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Cape Verde is considered as one of the best performing countries in Africa in terms of political, 

economic and social development. As a result, the country earned the status of a middle-income 

country, which entitles it to obtain non-concessional ADB funds, while maintaining access to 

ADF concessional resources. 
 

Between 2004 and 2007, Cape Verde had an average GDP growth of 7% and inflation was 6.8% 

in 2008. The country managed to control its budget deficit (1.2% of GDP in 2008) and debt 

(41.5% of GDP for external debt and 15.8% for domestic debt in 2008). The country's drivers of 

growth include the tourism industry, its investment rate which rose to 48% of GDP in 2008, 

remittances from its  Diaspora (it is estimated that over one million Cape Verdeans live abroad), 

Foreign Direct Investment (FDI) and  Official Development Assistance( ODA).   

 

However, the global financial crisis has not spared the main sources of external funding. To 

offset that, the Cape Verdean government put in place a counter-cyclical package of measures 

such as easing tax ratios on household and corporate income, a 4 billion Cape-Verdean Escudos 

public investment programme and also increased social transfers to vulnerable families. 
 

The government's monetary policy has consolidated the central bank's independence in order to 

sustain the Escudo's pegging to the Euro and to attract emigrant savings. Ongoing institutional 

and governance reforms aim at modernizing and rationalizing government structures.  
 

Following robust growth and sizeable human capital investments, Cape Verde is expected to 

attain most of the Millennium Development Goals (MDGs). Gender parity has been attained in 

primary education and virtually in secondary education. Infant and maternal mortality rates have 

declined significantly.  Poverty rate fell from 37% to 28% between 2001 and 2006. 

 

Cape Verde’s foremost challenge stems from its insularity and archipelagic configuration. The 

country comprised ten volcanic islands located in the Atlantic Ocean. This has caused specific 

technical and financial problems in the development of energy, water and sanitation as well 

as transport. It has also increased the cost of production. Other challenges include declining 

water resources and gradual salination of groundwater in coastal areas attributable to climate 

change; the country’s vulnerability to external shocks; as well as the business environment and 

competitiveness that are in need of improvement.  
 

Cape Verde has embarked on the implementation of its Economic Transformation Strategy 

(ETS), a national long-term development vision that has guided the formulation of the 2008-

2011 second Poverty Reduction and Growth Strategy Paper (PRGSP-II). The Country Strategy 

Paper prepared by the Bank and the country's government for 2009-2012 is mainly focused on 

good governance and infrastructure development to boost tourism as an engine of growth and 

improve competitiveness.  
 

 

 

 



AfDB/Cape Verde Cooperation Strategy 
 

The African Development Bank strategy for the 2009-2012 prioritizes good governance, 

economic competitiveness and infrastructure development. 

 

The pillar Support Economic and Financial Good Governance has three objectives. Namely, 

Support the Modernization of Government, Pursue the strengthening of public finance 

management and Improve the Business Climate and Enhance Competitiveness.  

 

Support the Modernization of Government 

 

The Bank’s support to Government modernization and effectiveness is based on Government’s 

strategy for overhauling the civil service, under the supervision of the Government Reform 

Coordination Unit (UCRE). The strategy is based on the organizational, institutional, legal, tax 

and digital reforms for resizing the administration. The Bank will target policy measures to 

reduce bureaucracy that has hitherto beset the business climate. It will also strive to implement 

tax simplification measures stipulated in the new tax and customs code. In terms of institutional 

reforms, the Bank’s budget support operations will back measures to restructure the Ministry of 

Finance to make it more effective in terms of: (i) macroeconomic analysis and projections; (ii) 

financial resource mobilization; and (iii) strategic planning. To support NOSI and PAGE for the 

digitalization of the administration, the Bank will finance the first phase of the National 

Multidisciplinary IT Platform Project as a point of support for a strategic programme of the 

information society. The platform will be used for enhanced digitalization of public 

administration; and a future technological hub for service companies. 

 

Pursue the strengthening of public finance management 

 

Cape Verde’s public finance management system and the fiduciary framework have been 

strengthened considerably in recent years. However, there are challenges regarding the 

effectiveness of the tax recovery and internal audit performance. Over the 2009-2010 period, the 

Bank will contribute to strengthening public finance management through the institutional 

support/budget support project (PRSSP II) ongoing since 2006 and 2008. The latter, which will 

be strengthened with a sizeable supplement in 2009 and 2010, will be followed with a new 

budget support (PRSSP III) in 2011. 

 

One of the qualitative results expected from the series of budget support operations is to assist 

the country in absorbing the effects of the economic crisis and deepen the reforms already 

initiated, aimed at optimizing public expenditure allocation to priority sectors, notably with the 

formulation of the Medium Term Budget Framework (MTBF). Other measures will protect the 

renewed public debt sustainability, while supporting Government efforts to incorporate all 

autonomous institute funds into the management of Government finances, with a view to 

avoiding arrears accumulation. A third set of measures will be geared towards strengthening the 

internal control system through the creation of new control structures and the extension of their 

mandate to all Government structures. 

