to financed by Portugueseremittances aid,(which probably average about $6 million perand other foreign assistance. year)During theguese financial has 
period of the drought Portuassistance increased from underto $19 million $10 million in 1970in 1973, $30 million inthe period up to July 

1974 and $20 million in 1975 (for5, 1975). The Portuguese Government has indicatedthat it is un-likely to be able to continue financial assistance beyond
mid-1975, although technical and cultural assistance should continue.
 

Unemployment in Cape Verde is very high. 
Since a high percentage of
the males in the 15-45 age bracket seek workticn includes abroad, :he resident .cpulaa disproportionate number of children, women and old people.
Of the active resident population of 85,000-90,000, only about 2000 are
employed in mining and manufacturing, and 2000 are 
employed in fishing
and fish processing. Perhaps 10,000-15,000 arein the services sector. 
employed in commerce and
The bulk of the remainder would normally be
ployed in agriculture, embut as a result of seven or eight yearsabout 60,000 of these can only of droughtfind work on Portuguese-financed publicworks projects (primarily road construction). 
 If changing political circumstances result in the return of substantial numbers of migrant workers
from Porugal, Senegal, Guinea-Bissau or other areas, the unemployment

problem would obviously worsen.
 

3. Agriculture and Fishing&
 

The agricultural potential of the Cape Verde Islands is
limited by climate. severely
The islands 
are in the path of northeast trade winds,
but by the time the prevailing winds reach the islands they are 
insufficiently wa-m to be heavily moisture-laden. 
Consequently, rainfall is
limited except for those areas of the islands where the mountains
sufficiently high to provide a barrier to 
are
 

windward slopes. 
facilitate precipitation on the
The present drought is probably
drought but related to the Sahelianmay also reflect long-term changesclimate. in the Cape Verdean micro-
The islands have gradually been denuded of vegetation by the
depredations of livestock and the cutting of firewood; the bare soil is
now heated by the 
sun and resultant rising currents of hot air may tend to
repel moisture-laden clouds. 
 This leads to further destruction of vegetation, perpetuating a vicious circle of ecological deterioraticn.
 

Arable land totals about 200,000 acres, or roughly 20Ctotal land area. of Cape Verde's
Much of this area, however, can be used only after being
 

2/ This 
section is based partially on Trevor Arscott, "The Agriculture of
the Cape Verde Islands and Potential for Improvemen:", May 1975.
Professor Arscott is 
an AID consultant.
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cleared of rocks and subject to the availability of adequ.L,c mfli:;Lr,.
(Only about 7000-8000 
acres are irrigated at present.) 
 According to the
most recent available data, the most important crops in normal years aremaize, which occupies about 42;00 acres, beans (36,000 acres), sweet
potatoes (18,000 acres), sugar cane (no acreage figures available), and
bananas (6000 acres). Other important crops are manioc, coffee and peanuts. Production of al major crops in normal years has been on the order
of 75,000-85,000 tons, but production fell to 35,000 tons in 1969 and
22,000 tons 
in 1970, and has probably continued to decline. 
 Banana and
sugar cane are produced largely under irrigation and consequently their
production has suffered relatively less during the d-rought. 
They contribute little to meeting Cape Verde's food requirements, however, since
most of the bananas are exported to Portugal and the sugar cane
almost exclusively to produce liquor. 
is used
 

The Provisional Government has
estimated food requirements in 1975 at about 70,000 tons, including
40,000 tons of maize, 8000 tons of beans, 8000 tons of maize and casava
flour and 4500 tons of milk powder.
 

Little information is available concerning land tenure, agricultural
production techniques, availability of research results, the marketing
system, livestock, or the nature and adequacy of institutions serving agriculture. 
The Portuguese Government was active in carrying out various
investigations, establishing demonstration farms, introducing crops, promoting the expansion of irrigated acreages, training agriculturalists,
etc., 
in the past but no comprehensive assessment has yet been carried out
concerning the present situation in agriculture and possible future plans
and priorities following independence.
 

