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INTRODUCTION 

 

Background: Unemployment in Cape Verde 
 
 Cape Verde's most pressing economic and social problem is perhaps its high level 

of unemployment. According to the Censo 2000, 17.3% of its economically active 

population is not employed (18.6% of the urban sector and 15.7% of the rural).1 About 

30,000 of the country's 171,000 economically active population are unemployed (largely 

young people and unskilled workers). Moreover, the country experiences wide swings in 

unemployment between the dry and the rainy season and also exhibits large year-to-year 

variations in the unemployment rate. The problem is compounded by regional migration 

of the rural poor to urban areas. The larger cities of Praia and Mindelo have experienced 

very high inflows of unemployed people (Praia’s population has grown by more than 50% 

over the past 15 years) and are now home to more than 40% of the country's poor. 

 

 High unemployment has led large numbers of people to emigrate. There are now 

reportedly more than 700,000 Cape Verdeans in Europe and the United States, nearly 

twice the country's current population of 450,000. Emigration serves as an escape valve 

for the labor problem but is clearly not a satisfactory solution. In addition to the hardships 

that it imposes on the poor, emigration tends to be selective and leads to a drain of the 

more dynamic and enterprising population. 

 

There is clear justification for government intervention in this field. The 

underlying issue is, however, at what cost? Cape Verde will need a mix of programs to 

meet the employment needs of the different sectors of the country's poor. However, it 

cannot afford -- and certainly cannot sustain -- solutions that have a high cost-benefit ratio 

                                                 
 
1  Data corresponds to the population over 15 years of age, as reported in the Recenseamento 
Geral de População e Habitação - Ano 2000, Instituto Nacional de Estatística (INE). Other 
reports give much higher unemployment estimates. The survey of the Instituto do Emprego e 
Formação Profissional, Inquérito às Forças de Trabalho 1996, Cabo Verde, indicates an 
unemployment rate of 37.9 %. If the numbers of underemployed are added, the share may rise to 
more than half (see World Bank study, Cape Verde: Economic Situation and Prospects, 1995, 
Volume II, pg. 2). 



 2

in terms of labor generation, at the expense of the country’s many other urgent social 

needs. Moreover, although several of the institutions analyzed are expected to expand 

their operations in 2002, there is no possibility that public works programs will be able to 

close the country's unemployment gap. The magnitude of the resources that achieving this 

target would require dwarfs any foreseeable source of financing from either domestic 

budget allocations or international assistance.2 The existing public works programs will 

not even be able to cover the seasonal downturns in employment and those resulting from 

prolonged droughts -- all too frequent in Cape Verde. 

 

 Obviously, a solution that can address the bulk of the unemployment problem can 

come only through economic growth. Growth of output in agriculture, industry and 

services will create permanent employment and generate the demand needed for small and 

microbusiness to flourish. To begin with, in order to keep the unemployment problem 

from worsening, Cape Verde's economy will have to grow faster than its population, 

which is growing at an average rate of 2.4% (1990-2000). To begin to absorb the large 

overhang of structural unemployment, the economy would need to achieve and sustain 

much higher rates of growth. IMF estimates indicate that in the coming years, the country 

can attain GDP growth rates of 4-6% -- and this can only be considered a low threshold, 

given the magnitude of the nation's pool of unemployed.  

 

The structure of production is obviously not functioning properly and not taking 

advantage of the existing labor force. Government policy will have to ensure that the 

market signals given to the private sector are not biased against labor (and thus in favor of 

capital and capital imports) and that the sectors that generate employment (such as 

tourism, the construction sector, small farms, and microenterprises) are given priority 

within the country's development plans. Moreover, the public works employment 

programs themselves need to be designed so as to maximize their contribution to the 

economic growth of the country. 

                                                 
 
2 An order of magnitude of the requirements can be estimated by assuming that US$ 3,000 is 
required for a program to generate one work post for one year (see Table 11, pg. 35). In order to 
provide jobs for the 30,000 unemployed, US$ 90 million would be needed -- a figure larger than 
the Government's total capital expenditures during the years 2000 and 2001. 
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The National Poverty Alleviation Program in the Context of FAIMO Reform 
 
 Nearly 30 % of Cape Verde’s population is poor, and 14% lives in extreme 

poverty (Household Survey 1988/89). Poverty is largely rural; nearly 70% of the poor and 

85% of the very poor live in the rural sector.3 Poverty also disproportionately affects 

women and children, people with low levels of education (particularly the illiterate), and 

the unemployed. Poverty reduction is one of the most important objectives of Cape 

Verde's development policy, and to address that challenge the Government has created the 

National Poverty Alleviation Program (NPAP). The NPAP has established a Program 

Coordination Unit (PCU) "to coordinate, monitor, and evaluate all government- and 

donor-assisted poverty alleviation programs." The PCU has been given responsibility "for 

programming activities, monitoring their implementation and supervising the Delegated 

Contract Management Agencies", including AGECABO.4

 

 One important objective of the NPAP is to develop an economically sustainable 

alternative to the traditional FAIMO system ("Frente de Alta Intensidade de Mão de 

Obra"). The FAIMO program of labor-intensive public works was set up by the 

Government of Cape Verde in the early 1980s in an effort to create jobs to counteract the 

high rural unemployment resulting from the country's periodic droughts. The ILO was 

highly instrumental in developing labor-intensive programs in the country and offering 

advice on their scope and methodology.5 FAIMO projects consisted largely of rural roads 

                                                 
 
3 Interim Poverty Reduction Strategy Paper. República de Cabo Verde. December 2001 (first 
draft, pp. 2-3). The poverty lines established by the Government are based on the 1988/89 
Household Survey. The upper poverty line was set at CV Esc. 26,000 (US$ 338) per year (see 
Poverty in Cape Verde: A Summary Assessment and Strategy for its Alleviation. World Bank, June 
1994, page 4). Revaluing this figure to the year 2001, using the U.S. inflation as a discount rate, a 
poverty line of approximately US$ 470 per year is obtained. A very positive development in this 
field is the household survey that the Instituto Nacional de Estatística (INE) is currently 
conducting with the support of two World Bank projects. 
  
4 Project Appraisal Document of a Proposed Credit in the Amount of SDR 11.9 million (US$16.1 
million equivalent) to the Republic of Cape Verde for a Social Sector Development Project. World 
Bank. Washington, D.C., April 30, 1999. pp. 7, 11. 
 
5  See Boeri, I.  Sur les travaux d'investissement à fort coefficient d'emploi au Cap Vert. Rapport 
de mission. Bureau International du Travail. Novembre 2000. 
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(which contributed significantly to the regional integration of the country) and 

infrastructure in support of soil and water conservation and improvements in the drinking 

water supply (the scarcity of water being a major constraint to the country's development). 

The employment generated by the program had a positive impact on the food security 

situation in Cape Verde, increasing access to food for a significant number of the 

country’s economically active population.6 Thus, FAIMO created an important social safety 

net for the poor that helped to maintain social cohesion in the country. However, over time, it 

also tended to generate a welfare-dependency mentality among the poor, and many of its 

projects were characterized by low efficiency. 

 

Objectives and Scope of the Study 
 

The objectives of the present study are to assess different approaches to providing 

employment and income to the poor and propose criteria that can contribute to the 

formulation of a long-term labor-generation strategy. The study focuses specifically on a 

comparative analysis of four public works programs, with a view to advising the 

government on their future role. 

 

i) AGECABO (“Agência Cabo-Verdiana de Promoção do Emprego e do 

Desenvolvimento Local”), the autonomous delegated contract 

management agency, financed by the Social Sector Development Project 

(SSDP) under the National Poverty Alleviation Program. Through 

AGECABO, the IDA-funded SSDP strives to assist in the restructuring of 

the FAIMO system by creating institutional capacity to execute public 

works that are economically and socially useful and generate significant 

amounts of labor. To achieve greater efficiency in project execution, the 

works are contracted out to construction firms in the private sector.  

  

ii) The ACDI/VOCA-DGASP program is financed and supervised by the 

Agricultural Cooperative Development International, a private 

                                                 
 
6 See Pereira Silva, J. Perspectivas de Reconversão das FAIMO na Óptica do Combate à Pobreza. 
1997. Praia. 
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nonprofit economic development organization. The major component 

of the program is managed by the “Direcção Geral de Agricultura, 

Silvicultura e Pecuária”, a government agency that subcontracts to local 

farmer associations the execution of small infrastructure projects in 

support of small agriculture. 

 

iii) The "Instituto Nacional de Engenharia Rural e Florestas" (INERF), a 

large parastatal institution, which directly manages the execution of 

rural engineering works -- in particular, infrastructure projects to 

improve the environment and promote soil and water conservation. 

 

iv)  The FAIMO projects executed by the municipalities through  

“contract-programs” assigned to them by the Government. The 

municipalities are the main channel for the execution of traditional 

FAIMO work. 

 

The sum of the outlays of AGECABO, ACDI/VOCA-DGASP and INERF during 

2001 is less than one-quarter of the capital expenditures of Cape Verde's Central 

Government Budget.7 Strictly speaking, the costs cannot be compared directly, for the 

standard breakdown of the National Budget does not explicitly identify these public works 

programs under the capital expenditures classification. A comparison of the cost of each 

program in relation to total capital expenditures yields the following ratios for the year 

2001: AGECABO 4.6%; ACDI/VOCA-DGASP 8.4%; INERF 8.4%. Data on the 

expenditures of the municipalities in public works programs is limited and many of their 

investments are not in the Central Government budget. 

 

 Two government agencies that have important public works programs are the 

Ministry of Infrastructure and Transportation (MIT) and the Ministry of Agriculture. The 

                                                 
 
7 Fiscal operations of the Central Government in capital expenditures were very low in 2001 (ECV 
3.35 billion) -- less than half of those in the year 2000. Original budget projections for capital 
expenditures were ECV 12.9 billion, of which foreign financing was ECV 11.1 billion (which fell 
to ECV 2.7 billion)  
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MIT has large public works programs in its regular agenda and also awards contract-

programs to the municipalities. For example, in late 2001, in response to the prolonged 

drought that the country is enduring, the MIT granted contract-programs in the amount of 

ECV 129.5 million (about US$ 1 million) to finance investment during November, 

December, and the first months of 2003. The Ministry of Agriculture also provides 

funding for public works programs executed through Associações Comunitárias de 

Desenvolvimento Rural. An employment program of the Ministry for approximately ECV 

100 million was scheduled for late 2001. 
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2. GENERAL DESCRIPTION OF THE FOUR PROGRAMS UNDER STUDY 

 

a) AGECABO: “Agência Cabo-Verdiana de Promoção do Emprego e do    
Desenvolvimento Local” 

 

AGECABO was founded in October 1999 with the assistance of the Social Sector 

Development Project, SSDP (World Bank IDA Credit 3224CV), a project that strongly 

supports Cape Verde’s strategy to combat poverty.8 Most of the financing that the credit 

provides is channeled to AGECABO through the Program Coordination Unit of the 

National Poverty Alleviation Program (PCU/NPAP). IDA financing for the SSPD was 

US$ 16.1 million, for a total project cost of US$ 18.1 million (see World Bank, Project 

Appraisal Document, April 1999). 

 

AGECABO was conceived as part of the Government’s efforts to restructure the 

FAIMO system. Its main objectives are i) to establish a cost-effective mechanism to 

execute public works that are useful to poor communities and at the same time generate 

significant amounts of employment; and ii) to strengthen the capacity of municipalities, 

communities, NGOs, and small entrepreneurs through training and targeted technical 

assistance. The program has a number of other objectives as well, including the promotion 

of small construction firms and the support of small income-generating projects. 

Nevertheless, up to now AGECABO has given precedence to sponsoring small projects in 

poor communities; the portfolio established for AGECABO by the municipalities has 

consisted largely of social infrastructure projects such as water and sanitation installations, 

schools, and community centers. These social infrastructure projects seek to improve the 

welfare of communities by supporting the expansion of services in areas such as education 

and health. In the coming years, municipal project portfolios assigned to AGECABO are 

expected to include more public works that are highly labor-intensive, such as rural roads, 

small dikes, reforestation projects, etc. 

  

                                                 
8 The total IDA Credit represents about one-third of the funds that have been identified for 
financing the poverty program. (World Bank Aide-Memoire of Mid-Term Review, Social Sector 
Development Project, SSDP, Nov. 2001, pg. 4). 
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The project targeting of AGECABO is based on the demand of the municipalities 

and on the framework established by the Program Coordination Unit of the National 

Poverty Alleviation Program (PCU/NPAP).9 During the pilot phase of the operation, 

AGECABO concentrated its activities in poor areas of the islands of Santiago, Santo 

Antão, and São Vicente. These are the three islands in Cape Verde with the highest 

number of poor. In fact, they house more than 80% of the country's total poor, with 

Santiago alone accounting for 44%.10 AGECABO has now commenced operations in 

poverty pockets in all the municipalities of the country. 