 



The effective functioning of the new public procurement system based on international standards 

is another key objective to be achieved to optimize public procurement. In that regard, the Bank 

recommends the creation of a centralized structure responsible for overseeing public 

procurement regulation, supervision and control (ARAP); the establishment of the Central 

Procurement Management Unit (CPMU) at the Ministry of Finance, responsible for coordinating 

the public procurement processes of sector ministries; the establishment of Procurement 

Management Units (PMUs) responsible for the technical management of public procurement at 

each sector ministry; and the preparation of standard bidding documents. 

 

 

Improve the Business Climate and Enhance Competitiveness 

 

Through its budget support operations, the Bank will encourage the Government to take the 

necessary steps to ensure that Cape Verde moves up to 132nd in the DBR early 2012, from its 

current 143rd ranking. In this regard, it is important to formulate a legal framework for distressed 

enterprises, with provision for preventive settlement, legal redress, bankruptcy and liquidation of 

assets; and to dialogue on flexibilities to be introduced into the labour market as part of social 

dialogue. Cape Verde will also benefit from the private sector development put in place by the 

IFC under the Millennium Challenge Account (MCA), building the capacity of local business 

owners, improving access to credit for SMEs, building the capacity of various stakeholders in the 

tourism sector and addressing the main constraints of private investments. In line with the 

programme, the Bank’s interventions will be gradual. The Bank will first undertake economic and 

sector work on competitiveness and improvement of the business climate (a study on the costs of 

insularity, private sector profile and a study on the competitiveness of tax services and budget 

support measures). Subsequently, it will focus on lines of credit to SMEs/SMIs as well as PPP 

investments. 

 

 

The pillar Contribute to Infrastructure Development and Modernization has three key 

objectives: Enhance Transport Infrastructure Development, Reduce the Energy Production 

Deficit through Infrastructure Development, Contribute to Mitigating the Effects of Climate 

Change and Water Resource Mobilization. 

  

Enhance Transport Infrastructure Development 

 

The development of transport infrastructure based on international standards is crucial for 

reducing the constraints and costs of insularity, improving competitiveness, and positioning the 

country as an international transport hub. The objective pursued by the Government in its 

Transport Strategic Plan 2008-2011 is to provide the country with a transport system that meets 

international standards of effectiveness and quality. The Bank will finance the development of 

airport and harbour infrastructure, notably the Praia Airport Extension Project that will enable 

the rapid processing of 500 passengers/hour and provide facilities to international standards; the 

Mindelo Port Extension Project consisting in the extension over 3 ha of the platform and 

construction of a 400 m access road linking the quay to the public road network to facilitate the 

transit of containers and goods. 

 

 



Reduce the Energy Production Deficit through Infrastructure Development 

 

The Government’s objective as defined in its Electricity Sector Strategy is to meet the growing 

energy demand induced by both economic activities and desalination needs for drinking water 

production. Thus, the aim is to increase the electricity generation capacity from 73.9 MW in 

2008 to 100MW in 2010 and 140 MW in 2012. This production would come from fossil fuel 

thermal plants and, in the medium term, from the development of renewable energy (50% of 

production by 2025). The Bank has been supporting the energy sector through the Santiago 

Production Capacity and Distribution Network Strengthening Project co-financed with the JBIC 

that will help double the installed capacity from 22 MW in 2008 to 44 MW in 2010. It will also 

finance two projects in the sector: the Project for the Interconnection, Distribution and 

Transmission of Electricity on 6 islands and the Project for the Centralization of Energy 

Production on 4 islands. The two projects will contribute to cutting current energy generation 

and distribution deficits; to cutting costs through the interconnection of inter-island networks; as 

well as to cutting technical and non-technical losses from 30% in 2008 to 24% in 2010 and 20% 

in 2012. The ultimate goal is to improve Electra’s financial situation and reduce the amount of 

Government transfers from EUR 3.8 million in 2008 to EUR 2.0 million in 2010. 

 

 

Contribute to Mitigating the Effects of Climate Change and Water Resource Mobilization 

 

The reduction in rainfall coupled with the intensive exploitation of groundwater has led to the 

gradual salination of groundwater in the coastal areas, affecting farming activities and food 

security. Faced with this situation, reducing the pressure on groundwater resources has become 

an imperative. It is also necessary to explore the possibilities of retaining and harnessing a 

portion of the water that flows into the sea annually through the construction of small dams. The 

potential for surface water, estimated at 180 million m3 of water per annum, is virtually 

untapped. The Bank will assist the Government to undertake a strategic study on water 

harvesting. The African Water Facility will finance a preliminary study on surface water 

harnessing. The study will guide both Government policy and financing of Government projects 

by the Bank, thereby enabling the Bank to determine ways and means of assisting the country 

technically through its Climate Risk Management and Adaptation Strategy (CRMA) and the 

Clean Energy Investment Framework (CEIF). 
 
 
 
 
 

 