An AID consultant who visited the Cape Verde Islands
recs:ended in May 1975 has
on the basis of his brief reconnaissance survey that theGovernment of Cape Verde attempt to establish whether there is adequate
groundwater on the two largest islands (Santiago and Santo Antao) to permit the development of irrigation on 
a much larger scale. 
 If groundwater
supplies are adequate, the Government would formulate an integrated fiveyear program for the agricultural development of the two islands.
major elements of such a program as The

recommended by.the AID consultant
would be development of irrigation systems, possibly using windmill power;
construction of additional dikes, terraces and roads using labor-intensive
methods; 
establishmert of demonstration farms for maize, peas and scrghum;
training programs; and investigation of the use and local manufacture of
relatively simple farming machinery such as hand-powered planters, shellers, threshers and sprayers; and experimentation wi-th 
measures to encourage the use of sugar cane for sugar production rather than the production of alcchol.
 

There is little information available on possible other donor assistance for Cape Verde's agricultural sector. 
The =2.DP will finance a two-man
groundwater research team to prepare a water development plan and I\.rther
 

A
 



-5

project proposals. The World Meteorological Organization (WO)is 
ccnsidering a large meteorological project, although no details on 
the project are yet available. 
The FAO is preparing projects in reforestation,
plant protection and soil and water conservation.
 

Fishing also plays an important role in Cape Verde's economy. 
As of
1971 (latest figures available), exports of fish and fish products (including shellfish) accounted for nearly 40% of Cape Verde's total exorsof about $2 million. (3ananas accounted for 18% and salt for 3 .) The
waters around the islands are rich in fish, but they are currently being
exploited mainly by Japanese ships fishing for tuna and French snipsing for lobster. fish?Nller exploitation of its fisheries resourcesVerde will by Caperequire modernization of the fishing fleet, further expansionand _m'provement of processing facilities, and the training of Cape Verde
fishermen in the use of modern equipment and techniques.
 

4. Mining and Ma-nufacturing 

As noted above, Cape Verde's mineral resources are very limited and
include salt, pozzolana, limestone, and kaolin and other clays. 
 The pozzolana mining operation on Santo Antao and the salt mining operations on
Sal are somewhat inactive at present, 
partially because the expatriate
companies involved ao not have either the interest or the .fu.ds necessary
to expand their operations. The transitional government is developing
plans, with the assistance of Portuguese Government officials,forming for transthe private companies into mixed government and private operations. 
 Also, UT!]l0 is considering financing studies of pozzolanaproduction, salt production, limestone utilization, cement production andmineral water production. 

Manufacturing activity is also very :Lmited, and is ccnfiredfish processing a.d baking. largely. toThe Gove-rnment is currently negotiating with
aBn international consortium concerning
refinery on one of the 

the possible construction of aislands, and alsohas requested that UTTDO consider financing feasibility studies of brick and tile manufacture, and theimprovement of the pharmaceuticals facility. 
Other possibilities are the
establishment of a sugar refinery, tannery, and ship repair facilities. 

5. Transort and nfrastructure 

The islands have a relatively adequate system of over 12CO miles
roads, of whict about 200 have been constracted to fairly high 
f 

standards.
Most of these roads were built under the Pcrtworks ;rogr ese G3oerr'en, b. As of 1,72 there were 3700 motor vehi_"es 
cn the islands,
includi..g 2000 autcmcbiles and !CCO mctcrcycles.
 



The major port is 
important ports are at 

Porto Grande at Mindelo on Sao 7icente. The other 
Maritime communications 

Porto Novo on Santo Antao and Praia on Santiago.with 	Europe and A.frica are irregularTransport from Porto Grande 	
and limited. 

at Mindelo to other islands is by coastal

vessels and fishing boats.
 

The international airport is on

Portuguese Airlines (TAP) on 

Sal island, and is used main.ly by
its flights between Lisbon and Guinea-
Bissau and by South African Airways (as a ref-ueling stop between South
Africa and E-urope). 
 Four of the other islands have airstrips, 
which are
served regularly by Cape Verdean Airlines (TACP).
 

Electric power is provided by about 20 thermal generating plaits.
Water is 
scarce throughout the islands, and is 
provided by desalination
plants at the international airport and at Mindelo.
 