 

 AGECABO has been designed to function as a delegated contract management 

agency: municipalities select the projects, the Program Coordination Unit reviews their 

eligibility, and AGECABO oversees their execution. It aims to achieve high operating 

efficiency by adopting private sector management and procurement methods, relying on 

consultants for project design and supervision activities, and executing projects through 

contracts with private-sector firms. The Program Coordination Unit, with technical 

support from AGECABO, is in the process of developing procedures for identifying and 

selecting projects and has prepared manuals with guidelines for transparent project 

execution. It has also set up a computerized expenditure management and information 

system.  

 

During the pilot phase of the program (Feb. 2000-March 2001), AGECABO 

implemented 23 infrastructure projects at a cost of US$ 540,000. AGECABO's regular 

program generated a total of 3,180 man-months of employment during 2001 -- all of them 

in the second semester (see Table 7). Although AGECABO's output rose sharply during 

the second half of the year, it declined in the first three months of 2002. The total direct 

and indirect employment generated by the program during the quarter fell to 1,869 man-

months -- a 29% drop compared with the fourth quarter of 2001. In sum, AGECABO's 

output in 2001 was less than half the revised employment-creation target envisioned for 

                                                 
9 See Programa Nacional de Luta Contra a Pobreza. Documento Quadro. República de Cabo 
Verde, Primatura. Unidade de Coordenação de Programa. November 1998. 
10 Data are based on the 1989 consumer survey, as quoted by Rocha A. and Proença (1993). Cabo 
Verde: A Poverty Study. World Bank. It is relevant to note that the islands with the highest 
incidence of poverty are Brava (54%), Santo Antão (50%), and São Nicolau (44%). 
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the year (see World Bank, Nov. 2001, op. cit. pg. 7), and employment levels fell 

significantly during the first quarter of 2002. 

 

This shortfall in output has a number of explanations. The program has experienced 

cash-flow problems, which have resulted in major delays. The Bank's Mid-term Review of 

the Social Sector Development Project (October 2001) requested that the package of 

projects selected by the municipalities for execution by AGECABO be revised to include 

public works with a higher labor content. An acceptable package of projects was not 

approved until late January 2002. Moreover, internal procedures of the Bank held up IDA 

disbursements for the SSDP project. Finally, there is some indication that an underlying 

cause for the low output of the program has been the scarcity of small contractors with 

adequate capacity and discipline to execute the projects in a timely fashion. 

 

It should be noted that the subprojects built in 2001 have been put into operation 

and are receiving satisfactory maintenance. The delays that have occurred appear to have 

been surmounted, and at present all accounts with contractors are current. The program has 

acquired a reputation for finishing the infrastructure projects that it starts. 

 

The available funding should allow AGECABO investments to rise significantly in 

the coming years; IDA disbursements are projected to total more than US$ 7 million in 

FY 2003 (July 2002-June 2003).11 In relation to the number of poor in the country, this is 

a large amount of resources to be channeled into a program in the space of one year, more 

than US$ 50 per poor person.12 AGECABO clearly has the potential to become a major 

tool for combating poverty in the country. 

 

                                                 
11 World Bank (Nov. 2001) op. cit., pp. 1, 7, Annex 5.  
 
12 For example, social investment funds -- which in many countries throughout the world are 
leading poverty-focused instruments -- generally do not have this level of financing. Of the 20 
major social investment funds in Latin America, only the largest ones reach investment levels of 
more than US$ 15 per year per poor person. For most of them, disbursements are in the range of 
US$ 3-11 per year per poor person (see Siri G., 2001. Employment and Social Investment Funds in 
Latin America. International Labour Office, Geneva. pg. 12). The corresponding ratios for most of 
the African social funds are even lower. 
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b)  ACDI/VOCA-DGASP: Agricultural Cooperative Development International / 
“Direcção Geral de Agricultura, Silvicultura e Pecuária” 
 

This program focuses on alleviating and reducing rural poverty by creating 

employment and increasing the production and productivity -- and the profits -- of 

farmers. It is currently being implemented in Santiago, Santo Antão, Fogo, and São 

Nicolau islands.  

 

 Small, labor-intensive infrastructure projects, largely in the areas of soil and water 

conservation and forestry, absorb two-thirds of the program's expenditures. Farmer 

associations identify the projects and recommend priorities. ACDI/VOCA participates in 

the appraisal of subproject proposals (which includes assessing the institutional capacity 

of the farmer associations to implement the subprojects) and has a stand-by arrangement 

with DGASP to finance approved subprojects on the basis of predetermined criteria.  

 

The DGASP subcontracts the execution of subprojects, either with individual 

farmer associations or “as a block” with an umbrella association, and supervises project 

execution. For example, it grants contracts to OASIS, which represents approximately 40 

to 50 farmer associations in Santiago Island; OASIS subcontracts the projects to the 

individual farmer associations. For its role in designing the projects and managing the 

operations DGASP receives a commission of 5% of the value of the contracts, half of 

which is transferred to the local delegations of the Ministry of Agriculture to cover their 

overhead costs. 

 

The two other lines of activity of the program are in the fields of drip irrigation, 

and credit for microenterprise and small business development (through farmer 

associations and private banks). These two sub-programs are managed directly by 

ACDI/VOCA.  

 
 
 
 
 
 
 



 11

TABLE 1.  DISBURSEMENTS BY ACDI/VOCA’S THREE PROGRAM 
COMPONENTS FUNDED THROUGH THE MONETIZATION OF U.S. FOOD AID 

(US$ thousands) 
 

FY extends from 
October to the 
following September 

Disbursed Micro-
Finance 

Introduction 
of New Agro-
Technologies

Soil & Water 
Conservation 
and Forestry 

Overhead 
Costs  

 
FY 1997 

 
   2,359.3 

 
417.8 

       
       328.3 

 
1,418.0 

 
195.3 

FY 1998 2,509.0 535.0   51.0 1,671.0 252.1 
FY 1999 4,182.3 717.8 456.6 2,490.3 517.6 
FY 2000 2,925.9 19.4 320.1 2,264.9 321.5 
FY 2001   3,171.7 25.2 208.3 2,428.4 509.7 

Five Year Total  15,148.2 
100% 

 1,715.2 
  11.3% 

    1,364.3 
9.0% 

   10,272.5 
67.8% 

 1,796.2 
11.8% 

Revised FY 2001¹ 2640.5 25.2 89.1 2,016.5 509.7 

¹ The revision takes into account the transfer of funds that were made to DGASP (from the Soil & 
Water Conservation and Forestry subprograms) and to FAO (from the Introduction to New Agro-
technologies subprogram) at the end of ACDI/VOCA five-year program. 
 

As shown in the table above, the U.S. government has channeled US$ 15.1 million 

through ACDI/VOCA since 1996. The program has been funded through the monetization 

of food donations. ACDI/VOCA sells the food donated by the U.S. Government to local 

buyers at prevailing market prices, and the funds collected finance the program's 

activities. 

 

An important characteristic of ACDI/VOCA-DGASP program is that it pays the 

farmer associations by the number of projects executed and not by salaries and materials. 

The associations seek not only to increase the profits of farmers but to achieve public 

welfare objectives. Part of the surplus revenues that they obtain from executing the 

projects is spent on social projects that benefit communities -- and part is invested in the 

long-term sustainability of their own organizations (as in office buildings, the purchase of 

equipment, and the acquisition of land). 

 

The ACDI/VOCA-DGASP program mandates regular audits of the farmer 

associations. The average profit of the 36 associations that were audited in FY 2001 was 
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approximately 18% of the total value of the contracts13 -- only five showed a net loss. 

Through the auditing process (which is a low-cost, simplified procedure realized by local 

auditors), the ACDI/VOCA-DGASP program contributes to institutional capacity-building 

within the farmer associations and, in general, to auditing capacity in the rural sector. 

ACDI/VOCA-DGASP also subcontracts environmental assessments for its subprojects, 

which heightens awareness of this issue among local beneficiaries. 

 

As indicated in Table 2, the employment generated by the program remained 

relatively stable from 1997 to 2000. The work period is four months, and thus, the 

employment figures presented in the table must be multiplied by 4/12 in order to obtain the 

average number of workers employed during the course of the year. Similarly, the number 

of beneficiaries indicated in the table corresponds to people who benefit during each four-

month contract period. The program employs roughly the same number of women as men, 

but most of the women hired are low-skilled laborers (83%) -- in contrast with only 30% of 

the men, (see Table 9, pg. 26). 

 

TABLE 2. ACDI/VOCA-DGASP: EMPLOYMENT GENERATED BY THE SOIL 
AND WATER CONSERVATION SUBPROGRAM* 

 
FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 

3,849 3,283 3,337 2,997 2788 

 
          Employment and Beneficiaries Data by Gender (Oct. 2000 - Sept. 2001) 

 Men Women Total 

Total jobs generated 1,429 1,359 2,788 

Beneficiaries per job created 5 5 5 

Total Beneficiaries 7,145 6,795 13,940 

 
           * One job in the table represents four person-months of employment. 
                                                                                                          
Source: ACDI/VOCA. CSR4 Results Report and Results Report Supplement, Fiscal Year 2000. 
Data for FY 2001 was provided directly by ACDI/VOCA. 

                                                 
 
13 Although most of the income generated by the associations is derived from the “Soil and Water 
Conservation” subprogram, the profit percentage corresponds to the association as a whole and is 
not entirely a function of ACDI/VOCA support. 
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c) INERF: "Instituto Nacional de Engenharia Rural e Florestas" 

 

 INERF was created in 1993 as a public institute devoted to soil and water 

conservation projects, as part of the reform of the Ministry of Agriculture. The program 

took over the work formerly carried out by the General Directorates of the now defunct 

Ministry of Rural Development and Fisheries. It functions as an executing agency for the 

DGASP of the Ministry of Agriculture, which is responsible for planning and designing the 

subprojects. INERF executes projects directly and does not subcontract operations through a 

competitive public bidding process. The Government establishes explicit guidelines with 

respect to the wages and unit prices that the program can pay (see Table 3 below).  

 
TABLE 3.  EXTRACT OF THE WAGE SCHEDULE ESTABLISHED BY THE 

GOVERNMENT FOR INERF (unchanged since July 3, 1997) 
 

Daily Wages 
Corresponding to 1997 

(until July 3) 
Current values 

 
Code 

 
Category 

CV Esc. US$ 
(82.2 ECV / US$)

 

CV Esc. US$  
(120 ECV / US$)

100 
(highest) 

Principal supervisor 538 6.5 592 4.9 

105-107 
 

Stone cutter & layer 443 - 317 5.4 - 3.9 487 - 349 4.1 - 2.9 

111-113 
 

Mason 363 - 290 4.4 - 3.5 399 - 319 3.3 - 2.7 

138 
(lowest) 

Helper 257 3.1 283 2.4 

Source: General Directorate of Labor and Employment (DGTE), Ministry of Justice and labor. 

Comparators: Average Market Wages Paid in Different Occupations in Cape Verde 

 1997 
(CV Esc. / day) 

2000 
(CV Esc. / day)  

Master mason 1,440 1,333 

Painter    800   920 

Carpenter   701   650 

Paver   503   607 

Digger   470   502 

Source: International Monetary Fund staff estimates, cited in Cape Verde: Statistical Appendix, 
October 2001. Table 12, pg. 15. 
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Originally, INERF was guaranteed a substantial allotment within the Government 

budget, but the size of the program has shrunk dramatically over the years. The number of 

workers hired peaked at more than 12,000 in 1995, and that year's budget was more than 

three times what it was in 2000 and 2001 (see Table 4 below). 

 
INERF has also been divested of many of the types of work it used to perform. For 

example, reforestation, which used to account for about one-third of its portfolio, has been 

placed directly under the Ministry of Agriculture. Today, the work of INERF centers on 

rural engineering projects, such as dikes, reservoirs, and water distribution systems. 

 
TABLE 4.  FUNDS INVESTED BY THE GOVERNMENT THROUGH INERF     
   

Amount of Investment 
          (ECV millions) 

Peak Employment during the 
Year (number of workers) 

    1993 250.0 7,470 
    1994 612.0 8,940 
    1995 852.4 12,120 
    1996 742.2 10,220 
    1997 482.6 7,820 
    1998 606.5 6,850 
    1999 569.9 4,170 
    2000 274.3 2,790 
    2001 279.6 3,346 

  
Cost Structure for the Year 2001 

 Millions of ECV Percentage 

Wages of workers (FAIMO)             103.9 37.2% 

Staff-related expenditures             109.4 39.1% 

Services       43.3 15.5% 

Construction materials and 
other merchandise 

     22.2  7.9% 

Taxes and other expenditures       0.8 0.3% 

                    Total cost           279.6 100.0% 
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 INERF operations have binding constraints on all sides that seriously undermine 

the effectiveness of the program: 

 

• The institution receives instructions from the DGASP regarding the different 

phases of the execution of projects. It does not participate in the early stages of 

project identification and selection, or in their design and cost appraisal. 