Various LN agencies are 
currently considering studies of possible
projects in telecommunicaticns, civil aviation and development of energy

resources.
 

6. 	Education and Health
 

Primary school attendance has been compulsory since 1971 for children
between 6 and 12 years of age. 
 At 	the present time there 
are 	approximately 70,000 children attending 465 primary schools and 7000 children
attending the 14 junior secondary schools, the vocational school or the
two 	secondary schools. 
 There are 
also 	adult literacy courses, with a
current enrollment of about 3000. 
 Since the educational system is
modeled entirely on 
the 	Portuguese, the Provisional Government is 
now
considering various reforms in the school system and in the curriculum
to assure that education is relevant to Cape Verdean development needs.
The Government is particularly interested in raising the literacy rate
which is currently about 25%.
 

With respect to possible assistance, UNICEF and rNESCO are currently
considering various projects, including the retraining of primary and
secondary school teachers.
 

The most common diseases are pneumonia, T3 and gastro-intestinal diseases. Traditional reliance on maize as 
the main element of the tie: has
le-ft the average islander nutritionally deficient and suscentible to
disease. 
Existing health facilities consist of two hoscils (Sa'tiagoand Sao 7i-enze) staffed by U ioctors and 21 health postsper 15,0Cc population) staffed by 
,or about one 

nurses.probably adequate, 	 The n_.ber f facilities isbut 	 they are understaffed,of 	basic supplies. poorly equippe: and snortWHO 	is currently reviewing 
 euests for assistance in
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the training of doctors and nurses, and UNICF- is considering various activities in the health field including water treatment. Medical supplies
are being provided by WHO and private organizations.
 

No info-mation is available concerning Cape Verdean attitudes toward
family planning or family planning services now being offered. 

7. Plans and Prospects
 

During the colonial period the Cape Verde recurrent budget was-financed entirely from domestic resources, while the capital or developmentbudget was largely financed by Portuguese loans and gramts under successive development plans (beginning in 1953) for Portugal and its overseas
provinces". 
Under the Third Development Plan (1968-1973) the investmenz
foreseen for Cape Verde was 
about sO mil!ion, of which 34, was allocated
to tren.oort and communications, 28% to fisheries, l2 
to health and education and 10% to agriculture -nd livestock develonment. The implementa,ion of the Portuguese Fourth Development Plan (i974-l79) was 
suspended
folJ2.cng the Portuguese coup of April 1974, although Cape Verde receivedabout $7 illion for the development budget 
in 1974 from Portugal. The
Cape Verde development budget for 1975 totals $9.4 million, of which
nearly half has been allocated for port and airport improvement. Roughly
20% has been alocated to health and education, 8% to housing and 4j' to

agriculture.
 

Cape Verde's transitional government has been concentrating on the
problem of feeding its people when Portuguese financial assistance ends
in July 1975. Consequently there has been no detailed effort as yet to
foma-late strategies and programs addressed to Cape Verde's longer-run
development problems. 
 It will clearly be many years before Cape Verde
can aztain a substantial degree of economic 
 independence, and in the meantime 
a great deal will depend on factors beyond the Gov6-r-ent's control.
The most imzortant of these are rainfall and decisions affecting the
status of Cape Verdeans working' in other countries. If the drought continues, 
or if large numbers of overseas Cane Verdeans return tc the
islands, Cape Verde's problems will be exacerbated and the Governmen:
will have to consider ways to accelerate emigration to areas wi.lling to
accept Cape Verdeans (such as 
the U.S.). if the drougt ends, Cape
Verdean workers remain overseas, and aggressive efforts are made tc 
expiit Cape Verde's resources, there are 
fair prospects that :he islands
could eventuaLly,be self-sufficient i: most foodst._ffs and could finance
continued imports of fuel an-nd manufactures throuth
. arnin-s from minerals, fish, tourism, oil refining and services to-$ii::_-z and airh-ines. 



CHECKLIST OF STATUORY CRITERIA
 

In the right-hand margin, for each item, write answer or, 
as appropriate, a sumary of required discussion. As necessary, reference the
section(s) of the Capital Assistance Paper, or other clearly idenrified 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.
 

FM$ 1973 - Foreisn Assistance Act of 1973. 

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

MMA- Merchant Marine Act of 1936, as amended.
 

BASI C AUTIORIY 

1. FAA 1103 i 104;3 105; Not applicable.

106; S107. Is loan being made 

Loan 
made under authority 

Sec. 496.
 

a. for agriculture, rural development
 
or nutrition;
 

b. for population planning or health; 

c. for education, public administration,
 
or humean resources development;
 

'ii 
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d. 
 to solve economic and social development problems in fields such as 
transportation, power, industry, urban development,

and export development;
 

e. 
in support of the general economy of
the recipient country or for development
programs conducted by private or interna
tional organizations.
 

COUNTRY PERFOR1ANCE
 

Progress Towards Countr- Goals
 

2. 
 FAA § 201(b) (5), 7) & 8 208
 

A. Describe extent to which country is:
 

(1) Making appropriate efforts to
increase food production and improve 
The loan will support

the Cape Verde government's
means for food storage and distribu-


tion. 	 efforts to increase food
 
production and improve
 

distribution: 
 see Sections

II and III of the ProjecE

Paper (PP).(2) Creating a favorable climate
for foreign and domestic private 
To the best of our knowledge

Cape Verde intends
enterprise and investment. 	 to main
tain a favorable climate
 

for foreign and domestic
 
private enterprise and
 
investment.
(3) Increasing the public's role in
the developmental A major aim of the Tranprocess. 

sitional Government of
 
Cape Verde (TGCV) is to
 
increase public participa
tion in the development
 
process, particularly

following independence
 
(July 5, 1975).
 

.9 
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(4) 	(a) Allocating 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. 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 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 program, 


(7) Otherwise responding to the
vital economic, political, and 

social concerns 
of its people, and

demonstrating a clear determina-

tion to take effective self-help 

measures. 


B. Are above factors taken into account 

in the furnishing of the subject assis
tance?
 

See Section i[I.B. of 
the PP. 

Cape Verde does not have
 
a military establishment
 
at the present time.
 

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 significant
 
response to Capeverdiens'
 
social and economic
 
concerns and demonstrates
 
the TGCV's determination
 
to become more self
sufficient.
 

Yes.
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Treatment of U.S. Citizens and Firms.
 

3. FAA 1 620 (c). If assistance is
to government, is the government

liable as debtor or unconditional
 
guarantor on any debt to a U.S.

citizen for goods or services
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). If assistance
 
is to a govarnment, has it (including government agencies or subdivisions) taken any action which
has the effect of nationalizing,

expropriating, or otherwise seizing
ownership or control of property of
U.S. citizens or entities beneficially owned by them without taking
steps to discharge its obligations

toward such citizens or entities?
 

5. 	F 620(0); Fishermen's Protective 

ct. 5. 
If country has seized, or
imposed any penalty or sanction against,
any U.S. fishing vessel on account of
its fishing activities in international
 

waters,
 

a. has any deduction required by

Fishermen's Protective Act been
 
made?
 

It has not.
 



b. has complete denial of assistance
 
been considered by A.I.D. Administrator?
 

Relations with U.S. Government and Other
 
'Nations
 

"6. 	 FAA 9 620 (a). Does recipient country
furnish assistance to Cuba or fail totake appropriate steps to prevent
ships or aircraft under its flag

from carrying cargoes to or from Cuba?
 

7. FAA 9620 (b) If assistance is to a
government, has the Secretary of State

determined that it is not controlled 

by the international Communist move-

ent? 


FAA 1 620 (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 recipient country

to prevent export to the United States 

of more than 207. of the enterprise's

annual production during the life of
 
the loan?
 

FAA 620 (f). Is recipient country a 

Communist country?
 

No.
 

The Secretary made such
determination with respect 

to Portugal on January 14,

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 Section
 
496 shall be allocated for
 
the Cape Verde Islands.
 
Not applicable.
 

No.
 

slated
 
a $5 mul75 funds
 
irry out
 
5 shall
 
:he Cape
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15. FAA 9 620 (t). Has the country severed No.

diplomatic relations with the United
 
States? 
 If so, have they been resumed
 
and have new bilateral assistance agree
meats been negotiated 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? 
 if 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.I.D. Operational
 
Year Budget?
 