Moreover, the funding that INERF receives from DGASP to execute a given 

portfolio is often insufficient to purchase the necessary materials and hire the 

workers needed to finish the projects -- a situation that gives rise to disruptions 

and constant delays in their completion. 

 

• The Government mandates the level of daily wages that INERF must pay to all 

its workers and the numbers to be hired (see Table 3). The municipalities 

propose the roster of workers to be contracted. The very low level of wages 

established by the fixed salary scale and the fact that workers are often not paid 

on time makes it difficult for INERF to hold on to workers capable of 

maintaining satisfactory levels of productivity. Workers show up to work when 

they have no better occupation, and the high absenteeism during the work-

months of the contracts contributes to inefficiency and frequent delays in 

project execution. 

  

• The Government of Cape Verde also sets standard unit prices for different 

work items. As in the case of wage rates, the standard unit prices apply to the 

entire territory of Cape Verde. Since there are significant differences in 

construction costs on the different islands and between the rural and urban 

sector, the regulations give rise to cross-subsidization between projects, and 

thus constitute another burdensome constraint on INERF operations. 
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•  Furthermore, INERF's large permanent staff of 240 employees -- inherited 

from the time its operations were much larger14 -- places a heavy financial 

burden on the organization, and the resulting high overhead has a significant 

bearing on the cost of the projects. INERF may still be the national institution 

with the highest expertise in the fields of soil and water conservation, but in its 

current mode of operation, its potential is clearly not being taken advantage of. 

 

d) MUNICIPALITIES: FAIMO Work through "Contract-Programs" 

 

Municipalities have traditionally played the major role in the FAIMO 

employment-generation system. Municipal employees and workers are financed with the 

local governments' own funds and through contract-programs assigned to them by the 

Ministry of Finance. These contract-programs consist of grants for public infrastructure 

projects to be executed by direct management or subcontracted to small construction firms 

or groups of workers. 

 

 In the mid-1990s the peak FAIMO employment managed by municipalities was 

more than 20,000 workers, while today, the number of FAIMO workers hired by even the 

largest municipalities has fallen to the hundreds. This is the result of the sharp drop in the 

number of contract-programs assigned to the municipalities: very few in 2000 and 

practically none in 2001 (until the last months of the year). In light of this situation, the 

study has focused its quantitative analysis on examining the public works programs of the 

Municipality of Santa Catarina. The Municipality has the third largest population in Cape 

Verde (after the largely urban metropolises of Praia and São Vicente) and in recent years 

has had the highest concentration of FAIMO activity (see Table 5). 

 

Municipalities pay wages that are set at rates even lower than those of INERF. 

Their closeness to the population and the type of work that some of their programs offer, 

often entailing menial tasks, allows them to select very poor workers. However, as will be 

                                                 
14  INERF had a staff of 265 in 1995, a year in which its investments were more than three times 
those of 2001. Current staffing costs are estimated at CV Esc. 8 million per month (about US$ 0.8 
million per year). 
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discussed in Section 3b, this mode of operation has often resulted in very low labor 

productivity. 

 

TABLE 5.  MUNICIPAL EMPLOYEES AND FAIMO WORKERS, 
AND POPULATION DATA 

 
Municipal Employees (1998)  

Permanent Temporary Contract 
Workers 

FAIMO 

Total 
Population 

Praia 806 - - 663 71,226 

São Domingos 14 88 38 838 11,256 

São Miguel 6 74 18 600 * 

Santa Cruz       188 - 5   1,600 25,898 

Tarrafal 85 108 5 - 25,413 

SantaCatarina 47 290 2   4,000      41,584 

Maio 16 - 6 47 4,969 

Boavista 14 17 - 0 3,452 

Sal 86 147 2 0 7,715 

São Nicolau 38 118 3 238     13,664 

São Vicente 96 - 34  246 51,277 

Ribeira Grande       113 - 22    1,371 20,851 

Porto Novo 69 98 30    1,300 14,873 

Paul 16 50 3 798 8,121 

Brava 0 89 68 355 6,975 

Mosteiros 24 49 4 476 8,331 

São Felipe 48 34 28 485 25,571 

         Total    1,666   13,027    341,106 

      
      * The Municipality of São Miguel was not created until 1996 (after the 1990 Census). 
 

Source: Associação Nacional dos Municípios de Cabo Verde (ANMCV), Anuario 1998/99.  
Population figures are taken from the 1990 Census. The duration of the work contracts with 
the FAIMO workers is not specified. 
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3)  EMPLOYMENT AND WAGES 

 

a)  Employment Creation 

 

Temporary Workers Employed 
 

All four programs are committed to generating temporary employment for low-

skilled workers. In practice, however, the employment currently generated by each 

program is rather limited. As indicated in Table 6, the average number of workers 

employed by each of the programs during the year 2001 was less than 1,000.15 The total 

direct employment generated by the four programs was about one-tenth of the number of 

unemployed workers in the country. 

 

 Table 6, below, is useful in ascertaining the relative magnitude of each of the four 

public works programs with respect to labor creation. It should be borne in mind, 

however, that AGECABO is still in an early stage of development, and its output is 

scheduled to grow rapidly. Similarly, this is not a typical year for the municipalities, and 

the levels of employment that they generate are expected to rise. INERF's output increased 

in 2001, after a record low in 2000, but is still much lower than past record highs (see 

Table 4). 

                                                 
 
15 In the case of the public works programs of the municipalities, the data refer to the Municipality 
of Santa Catarina. The employment generated by all the municipalities in Cape Verde during the 
year could be several times that of Santa Catarina. (Table 5 indicates that the FAIMO workers 
employed by all 17 municipalities in 1998 came to more than three times those employed by the 
Municipality of Santa Catarina). 
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TABLE 6. NUMBER OF JOBS CREATED: DIRECT EMPLOYMENT 
(AVERAGE FOR THE YEAR BASED ON THE MONTHLY TOTALS) 

 
AGECABO'S Regular Program (direct & indirect employment)
 

Year 2001 
 
(Period July-December, 2001) 

 
 

265 
 

(530) 
 

ACDI/VOCA-DGASP 
 

FY 2000 (10/99-9/00) 
 

FY 2001 (10/00-9/01) 

 
 

(1,000) 
 

929 
 

INERF 
 
Year 2001 

 

 
 

903 
 

MUNICIPALITIES (FAIMO-type work)  
Santa Catarina, Year 2001 
 
Public works program of the Câmara Municipal. 
 
(Sum of all programs carried out within the Municipality) 

 

 
 
 

33 
 

(535) 

 

Table 7, below, presents employment data in terms of man-months. In the case of 

AGECABO, the totals shown in the table include both direct employment (1,700 man-

months) and indirect employment (1,480 man-months).16 As indicated above, the program 

does not execute projects directly but works through private contractors; these firms 

generally subcontract specialized project components, which can generate significant 

amounts of indirect employment. In the case of ACDI/VOCA-DGASP, INERF and the 

municipalities, in contrast, project components are not subcontracted; workers are 

generally hired directly by the executors of the projects. 

 

   

                                                 
16 See AGECABO, Relatório de Actividades Relativo ao Exercício 2001, pg. 14 
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TABLE 7. DIRECT EMPLOYMENT GENERATED BY EACH PROGRAM 
DURING THE YEAR 2001 (MAN-MONTHS) 

 

AGECABO (direct and indirect employment) 
 
Year 2001 (Regular Program) 

 
(Period July-December 2001) 

 
 
AGECABO's "regular program" (following the pilot phase) did not 
began its project implementation operations until July 2001. 
 

 
 

3,180 
 

(3,180) 
(2,960 of which 

are FAIMO) 

ACDI/VOCA-DGASP 
 

FY 2000 (10/99-9/00) 
 
FY 2001 (10/00-9/01) 

 
The level of employment refers to the Soil & Water Conservation and 
Forestry subprograms, ACDI/VOCA's main line of work. A small 
amount of additional employment is also created by the organization's 
“new-technologies” and “microenterprise” subprograms. 
 

 
 

(12,000) 
 

11,150 

INERF  
 

Year 2001 
 
A graph illustrating the number of workers employed per month in 
2000 and 2001 is presented in ANNEX II. 
  

 
 

10,835 

MUNICIPALITIES (FAIMO-type work)  
Santa Catarina, Year 2001 
 
Public works program of the Câmara Municipal. 
Based on a work month of 26 days (total days worked: 10,236). 
 
(Sum of all programs carried out within the Municipality) 
 
The data presented corresponds to Santa Catarina, the municipality 
that traditionally employs more FAIMO workers.  
 

 
 
 

394 
 
 

(6420) 
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The aggregate data presented in Tables 6 and 7 does not show the degree to which 

these programs meet their key objective of providing jobs during the months of the year 

when unemployment is highest -- the off-season in the agricultural sector. The inadequacy 

of the programs in this regard is discussed in the section that follows. 

 

Seasonality of Employment Creation 
 
 One of the salient characteristics of Cape Verde’s economy is its high rural 

unemployment during the dry months of the year (November-June) and the substantial 

availability of agricultural work during the rainy season (July-October). The seasonal 

oscillations of labor demand are extremely large. 

 

As a rule, construction programs tend to slacken during the second half of the year, 

when fewer workers are unemployed. However, in recent years, the availability of funding 

has been the determining factor in the scheduling of public works programs. Table 8 

presents data corresponding to the employment generated by each program during the 

course of the year 2001. 

 

TABLE 8: EMPLOYMENT GENERATED BY EACH PROGRAM DURING 2001 
(man-months) 

 
 
 

Jan Feb Mar April May June July Aug Sept Oct Nov Dec 

ACDI/VOCA 
-DGASP* 

2 200 1480 2290 2660 2100 1330 540 150 (200) (120) (60) 

AGECABO 0 0 0 0 0 0 10 140 410 890 820 900 

INERF 
 

0 0 0 0 0 210 1440  1540 1360 1890 2170 2230

 
*  The data for October through December of the ACDI/VOCA-DGASP program (in parenthesis) 
correspond to the year 2000. 

 

Figure 1, below, depicts the patterns of variation in urban and rural unemployment 

during the year and the actual trajectory of the employment generated by each of the 
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public works program under analysis.17 It is evident from the graph that -- with the 

exception of ACDI/VOCA-DGASP -- the programs are not concentrating their activities 

in the months of the year when unemployment is high, and thus, do not represent 

countercyclical interventions with respect to employment creation. In other words, the 

programs are not contributing systematically, through consumption smoothing, to 

reducing the unemployment risk faced by the poor. 

 

There are a number of reasons why the project execution pattern of these programs 

has not been adjusted to seasonal employment needs. In the case of AGECABO, the 

program is still in the early phases of development, and efforts have concentrated 

primarily on simply increasing output. Since the wages paid by the private-sector 

construction firms that execute AGECABO’s projects are much higher than those of other 

government programs, and most of the projects are located in or near small towns, 

contractors have been able to find workers even during the months of high agricultural 

activity. 

 

The performance of ACDI/VOCA-DGASP in this regard is quite different. The 

data for 2001 indicates that program disbursements increased rapidly during the dry 

months of the year and tapered off during the rainy season. More than three-quarters of 

the employment generated by the program occurred from March through June (see Table 

8 and Figure 1). 

                                                 
 
17 The data sources used in the preparation of Figure 1 are the following:  
The different levels of unemployment in the urban sector during the year were calculated by 
averaging the results of the 12 quarterly surveys conducted by the Instituto do Emprego e 
Formação Profissional for the years 1999, 2000, and 2001. The difference between the 
unemployment levels of the urban and rural sectors corresponds to values arrived at by INE in the 
Censo 2000. The variations in rural unemployment are estimates made by the authors of the 
present document. The estimates imply that the bulk of the variation in the unemployment rate 
affects the farmers and that half of the economically active population working in agriculture 
becomes unemployed during the off-season (15,000 out of the 28,000 workers).  
The data used to trace the trajectory of the employment generated by each program during the year 
2001, was taken from Table 8. A rough estimate of the pattern corresponding to the output of the 
municipalities was made by the authors on the basis of data from the Municipality of Santa 
Catarina and partial information obtained from other municipalities. 
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FIGURE 1. ELEMENTS OF A COUNTER CYCLICAL LABOR POLICY 
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 INERF projects traditionally create jobs during the off-season. In fact, INERF 

finds it hard to hire workers that will accept FAIMO wages during the agricultural season. 