17. FAA s 481. Has the government of No.
 
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 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 1 29. 
 If (a) military base 
 Not applicabe.

is located in 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,

has the President determined that the
 
government of recipient country has
 
authorized regular access 
to U.S.
 
correspondents to such base?
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Military Expenditures
 
19. 	 FAA s 620 (s). What percentage of 


country budget is for military 

expenditures? 
 How much of foreign

exchange resources 
spent on military 	equipment? 
How 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).)
 

Conditions of The Loan
 

General Soundness
 

20. 	 FAAs 201(d). Information and 

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) () s 201e 
Information 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 manner?
 

s22. 	 FAA 201(b) (2. Information and 

conclusion on capacity of the country
to repay the loan, including reasonableness of repayment prospects.
 

Cape Verde has no
 

military budget at
 

present.
 

Not applicable.
 

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

See Sec. III.B. of PP.
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23. FMA s 201 (b) (1). Information and No other fr,'e-wrldconclusion on availability of fin-	 d(in,r 

has offere'dancing from other free-world sources, 	 fIn.,n,,-K lir
including private sources within the 	

the project: It Ls Iinap
propriate for private
United Scates. 
 U.S. financing. 

24. FAA 3 611 (a)(1). 
 Prior to signing 
 Not applicable. 
However,
of loan will there be (a) engineering,
financial, and ocher plans necessary 
all plans necessary to
 

to carry out the assistance and 
carry out assistance will
(b) a
reasonably firm estimate of the cost 	
be provided prior to
 
disbursement of funds.
to 
the United States of the assistance?
 

25. FAAs 611 (a) (2). If further legis-
 None required.
lative action is required within recipient country, what is basis for reasonable expectation :hat such action
will be completed in time 
 to permit
orderly accomplishment of purpose of
 
loan?
 

26. FAAas 6111(e. If loan is for Capital

AoaLatnnce, and all U.S. assistance to 

Not applicable.
 
project now cxccods $1 mililon, has
Mission DirecLor certified the country's
capability cffcctively to maintain and
utilize the project?
 

Loan's Relationshl 
 to Achievement of Country 
 Not applicable.
andRegioal oals
 

27. 
 FAA s 207; s 113 
Extent to which assistance
 
reflects appropriate emphasis

on; (a) encouraging development of democratic, economic,

political, and social institutions;

(b) self-help in meeting the
country's food needs; 
 (c) improving availability of trained
 
manpower in the country; 
 (d)
programs designed to meet the
country's health needs;
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(e) 	other important areas of economic, 
 Not applicable.
Political, and social development,

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 9 209.
28. 	 Is project susceptible 

of execution as 

No.
 
part 	of regional


project? 
If so why is project not
 
so executed?
 

29. A s201(b) (4. 
 Information and
conclusion on activity's relation-
The TGCV is not undertaking
 

ship to, and consistency with, 
other development activities
 
in agriculture at
other development activities, and the present


its contribution to realizable 
time. The project will con
tribute to the TGCV's goal of
long-range objectives, 

increased self-sufficiency.
 

30. 	 FAA a 201(b) (9). Information and

conclusion on whether or nqt the 

See Sec. III of PP and
 
Annex C.
activity to be financed will con

tribute to the achievement of
 
self-sustaining growth.
 

31. 	 FAA 9 209, 

See #28 above.
Information and conclusion
 

whether assistance will en
courage regional development
 
programs.
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32. FAAs 111. Discuss the ex
tent to which the loan willstrengthen 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 people to help
themoelves toward a otter life. 

Not applicable. 

33. FAA s 201 (f),. If this is a 
project loan, 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. 

Not applicable. 
III of PP. 

See Sec. 

34. FAAs 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. 

Not applicable. 

35. FAA s 281 (b). Describe extent 
to which program recognizes the 
particular needs, desires, and 
capacities of t3- 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 participation in govern
mental and political processes 
essential to self-government. 

Not applicable. 
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36. FAAQ 201 (b) (3). In what ways
does the activity give reasonable
promise of'contributing to the 
 See Section II of PP.
development of economic resources,

or 
to the increase of productive
 
capacities?
 

37. FAA s 
601 (a). Information and 
 See Sec. III of PP.
Conclusiom whether 
loan will encourage efforts of the country

to: 
 (a) increase the flow of

international trade; (b) foster
private initiative and competition; (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, Assistance is

being coordinated with U.N.
is it furnished through multi

lateral organizations 
or plans

to the maximum extent appro
priate?
 

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

FAA 1 201
39. (b) (6). Information
and conclusion on possible Virtually all funds being
effects of loan on U.S. disbursed in form ofeconomy,
with special reference to areas local costs, although if

of substaitial labor surplus, and 

hand tools 
are not avail
extent to which U.S. able locally they may be
commodities 


procured from the U.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 1 202 (a. Total amount of 
 Not applicable.
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 finance procurements from private
 
sources.
 

41. FAA 9 601 
(b). Information and 
 U.S. private and voluntaryconzlusion on how the loan will 
 organzatos will be
encourage U.S. private trade and

investment abroad and how it will	 

involved in implementation.
 

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 A 601(d. 
 If a capital 
 U.S. consulting firms
project, are engineering and

professional services of U.S. 	

might provide necessary

planning assistance needed
firms and their affiliates 


used to 	 prior to implementation.
the maximum extent 

consistent with the national 

These funds not financed
 
under loan.


interest?
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43. 	 FAA 1 602. Information and 

conclusion whether U.S. 

AID's usual procedures
small 

will 	be followed.
business will participate


equitably in the furnishing

of goods and service financed
 
by the loan.
 

44. 	FAA. 
 Will 	the loan 
 No.
promote or assist the foreign
aid projects or activities of
the Communist-Bloc 
countries?
 

45. 
 FAA 1 621. 
 If Technical 

Assistance is financed by Not anticipated that TA
the loan, information and will be financed under
 
conclusion whether such	 

loan itself.
 
assistance will be furnished
 
to the fullest extent practicable 	as 
goods and professional

and other services from private
enterprise 
on a contract basis.
If 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 interference with
 
domestic programs.
 

Loan's Compliance with Specific
 
Requirements
 

46. 	 F .AA10- (a) 208 (e. In 

what manner has or will the reci-

Not applicable.
 
pient country provide assurances
that it will provide at least 25.
of the costs of the program, pro-
Ject, or activity with respect to
which the Loan is to be made?
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47. 
FAA 1 112. 
 Will 	loan be used to
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 practice abortions?
 

49. 	 FAA § 201 (b). Is the country 
 No. 	 Loan is provided
among the 20 countries in which 
 under Section 496.
development loan funds may be

used 	to make loans in this
 
fiscal year?
 

50. 	 FAA 1 201 (d). Is interest 
 Not applicable.

rate of loan at least 2% per

annum during grace period

and at least 37. per annum 
thereafter?
 

51. 	 FAA 1 201 (f). If this is a Not applicable.
project loan, what provisions
have been made for appropriate
participation by the recipient

country's private enterprise?
 

52. 	 FAA § 604 (a). Will all commodity 
 Yes.
 procurement financed under the

loan be from the United States
 
except as 
otherwise determined by

the President?
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53. 
 FAA P 604 (b). 
 What provision

is made to prevent financing 	 No bulk commodity
 

procurement under the
commodity procurement in bulk 
 loan.
at prices higher than adjusted

U.S. market price?
 

54. FAA 604 (d_. If the coop-
There will be no
erating country discriminates discrimi

against U.S. marine insurance nation against u.S. marinecompanies, will loan agreement 
 insurance companies. This
provision will be covered by
require that marine insurance
be placed in 	 lo a n reem e .the United States 
on commodities financed by the 

loan agreement. 

loan? 

55. FAA 604 (e. 
 If offshore 

No agricultural commodities
procurement of agricultural


comnodity or product is 	 or products thereof are toto 
 be financed under the loan.
be financed, is there provision against such procurement when the domestic price
of such conmodity is less
 
than parity?
 