However, in recent years, the program has not had the financial capacity to respond to the 

seasonal demand for labor and has not concentrated its activities in the dry months of the 

year. For example, due to budget constraints, the program did not invest at all during the 

first half of 2001; as the drought lengthened, INERF obtained funding to respond to the 

growing rural unemployment by investing during the months of June through December. 

During the year 2000, the pattern was less defined, but investments were certainly not 

concentrated in the first half of the year (see ANNEX II). 

 

 Similarly, the municipalities have found it impossible to pursue an investment 

schedule aimed at compensating for the rise in unemployment that occurs during the 

agricultural off-season. This dysphase between the spending schedule and the demand for 

employment during 2001 was the result of the sharp drop in the funding traditionally 

provided by the Government to the municipalities through contract-programs. The years 

2000 and 2001 were "political years" for Cape Verde, and public investment schedules 

suffered disruptions. The Central Government found it hard to allocate budgetary outlays 

and obtain the external funding needed to support municipal investments.  

 

The main conclusion that can be drawn from these findings is that none of the 

programs, with the exception of ADCI/VOCA-DGASP, is systematically undertaking 

anticyclical interventions with respect to labor generation. Some general 

recommendations on this issue are presented in Section 7. 

 

Permanent Employment Created 
 
 Like all public works safety net programs, the four programs analyzed in this study 

focus their operations largely on generating temporary employment for low-skilled 

workers. Although all four programs also have the generation of permanent employment 

among their objectives, the number of permanent jobs that they create is insignificant, 

particularly when compared to the total unemployed in the country.  
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Nevertheless, the projects that contribute to the direct expansion of productive 

activities in the hands of the poor (such as the agricultural development projects supported 

by ACDI/VOCA-DGASP) do generate some permanent employment. In addition, public 

works projects increase the level of construction activity and tend to create small 

construction firms and materials supplies businesses, which have permanent employees. 

Similarly, the schools and health posts that some of the programs build are generally 

followed by the expansion of education and health services, which generate permanent 

posts for teachers and nurses.  

 

However, none of the four programs analyzed is specifically targeted to generating 

permanent employment. These are essentially social safety net programs aimed at 

lowering unemployment by providing temporary jobs, and as such, they are focused on 

alleviating poverty in the short-term. To actually reduce poverty, other types of strategies 

centered on generating permanent employment -- largely based on the role of the private 

sector -- will be required.  

 
Employment Generation by Gender 
 
 Different studies on poverty in Cape Verde indicate that women constitute the 

majority of the poor. The situation is particularly grave where single women are heads of 

household -- about 40% of households. Unemployment and underemployment are also 

very high among women (although employment statistics tend to conceal the actual 

numbers).18 Thus, it is of serious concern that major programs aimed at creating labor in 

Cape Verde do not squarely target the segment of the population most affected by poverty. 

                                                 
 
18 Unidade de Coordenação. Programa Nacional de Luta Contra a Pobreza. Documento Quadro. 
República de Cabo Verde, Primatura. November 1998, pp. 31-33. 
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   TABLE 9.  EMPLOYMENT GENERATION CLASSIFIED BY GENDER (2001) 

 
 Men Women 

AGECABO 
 
A gender breakdown of the labor generated by AGECABO is not available, 
but there are indications that the number of women hired is very low. 
 
ACDI/VOCA-DGASP (Oct. 2000 - Sept. 2001) 
Soil & Water Conservation and Forestry sub-program 
 
Total employment (work posts for four months) 

 
Unskilled labor (%) 
Skilled labor (%) 
 

1429 (51%)
 

435 (28%) 
994 (81%)

1359 (49%) 
 

1123 (72%) 
236 (19%) 

INERF 
 
The data available suggests that the number of women hired by the program 
is about half that of men. 
 
Municipalities 
 
Data corresponding to all the programs carried 
out within the Municipality of Santa Catarina 
(average number of workers employed during the 
year). 
 

242 293 

 

 The Social Sector Development Project (SSDP), which supports AGECABO, is 

focused on aiding Cape Verde's poor -- both men and women. According to the 1999 

World Bank project appraisal, a "key performance indicator…is the number of 

person/months of ex-FAIMO workers employed, by gender".19 However, it is not 

AGECABO's management or the municipalities that ultimately determine the number of 

women hired by the program but the contractors that execute the infrastructure projects. 

There are indications that the number of women actually hired is very limited, and the 

World Bank has given the program's performance in this regard an unsatisfactory rating. 

 

                                                 
19  World Bank. Project Appraisal Document, 1999. op. cit., pp. 2-3. 
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ACDI/VOCA-DGASP has a stated policy of employing women. However, 

although half the jobs generated by the program go to women, only 19% of the positions 

for skilled workers are filled by women (see Table 9 above). Efforts are being made to 

encourage the hiring of women for higher paying jobs, but at present, 83% of the jobs that 

are given to women correspond to low-skilled labor. 

 

Municipal governments tend to be well aware of the needs of the population and 

have traditionally promoted the inclusion of women in their projects, even in the building 

of infrastructure. Moreover, municipalities can more readily go into labor-intensive 

projects that hire many women (such as street cleaning, tree planting, etc.). However, 

these types of jobs tend to be low paying. 
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APPENDIX TO SECTION 3a 

 

TYPOLOGY OF THE DIFFERENT CATEGORIES OF 
EMPLOYMENT GENERATED BY THE INFRASTRUCTURE PROJECTS 

 
 Labor share in the total cost of 

AGECABO projects* 
 
DIRECT TEMPORARY EMPLOYMENT 
(skilled and unskilled workers) 
 
 
 
 

 
20-30 % 

 
 
 
 
 

 
INDIRECT TEMPORARY EMPLOYMENT 
(workers hired by suppliers of specialized project 
components purchased by contractors) 

 
10-20% 

 
TEMPORARY AND PERMANENT 
EMPLOYMENT GENERATED BY 
SUBSEQUENT ROUNDS OF SPENDING, 
AND BY THE INCREASED ECONOMIC 
PRODUCTION THAT THE PROJECTS 
GIVE RISE TO 

 
Purchases of goods and services 
create a stream of subsequent 
expenditures (which are gradually 
reduced by imports and by savings).
 
Moreover, good projects generate 
increases in production in the middle 
and long term. 

 
* As an example, some indicative estimates of the shares corresponding to the labor-generation 

performance of AGECABO are presented in the second column. 
 

The size of the share corresponding to direct employment is highly influenced by the 

types of projects that make up the programs, their location, and the type of construction 

technology employed. For example, rural road construction and reforestation programs 

utilize more labor than do most building construction projects. Similarly, projects built in 

remote areas where the use of heavy machinery is prohibitive tend to use more labor. 

Finally, the more sophisticated construction technologies tend to be less labor-intensive. 

  

 It is also relevant to note that the labor share is not only comprised of the wages of 

low-skilled laborers. Employers normally hire skilled workers, and their salaries often 

absorb a significant part of the wage bill. This is particularly true in the case of large 
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private contractors; smaller local contractors tend to rely more on local crews and employ 

fewer skilled workers. 

 

 The size of the share corresponding to the indirect employment that a program 

generates depends largely on the types of projects that it comprises and the mode of 

execution. Private contractors tend to subcontract labor-intensive components that utilize 

local materials such as cut stone (and other components such as plumbing, carpentry). 

Thus, the direct labor share corresponding to a program such as AGECABO can be 

misleading, for it fails to capture the indirect employment generated by the project. 

 

 Employment is also created as a result of the subsequent rounds of spending 

generated by the program's expenditures.20 The monies that workers and suppliers receive 

are used to purchase goods and services, and the proceeds of these transactions are again 

spent on new purchases, creating a stream of subsequent expenditures that propagates 

throughout the economy. The magnitude of these rounds of expenditure is gradually 

reduced by “leakages” of imports and savings.  

 

It is pertinent to note that the additional employment created by this sequence of 

expenditures consists largely of service-sector jobs, which are generally not specifically 

targeted to poor people. The size of the share of expenditures that reach the poor and the 

number of jobs created for unskilled workers depends to a certain extent on the degree to 

which subsequent rounds of spending stay within poor communities. In this regard, the 

type of private contractor used in the execution of the projects is highly relevant; the labor 

and overhead expenditures of small local contractors tend to remain within the 

communities. 

 

                                                 
20 Estimates for some social investment funds indicate that the employment generated by 
subsequent rounds of spending can be substantial. For example, an analysis of Bolivia's 
Emergency Social Fund, based on a general equilibrium model, indicates that the employment 
generated by the expansion of the economy resulting from the establishment of the Fund was 
actually larger than the direct employment generated by the program. See UPADE (Unidad de 
Análisis de Política Económica), Modelo para Medir el Impacto Macro-económico de los 
Proyectos del Fondo Social de Emergencia, mimeo, La Paz, Bolivia, 1989. 
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 Additional employment is also generated by the effects -- in terms of increased 

production -- of the social and economic infrastructure built. For example, a road furthers 

the expansion of trade, which in turn creates more jobs; a school (followed by the 

expansion of education services) is conducive to increases in the economic growth of the 

country in the medium- and long-term. 

 

 Subsequent rounds of spending and the higher economic production that projects 

generate also result in some permanent employment. ACDI/VOCA-DGASP projects 

support production by small farmers and do create new permanent jobs. Similarly, the 

social infrastructure built by AGECABO is generally followed by service programs (e.g., 

basic education and health), and estimates indicate that each new project generates 

permanent employment for one to five people (teachers, nurses, etc.).21  Obviously, 

however, the generation of these permanent work-posts presupposes additional 

expenditures and therefore cannot be attributed fully to the original infrastructure 

investment. 

                                                 
 
21 See World Bank Aide-Memoire of the Mid-Term Review of the Social Sector Development 
Project (SSDP). Oct. 2001, pg. 8. 
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b) The Level of Wages 

 

Wage Levels and their Relation to the Prevailing Market Wage 
 

Table 10 below presents the average wages paid to workers by each program. 

AGECABO executes its projects through small private contractors that pay their workers 

close to market wage rates -- much higher than those of the other programs. The farmer 

associations that execute ACDI/VOCA-financed projects pay wages that are lower than 

those paid by the private sector in urban localities. INERF and the municipalities follow 

the low wage scale set by the Government for the country within FAIMO norms. The 

wage scale for the municipalities is slightly lower than INERF's. There is no minimum 

wage in Cape Verde. 

 

TABLE 10.  AVERAGE WAGES CURRENTLY PAID BY EACH PROGRAM 
(CV Esc. per day)* 

 
ISLAND/ 

MUNICIPALITY 
AGECABO 

 
ACDI/VOCA-

DGASP* 
 

INERF 

 

CÂMARAS 
MUNICIPAIS  

Santiago: 557 (not available) 340 338 
    Santa Cruz    358 
    Santa Catarina    268 
    São Domingos    359 
    Praia    366 
 
Santo Antão: 

 
709 

 
400-550 

 
437 

 

 
São Vicente: 

 
651 

  
356 

 

 
São Nicolau: 

  
(not available) 

 
358 

 

 
Maio: 

   
363 

 

 
Fogo: 

  
430-600 

 
316 

 

 
* Statistics on the average wage levels of the ACDI/VOCA-DGASP program are not available. 
Estimates for each island are based on the approximate values of the contracts signed with farmer 
associations and available figures on the employment generated in terms of days worked. 
 

The wages paid by the different programs do not appear to have a regular 

geographical distribution pattern, except that the average wages paid seem to be lower on 
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Santiago Island. This is not necessarily the result of differences in market conditions but 

in the categories of workers employed and in the types of projects carried out by the 

programs in each part of the country. 

 
Larger private construction firms in other sectors of the economy tend to hire 

workers with more skills and thus pay higher wages. For example, the average wages paid 

by ENGEOBRA and CONCAVE (large construction firms based in Praia) fall within the 

range of CV Esc 700-1,000/day. 

 

The Issue of the Level of Wages Paid to FAIMO Workers 
 
 FAIMO's low wage policy seeks to provide a safety-net for a broad segment of the 

population, especially during the dry periods of the year when there is little demand for 

rural employment. At the same time, it aims to ensure that beneficiaries make a 

contribution to the project through productive work -- and not just receive assistance 

through money transfers from the Government. These are the main objectives of the 

FAIMO system.  

 

The wages of FAIMO workers are kept below the prevailing market rate, and there 

are valid reasons for doing so: i) to promote an environment conducive to the self-

targeting of employment in favor of the very poor, under the premise that only the 

indigent will agree to work for such low wages; and ii) to ensure that the additional 

demand for workers created by the projects does not lead to distortions in the labor market 

by siphoning off workers from other, more productive activities. 