F A 604 f . If loan56. 
finances 	 Not applicable.

a commodity 
import program, will arrangement3s be made for supplier

certification to A.I.D. and
A.I.D, approval of commodity
 
as eligible and suitable?
 

57. F Ai 608 (a . Informationon mcasurcs to be taken to 

Utilization of excess
 utilize U.S. Government 
ex-
cess personal property in property not considered
 
practicable under this
lieu of the procurement of 

loan.
 new items.
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58. FAA s 611 (b) App. s 101. If
 

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, 
1962?
 

59. 
 FAA 3 611 (c). If contracts for
construction are to be financed 	
Not applicable. 
No
 
construction contracts are
what provision will be made'that 
 to be financed.
they be let 
on a competitive


basis to maximum extent practic
able?
 

60. FAA s 612 (b) a 636(h). Describe 
 See 2.A(6) above; the U.S. 

steps taken to assure that, 
to the

maximum extent possible, the country 

does not own foreign
 
is contributing local currencies to 

currencies which could be
utilized for this project.
meet 
the cost of contractuak and
other services, and foreign currencies
owned by the United States are utilized
to meet the cost of contractual and
 
other services
 

61. 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?
 

62. 	 FAAs 612(d. 
 Does the United States No.
own excess 
foreign currency and, if so,
what arrangements have been made for
 
its release?
 



- 18

63. FAA s 620 (g). What provision is there Loan Agreement wlfl
against use of subject assistance to
compensate owners prohibit use of
for expropriated funds
or 

nationalized property? 

for any such purpose.
 

64. FAAs 620 (k). If construction of 
 Not applicable.
productive enterprise, will aggregate value of assistance to be
furnished by the United States exceed

$100 million?
 

65. FAA s 636 (i). 
Will any loan funds No.
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. APs. 
 3 . Will any loan funds be No.
used to pay pensions, etc., 
for
military personnel?
 

67. 
 105. 
If loan is for capital 
 Loan agreement will
project, is there provision for 
 so provide.
A.I.D. approval of all contractors
 
and contract terms?
 

68. 
62zs 1077. 
Will any loan funds be No.
used to pay UN assessments?
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69. Alm. s t08. Compliance with regula- No construction contracts
tions on eployment Of U.S. and local
personnel. will be financed by the(A.I.D. Regulacion 7). 
 loan.
 

70. APP. s 110. Will any of loan funds NO.
be used to carry out provisions of
 
FAA s s 209 (d)?
 

71. App s. 114. Dcscribe how the Comittee 
 Notification was sent to
on Appropriations of the Senate and 
 Congress on June 13, 1975.
House have been or will be notified
 
concerning the activity, program, project, country, or other operation to
be financed by the Loan. 

72. App. s 601. 
 Will any loan funds be 

used for publicity or propaganda 

No.
 

.purposes within the United States not
authorized by Congress?
 

73. MMA s 901. b; FAA s 640 C. Loan Agreement will include 
.(a) Compliance compliance with thiswith requirement 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 extent that such vessels are available
 
at fair and reasonable rates.
 

(b) Will grant be made to loan 
 No.
recipient to pay all or any portion

of such differencial as may exist

between U.S. and foreign-flag
 
vessel rates?
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74. 	 Section 30 and 31 of PL 93-189
(FAA of 1973). 
 No.
 
Will any part of the loan be used
to finance directly or indirectly
military or paramilitary operations
by the U.S. or by foreign forces in
or over Laos, Cambodia, North Vietnam,

South.Vietnam, or Thailand?
 

75. 	 Section 37 ofFL 93-189 (FAA of
1973); App. s. 
111. Will any part

of this loan be used to aid or	 

No.
 
a~ssist generally or in the reconstruc
tion 	of North Vietnam?
 

76. 	 APP 
 1 Will any of the funds
appropriated or local currencies 

generated as a result of AID assis-

No.
 

tance be used for support of police
or prison construction and adminitration in South Vietnam or for support of
police training of South Vietnamese?
 

77. 	APP. 604. Will any of the funds

appropriated for this project be used 

No. 
to furnish petroleum fuels produced inthe continental United States to
Southeast Asia for use by non-U.S.
 
nationals?
 