 

However, the gap between the wages set by the FAIMO system and the prevailing 

market rate seems far too large. The wages paid for FAIMO-type employment by the 

“Câmaras Municipais” and by INERF are half -- and in some cases, less than half -- of 

those paid by private construction firms for similar work. The reasons that have compelled 

the Government to set FAIMO wages at these rates are not policy considerations but 

budget constraints. Moreover, the gap between the market rate and the FAIMO rate has 

been widening. The salary table has not been adjusted since July 1997, and therefore, the 

inflation rate in Cape Verde (which averaged about 5% per year) has significantly 
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depreciated real wages (see Table 3, pg. 13). In addition, the workers' situation has 

frequently been exacerbated by the delays in wage payments that are common under the 

FAIMO system. 

 

 The extremely low level of wages paid under the FAIMO scale has had negative 

consequences that are clearly counterproductive: 

 

- The policy has tended to erode the motivation of workers and lower their on-

the-job productivity. In practice, it has led to a distortion in the system of 

incentives for productive work, turning many rural workers -- who have a long 

tradition of honest hard work -- into slackers bent on taking advantage of the 

government’s looser controls. Workers now routinely put in less effort when 

the employer is considered to be a government agency. 

 

- Reliability and work attendance have fallen, leading to delays in the execution 

of the public works. At this level of wages, workers find it profitable to return 

to their agricultural occupations whenever the weather is favorable. 

 

- The very low wages paid under the FAIMO system may be driving down the 

overall market wage rate, particularly in localities where the FAIMO program 

represents a substantial portion of total investments. 

  

- Paying workers CV Esc 250-350 (US$ 2-3) per day does not lift them out of 

the subsistence level. The FAIMO system has served as a means of survival for 

poor families in dire straits but at the same time has contributed to perpetuating 

poverty. 

 

This problem has no easy solution. The underlying constraint is the insufficiency 

of the national budget, which cannot provide the funds needed to raise wages to 

reasonable levels and at the same time reach the very large number of unemployed during 

the off-season (see recommendations regarding the level of FAIMO wages in Section 6c). 
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4)  EFFICIENCY OF THE PROGRAMS  

 

a) Cost-Efficiency of Generating Employment 

 

The following two ratios are utilized as indicators for comparing the efficiency of 

different labor-intensive public works programs in terms of their capacity to generate 

employment. In a low-income country such as Cape Verde, with a budget highly in deficit 

and high dependence on external financing, these ratios are critical for justifying the 

continuation of the programs. 

 

 i) The total cost of each program per worker employed for one year. 

 

 ii) The share of labor expenditures in the total cost of each program -- in other 

words, the labor-intensity of the program. 

 

Cost of the Programs per Worker Employed 

  

A first estimate of the overall cost of the employment generated by each program 

can be obtained by dividing its total cost by the average number of workers employed 

during the year (see Table 11 below). Employment creation is, of course, not the only 

objective of each program. In particular, the assets created by the projects give rise to 

future benefits for the neighboring population. Nevertheless, the ratio of total cost per 

work-post created does provide a measure of how much it costs to transfer income to 

workers through employment-generating public works projects. 

 

The figures in the table correspond to the direct employment generated by each 

program, except in the case of AGECABO, where they also include the indirect 

employment (see explanation in page 19). Table 11 also presents estimates (in 

parentheses) for the employment generated and the total cost of all the programs carried 

out within the Municipality of Santa Catarina. These statistics are merely illustrative, for 

they include some projects that are not related to employment-generating public works. 
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TABLE 11.  AVERAGE COST OF GENERATING ONE JOB DURING ONE 
YEAR IN TERMS OF THE OVERALL COST OF EACH PROGRAM 

 
 Total Cost of 

the Program 
(millions of 

CV Escudos)
 

Employment 
Generated 

(monthly totals 
averaged for 

the whole year)

Cost of Program 
per Worker 

Employed for 
One Year  

(CV Escudos)
 
AGECABO Regular Program 
(direct & indirect employment)¹ 
 

Year 2001 
 
(Period July-December 2001)² 

 
 
 
 

154 
 

(135) 

 
 
 
 

265 
 

(530) 

 
 
 
 

581,000 
 

(255,000) 
 
ACDI/VOCA-DGASP³  
 

(Oct. 1999 - Sept. 2000) 
 
Oct. 2000 - Sept. 2001  

 
 
 

(301) 
 

290 

 
 
 

(1,000) 
 

929 

 
 
 

(301,000) 
 

310,000 
 
INERF  
 

Year 2001 

 
 
 

 280 

 
 
 

 903 

 
 
 

310,000 
 
MUNICIPALITIES (FAIMO)  
Santa Catarina, Year 2001 
 
Public works program of the 
Câmara Municipal. 
 
(Sum of all programs carried out 
within the Municipality) 

 
 
 
 

17 
 
 

(517) 

 
 
 
 

33 
 
 

(535) 

 
 
 
 

508,000 
 
 

(996,000) 

 
¹ During its “pilot phase” (Feb. 2000-March 2001), AGECABO generated 1,400 man-months of 
direct and indirect employment (an average of approximately 120 work posts during the year) at a 
total cost of ECV 66 million. (World Bank Aide-Memoire of the Mid-Term Review of the Social 
Sector Development Project. Oct. 2001, pg. 7). The resulting cost per worker employed during the 
year was ECV 550,000. 
² Cost and employment data refer to the six-month period. 
³ Cost and employment data refer to ACDI/VOCA's Soil & Water Conservation and Forestry 
public works sub-program (see Table 1). The total cost of the sub-program in thousands of US 
dollars (US$ 2356.3) was estimated by adding to the actual disbursements (US$ 2016.5) the 
corresponding share of overhead (US$ 339.8) -- which is estimated to absorb two-thirds of the 
overhead of the total program. An exchange rate of 1 US$ = 124 ECVs is used to convert the 
dollar figure into local currency.  
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The costs-per-worker-employed ratios presented in the table suggest that ACDI/ 

VOCA-DGASP and INERF are creating employment at a lower cost than the other programs.  

 

INERF's cost of generating employment fell rapidly towards the end of the year, as 

the output of the program increased. However, the ratio is probably significantly 

understated, because the total cost of the program is higher than that shown in the table. 

The estimate does not include the cost incurred by DGASP in planning and designing the 

projects. Furthermore, it does not incorporate the costs corresponding to the amortization 

of INERF's stock of vehicles and equipment. 

 

Although the data for the different programs do not correspond exactly, the large gap 

in terms of costs-per-worker-employed suggests that during the year 2001, AGECABO and 

the Municipality of Santa Catarina were less cost-effective than the other programs with 

respect to aggregate employment generation. It is relevant to note that AGECABO is in the 

process of expanding its operations, which are expected to grow rapidly during the second 

semester of 2002 and in 2003.22 The program's fixed expenditures should increase at a lower 

rate than that of subproject outlays, and this will lead to a reduction in the cost of generating 

employment (as happened during the second semester of 2001). 

 

 The available data indicates that the cost of the projects executed by the 

municipalities is high in terms of employment generation -- even though they pay very 

low wages to the workers that they hire. Obviously, these programs are generating other 

outputs that are economically and socially useful, but in terms of employment-creation 

mechanisms, they appear to fall short.  

 

Share of Labor Cost in Total Expenditures 
  

The labor share of a project is the best indicator of the extent that expenditures are 

being channeled directly into the pockets of workers. As shown in Table 12, the labor shares 

of the programs under consideration range from 20% to 52% of total program costs. As 

                                                 
 
22 See World Bank Aide-Memoire of Mid-Term Review of the Social Sector Development Project 
(SSDP), Oct. 2001, pg. 7. 
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labor intensity is one of the key objectives of the programs, these labor share ratios cannot 

be considered satisfactory. 23 Furthermore, not all workers are unskilled poor laborers. Some 

of them are skilled workers, and they receive a significant portion of the labor bill. 

 

TABLE 12. SHARE OF LABOR EXPENDITURES IN THE TOTAL COST 
OF EACH PROGRAM: YEAR 2001 

 
 Labor Costs 

Incurred by 
Each Program 
(ECV millions)

Total Cost of 
the Program 

(ECV millions) 
 

Share of Labor 
Cost in Total 
Program Cost 

 
AGECABO Regular Program 
(direct & indirect employment) 
 

Year 2001 
 
(Period July-December 2001) 

 
 

 
56 
 

(56) 

 
 

 
154 

 
(135) 

 
 

 
36 %1 

 
(42 %) 

 
ACDI/VOCA-DGASP2  
 

Oct. 2000 - Sept. 2001    

 
 
 

153 

 
 
 

290 

 
 
 

52% 
 
 INERF  
 

Year 2001 

 
 
 

104 

 
 
 

280 

 
 
 

37 % 
 
MUNICIPALITIES 
Santa Catarina, Year 2001 

 
Public works program of the 
Câmara Municipal. 

 
 
 
 

3.3 
 

 
 
 
 

16.7 

 
 
 
 

20 % 

1 The share of labor corresponding to direct employment is 22%; that of indirect employment, 14%. 
2  Labor costs refer to ACDI/VOCA's Soil & Water Conservation and Forestry subprogram and are 

based on the labor shares of the projects executed in the islands of Santo Antão, Fogo, Santiago 
and São Nicolau. For an explanation of the estimation of the total cost of this subprogram, see 
Table 11, footnote 3.   
                                                 
 
23 "Achieving high labor intensity is not easy in practice, even when known labor-based methods 
of production are available. Case studies of 101 South African projects showed that most 
construction engineers were averse to adopting labor-based methods, largely because they were 
unfamiliar with labor-based methods of production and because extra supervisory inputs 
(expenses) are needed as the size of labor gangs increases (Adato et al. 1999). Where the work has 
been entrusted to private contractors, the outcome with respect to labor intensity is unpredictable." 
Subbarao, K. Systemic Shocks and Social Protection: Role and Effectiveness of Public Works 
Programs. Africa Region Human Development Working Paper Series. The World Bank, 
Washington, D.C. July 2001, pg. 12. 
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The general conclusion that can be drawn from these figures is that, in terms of 

labor intensity, ACDI/VOCA-DGASP yields better results. The subprogram analyzed 

focuses on small, technically simple rural infrastructure projects that are by nature more 

labor-using -- and farmer associations tend to utilize labor-based technologies. 

 

 AGECABO's labor share is expected to improve as the output of the program 

increases and the portfolio of projects assigned to it by the municipalities includes more 

projects that are labor-intensive. The pipeline for 2002 includes more road construction and 

rehabilitation projects, all of them with labor shares greater than 50%. 

 

INERF's labor share improved substantially with the expansion of disbursements 

during the second half of the year. Although some of the projects in its portfolio are labor-

intensive, overhead still weighs heavily in cost of the program, and the aggregate labor 

share is much lower than that of ACDI/VOCA-DGASP.24

 

In the case of the municipalities, data on the share of labor in the total cost of the 

projects executed is limited. The scarcity of available data impedes objective comparisons 

with other public-works employment-creation programs. 

 

b)  Other Indicators of Efficiency and Effectiveness 

 

 Cost effectiveness is linked both to the social benefits that a project gives rise to as 

well as to its cost. The eventual benefits that a project generates depend on how much it 

satisfies a need, the project's technical quality, and its sustainability. On the cost side, the 

efficiency with which it is executed generally plays a determining role. 

 
Efficiency of Subproject Execution and Comparisons with Other Government Programs 

 

The subprojects implemented by the four programs analyzed are quite different. 

Responding to the demand of the municipalities, AGECABO has focused mainly on social 

                                                 
 
24 Moreover, the labor share is to some extent overstated, for wages often include payments that 
are made to workers for materials (e.g., stones) used in the construction of the public works. 
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and economic community infrastructure, such as schools, health facilities, cultural and 

multipurpose community centers, and water distribution and sanitation units. 

ACDI/VOCA-DGASP concentrates its investments in small agriculture infrastructure and 

forestry operations implemented through farmer associations. INERF’s main line of work 

used to be in the field of larger rural engineering works, such as the drilling of wells, but 

the emphasis has now shifted to building dikes, canals and reservoirs for irrigation, and 

water distribution systems. The municipalities use the funding that they receive for labor-

intensive road repairs, paving, clean-up activities, etc. 

 

The thoroughly different nature of the works carried out by the four programs 

makes comparative cost analysis risky. Unit costs per subproject can only be compared in 

very general terms. Table 13 below shows unit prices of several construction components 

that are comparable across different types of works. The table does not provide conclusive 

evidence for ranking the programs. None of the four programs has overtly lower or higher 

unit costs, and all of them have instances in which their unit costs appear to be the lowest. 

 

TABLE 13. UNIT COST COMPARISON OF DIFFERENT CONSTRUCTION 
COMPONENTS ACROSS THE FOUR PROGRAMS 

 
 Natural 

Stone 
Masonry 
(40 cm) 
(ECV/m³) 
 

Cement 
Hollow-Block 
Masonry (20 
cm)  
(ECV/m³) 

Un-
reinforced 
Concrete 
 
(ECV/m³) 

Reinforced 
Concrete 
(B20) 
 
(ECV/m³) 

Road 
Pavement 
 
 
(ECV/m²) 

AGECABO 
(2001)¹ 
 

5,250 3,860 –  
6,125 

11,760 – 
12,880 

23,520 – 
53,760 

 

ACDI/VOCA-
DGASP(2000)² 
 

5,538 9,575 9,574   

INERF (2001) 
 

7,700 3,350 11,400 24,250 650 

Municipalities 
(2001) 
 

5,000 – 
7,000 

4,200  32,500 – 
33,580 

1,050 – 
1,400 

¹ Data based on contracts for schools and health facilities 
² Data obtained in the field from farmer associations funded by the program. 
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It is relevant to note that the components listed are commonly used in construction 

and can represent a significant share of project costs. Thus, the efficiency of the programs 

is highly dependent on the cost of these types of materials -- as well as on their quality. 

 

The technical quality of the assets that AGECABO creates is considered 

satisfactory,25 as is that of the works implemented by ACDI/VOCA-DGASP and INERF. 

With regard to the municipalities, there is a general perception that the quality of their 

work is not up to par. During its recent supervision exercise in May 2001, the World Bank 

mission came across a number of social infrastructure projects initiated by municipalities 

some years ago but never finished, reportedly because the programs could not be 

completed with the available budgets. 

 

Information that would permit a comparison of the overall cost-efficiency of the 

projects built by the different programs is limited. By utilizing the competitive system of 

private-sector contractors, AGECABO should be able to execute projects at a lower cost 

than other government agencies -- this was one justification for its creation. It is not clear 

that the program has yet met this goal. Nevertheless, there are indications that some 

projects are being built at a lower cost. 

 

For example, in comparing the cost of two schools built by AGECABO with 

projects executed by PROMEF (a World Bank-financed project for the construction of 40 

primary schools) and with one school constructed by the Municipality of Santa Catarina, 

the available data seem to indicate that AGECABO built the schools at a lower cost (see 

Table 14). Obviously, the sample is small and some of the unit costs may not be 

comparable. 

 

                                                 
 
25 See World Bank Aide-Memoire of Review of Social Sector Development Project (SSDP), May 
2001, pg. 2. 
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TABLE 14.  UNIT COST COMPARISON FOR THE CONSTRUCTION OF 
SCHOOLS BY SOME OF THE PROGRAMS 

 
 Unit Costs 

ECV (thousands) 
 

Observations 
 

Municipality of Santa 
Catarina* 
 

5,225 1 subproject   (June 2001) 

AGECABO 
 
 

3,115 Average of 2 subprojects   (Praia: 
03/2000 & Santa Cruz: 06/2001) 

PROMEF 4,120 Average of 40 subprojects (from early 
2000 to the present) 

* Although the cost of the Santa Catarina school appears to be very high, the unit costs of a 
number of the elements involved in its construction are lower than those of the schools built by 
AGECABO and PROMEF. 
 
Overhead of Each Program: Operating Costs as a Percentage of the Total Cost 
 

Three levels of overhead can be identified within the AGECABO program: 

AGECABO's operating costs; the cost of subproject design and supervision, which 

AGECABO subcontracts to independent consultants; and the overhead of the contractors 

that execute the projects (see Table 15). The overhead associated with the operating costs 

of the program should fall as AGECABO expands its operations (the share fell to 16.1% 

during the second semester of 2001). 26  Furthermore, when competition is well 

established, the profit and overhead costs of contractors should also fall. 

 

TABLE 15. OVERHEAD COSTS OF THE AGECABO PROGRAM  
YEAR 2001 

 
As a Percentage of Total Costs 
  

AGECABO's operating costs 
 

27.3% 

Cost of design and supervision 
incurred  by private-sector firms 

5.4% 

Overhead and profits of the 
contractors that execute the projects

(not available) 

                                                 
 
26 The World Bank’s appraisal of the SSDP estimates that the annual cost of AGECABO's works 
should be at least U$ 3.5 million, on the basis of operating cost of approximately US$ 350,000/  
year (World Bank 1999. Annex 2, pg. 6).  
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 Several levels of overhead can also be identified for the ACDI/VOCA-DGASP: the 

program's operating costs and the intermediaries' overhead (see Table 16). ACDI/VOCA 

finances a 5% overhead payment for intermediaries: DGASP receives 2.5% and the local 

delegations of the Ministry of Agriculture, 2.5%. Moreover, it is possible that the overhead 

of these agencies may exceed this margin (for their role includes subproject preparation and 

supervision activities) and that the additional costs are being borne by the Government. 

 
TABLE 16.  OVERHEAD COSTS OF THE ACDI/VOCA-DGASP PROGRAM 

      FY 2001 (10/00-9/01) 
 

 As a Percentage of Total Costs 
 

Operating costs of the ACDI/VOCA 
program (including staff salaries) 
 

19.3% 

DGASP overhead (financed by 
ACDI/VOCA) 
 

2.5% 

Overhead of the delegations of the Ministry 
of Agriculture in the municipalities 
(financed through a transfer of 
ACDI/VOCA funding by DGASP)  
 

2.5% 

Farmer associations' overhead and profits (Can be obtained through the audits)
  

INERF's overhead costs can be classified as follows: 

 

TABLE 17.  OVERHEAD COSTS OF INERF'S PROGRAM: YEAR 2001 
 

 
 

As a Percentage of Total Costs 

Staff-related expenditures 
 

39.1% 

Other operating costs (services) of 
INERF'S program 
 

15.5% 

Overhead of the other government 
agencies that incur expenses in the 
projects executed by INERF * 

(Not available) 

* INERF executes projects identified by the DGASP, the National Institute of 
Water Resource Management, and the municipalities; no accounting is kept of 
the expenses that these organizations incur in the process. 
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In the case of the municipalities, the overhead costs are less known. The FAIMO 

projects implemented by the municipalities are identified, designed, and supervised by the 

staff of the “Câmaras Municipais”. In most instances, neither time nor financial 

accounting records are kept on the cost of these assignments. It is also likely that 

equipment, tools, and vehicles belonging to the municipal services are being used without 

a detailed accounting of their incidence on project costs. 

 

The contrast between the operational structure of each of the programs is 

dramatically evidenced by the organizations' current number of permanent employees: 

 

AGECABO                     8 

  ACDI/VOCA-DGASP        9 

  INERF                  240 

  MUNICIPALITIES                1,666  (1998; see Table 5) 

 

 As indicated above, AGECABO and ACDI/VOCA-DGASP delegate the execution 

of all their works through subcontracts, and thus, it is not surprising that the staffs of the 

central management offices are small. In contrast, INERF has a management structure that 

has become top-heavy as the program's activities have been cut back (see footnote 14, pg. 

16). A direct comparison with the personnel of the municipalities is not objective, since 

most of the permanent employees of local governments are involved in tasks other than 

the execution of public works. 

 

Number of Beneficiaries 

 

 A comparison of the number of people that the programs benefit is not feasible, 

either because the programs do not report them or because the statistics that they produce 

are not at all comparable. Under these circumstances, it is also pointless to compare the 

beneficiaries-to-costs ratios of the different programs. AGECABO reports 26,400 

beneficiaries during the pilot phase and 98,000 during 2001; the figures refer to the total 

number of community members that have access to the program's projects. ACDI/VOCA-
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DGASP estimates the number of beneficiaries simply by multiplying by five the number 

of jobs created during each four-month contract period (see Table 2). INERF and the 

municipalities do not systematically report the number of people benefited by their 

programs. 

 

ACDI/VOCA keeps records on the effectiveness of its programs in meeting targets 

of sustained improvement in household nutrition and agricultural productivity. Similarly, 

according to the performance indicators established in AGECABO's terms of reference, 

the program will collect data on the population that gains access to health, education, 

water and sanitation, and on the improvements in social services (hygiene, nutrition, etc.). 

Obviously, it is essential to go beyond measuring the output of the programs in terms of 

the number of public works built and estimate the impact that the projects have on the 

well-being of the population. 

 

Training Provided 

 

AGECABO initiated a program in 2001 to increase the capacity of small 

entrepreneurs, which has provided basic training for 225 local entrepreneurs, construction 

workers, and representatives of associations in the construction sector. Some "on-the-job" 

training has also been provided to small contractors. The program has begun to offer 

seminars to inform representatives of municipalities and NGOs about AGECABO's 

procedures and scope of activities. 

 

The ACDI/VOCA-DGASP program includes training in all its three areas of 

activity: i) training of farmer associations in management techniques and in the execution 

of soil and water conservation works, ii) introduction of drip irrigation technologies, and 

iii) microenterprise training linked to the financing of profit-making activities. 

 

 INERF is not involved in training activities. As to the municipalities, there is little 

information available on training programs that they may be conducting. 
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5) OVERALL RANKING OF THE FOUR PROGRAMS 

 
TABLE 18.  SUMMARY ASSESSMENT OF CURRENT PERFORMANCE* 

 
 
 
 
 
 
 
 
 A
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                       OBSERVATIONS 
 

 
Employment Generation and Wage Policy 
 
Temporary 
employment 
 

2 2 2 2 AGECABO, INERF and the municipalities significantly 
expanded their operations in the latter part of 2001. 

Seasonality of 
employment 
 

3 1 3 3 In recent years, none of the programs -- with the exception 
of ACDI/VOCA-DGASP -- has implemented deliberate 
countercyclical labor-generating policies. 
 

Permanent 
employment 

3 2 3 3 All four programs are fundamentally public works safety nets, 
and as such, none of them creates significant amounts of 
permanent employment. ACDI/VOCA-DGASP does support 
productive activities aimed at providing permanent jobs. 
 

Gender policy 
 
 
 

3 2 3 2 The gender policies of two of the programs (ACDI/VOCA-
DGASP and the municipalities) have had some success. The 
performance of AGECABO and INERF in this regard is 
unsatisfactory. 
 

Wage policy 
 
 
 

1 2 3 3 The extremely low wages paid by INERF and the 
municipalities contribute to lower worker productivity and 
project efficiency and keep workers at a subsistence level. 

 
Cost-Efficiency of Generating Employment 
 
Cost of the programs 
per worker employed 
 
 

3 2 2 3 ACDI/VOCA-DGASP creates employment at a lower cost 
than AGECABO and the municipalities. As AGECABO's 
output increases and shifts to more labor-intensive projects, 
its overall cost of generating employment should fall. 
 

Labor intensity  
 

3 2 3 3 The share of labor costs in total expenditures is less than 
what could be expected from labor-intensive public-works 
programs. 
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Other Indicators of Efficiency and Effectiveness of the Programs 
 
Unit costs of 
construction 
 
 

2 ~ ~ ~ The available data offer no conclusive evidence as to which 
programs have lower unit construction costs. However, there 
are indications that some of the social infrastructure projects 
implemented by AGECABO have lower costs than similar 
works built by other government programs. 
 

Overhead of each 
program 
 

2 1 3 3 Delegated contract management policies have resulted in 
lower overhead for ACDI/VOCA-DGASP, and during one 
period for AGECABO. 
 

Beneficiaries 
 

1 1 ~ ~ The number of beneficiaries that AGECABO and 
ACDI/VOCA-DGASP projects generate appears to be 
satisfactory (although more in-depth analysis is needed in 
this regard). Little information is available on the programs 
of INERF and the municipalities. 
 

 
Other Issues 
 
Training of 
participants 
 

2 1 3 ~ ACDI/VOCA-DGASP includes training in all its programs. 
AGECABO is expanding the training of small entrepreneurs. 
 

Building capacity 
among private 
contractors and small 
entrepreneurs 
 

1 1 3 3 A central objective of AGECABO is to build private 
contractor capacity. ACDI/VOCA-DGASP programs seek to 
boost the productive capacity of small farmer associations 
and their umbrella organizations. 
 

* Scores range from 1 (good) to 3 (less than satisfactory). Rankings are based on the analysis presented in the 
preceding chapters. The symbol "~" indicates that there is insufficient information to determine a ranking. 

 
The general conclusion is that ACDI/VOCA-DGASP is on the whole performing more 

efficiently. This does not imply that the other programs cannot be made effective. As indicated 

in the recommendations presented below, all programs have a role to play in addressing the 

country's widespread unemployment during the dry months of the year. It is especially urgent to 

define a cost-effective role for the municipalities, which have traditionally been the largest 

generators of public-sector employment.  

 

The present juncture is critical, for although a temporary respite was achieved at the end 

of 2001 through an injection of funds to INERF and the municipalities, the medium-term trend 

has been for the total number of jobs created by public works programs to fall -- precisely at a 

time when the country is facing a prolonged drought and severe food shortages are beginning to 

be felt in pockets of poverty on the islands of Santiago and Santo Antão.
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6) RECOMMENDATIONS: FUTURE ORIENTATION OF LABOR-INTENSIVE 
PUBLIC WORKS PROGRAMS 
 

a)  A Labor-Generating Strategy for Cape Verde 

 

 The analysis presented in this paper leads to an evident conclusion: Cape Verde 

needs to develop a comprehensive, long-term employment-generating strategy designed to 

establish guidelines for addressing the enormous unemployment problem facing the 

country. The underlying objective of such a strategy would be to further the incorporation 

of the poor -- both men and women -- into the economic fabric of the country. 

 

 The strategy could be spearheaded by the four programs analyzed in the present 

study: AGECABO, ACDI/VOCA-DGASP, INERF, and the FAIMO projects of the 

municipalities. Adequately refurbished, these four programs could represent the front-line 

of attack in the government's safety net program to combat unemployment. Each of them 

would have its own operational niche, specializing in its own area of competence and not 

duplicating each other's modes of operation (see Table 19). 

 

The rearguard component of the employment-creation strategy would consist of 

FAIMO-type programs sponsored by the Ministry of Agriculture and the Ministry of 

Infrastructure and Transportation. These programs would be activated during emergency 

situations, such as the prolonged drought that the country is currently enduring. The 

emergency programs would constitute a crisis-response mechanism to rapidly create large 

amounts of employment for low-skilled and unskilled workers and would be additional to 

the regular public works programs of these agencies.
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TABLE 19. PUBLIC-WORKS LABOR-GENERATING STRATEGY:  

  SUGGESTIONS ON THE NICHE THAT CORRESPONDS TO EACH PROGRAM 
 

 
 

 
UNDERLYING 

PHILOSOPHY AND 
OBJECTIVES 

 
MAIN LINES OF 

ACTIVITY 

 
PROJECT 

EXECUTION 

 
AGECABO 
 
 
 
 
 
 
 
ACDI/VOCA
-DGASP 
 
 
 
 
INERF 
 
 
 
 
 
MUNICIPAL- 
ITIES 
 
 
 
 

 
Delegated contract 
management agency focused 
on efficient labor generation 
through the execution of 
public works. The program has 
many of the characteristics of a 
social investment fund. 
 
Reduction of rural poverty 
through projects focused on 
increasing the efficiency of 
small agriculture and the 
profits of farmers 
 
Rural engineering activities in 
support of soil and water 
conservation programs. 
 
 
 
In line with the country's 
decentralization policy, an 
agenda of regular government 
contract-programs geared to 
enhancing the capacity of 
municipalities to provide an 
employment safety net for the 
poor and the very poor. 
 

 
Small labor-intensive 
public works in response 
to the demands of the 
municipalities and small 
community groups 
 
 
 
Projects that generate 
rural employment and 
increase the production 
and productivity of small 
farms 
 
Larger public works 
projects that require 
higher technology, such as 
water distribution systems, 
dams, drilling of wells. 
 
Small urban and rural 
public works (small 
dams, tree planting, rural 
roads, water and 
sanitation), and welfare 
services projects that are 
highly labor-intensive. 

 
Contracts with small, 
private-sector 
construction firms 
 
 

 
 
Contracts with individual 
farmer associations and 
umbrella groups of 
associations 
 
 
Direct management of 
project execution 
 
 
 
 
i) Direct management of 
project execution under 
strict controls, focused on 
improving cost-
effectiveness. 
 
ii) Small contractors, 
and groups of workers. 

 
EMERGENCY
PROGRAMS 

 
Safety net to support a climate 
of social cohesion during 
periods of high unemployment 
(in particular during the 
prolonged droughts that 
periodically affect the 
country). This will require the 
establishment of contingency 
programs with capacity to 
rapidly generate large amounts 
of short-term employment for 
unskilled workers. 
 

 
i) Technically simple 
public works (e.g., repair 
of rural roads); 
 
ii) Infrastructure in 
support of productive 
activities in the hands of 
the poor (e.g., terracing); 
 
iii) Simple social welfare 
tasks (e.g., in sanitation). 

 
Programs managed by the 
Min. of Agriculture and 
the Min. of Infrastructure 
and Transportation 
(executed primarily 
through contract-
programs with the 
municipalities). Project 
execution both by way of 
direct management and 
through contracts with 
private-sector firms. 
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 A central concern of all these programs should be their cost-effectiveness in terms 

of generating employment. Obviously, their incidence on Cape Verde's government 

budget is a major consideration in determining their usefulness. It is not a matter of simply 

creating jobs, but of creating them at a reasonable cost. Keeping close tabs on costs 

presupposes the development of information systems that can provide managers with a 

steady stream of reliable information. In particular, municipalities need to upgrade their 

bookkeeping practices to keep updated financial records of their labor-creating 

interventions. 

 

The four operations analyzed in this report rely heavily on external assistance in 

the form of credits and donations. For the medium term, ACDI/VOCA-DGASP can 

project a reasonably steady flow of funding generated by food donations. The other 

programs face the risk that an adequate cash flow from donors and financial institutions 

will not be available when needed. Obviously, the continued availability of external 

assistance will hinge to a large extent on the performance of the programs themselves. 

 

The sustainability of the programs will also depend on the amount of resources 

that the Government can assign to each of them from its own domestic budget (which is 

currently highly in deficit). The criteria for allocating government funds to different public 

works programs will depend not only on technical factors such as those analyzed in this 

report, but on the painful trade-offs that any poor country must consider, particularly in 

relation to the need to provide health and education services to its population. 

 
AGECABO 
 

The program has established itself as a delegated contract-management agency 

aimed at establishing a cost-effective alternative to the traditional FAIMO programs. It 

can provide employment for a significant number of workers, but it is not a social 

assistance agency. Its programs are targeted to the poor but not the poorest of the poor. 

AGECABO's staff are financial officers, not social workers. The program's public image 
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is (or should be) one of efficiency and effectiveness, not philanthropy.27 Moreover, it 

clearly has neither the scale nor the attributes to fully assume the role played in the past by 

the FAIMO system. A large number of the unemployed in Cape Verde will be left out by 

this type of program -- particularly among the very poor. 

  

AGECABO constitutes a mechanism that can demonstrate in practice how to 

increase the efficiency and effectiveness of labor-creating programs by getting away from 

direct management of project execution and utilizing the competitive system of the private 

sector. The program has significant funding and thus, considerable employment 

generation potential. However, FY 2003 (July 2002 - June 2003) will be a decisive year 

for AGECABO, and it clearly needs to deliver. If successful, this type of mechanism can 

become a major part of the Government's labor-creation strategy and a key instrument for 

regenerating the FAIMO system. 

 

For AGECABO to better exercise its role within the proposed strategy, the 

following actions should be taken to improve its employment-creating potential and 

ensure that a large part of the current and subsequent rounds of expenditures generated by 

the projects stay within the communities: 

 

i)  Include more projects in AGECABO's portfolio that are in the rural sector and 

are by nature labor-intensive -- for example, the rehabilitation of rural roads, 

terracing works, reforestation, etc. Since AGECABO's projects are determined by 

the demands of the municipalities, this will entail limiting to a certain extent the 

menu that the local governments can choose from. However, the demand-driven 

nature of the program should be maintained -- within uniform transparent project 

eligibility criteria.  

 

ii)  Encourage greater participation of civil society, which is now largely exercised 

through the input of the Comissões de Parceiros as part of the municipal project-

                                                 
27 See recommendations on social funds in Siri G. (2001), Employment and Social Investment 
Funds in Latin America. International Labour Office, Geneva, pg. 23. Although AGECABO is not 
a social investment fund, it has a number of characteristics in common with the SIF model. 
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selection process. Furthermore, the program could consider a policy of responding 

to the demand for projects not only from local governments but from independent 

community groups as well. In both cases, project selection and execution should 

be closely coordinated with municipal development plans and the sectoral 

programs of the different line ministries. Coordination with government agencies 

is essential for ensuring the maintenance of the projects (and the availability of 

funding for recurrent costs) and for making the necessary arrangements to 

guarantee that the infrastructure built will be followed by appropriate services 

(e.g., education and health programs). 

 

iii) Design projects so as to increase their labor content (greater use of cut stone, 

pozzolane cement, etc.). 

 

iv) Create incentives that further the use of local labor and local materials, and 

thus generate expenditures that tend to stay at the local level. AGECABO can 

contribute to this by encouraging the participation of small subcontractors in its 

projects and the purchase of materials from local businesses. 

 

v) Broaden its on-the-job training programs in order to consolidate construction 

activity at the local level. One line of action to consider is the training of farmer 

associations to become competitive for AGECABO's projects. This would have 

several important advantages: stimulating competition and reaching out to create 

employment in the rural sector. However, AGECAGO should not stray too far 

from one of the central objectives for which it was created: developing the 

capacity of small, private-sector contractors. 

 
ACDI/VOCA-DGASP 
 
 A salient characteristic of ACDI/VOCA-DGASP is that it works with and for 

community groups. Farmer associations participate in the identification, execution, and 

operation of the projects. This leads to a sense of ownership and, thus, to greater 

effectiveness, lower costs, and more assured project sustainability. The infrastructure 

works that the program builds are focused on increasing the production and productivity 
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of small farms -- and the profits of small farmers. Moreover, the works carried out by 

farmer associations primarily utilize local materials and manpower, and more than half the 

workers that they employ are unskilled. 

 

 These modes of operation are clearly of interest for a labor-generating strategy. 

Small investments in private-sector agricultural activities can have an impact on rural 

employment at a relatively low cost. ACDI/VOCA-DGASP needs to find ways of 

expanding its operations in order to generate more temporary and permanent employment 

in rural areas, which is where the majority Cape Verde’s poor live. 

 
INERF 
 

As underscored in Section 2c, INERF has many operational constraints that make 

it very difficult for it to function efficiently and meet the objectives for which it was 

created. In particular, a reduction in INERF's cost of generating employment would 

require a drastic reduction in the program's superfluous overhead costs.  

 

INERF’s operational niche is not to build scattered small works; its calling lies in 

the execution of larger projects that require a certain level of technology. It is relevant to 

note that the program continues to execute works of adequate technical quality. 

 

However, for the program to become a functional component of the Government's 

employment strategy, it will have to undergo a major overhaul. Clearly, it cannot function 

efficiently and effectively unless it is freed of some of its binding operational constraints. 

If this is not in the cards, the Government should consider closing down INERF as an 

independent agency and integrating its most valuable cadres of personnel into the Ministry 

of Agriculture. 

 
The FAIMO Work of the Municipalities 
 
 Cape Verde’s island economy is a clear-cut case for administrative 

decentralization. Moreover, the labor-generating role of the municipalities is closely 

linked to the success of the Government’s decentralization policy. This is an area where 

policies that promote local empowerment can facilitate the work of municipalities in 
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employment creation and, conversely, where the execution of labor-generating projects 

can strengthen the capacity of municipalities. It is important that municipalities continue 

to work in employment generation through contract-programs assigned to them on a 

regular basis by the Government. At the same time, they should form part of the 

emergency programs implemented during periods of prolonged drought, such as the one 

that the country has endured for the past three years.  

 

 The strong suit of the municipalities is their familiarity with local problems and 

their proximity to poor people. They constitute an employment safety net for low-skilled 

workers -- including the least skilled, who find it hard to get a job anywhere else. The 

programs that the municipalities are called to carry out comprise both economic and social 

infrastructure public works and projects that provide services (e.g., street cleaning, etc.), 

in both cases favoring projects that by their very nature can be efficiently carried out with 

labor-intensive technologies. 

 

The municipal programs can be executed through the direct hiring of workers or 

through contracts with small private construction firms and community groups. FAIMO-

type work executed through direct management will constitute a heavy burden on the 

municipalities. To be able to handle a large number of projects with a certain degree of 

efficiency, municipalities will have to significantly strengthen their technical cadres and 

develop effective management and information systems.28 Programs realized through 

private-sector contractors could greatly profit from a formal association with AGECABO, 

which has gained considerable expertise in delegated contract management activities and 

is developing capacity for training the people and institutions who participate in its 

projects. 

 
Emergency Programs 
 
 Prolonged droughts are a recurrent problem in Cape Verde, and making provisions 

for large programs that can generate employment during bad agricultural years is certainly 

                                                 
28 Several municipalities have begun to increase their operational capacity through the formation 
of intermunicipal technical structures; for example, the Gabinete Técnico Intermunicipal (GTI) of 
the Island of Santo Antão, and the intermunicipal bureau of the islands of Santiago and Maio. 
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warranted. Obviously, these programs should not consist of "make-work" activities but of 

projects that improve the welfare of the population and contribute to the development 

process. These contingency interventions should be fully spelled out in advance and 

should be limited to the duration of the surge in unemployment (i.e., the duration of the 

drought). The key limitation of these initiatives will be finding major sources of financing 

that can be mobilized quickly. 

 

 In the case of a prolonged drought, the Ministry of Infrastructure and 

Transportation and the Ministry of Agriculture will need to assume responsibility for a 

major part of the emergency programs -- although not necessarily for their execution. The 

municipalities are also called to participate in these operations through special contract-

programs, over and above those assigned to them by the Government on a regular basis. 

 

The current structure of AGECABO as a delegated contract management agency 

should enable it to expand operations in crisis situations. ADCI/VOCA-DGASP's role is 

less evident, for it depends for its operations on external food donations. It has neither the 

access to extraordinary financing from the national budget nor a clear political mandate to 

be a major player during a crisis. Finally, as indicated above, in order to justify a 

significant expansion of the role of INERF, the institution would need to undergo a major 

overhaul. 

 

b)  Countercyclical Labor-Generating Policy 
 

 As noted in Section 3a, three of the four programs under study are not adjusting 

their rhythm of project execution to the supply and demand for labor during the different 

seasons of the year. The lack of an active countercyclical labor-generating policy in 

institutions that are supposed to be at the forefront of the country's labor-creating strategy 

is a serious shortcoming. Although the conditions of the country call for safety net 

programs that can effect transfer payments to the very poor throughout the year, the prime 

function of employment-generating public-works programs should be the creation of jobs 

during the agricultural off-season -- the period of maximum unemployment. 

 



 55

Of the four programs, AGECAGO and ACDI/VOCA-DGASP -- because of their 

assured sources of financing -- are the institutions that should be able to plan their yearly 

activities to respond to the seasonality of labor demand in the country. However, all 

programs involved in a labor strategy for Cape Verde need to heighten their awareness of 

their potential role in this regard and adopt deliberate countercyclical labor generating 

policies. The municipalities, in turn, need to become more conscious that their role in 

employment generation through the execution of public works is primarily one of 

countercyclical interventions. 

 

 
c) Some Specific Recommendations on the Efficiency and Effectiveness of the 

Programs 
 

The Level of FAIMO Wages 
 

Any reform of the FAIMO system presupposes a course of action that is cost-

effective and does not reproduce poverty in the name of helping the poor by increasing the 

dependency of the population on social assistance. This will entail a new policy 

framework focused squarely on improving worker efficiency. The reformed system will 

have to provide incentives that promote greater worker productivity and not dampen it, as 

has been the case with the FAIMO approach. As indicated in Section 4b, the extremely 

low wage rate established for the FAIMO system is a root cause of the inefficiency of its 

operations. The underlying constraint for an adequate solution to this problem is the 

Government's lack of resources to create an adequate safety net for the large mass of Cape 

Verdeans who periodically fall into unemployment.  

 

One pragmatic course of action that could be considered as a first step is to 

increase somewhat the wages paid to FAIMO workers -- still keeping them under the 

market rate -- and, if the aggregate financial constraints of the program make it necessary, 

shorten the work-day. In other words, create close to the same amount of jobs but consider 

paying workers, say, an average of ECV 400-500 for a shorter day's work. At the same 

time, a task-based payment system  (“empreitada”) could be incorporated into the 

program, coupled with control mechanisms to strictly monitor performance in terms of 

output. Faced with the inefficiency of the workers paid at FAIMO wages, some of the 
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municipalities (e.g., Santa Catarina, Praia, and Ribeira Grande), as well as INERF, are 

already trying out this type of payment system. 

 

It is relevant to note that such a system would tend to favor the more enterprising 

workers who are willing to work hard for fewer hours a day in order to have some free 

time to supplement their earnings in other occupations. Moreover, all institutions that are 

providing FAIMO-type employment may not be able to pursue this course of action. In 

fact, it seems desirable for several different employment schemes to operate 

simultaneously -- each covering different niches of the mass of unemployed. Under any 

system, a pool of unemployed will remain (e.g., the elderly and the handicapped) that will 

be less able to adapt to a faster pace of work. 

 

Local Technology 
 
 Maximum use of simple local technologies and materials (such as cut stone) 

should be made when building infrastructure. This has the advantage of utilizing more 

labor and keeping workers' earnings in the hands of poor communities. In addition, using 

local technologies and materials frequently results in lower construction costs. However, 

the widespread implementation of simple labor-using technologies often involves 

considerable methodological development and broad dissemination of the technologies 

among project managers.29

 

No-frills Projects 
 
 Economic and social infrastructure projects must have adequate construction 

standards that will ensure the sustainability of the works built and further low maintenance 

costs. The fact that projects are built for the poor does not mean that they should be of 

lower structural quality. However, no public work should include components that have 

the slightest hint of being a luxury. For example, the use of high-quality finishes or wall-

to-wall ceramics is unnecessary for the functionality of schools and health posts and 

                                                 
29 See Subbarau (2001) op. cit. "Experience reviewed in this paper suggests that it is not easy to 
achieve high labor intensity even when known labor-based methods of production are available. 
Careful attention to detail is needed to attain a high labor intensity without compromising the 
quality of assets created."  
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diverts funds from more essential and possibly, more labor-intensive, components. Given 

the country's pressing social situation and the Government's very tight budget constraints, 

austerity should be the guiding principle in all public works. 

 

d) Recapitulating Some Salient Issues 

 

 Poverty is Cape Verde's central economic and social problem, and its main 

manifestation is the extremely high unemployment rate. Some statistical sources indicate 

that in certain years, as much as half the country's workforce is either unemployed or 

underemployed (see footnote 1, pg. 1) -- a clear indication of major distortions in the 

structure of economic production. To address this problem, Cape Verde needs to embark 

on a sustained path of high, labor-generating economic growth. It must adopt a system of 

macro and sectoral policies that are not biased against labor and give priority in its 

development plans to activities that can rapidly reduce unemployment (for example, 

development of the country's tourism potential, modernization of the informal sector, 

expansion of the transformation industry, education and vocational programs aimed at 

keeping young people in school). Labor-intensive public works programs such as those 

analyzed in this report constitute an important employment safety net for the poor, but 

they are obviously insufficient to solve the unemployment problem. At their current levels 

of operation, the programs generate jobs for no more than 10-15% of the country's 

unemployed and cannot even cover the variations in unemployment that the yearly dry 

spells give rise to. 

 

 The traditional FAIMO system did create a large, if highly inefficient, employment 

safety net. However, it tended to generate an unwholesome dependency among the 

population on government handouts. AGECABO and ADCI/VOCA-DGASP have opened 

channels for the reform of the FAIMO system by seeking operational efficiency -- and 

lower overhead costs -- through the delegation of project execution to private contractors 

and farmer associations. 

  

 Municipal governments by nature have a central role to play in labor-generating 

operations in Cape Verde. They are very familiar with the needs of their constituents and 
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are the main instrument of the country's decentralization policy. However, for 

municipalities to play an effective role, they will require a great deal of administrative and 

technical capacity building. It is essential that they adopt an attitude that gives precedence 

to efficiency considerations in the execution of every project and to increasing the 

productivity of the labor force. Moreover, municipalities need to develop the information 

systems required for proper project control and for the delivery of accurate and timely 

employment statistics. 

 

 In the case of INERF, as indicated in the recommendations above, the program 

will have to undergo major restructuring if it is to become a cost-effective option for 

generating employment. In particular, its niche in the country's overall employment-

creation plan will have to be defined, and the many constraints that hinder the efficiency 

of its operations will have to be removed. 

 

There is room for improvement in all four programs. All of them can achieve 

greater cost-effectiveness by giving preference to projects that are more labor-intensive 

and make greater use of local labor and materials. This recommendation is addressed 

primarily to the municipalities, for they have the major say in determining the portfolios 

of labor-creating public works programs in Cape Verde. Furthermore, in scheduling their 

disbursements, all programs must seek to form part of a deliberate countercyclical 

employment-creation policy. Finally, it is essential that women be given a significant 

share of the employment generated and not be discriminated against in hiring for the 

higher-paying jobs. 
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ANNEX I 

 
 

CAPE VERDE: LABOR MARKET FOR LOW-SKILLED WORKERS  
TENTATIVE SCHEME OF ANALYSIS 

 

Cape Verde's labor market for low-skilled workers can be classified in four basic 

sectors: i) The formal labor market (largely urban); ii) The more marginal labor market 

(which includes FAIMO, a public works safety net program for unskilled workers); iii) 

The rural workers (largely working in the agricultural sector); and iv) The informal sector 

(largely urban). Workers' access to the more stable and better-paying formal market is 

very limited, and in general, labor mobility is not fluid across these sectors -- except in the 

case of moving into the informal sector. 

 

 
 

* Lacking an up-to-date estimate of the poverty line (the available estimate is based 
on the 1988/89 Household Survey), the graph adopts a standard poverty threshold of 
US$ 2 per capita (see footnote 3, page 3). 
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 The diagram above depicts some of the main elements of Cape Verde's labor 

market for low-skilled workers.30 As shown in this basic demand-supply scheme, the 

"market wage" is at a level that leaves a large segment of the population unemployed. 

Four main factors explain why this rate does not fall to a level where labor supply equals 

labor demand: 

 

 i) The labor demand at this level of wages refers largely to a segment of the labor 

force that is more productive and reliable. These are the type of low-skilled workers that 

private sector contractors normally hire and those that work regularly in the public sector. 

The "market wage" paid to these workers is determined not only by availability but by 

factors such as custom, providing a "living wage", etc. 

 

ii) There are other demand-supply registers in the background of this simple 

diagram that aggregates what is in practice a very segmented labor market -- in particular, 

the more marginal workers (which include those working under the traditional FAIMO 

system) and most of the agricultural labor force. FAIMO programs generate lower-paying 

jobs that demand less from workers, especially with respect to reliability. Workers in the 

rural labor force tend to be fully employed during the agricultural season and are largely 

underemployed during the rest of the year. 

 

iii) Workers have the alternative of moving to the informal sector. In Cape Verde, 

as in other very poor countries, many of those classified as unemployed work part- or full-

time in the informal sector. The earnings that unskilled workers can obtain by working as 

street vendors or as domestic servants are significantly lower than the wages paid in more 

formal occupations. However, they do have an influence in keeping these wages from 

falling sharply. 

                                                 
30  The static supply-demand framework presented in the diagram has a number of conceptual and 
practical limitations. In addition to not portraying the segmentation of the labor market, the model 
does not capture the wide seasonal variations in unemployment characteristic of Cape Verde, the 
dynamics of the large rural-to-urban migration and the massive emigration from the country, the 
different conditions found on the islands that make up the country, and the micro- and 
macroeconomic adjustment processes that in time take place within the market. Furthermore, 
employment and wage data are very limited in Cape Verde and thus, the characterization 
presented in the framework must be considered tentative. 
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 iv) The very high inflow of family remittances to Cape Verde's population (more 

than US$ 80 million annually) constitutes an important safety net for the poor, as well as a 

disincentive for workers who receive them to accept very low wages. As a result, in terms 

of the diagram above, the labor supply curve shifts to the left. This implies that part of 

those reporting as unemployed are workers holding out for a higher wage. 

 

 Moreover, even after taking these factors into account, there will remain some 

frictional unemployment (that is, some workers will be between jobs) and some structural 

unemployment (as a result of mismatches between the demand and supply of different 

labor skills).  

 

Notes on the wages paid by the public works programs in Cape Verde 

 

 The "market wage" rate indicated in the diagram represents the minimum pay that 

workers will accept for a job where full effort is expected. The level corresponds roughly to 

the rate paid by contractors that execute projects for AGECABO (CV ESC 600-700/day). 

The labor employed in this program is subject to the standards of discipline demanded by 

the private sector and is in practice of a different type than that employed by INERF and the 

municipalities. In the case of the ACDI/VOCA-DGASP program, the wages paid by the 

farmer associations to rural laborers are lower than those paid in urban areas, but the work 

standards remain close to those of the private sector. 

 

 In the case of INERF and the municipalities, the Government is able to double the 

number of workers employed within the available budget by paying FAIMO wages, which 

are at half the market rate (CV ESC 300-350/day). However, lowering wages to this level 

leads also to lowering the effort that workers are willing to put forth -- and their reliability 

-- and thus, the marginal productivity of labor. Therefore, the extremely low wage rate 

paid by these programs is to some extent misleading, for the wage refers to a significantly 

lower worker output. 
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ANNEX II 

 

INERF: LEVEL OF EMPLOYMENT CREATED DURING 2000 AND 2001  
(Number of workers hired during each month) 
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